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Changes to the growth outlook

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



Real growth

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

2020 2021 2022 2023 2024

March 2019 
forecast

Budget 2020: Borrow to Spend

Pre-
measures 
forecast

Post-
measures 
forecast

Bank of 
England Jan 
2020 forecast



Real growth

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

2020 2021 2022 2023 2024

March 2019 
forecast

Budget 2020: Borrow to Spend

Pre-
measures 
forecast

Post-
measures 
forecast

Bank of 
England Jan 
2020 forecast



Changes to the growth outlook

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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Forecast growth over the next five years

Budget 2020: Borrow to Spend

0 0.5 1 1.5 2 2.5 3 3.5

March 2020
March 2019
March 2018
March 2017
March 2016
March 2015
March 2014
March 2013
March 2012
March 2011
March 2010

April 2009
March 2008
March 2007
March 2006
March 2005
March 2004

April 2003
April 2002

March 2001
March 2000

Average real growth over the forecast period

Fo
re

ca
st

 v
in

ta
ge



Effects of budget policy measures on the 
current budget, 2022–23 
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Underlying changes in the economy – effects 
on the current budget deficit 2022-23
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Debt servicing over the forecast

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

Budget 2020: Borrow to Spend



Successive forecasts for debt interest spending
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Note: Central government debt interest, net of APF



Effects of budget policy measures on the 
current budget, 2022–23 
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The current budget target

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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Large increase to borrowing driven by big 
increases in investment spending
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“Debt will be lower at the end of the 
Parliament”?
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65

67

69

71

73

75

77

79

81

83

85

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Pe
r c

en
t o

f n
at

io
na

l i
nc

om
e

With new Term Funding 
Scheme for SMEs

Headline debt 
burden

Excluding Bank of 
England



Conclusions

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

Budget 2020: Borrow to Spend

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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