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BOPP Index – Key projections

Summer 2018

• British wages projected to buy 6% more overseas in August 2018 
than last August (9% more in the US, 5% more in the euro area)

• But still 13% less than in August 2015 before the Brexit vote …

• … and 18% less than in 2007 before the global financial crisis due 
to the weakness of sterling and the decline in UK real wages since 
the crisis

Winter 2018

• British wages could buy 2% more in December 2018 than last 
December in popular winter holiday destinations like Australia, 
India and Thailand

• But 10% less than in December 2015 before the Brexit vote …

• … and 33% less than in 2007 before the global financial crisis
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We created our British Overseas Purchasing Power (BOPP) Index to 
show how the overseas purchasing power of UK wages has changed 
over time

British Overseas Purchasing Power Index

3

May 2018

In the years prior to the global financial 
crisis, the pound was generally relatively 
strong (particularly against the US dollar) 
and UK wages were rising in real terms (i.e. 
by more than consumer price inflation)

These trends pushed up the overseas 
purchasing power of British wages, but 
after the crisis struck the pound fell sharply 
and real wages were squeezed

After a brief respite in 2014-15 when the 
pound recovered and real wages started to 
rise again, the Brexit vote has again hit 
sterling and pushed up prices, squeesing 
real wages once more, though these trends 
have started to reverse to some degree 
more recently

We created the British Overseas Purchasing 
Power Index (which we refer to for short as 
our ‘BOPP’ index) to track these trends 
more precisely over the period since 2000

Our 2018 edition also features a ‘Winter 
Sun’ variant of the BOPP index, which 
looks at the trend in the overseas 
purchasing power of British wages in 
popular winter destinations in December

We also include projections of how our 
indices might look during the Summer 
2018 and Winter 2018 holiday periods as 
compared to the same months in previous 
years
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Summary of key BOPP index trends for selected periods
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All index values = 100 in base year (2000)

Country or 

group

Weights 

for each 

country in 

index (%)

Annual average index values Monthly index values

2000

(base 

year)

2007

(pre-crisis 

peak)

2009

(post-crisis 

trough)

2015

(peak of 

recovery)

2018

(projected 

value)

Aug 2015

(summer

before 

referendum)

Dec 2015

(winter

before 

referendum)

May 2016 

(just before 

referendum)

August 2017

(last

summer)

Feb 2018

(latest 

available)

Aug 2018

(projection

for summer 

period)

Dec 2018

(projection 

for winter 

period)

US 13.4 100 147.3 114.7 113.1 106.1 114.7 112.4 108.4 98.0 104.8 106.7 107.6

Euro area1 62.3 100 99.5 78.1 98.8 86.0 100.8 99.7 93.5 81.4 84.0 85.8 86.4

of which

Spain 21.0 100 95.5 72.8 91.9 79.8 94.2 92.8 87.3 75.9 78.1 79.8 80.3

France 12.6 100 104.5 80.1 101.3 88.5 103.1 102.4 95.8 83.4 86.0 88.0 88.6

Italy 5.9 100 101.6 77.1 96.1 84.2 100.1 97.5 91.8 81.1 84.0 85.7 86.3

Greece 4.3 100 96.4 72.2 93.7 82.0 94.6 93.5 87.9 76.9 79.7 81.4 81.9

Germany 3.1 100 106.1 81.5 102.8 104.8 104.1 97.8 84.2 86.7 88.5 89.0

Other 

countries1

24.3 100 116.1 91.1 91.9 86.5 96.5 95.1 92.4 81.1 85.5 87.2 87.0

Overall 

index

100.0 100 108.9 85.4 98.8 88.6 101.5 95.1 83.4 86.9 88.7 89.1

Winter 

Sun index

100 120.4 91.6 87.5 80.5 90.7 79.52 81.2

1 Only those countries included in the index (27 countries in total covering around 80% of overseas spending by UK citizens)
2 Value refers to December 2017 figure for the Winter Sun index rather than August 2017

Source: PwC analysis using data from ONS, Eurostat, IMF and IHS. The latest monthly data available that covers all countries in the index is for Feb 2018. 

Peak and trough years in the table relate to the overall BOPP index and may not apply to sub-indices for individual countries.
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British overseas purchasing power index methodology
Variables included in the index, data sources, projection assumptions and formula
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Variable Source Description and projection assumptions

Average weekly 
earnings (£)

ONS Latest published average weekly earnings of UK workers was extracted and converted into a weekly earnings index 
with base year as 2000. 

Earnings projections based on latest PwC UK Economic Outlook publication

Exchange rate IMF,
Eurostat, IHS

Yearly exchange rate data for the top 27 country group and UK is extracted from IMF, while the monthly exchange rate 
data was extracted from Eurostat and IHS. 

Exchange rates assumed to be constant at the average of the data available for the latest full month (April 2018)

CPI (%) IMF,
Eurostat, IHS

Yearly CPI data for top 27 country group and UK is extracted from IMF, while the monthly CPI data was extracted 
from Eurostat and IHS. This is used to estimate both the real wage and real exchange rate components of the index.

CPI projections are based on IHS, Consensus and PwC’s Global Economy Watch Publication.

UK overseas 
spending data

ONS Data from 2010 to 2016 is used to identify the top 27 countries (80% of total) where UK citizens spend the most. 
This is used to attribute weights to each of the 27 countries and to create the composite index.

We used a standard composite exchange rate index formula to construct this index, based on geometric averaging:

𝑰𝒕 = 𝑰𝒕−𝟏 ×ෑ

𝒊=𝟏

𝑵

(((𝑼𝑲 𝒘𝒂𝒈𝒆 𝒊𝒏𝒅𝒆𝒙𝒕× 𝑬𝒙𝒄𝒉𝒂𝒏𝒈𝒆 𝒓𝒂𝒕𝒆 𝒊𝒏𝒅𝒆𝒙𝒊𝒕)/𝑰𝒏𝒇𝒍𝒂𝒕𝒊𝒐𝒏 𝒊𝒏𝒅𝒆𝒙𝒊𝒕)/( (𝑼𝑲 𝒘𝒂𝒈𝒆 𝒊𝒏𝒅𝒆𝒙𝒕−𝟏 ∗ 𝑬𝒙𝒄𝒉𝒂𝒏𝒈𝒆 𝒓𝒂𝒕𝒆 𝒊𝒏𝒅𝒆𝒙𝒊𝒕−𝟏)/𝑰𝒏𝒇𝒍𝒂𝒕𝒊𝒐𝒏 𝒊𝒏𝒅𝒆𝒙𝒊𝒕−𝟏))^𝑾𝒆𝒊𝒈𝒉𝒕𝒊)

This formula uses a weighting scheme that allows percentage changes in currency appreciation and depreciation to be treated symmetrically. Weights are based on the 
average shares of different countries in overseas spending by UK citizens in the period from 2010 to 2016 and do not vary over time. Earlier data are not readily 
available in consistent form before 2010 for the spending shares, but all other variables have data available back to 2000, which we adopt as the base year for the 
BOPP index.
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Contacts for more information about this index

16

May 2018

John Hawksworth
Chief Economist
E: john.c.hawksworth@pwc.com

Saatvik Bansal
Economist
E: saatvik.bansal@pwc.com

For more on our Economics practice see: www.pwc.co.uk/economics
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