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Highlights and key messages  
for business and public policy

(%) 2019 2020

Real GDP growth 1.2 1.0

Consumer spending growth 1.2 1.4

Fixed investment growth -0.3 -0.5

In�ation (CPI) 1.8 1.5

Source: PwC main scenario projections

Key projections

Recent UK developments  
and prospects 

• In our main scenario, we project UK 
economic growth to remain modest 
at 1.2% in 2019 and around 1% in 
2020, somewhat below its long-term 
average rate of around 2%. 

• These projections assume an orderly 
exit from the EU. Risks are weighted 
to the downside over this period due 
to the possibility of a more disorderly 
Brexit as well as global economic risks.

• Consumer spending has continued to 
drive the economy, helped by stronger 
real earnings growth over the past year. 
But the housing market has cooled  
and business investment has been on 
a declining trend as a result of Brexit- 
related uncertainty. Employment also 
fell back slightly in the third quarter 
from previous record highs.

• The Bank of England is expected to 
keep interest rates on hold until the 
situation on both Brexit and the global 
economy is clearer.

UK productivity level continues to lag 
behind other advanced economies

• Latest data suggest that UK output 
per worker lags around 10-15% 
behind Germany, France and Sweden 
and more than 30% behind the US. 

• Our analysis shows that, with the 
partial exception of Germany, these 
productivity gaps are not due to the 
UK having too small a manufacturing 
base. Instead they re�ect lower 
average UK productivity within certain 
industry sectors relative to other 
advanced economies.

• Comparative international evidence 
suggests that relatively low levels of 
UK investment and R&D spending 
and a longer tail of companies and 
workers with relatively low productivity 
and skills are the main reasons for this 
productivity shortfall in the UK relative 
to other advanced economies.

Levelling up productivity across the 
UK could boost GDP by over £80 billion

• There are wide regional variations in 
productivity per job across the UK. 
This is mostly due to productivity 
differences within particular sectors, 
rather than differences in industry 
structures across the UK.

• Our analysis suggests that variations 
in skills levels and transport 
connectivity are the most important 
factors in explaining differences in 
productivity across UK local areas 
and so should be a particular focus 
of investment for both government 
and business.

• If local areas with productivity below 
the UK average level could make  
up half of this gap, the boost to UK  
GDP could be as much as 4%,  
or around £83bn.
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Recent developments

Economic growth has been volatile so far 
this year, with relatively solid growth in the 
�rst and third quarters interspersed with 
declining output in the second quarter. 
This largely re�ects Brexit-related timing 
effects, however, and looking through this 
volatility the underlying trend has been 
for continued modest growth of around 
1% over the past year.

Consumer spending has remained 
relatively resilient, despite some 
slowdown in retail sales growth in recent 
months, and government spending has 
picked up during 2019. But business 
investment shrank for four consecutive 
quarters in 2018 as anxiety about the 
uncertainties of Brexit became more 
acute. Investment rose slightly in the  
�rst quarter of 2019, and stockbuilding 
jumped due to contingency plans for  
a possible no deal Brexit at the end of 
March, but both dropped back in the 
second quarter. Business surveys 
suggest continued subdued con�dence 
and investment in the third quarter.

The jobs market has generally remained 
strong, with the employment rate at near 
record levels and unemployment down 
to its lowest rate since the mid-1970s, 
but employment did fall back slightly in 
the third quarter. Over the past year the 
scarcity of workers has �nally lent them 
some bargaining power, which has fed 
through into increased real wage growth. 
But this will be dif�cult to sustain in the 
medium term unless productivity growth 
also picks up from the subdued rates 
seen over the past decade.

1. Summary

Indicator 
(% change on 
previous year)

Bank of England 
forecasts 

(November 2019)

Independent forecasts 
(October 2019)

PwC main scenario 
(November 2019)

2019 2020 2019 2020 2019 2020

GDP 1.25 1.25 1.2 1.0 1.2 1.0

Consumer spending 1.25 1.5 1.4 1.3 1.2 1.4

In�ation (CPI) 1.8 1.5 1.9 2.0 1.8 1.5

Source: Bank of England forecasts (November 2019), HM Treasury survey of independent forecasters (average value of new 
forecasts made in October 2019 survey) and latest PwC main scenario.

Table 1.1: Summary of UK economic growth and inflation prospects

Future prospects

As shown in Table 1.1, our main scenario 
is for UK GDP growth to average around 
1.2% in 2019, down slightly from 1.4%  
in 2018, before moderating slightly to 
around 1% in 2020. Our views on growth 
and in�ation are broadly similar to the 
latest consensus and Bank of England 
forecasts (see Table 1.1).

Consumer spending growth held up 
relatively well in 2018 and the �rst three 
quarters of 2019 but is projected to 
moderate to around 1.2% in 2019 as a 
whole in our main scenario and remain 
below trend at around 1.4% in 2020.  
This re�ects our expectation that 
stronger real wage growth will be offset 
by concerns about the implications of 
Brexit, slower projected jobs growth  
and subdued house price growth.

Brexit-related uncertainty will also continue 
to hold back business investment in  
the UK. Our main scenario assumes  
that an orderly Brexit will be achieved, 
but there are still important uncertainties 
surrounding this assumption. 

The September 2019 spending round 
provided a signi�cant boost to government 
spending in 2020/21, and other major 
parties are also indicating plans for 
signi�cant �scal expansion over the  
next few years. This will support growth, 
but at the cost of rising public borrowing. 

The global economy has cooled since 
mid-2018 as a result of slower growth in 
each of the US, China and the Eurozone. 
In the US, the impetus given by one-off 
personal and business tax cuts in early 
2018 has faded, though recent Fed rate 
cuts will support domestic demand over 
the next year. The Chinese government  
is continuing to manage the gradual 
moderation of its economy as smoothly 
as possible. In the Eurozone, a progressive 
deceleration in growth from 2016 peak 
rates has already caused the ECB to start 
to undertake renewed monetary loosening. 
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Appendix A
Outlook for the global economy

Table A.1 presents our latest main 
scenario projections for a selection of 
economies across the world. 

In 2019, the world economy is expected 
to grow by around 2.8% (based on GDP 
at market exchange rates), slowing down 
signi�cantly from last year. In our main 
scenario for next year, we expect global 
growth to grow at a similar rate to this 
year assuming no further intensi�cation 
of global trade tensions. Should these 
worsen, however, then global growth 
could be even slower as this would hit 
business con�dence further, with a 
knock-on impact on global investment. 
The manufacturing sector in the UK and 
elsewhere would be particularly exposed 
to any such global economic events 
given its high dependence on trade.

Focusing on the US, we expect growth 
of around 2.5% in 2019, down from 2.9% 
last year. US economic activity continues 
to be propped up by recent interest rate 
cuts and loose �scal policy, with the 
federal budget de�cit expected to 
exceed the $1 trillion mark by the end of 
next year. Nonetheless, we expect some 
further slowdown to growth of around 
1.8% in 2020, which is more in line with 
its potential growth rate. Meanwhile,  
the Chinese economy is expected  
to grow by just under 6% in 2020. 

Economic activity in the Eurozone has 
been sluggish in 2019 on the back of a 
slowing German economy. However,  
we project a modest recovery in 2020 
given the boost from monetary and �scal 
loosening that is expected to support 
economic activity. 

We project mixed levels of economic 
performance across emerging economies. 
However, there are some bright spots 
especially in India and Indonesia, which 
are expected to expand by an average 
rate of around 7% and 5% respectively 
in 2019-20. 

Table A.1: Global economic growth and inflation prospects

Share of 
world 

GDP (%)

Real GDP 
growth 

(%)

Inflation 
(%)

2018 at 
MERs

2019p 2020p 2019p 2020p

United States 24.2 2.5 1.8 2.0 1.9

China 15.8 6.2 5.8 2.4 2.5

Japan 5.9 0.9 0.3 0.9 1.3

United Kingdom 3.3 1.2 1.0 1.8 1.5

Eurozone 14.2 1.1 1.4 1.2 1.5

France 3.3 1.3 1.4 1.2 1.4

Germany 4.7 0.6 1.3 1.6 1.8

Greece 0.3 2.1 2.2 0.4 0.8

Ireland 0.4 4.2 3.5 1.0 1.5

Italy 2.4 0.1 0.6 0.8 1.2

Netherlands 1.1 1.7 1.6 2.3 1.8

Spain 1.7 2.3 2.0 0.7 1.0

Poland 0.7 4.3 3.0 2.2 3.5

Russia 1.9 1.2 1.8 4.6 3.5

Turkey 0.9 0.3 3.0 14.6 12.8

Australia 1.7 2.2 2.3 1.7 2.0

India 3.2 7.3 7.5 4.2 4.8

Indonesia 1.2 5.0 5.1 3.2 3.5

South Korea 1.9 2.5 2.8 1.4 1.6

Brazil 2.2 1.2 2.2 4.3 3.9

Canada 2.0 1.6 1.8 1.7 1.9

Mexico 1.4 0.4 1.3 3.7 3.0

South Africa 0.4 0.6 1.1 4.3 5.1

Nigeria 0.5 2.3 2.5 11.3 11.4

Saudi Arabia 0.9 0.1 1.9 2.7 2.8

Global (Market Exchange Rate (“MER”) 100 2.8 2.7 2.2 2.3

Global (Purchasing Power Parity (“PPP”) rate) - 3.3 3.3 2.7 2.8

G7 45.9 1.8 1.4 1.7 1.7

E7 26.7 4.8 5.0 3.4 3.3

Source: PwC main scenario projections for 2019 and 2020; IMF for GDP shares in 2018 at market exchange rates (MERs).

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 4.1 5.1 12.2 -0.3 -2.5

1986 3.2 6.0 10.9 -1.0 -2.0

1987 5.4 5.1 9.7 -1.6 -1.3

1988 5.7 7.3 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 -5.0 7.5 11.5 -1.3 -2.6

1992 0.4 1.0 -0.1 4.2 9.6 -1.5 -5.6

1993 2.5 2.9 1.5 2.5 5.9 -1.3 -6.7

1994 3.8 3.2 4.7 2.0 5.5 -0.5 -5.7

1995 2.5 2.2 1.5 2.6 6.7 -0.7 -4.6

1996 2.5 3.8 0.9 2.4 6.0 -0.6 -3.3

1997 3.9 4.8 1.6 1.8 6.8 0 -1.9

1998 3.6 4.3 0.3 1.6 7.3 -0.5 -0.3

1999 3.4 4.6 0.3 1.3 5.4 -2.5 0.8

2000 3.4 4.7 1.8 0.8 6.1 -2.3 1.5

2001 3.0 3.5 -1.3 1.2 5.0 -2.1 0.1

2002 2.3 3.2 -2.4 1.3 4.0 -2.1 -2.2

2003 3.3 3.4 -0.5 1.4 3.7 -1.8 -3.6

2004 2.4 3.2 1.9 1.3 4.6 -2.3 -3.5

2005 3.2 2.5 0.1 2.1 4.7 -1.9 -3.4

2006 2.8 1.8 2.4 2.3 4.8 -2.8 -2.9

2007 2.4 2.6 0.6 2.3 6.0 -3.3 -2.7

2008 -0.3 -0.5 -2.9 3.6 5.5 -3.9 -5.6

2009 -4.2 -3.1 -8.6 2.2 1.2 -3.3 -10.4

2010 1.9 1.1 4.5 3.3 0.7 -3.2 -12.2

2011 1.5 -0.1 2.4 4.5 0.9 -1.8 -7.4

2012 1.5 1.6 -1.1 2.8 0.8 -3.4 -7.7

2013 2.1 3.0 -1.1 2.6 0.5 -4.8 -6.0

2014 2.6 2.5 2.9 1.5 0.5 -4.7 -5.6

2015 2.4 2.9 -0.1 0.0 0.6 -4.9 -4.5

2016 1.9 3.8 0.2 0.7 0.5 -5.2 -3.3

2017 1.9 2.3 2.2 2.7 0.3 -3.5 -2.5

2018 1.4 1.6 0.4 2.5 0.6 -4.3 -2.3

Average over economic cycles****

1979 - 1989 2.8 3.7 12.2 -0.8 -2.2

1989 - 2000 2.4 3.0 3.2 8.3 -1.5 -2.4

2000 - 2014 1.9 2.0 -0.1 2.2 3.3 -2.9 -4.8

* Pre-1991 �gures for manufacturing output growth are not currently available on a consistent basis  ** Pre-1997 data estimated   
*** 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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Economic modelling and appraisal Jonathan Gillham +44 (0)7714 567 297
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Contacts and services

Economics

Our macroeconomics team produce the 
UK Economic Outlook three times a year.

The present report was written by  
John Hawksworth, Jing Teow, Alex Tuckett, 
Natasha Reilly and Thanh Dinh.

For more information about the technical 
content of this report please contact:

John Hawksworth 
john.c.hawksworth@pwc.com

or

Jing Teow 
yong.jing.teow@pwc.com

In addition, we provide a range of 
macroeconomic consulting services  
for clients, including:

• Revenue forecasting

• Scenario analysis 
(including stress testing)

• Economic impact analysis 
(including Brexit)

For enquiries concerning these  
services, please contact  
Jonathan Gillham on 07714 567 297  
or Barret Kupelian on 07887 885 139.

Our UK economics team is part of 
Strategy&, PwC’s strategy consulting 
practice. Strategy& is a global team  
of practical strategists committed to 
helping you seize essential advantage.

Our economics practice offers a wide 
range of services, covering competition 
and regulation issues, litigation support, 
public policy and project appraisals, 
�nancial economics, behavioural 
economics and macroeconomics.

For more information about these 
services please visit our website  
(www.pwc.co.uk/economics) or  
contact the relevant person from  
the list to the right.

To receive future editions by e-mail please sign up on our website  
www.pwc.co.uk/economics
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