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IHS MARKIT / CIPS
UK CONSTRUCTION PMI®
Sharpest decline in new work since March 2009
KEY FINDINGS
New orders fall at fastest pace for over ten years in August
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Construction output drops for the fourth month in a row
Business optimism sinks to its lowest since December
2008
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August data pointed to a loss of momentum in the UK
construction sector, led by the sharpest reduction in
new work since March 2009. Business activity meanwhile
declined for the fourth consecutive month and at a slightly
steeper rate than in July. Commercial work was again the
worst performing area of activity in August, with survey
respondents citing delayed decision-making among clients
in response to domestic political uncertainty. At the same
time, construction firms indicated that their business
expectations for the year ahead weakened sharply since July
and were the least upbeat since December 2008.
The headline seasonally adjusted IHS Markit/CIPS UK
Construction Total Activity Index registered 45.0 in August,
down slightly from 45.3 in July and below the 50.0 no-change
threshold for the fourth consecutive month. Lower volumes
of construction output were attributed to worsening order
books and a lack of new projects to replace completed
contracts.
All three broad categories of construction work decreased
in August, led by commercial building. Survey respondents
continued to note that Brexit-related uncertainty had
encouraged risk aversion and tighter budget setting among
clients. Civil engineering activity also dropped at a relatively
sharp pace during August. In contrast, house building fell
only slightly and the rate of decline was the least marked
since the downturn began in June.
New orders received by construction companies have
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dropped in each month since April. Latest data signalled a
sharp decline in new work, with the rate of contraction the
fastest since March 2009. Anecdotal evidence suggested
that weak demand conditions had led to a lack of tender
opportunities and strong competition for new work,
particularly in the commercial sub-sector.
Despite a sustained reduction in new orders, employment
trends were relatively resilient during August. The latest
survey pointed to only a marginal drop in staffing levels, with
the rate of decline the slowest since the downturn in payroll
numbers began in April. Some construction companies
noted that tight labour market conditions had encouraged
the retention of skilled staff, with any cuts to payroll numbers
achieved through the non-replacement of voluntary leavers.
Input buying decreased for the fifth consecutive month
in August, which represents the longest period of decline
since the first half of 2013. Softer demand for construction
products and materials helped to alleviate pressure on
supply chains, with delivery delays from vendors among
the least widespread for three years. Meanwhile, input cost
inflation moderated to its lowest since March 2016.
Meanwhile, construction companies indicated a slide in
business optimism for the second month running in August,
with the degree of positive sentiment the weakest since
December 2008. Concerns about the business outlook were
overwhelmingly attributed to domestic political uncertainty
and a corresponding drop in client spending.
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COMMENT
Tim Moore, Economics Associate Director at IHS Markit,
which compiles the survey:

Duncan Brock, Group Director at the Chartered
Institute of Procurement & Supply:

“Domestic political uncertainty continued to hold
back the UK construction sector in August, with survey
respondents indicating that delays to spending
decisions had contributed to the sharpest fall new work
for over 10 years.

“The sector fell deeper into contraction as continuing
uncertainty and a weakened UK economy took a
sizeable bite out of this month’s construction activity.
Inevitably business confidence followed suit, dropping
like a brick to its worst since December 2008 and close
to the lowest depth seen in the previous recession.

"Construction companies noted that rising risk aversion
and tighter budget setting by clients in response to
Brexit uncertainty had held back activity, particularly
in the commercial sub-sector. Commercial construction
activity fell at a steep and accelerated pace during
August, which more than offset the softer rates of
decline in house building and civil engineering work.
"Concerns about softening demand for new projects
resulted in a fall in business optimism across the
construction sector to its weakest since December
2008. This provides an early signal that UK construction
companies are braced for a protracted slowdown as a
lack of new work to replace completed contracts begins
to bite over the next 12 months."
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"As Brexit creeps closer and confusion still reigns,
this will undoubtedly heap more pressure on the UK
Government to create much-needed clarity in the
market. The commercial sector particularly has been
devastated by reluctant clients fearful of taking a wrong
turn in a confusing landscape and delaying project
starts, resulting in the fastest drop in new orders since
March 2009.
"In contrast, job creation remained fairly steady as
companies strived to retain talent and the anxieties of
further price rises for materials eased slightly which
offers some respite for construction margins.
"The reality is, if a revival of confidence and a flood
of new orders return to the construction sector in the
coming weeks, much like a large tanker turning in a
dock, there is little room for the sector to improve in the
last quarter of the year. It’s likely September’s data will
be even more discouraging."
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Activity Index by construction category
Housing / Commercial / Civil Engineering
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Methodology

About IHS Markit

Survey responses are collected in the second half of each month and indicate the direction of change
compared to the previous month. A diffusion index is calculated for each survey variable. The index is
the sum of the percentage of ‘higher’ responses and half the percentage of ‘unchanged’ responses. The
indices vary between 0 and 100, with a reading above 50 indicating an overall increase compared to the
previous month, and below 50 an overall decrease. The indices are then seasonally adjusted.

IHS Markit is a registered trademark of IHS Markit Ltd. and/or its affiliates. All other company and product
names may be trademarks of their respective owners © 2019 IHS Markit Ltd. All rights reserved.

The IHS Markit /CIPS UK Construction PMI® is compiled by IHS Markit from responses to questionnaires
sent to purchasing managers in a panel of around 150 construction companies. The panel is stratified by
company workforce size, based on contributions to GDP.

The headline figure is the Total Activity Index. This is a diffusion index that tracks changes in the total
volume of construction activity compared with one month previously. The Total Activity Index is
comparable to the Manufacturing Output Index and Services Business Activity Index. It may be referred to
as the ‘Construction PMI’ but is not comparable with the headline manufacturing PMI figure.
Underlying survey data are not revised after publication, but seasonal adjustment factors may be revised
from time to time as appropriate which will affect the seasonally adjusted data series.
August 2019 data were collected 12-29 August 2019.
For further information on the PMI survey methodology, please contact economics@ihsmarkit.com.

IHS Markit (NYSE: INFO) is a world leader in critical information, analytics and solutions for the major
industries and markets that drive economies worldwide. The company delivers next-generation
information, analytics and solutions to customers in business, finance and government, improving their
operational efficiency and providing deep insights that lead to well-informed, confident decisions. IHS
Markit has more than 50,000 business and government customers, including 80 percent of the Fortune
Global 500 and the world’s leading financial institutions.

If you prefer not to receive news releases from IHS Markit, please email joanna.vickers@ihsmarkit.com.
To read our privacy policy, click here.

About CIPS

The Chartered Institute of Procurement & Supply (CIPS) is the world’s largest procurement and supply
professional organisation. It is the worldwide centre of excellence on purchasing and supply management
issues. CIPS has a global community of 200,000 in over 150 countries, including senior business people,
high-ranking civil servants and leading academics. The activities of procurement and supply chain
professionals have a major impact on the profitability and efficiency of all types of organisation and CIPS
offers corporate solutions packages to improve business profitability. www.cips.org.

About PMI

Purchasing Managers’ Index® (PMI®) surveys are now available for over 40 countries and also for key
regions including the eurozone. They are the most closely watched business surveys in the world,
favoured by central banks, financial markets and business decision makers for their ability to provide upto-date, accurate and often unique monthly indicators of economic trends. To learn more go to ihsmarkit.
com/products/pmi.html.

Disclaimer

The intellectual property rights to the data provided herein are owned by or licensed to IHS Markit. Any unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any data appearing
is not permitted without IHS Markit’s prior consent. IHS Markit shall not have any liability, duty or obligation for or relating to the content or information (“data”) contained herein, any errors, inaccuracies, omissions or
delays in the data, or for any actions taken in reliance thereon. In no event shall IHS Markit be liable for any special, incidental, or consequential damages, arising out of the use of the data. Purchasing Managers’ Index®
and PMI® are either registered trade marks of Markit Economics Limited or licensed to Markit Economics Limited. IHS Markit is a registered trademark of IHS Markit Ltd. and/or its affiliates.
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