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Highlights and key messages  
for business and public policy

2019 2020

Real GDP growth 1.1% 1.6%

Consumer spending growth 1.4% 1.7%

Fixed investment growth -1.0% 2.1%

Inflation (CPI) 1.8% 2.0%

Source: PwC main scenario projections

Key projections

Recent UK developments  
and prospects 

• In our main scenario, we project UK 
growth to dip to 1.1% in 2019 before 
picking up to around 1.6% in 2020. 
Slow growth this year reflects the 
drag on business investment from 
ongoing economic and political 
uncertainty relating to the outcome  
of the Brexit process. Our main 
scenario assumes an orderly exit 
from the EU with a transition period, 
with business investment and GDP 
growth picking up later in 2019 and  
in 2020 as a result. But short-term 
risks are weighted to the downside, 
due to the possibility of a more 
disorderly Brexit.

• Consumer spending has driven the 
economy since the referendum and 
has itself been supported by recent 
increases in real income growth.  
But the housing market has cooled, 
further rises in household borrowing 
may be hard to sustain and 
uncertainties regarding Brexit could 
combine to see consumer spending 
growth slow to around 1.4% this year, 
from 1.9% in 2018, before picking up 
slightly in 2020.

• Service sector growth should remain 
modest but positive in 2019, but 
manufacturing growth slowed in 2018 
and is likely to contract in 2019 amid 
Brexit uncertainty. Construction sector 
output has been sluggish in the past  
18 months owing to the weakness of 
commercial property investment in 
particular and looks set to remain 
relatively weak in the short term.

• In our main scenario, we assume that 
the Bank of England raises interest 
rates by a quarter of a percent to 1% 
in the second half of 2019. But the 
precise timing of this will be dependent 
on developments in Brexit and the 
economic data and the pace of any 
subsequent rate increases are likely 
to remain limited and gradual.

Despite stronger income growth,  
real household expenditure growth 
could slow in 2019

• Given the current strength of the labour 
market, we project real household 
disposable income growth to pick up 
gradually in 2019 and 2020, reaching 
2% in the latter year. However, 
temporary uncertainty around the 
outcome of the Brexit process means 
that real household spending growth 
could slow this year, resulting in  
a slightly higher savings rate.

• Looking further out, we expect 
households to spend a larger share of 
their budgets on housing and utilities, 
with the proportion reaching more 
than 30% by 2030, up from 27%  
in 2018. The share of spending on 
financial services and personal care 
will also tend to increase over time, 
while the share spent on necessities 
such as food and clothing will fall.

• Online sales are likely to become a more 
important part of consumer spending  
in the long term. The proportion of sales 
conducted online doubled in each of the 
food, furnishing and clothing categories 
between 2010 and 2018. Assuming  
no structural change that accelerates 
the rate of growth from current levels, 
the online share of total retail spending 
could rise between 2018 and 2030 
from 5% to 8% for food, from 10%  
to 22% for furnishings and from 18% 
to 32% for clothing.

London likely to grow only slightly 
faster than rest of the UK in 2019-20

• London has consistently outperformed 
other UK regions for most of the past 
three decades in terms of economic 
growth. This is in marked contrast  
to the 1970s and early 1980s when 
London’s average growth rate was 
lower than the UK average due to 
people moving out of the capital. 

• Much of London’s historical 
outperformance is linked to the boom 
in financial and business services 
following the financial deregulation of 
the mid-1980s, as well as its relatively 
low manufacturing share and its ability 
to attract skilled international migrants.

• More recently, there have been signs 
from housing and labour markets that 
London’s relative performance was 
less strong in 2018. We expect this to 
continue in 2019 and 2020, with London 
growing only slightly faster than the 
UK average rate in those years.
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Recent developments

Economic growth slowed from early 2017 
as higher inflation generated by a weaker 
pound squeezed consumers. The economy 
strengthened in the second and third 
quarters of 2018, helped by a recovery  
in consumer spending supported by 
warm weather, rising earnings growth 
and slowing inflation. However, softer 
data in the fourth quarter highlighted  
an underlying weakness in investment, 
which can be attributed to growing 
anxiety among businesses about the 
outcome of the Brexit process, as well as 
the effect of a slowing global economy. 

The jobs market has generally remained 
strong, with the employment rate at record 
levels and unemployment down to its 
lowest rate since 1975. In recent months 
this has finally started to feed through 
into increased wage growth, which is 
one reason why the Bank of England 
raised interest rates in August 2018.

Future prospects

As shown in Table 1.1, our main scenario 
is for UK GDP growth to slow to around 
1.1% on average in 2019 before picking 
up somewhat to 1.6% in 2020. Our views 
on growth and inflation are broadly 
similar to the latest consensus and OBR 
forecasts (see Table 1.1), and indeed  
the latest Bank of England forecasts.

Consumer spending growth held up well 
in 2018, but is expected to moderate to 
around 1.4% in 2019 in our main scenario 
as stronger real wage growth is offset  
by concerns about the implications of 
Brexit, slower projected jobs growth,  
the prospect of a gradual rise in interest 
rates and subdued house price growth.

1. Summary

Indicator 
(% change on 
previous year)

OBR forecasts 
(March 2019)

Independent forecasts 
(February 2019)

PwC main scenario 
(March 2019)

2019 2020 2019 2020 2019 2020

GDP 1.2 1.4 1.4 1.6 1.1 1.6

Consumer spending 1.1 1.5 1.2 1.5 1.4 1.7

Inflation (CPI) 2.1 1.9 1.8 2.0 1.8 2.0

Source: Office for Budget Responsibility (March 2019), HM Treasury survey of independent forecasters (average value of new 
forecasts made in February 2019 survey) and latest PwC main scenario.

Table 1.1: Summary of UK economic growth and inflation prospects

Brexit-related uncertainty will also continue 
to hold back business investment in the 
UK in the short term, although we assume 
in our main scenario that this eases later 
in 2019 on the assumption of an orderly 
Brexit with a transition period. Total fixed 
investment in the economy was flat in 
2018 and is expected to fall by 1% in  
real terms in 2019, followed by moderate 
growth of around 2% in 2020 in our  
main scenario.

The October 2018 Budget provided a 
significant boost to government spending 
in the medium term, particularly on the 
NHS, and also some short-term tax cuts 
that will support growth in 2019. 

The global economy has weakened notably 
over the past six months, with growth in 
China and the Eurozone areas of particular 
concern. It is possible that some of this 
weakness is temporary – for example,  
the German economy was brought almost 
to a standstill by a one-off decline in 
exports because of new car emissions 
standards – but there are also risks of  
a continued marked slowdown in global 
growth extending into 2020, with adverse 
effects on both UK exports and, through 
confidence effects, business investment. 

There are always uncertainties 
surrounding any growth projections,  
as illustrated by the alternative scenarios 
in Figure 1.1. There are still considerable 
downside risks relating in particular to 
the outcome of the Brexit process and 
the global outlook, but there are also 
upside possibilities if these problems  
can be contained and global growth 
regains some momentum. In our main 
scenario, we expect the UK to continue 
with moderate but steady growth in 
2019-20, but businesses need to monitor 
and make contingency plans for potential 
alternative scenarios related to Brexit 
and other factors such as global growth.

Consumer price inflation fell back below 
the Bank of England’s 2% target rate in 
January as the effect of more recent falls 
in global oil prices fed through to UK 
consumer prices. Given benign current 
levels of inflation and continued 
uncertainties around Brexit and the global 
economy, we expect the Monetary Policy 
Committee to remain cautious about the 
pace of future interest rate rises, but in 
our main scenario we assume a further 
quarter-point rate rise to 1% in the 
second half of 2019 and one further  
such increase at some point in 2020.
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Table A.1 presents our latest main 
scenario projections for a selection  
of economies across the world. 

World economic growth accelerated in 
2017 and remained reasonably strong  
on average in 2018. However, we expect 
global growth at market exchange rates  
to slow from 3.3% in 2018 to 3.0% in 2019 
and to 2.9% in 2020. (At purchasing power 
parity rates, growth would slow from 3.8% 
in 2018 to 3.6% in 2019 and 3.5% in 2020). 
This moderation in growth is expected to 
come from weaker expansions in the US, 
China and the Eurozone. Elsewhere there 
are expected to be some bright spots,  
with India posting growth in excess of 
7.5% a year in 2019-20 and a generally 
solid performance among the ASEAN 
economies. Russia and Brazil will also 
continue to strengthen after earlier deep 
recessions, but their pace of growth will 
remain only moderate due to relatively 
subdued global oil prices (Russia) and 
ongoing structural reforms (Brazil). 

There was a marked acceleration in 
Eurozone economic activity in 2016-17, 
but this faded during 2018. We project 
Eurozone growth to be significantly slower 
in 2019, at only around 1.3%, although  
it could then pick up slightly to 1.6% in 
2020 as the impact of some temporary 
factors (e.g. relating to German car sales) 
fade and monetary policy remains very 
accommodative. The US economy is 
also coming off a cyclical high, with 
growth expected to slow from 2.9% in 
2018 to 2.4% in 2019, as higher interest 
rates begin to influence the real economy 
and the effect of fiscal stimulus fades. 
Nevertheless, the US will remain among 
the most vibrant of the advanced 
economies this year.

Finally, we expect the long-term cooling 
of the Chinese economy to continue in 
2019-20. The government is set to deploy 
fiscal and monetary stimulus to try to 
reduce the impact of greater protectionism 
in the US, which means that growth is likely 
to slow only as far as 6.3% in 2019 and 
6.2% in 2020, compared with 6.5% in 2018.

Table A.1: Global economic growth and inflation prospects

Share of 
world GDP

Real GDP 
growth (%)

Inflation 
(%)

2017 at MERs 2019p 2020p 2019p 2020p

US 24.3% 2.4 1.9 1.9 1.8

China 15.0% 6.3 6.2 2.4 2.7

Japan 6.1% 1.0 0.3 1.7 1.7

UK 3.3% 1.1 1.6 1.8 2.0

France 3.2% 1.3 1.5 1.2 1.7

Germany 4.6% 1.0 1.6 1.7 2.0

Greece 0.3% 2.0 2.2 0.6 1.5

Ireland 0.4% 3.5 3.7 1.1 1.5

Italy 2.4% 0.5 0.9 1.0 1.5

Netherlands 1.0% 1.9 2.3 2.4 1.8

Spain 1.6% 2.3 1.8 1.5 1.9

Poland 0.7% 3.8 3.0 2.2 2.5

Russia 1.9% 1.5 1.8 4.5 4.8

Turkey 1.1% -0.3 2.6 19.3 14.2

Australia 1.7% 2.8 2.7 2.5 2.5

India 3.3% 7.6 7.7 5.0 4.6

Indonesia 1.3% 5.2 5.1 3.7 4.3

South Korea 1.9% 2.8 2.8 1.9 2.0

Brazil 2.6% 2.4 2.1 4.0 3.9

Canada 2.1% 2.0 1.8 2.1 2.0

Mexico 1.4% 2.3 2.7 4.0 3.5

South Africa 0.4% 1.6 1.7 4.8 5.4

Nigeria 0.5% 2.5 2.5 11.9 13.0

Saudi Arabia 0.9% 1.9 1.9 3.1 3.0

World (PPP) - 3.6 3.5 3.1 3.0

World (Market Exchange Rates) 100% 3.0 2.9 2.5 2.5

G7 46.0% 1.8 1.6 1.8 1.8

Eurozone 13.9% 1.3 1.6 1.4 1.8

Source: PwC main scenario projections for 2019 and 2020; IMF for GDP shares in 2017 at market exchange rates (MERs).

Appendix A
Outlook for the global economy

These projections are updated regularly in our Global Economy Watch 
publication, which can be found at www.pwc.com/gew
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Annual averages GDP growth Household 
expenditure

Manufacturing 
output growth*

Inflation  
(CPI**)

3 month interest 
rate (% annual 

average)

Current account  
balance  

(% of GDP)

PSNB***  
(% of GDP)

1979 3.7 4.8 13.7 -0.6 4.2

1980 -2.0 0.1 16.6 0.5 3.9

1981 -0.8 0.3 13.9 1.5 3.0

1982 2.0 1.2 12.2 0.6 2.3

1983 4.2 4.4 10.1 0.2 3.0

1984 2.3 2.5 10.0 -0.5 3.3

1985 4.2 5.1 12.2 -0.3 2.5

1986 3.2 6.1 10.9 -1.0 2.0

1987 5.4 5.1 9.7 -1.6 1.3

1988 5.8 7.4 10.4 -3.5 -0.6

1989 2.6 3.9 5.2 13.9 -4.1 -0.6

1990 0.7 1.0 7.0 14.8 -3.1 0.6

1991 -1.1 -0.6 7.5 11.5 -1.3 2.6

1992 0.4 0.9 4.3 9.6 -1.5 5.6

1993 2.5 2.8 2.5 5.9 -1.3 6.7

1994 3.9 3.2 2.0 5.5 -0.5 5.8

1995 2.5 2.1 2.6 6.7 -0.7 4.6

1996 2.5 3.9 2.5 6.0 -0.6 3.3

1997 3.1 4.5 1.8 6.8 -0.1 1.9

1998 3.1 4.0 0.4 1.6 7.3 -0.7 0.2

1999 3.2 4.9 0.5 1.3 5.4 -2.6 -0.8

2000 3.7 4.8 2.3 0.8 6.1 -2.4 -1.5

2001 2.5 3.6 -1.5 1.2 5.0 -2.1 -0.2

2002 2.5 3.8 -2.2 1.3 4.0 -2.2 2.0

2003 3.3 3.6 -0.5 1.4 3.7 -1.9 3.4

2004 2.4 3.2 1.8 1.3 4.6 -2.4 3.3

2005 3.1 3.1 0.0 2.1 4.7 -2.1 3.2

2006 2.5 1.8 2.1 2.3 4.8 -3.1 2.8

2007 2.4 2.7 0.6 2.3 6.0 -3.8 2.6

2008 -0.5 -0.6 -2.8 3.6 5.5 -4.6 5.4

2009 -4.2 -3.3 -9.4 2.2 1.2 -3.9 10.1

2010 1.7 0.7 4.6 3.3 0.7 -3.8 9.1

2011 1.5 -1.0 2.2 4.5 0.9 -2.4 7.1

2012 1.5 1.8 -1.5 2.8 0.8 -4.2 7.6

2013 2.1 1.9 -1.0 2.6 0.5 -5.5 5.7

2014 3.1 2.2 2.9 1.5 0.5 -5.3 5.3

2015 2.3 2.7 0.0 0.0 0.6 -5.2 4.1

2016 1.8 2.9 0.9 0.7 0.5 -5.9 2.9

2017 1.7 1.9 2.6 2.7 0.3 -3.7 1.8

2018 1.4 1.9 0.9 2.5 0.6 -4.1 1.4

Average over economic cycles****

1979 - 1989 2.8 3.7 12.2 -0.8 2.2

1989 - 2000 2.4 2.9 3.3 8.3 -1.5 2.4

2000 - 2014 1.9 1.9 -0.2 2.2 3.3 -3.1 4.4

* After the revisions to the national accounts data, pre-1998 data is not currently available  ** Pre-1997 data estimate   
*** Public Sector Net Borrowing (calendar years excluding public sector banks)  **** Peak-to-peak for GDP relative to trend 
Sources: ONS, Bank of England

Appendix B
UK economic trends: 1979-2018
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