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Construction rebounds in June, but official data still lag upbeat surveys

® Construction output up 1.2% in June after 1.2%
fall in May

® Second quarter output revise dup to show flat
picture

® Official data in marked contrast to upbeat
surveys over past year

Official data on the health of the UK construction
industry have been surprisingly disappointing so far
this year, but there was some better news for June. It
is possible that the weakness of the official data
relative to upbeat surveys since late last year could
lead to the official data being revised upwards, with
implications for stronger economic growth in the first
half of 2014. Such revisions would inevitably
strengthen the case for interest rates to rise.

June rebound

Data from the Office for National Statistics recorded a
1.2% rebound in construction sector output in June.
Although this increase merely compensated for an
equivalent decline in May, it at least meant the industry
saw output stabilise over the second quarter as a
whole. Initial estimates from the ONS had indicated

that construction output fell 0.5% in the second quarter.

However, the revision was not enough to cause the
ONS to revise up its current estimate for 0.8% GDP
growth in the three months to June.

According to the ONS, new work rose by 0.9% in June
while repair and maintenance jumped by 1.6%. These
increases pushed total activity up 5.3% on a year ago,
with new work up 5.4% and repair and maintenance
rising 5.0%.

Buoyant survey data

Even the slightly better picture of stagnation in the
second quarter is greatly at odds with survey data from
Markit/CIPS, which show the construction industry
booming this year. The survey data indicate that a
surge in house building is being encouraged by
double-digit house price inflation. At the same time,
businesses are spending more on investments in

property. The survey data show that commercial
activity, such as the building of offices, shops, factories
and industrial units, has enjoyed the strongest start to
a year for 14 years. Civil engineering activity is also
booming.

The survey data therefore suggest that the official data
are under-recording recent growth in the construction
industry, and that revisions to recent official data could
in turn lead to economic growth being revised higher
over the past year. Such upward revisions would put
further pressure on policymakers to raise interest rates
to cool the economy.
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