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UK Economy: The Great Decoupling (1)

UK growth since 2016 has been modest in historical as well as international comparison.
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UK Economy: The Great Decoupling (I1)

Business investment in particular decoupled from the global investment cycle.

UK, Germany, US — Business Investment
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Post-EU-referendum Forecasts Weren’t Far Off

After the referendum, most forecasters expected a quick hit to output and a swift recovery. The
opposite happened. But 2018 GDP looks set to be almost exactly where forecasters expected.
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UK Growth: Sustainable or Unsustainable? (1)

The sharp drop in household savings cries out for a correction...

UK, Germany, US — Household Saving Rate
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UK Growth: Sustainable or Unsustainable? (l1l)

.. but tentative signs of a productivity growth rebound could signal untapped potential.

UK — Productivity and Labour Input
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Outlook: “Smooth-but-hard” Brexit assumption

Key assumption is that the UK and the EU agree on a transition period preserving essentially the
same relationship they have today.
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Lessons From and For Brexit Forecasting

As ‘no deal’ remains a risk less than 6 months before the Article 50 TEU deadline, the post-
referendum forecasts provide some lessons for risk analysis.
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UK’s Global Success Story Challenged

The UK successfully specialised in Advanced Economy service provision, benefitting from immigration and

capital inflows. Not just Brexit, but peak globalisation and a backlash against free trade and migration could keep

the UK's position in the global economy in suspense for years.
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Forecast overview: Medium-term Optimism

We expect growth to remain weak through the winter as Brexit uncertainty continues, but — assuming a long
Brexit transition period — a growth rebound thereafter. Key risks are ‘no deal’ short transition and external risks.

2017 2018 2019 2020 2021 2022
GDP 1.7 1.3 1.5 1.9 2.0 1.9

Private 1.8 1.1 1.4 1.5 1.6 1.6
Consumption

Public -0.1 1.3 1.8 1.2 0.9 0.9
Consumption

Fixed 3.4 04 0.5 3.2 2.6 2.6
Investment

Business 1.6 0.5 -0.2 3.2 2.4 2.4
Investment

Construction 9.6 6.3 -0.2 3.8 2.8 2.8
Dwellings

Exports 54 -0.7 2.0 2.8 3.1 2.6
Imports 3.2 -0.2 1.8 2.1 1.6 1.6
Other Forecasters (GDP only)

Consensus 1.7 1.3 1.5 1.6
(Bloomberg)
1.7 1.4 15 15 1.6 1.6
Bank of 1.7 1.5 1.75 1.7 1.7
England

Sources: ONS and Citi Research
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