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Before measures

- Downgrade to outlook for growth over the whole period since last
year

+ Less pessimistic than Bank of England in the near term

— Notable since Bank already incorporates fiscal loosening in 2019
Spending Round

Impact of Budget measures

- Sizable short-term boost from large increase in investment spending

Budget 2020: Borrow to Spend
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Before measures

- Downgrade to outlook for growth over the whole period since last
year

 Less pessimistic than Bank of England in the short term

— Notable since Bank already incorporates fiscal loosening in 2019
Spending Round

Impact of Budget measures
- Sizable short-term boost from large increase in investment spending
« More pessimistic outlook in later forecast years

— Fiscal stimulus unwinding

— Productivity growth hindered by trade barriers
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Effects of budget policy measures on the ﬂl{;;ggjﬁtgfuf;ﬁgs
current budget, 2022-23

Underlying

)
%]
[}
O
()
| -
L
(@)
~—
o
N

Budget 2020: Borrow to Spend



Underlying changesin the economy - effects -'||{;;gg;tlug§ugoigs
on the current budget deficit 2022-23
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Debt burden at historic high, debt servicing costs at historic low

- Debt burden increased by 140% since 2007, but debt servicing costs
decreased over same period

« Government needs to raise between £135 billion and £165 billion in
each forecast year

— About 50% more than pre-financial crisis as a share of GDP

+ Successive forecasts downgraded government’s debt interest
spending in current year from £60 billion to £38 billion

« Leaves public finances vulnerable to changes in outlook for interest
rates and RPI inflation
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Effects of budget policy measures on the

current budget, 2022-23

™ | I I Institute for

Fiscal Studies

-35

1SedoJ0) MoN

SBEIIE)
129.1pu]

uoinedojjesad N3
1Y21ym JO

Bbuipuads maN

Bbuipuads
:01S9JIUBA

punoy
Buipuads 6102

Xe) MaN

Xe] [0]1Sallue|n

buifjuapun

1SB2310J 6107

Budget 2020: Borrow to Spend



[ | I Institute for
Fiscal Studies

On current forecasts, the Chancellor has £12bn of headroom.

- Past forecast errors suggest a 40% chance of running a current
budget deficit in the end.

Sources of uncertainty

« Growth outturn: outlook very uncertain, not least around Brexit and
coronavirus

- A downgrade in growth by 0.3% a year over three years would
eliminate the headroom

- Debt servicing costs have come down by £8 billion in the past year
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The economic outlook presents a mixed picture
- Downgrade to growth, but less pessimistic than Bank of England
- Before accounting for any effect of coronavirus

- Very favourable conditions for debt servicing costs

Meeting the current budget target with modest headroom

» Most increases in current spending already announced in 2019
Spending Round or reallocating EU spending

- Debt excluding the Bank of England no longer falling

« Many sources of risk and uncertainty, particularly around Brexit and
coronavirus
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