UK stocks clear 9,300 milestone as PMI improves and borrowing narrows, yet fragility lingers
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The latest activity on the UK’s stock market and its broader economy sits on a delicate line between encouraging signs and lingering fragility. The FTSE 100 closed above 9,300 for the first time in the session, a milestone that followed evidence of improving public finances and a momentum-filled PMI. The Office for National Statistics reported July’s net borrowing of £1.05 billion, far smaller than June’s £22.56 billion and markedly below the year-ago figure, a signal that the public purse is behaving better than lenders and policymakers had feared. Yet even as the funding position brightened, analysts warned that the long‑run picture remains constrained by structural weaknesses in the economy as gilt yields move higher and potential productivity downgrades loom in autumn forecasts. In the same breath, the S&P Global flash UK PMI for August showed the pace of growth picking up to a 12‑month high, with services leading the expansion and manufacturing showing tentative stabilisation, suggesting that the recent improvement may be more than a brief respite.
The market mood was reinforced by brighter domestic data alongside an external backdrop of guarded optimism about global growth. A Marketscreener summary noted the London stock market’s relative outperformance versus European peers as sentiment improved on the back of a stronger PMI print and cautious but constructive commentary from economists about the trajectory of the economy. However, the macro narrative remains mixed. Currency markets moved modestly, with the pound hovering near 1.34 dollars and the euro easing toward 1.162 dollars as investors awaited further signals from the Federal Reserve. Ahead of this week’s Jackson Hole policy symposium, a Reuters briefing highlighted that markets were weighing the prospect of a September rate move against Powell’s anticipated remarks, with some analysts expecting the Fed chair to reinforce a cautious path rather than commit to near-term easing. In short, the latest data has produced a currency-and-equities rally, but traders are wary that a single monthly snapshot may not capture the full cycle ahead.
On the fiscal front, the public finances picture remains fragile even as near‑term data brightens. July’s borrowing figure puts the current year on a tighter footing than in June and reinforces warnings from economists about the UK’s fiscal trajectory. Government debt as a share of GDP continues to sit at elevated levels, and the OBR’s forecasts for the autumn budget are likely to carry significant political weight. Against this backdrop, investor attention has shifted to corporate reporting and the health of consumer demand. Among the corporate stories shaping sentiment, WH Smith underwent a dramatic re‑set after revealing an accounting error that prompted a large downward revision to its earnings outlook in North America. Hedge funds and traders had flagged WH Smith as a top short in July, according to Hazeltree data, amplifying the stock’s fall as Deloitte was brought in to conduct an independent review. The North American operation remains central to the group’s long‑term growth ambitions, making the update a focal point for investors watching for signs of how the rest of the business might fare in a tougher travel environment.
Meanwhile, the week’s other focal point remains the rhythm of policy and markets in the United States. Ahead of Powell’s Jackson Hole remarks, dollar strength persisted as investors weighed the possibility of gradual policy normalisation, even as some analysts pencilled in a later‑year rate cut if inflation showed further signs of cooling. The broader message for global markets is that while activity data are offering fresh confirmation of a cyclical improvement, the path ahead will be shaped by central‑bank communication and the economy’s ability to translate a stronger PMI into durable, broad‑based growth. In London trading, shares of other bellwether firms also faced mixed readings as investors priced in the risk that a tighter policy stance could curb domestic demand sooner rather than later. Yet for now, the mood is distinctly more constructive than it was at the start of the summer, even as the fiscal and corporate contours of the UK economy continue to evolve under the pressure of debt, taxation, and global market uncertainty.
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