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Highlights and key messages  
for business and public policy

(%) 2019 2020

Real GDP growth 1.4 1.3

Consumer spending growth 1.6 1.3

Fixed investment growth -0.4 0.1

Inflation (CPI) 2.0 2.0

House prices 1.2 2.1

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 1.4% in 2019 and 1.3% in 2020, 
somewhat below its long term trend 
rate of around 2%. These projections 
assume that a Brexit deal is eventually 
passed in parliament leading to an 
orderly exit from the EU. Risks are 
weighted to the downside over this 
period due to the possibility of a 
more disorderly Brexit.

• Consumer spending has continued  
to drive the economy, but the housing 
market has cooled and business 
investment has been on a declining 
trend as a result of Brexit-related 
uncertainty. 

• The Bank of England is expected to 
keep interest rates on hold this year. 
It could start to raise them very 
gradually at some point in 2020, 
assuming an eventual orderly Brexit. 
By contrast, a no deal scenario could 
see renewed monetary and fiscal policy 
relaxation to support the economy  
in the short term, but might require 
renewed fiscal tightening in the 
longer term.

House price growth likely to remain 
subdued in 2019-20

• In our main scenario, we project that 
UK house prices will rise at an average 
of around 1% this year, but could pick 
up again from 2020 and rise broadly 
in line with earnings thereafter.

• The picture varies across the UK, 
however, as we project most regions 
to see growth in house prices of 
between 2.5% and 4% a year in 
2019-20, with the exception of London 
and the South East, where house 
prices are expected to fall in 2019 
and record only very modest  
growth in 2020.

Private rents unaffordable for many 
key workers in London and South

• There are wide regional variations in 
the cost of private renting. We find 
that median private rents in London, 
the South West, the South East and 
East Anglia are above a commonly 
used threshold of 30% of incomes 
that deems them unaffordable. 
Key workers such as nurses and 
primary school teachers often face 
rents above the 30% of affordability 
threshold in these regions.

• In London, we estimate that tenants 
aged 22-29 years on average now 
have to spend over half (53%) of their 
incomes on private rents.

• High private rent levels may prevent 
people who work in key professions 
from living in or moving to London and 
Southern England, leading to shortages 
of nurses, teachers and other key 
workers, as well as limiting economic 
and social mobility across the country. 

UK labour market performance has 
improved significantly, but many 
OECD countries still do better – 
matching Sweden could add up  
to £250bn to UK GDP

• The labour market has been one of 
the strongest elements of the UK 
economy in recent years, with the 
employment rate at a record high  
and unemployment at its lowest level 
since the mid-1970s. Employment 
rates have risen particularly 
significantly since 2007 for women 
and older workers, while youth 
unemployment rates have fallen  
back to pre-crisis levels.

• However, in a new composite PwC 
Labour Market Performance Index, 
which combines results from our 
Youth Employment, Golden Age and 
Women in Work indices, we find that 
the UK still ranked only 19th out of 33 
developed (OECD) economies in 2018. 
Iceland tops these rankings, followed 
by Sweden.

• If the UK could further improve its 
labour market performance to match 
Sweden1, the boost to UK GDP could 
be as much as 12%, or around £250bn.

1 We chose Sweden as a benchmark as it ranked second in our OECD Labour Market Performance index and seemed to be a more realistic comparator for an 
economy of the scale of the UK than Iceland, which topped our index rankings but is an outlier on many labour market performance indicators.
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Recent developments

Economic growth has been volatile in 
recent quarters. Consumer spending 
growth has remained relatively strong, 
and government spending has picked up 
somewhat, but business investment has 
softened and shrank for four consecutive 
quarters in 2018 as anxiety about the 
uncertainties of Brexit became more 
acute. Investment rose slightly in the  
first quarter of 2019, and stockbuilding 
jumped, but this is likely to have been 
only a temporary increase owing to 
contingency plans for a possible  
‘no deal’ Brexit at the end of March. 
Latest data suggest GDP growth fell  
to around zero in Q2 2019, though it is 
likely to remain volatile from quarter to 
quarter as we approach the next Brexit 
deadline at the end of October.

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

Future prospects

As shown in Table 1.1, our main scenario 
is for UK GDP growth to remain at around 
1.3-1.4% on average in 2019-20, similar 
to the average rate in 2018. 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.

1. Summary

Indicator 
(% change on 
previous year)

OBR forecasts 
(March 2019)

Independent forecasts 
(June 2019)

PwC main scenario 
(July 2019)

2019 2020 2019 2020 2019 2020

GDP 1.2 1.4 1.4 1.4 1.4 1.3

Consumer spending 1.1 1.5 1.6 1.5 1.6 1.3

Inflation (CPI) 2.1 1.9 1.8 2.1 2.0 2.0

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

Table 1.1: Summary of UK economic growth and inflation prospects

Consumer spending growth held up  
well in 2018 and the first quarter of 2019, 
but is projected to moderate to around 
1.6% in 2019 as a whole in our main 
scenario. This reflects 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 
still assumes that a deal will be struck  
at some point, but the timeline for this  
is unclear. Despite the slight increase in 
business investment and the rather large 
rise in stockbuilding in the first quarter of 
the year, subsequent data have showed 
that this is likely to prove a one-off,  
and we assume that fixed investment  
will shrink for the year as a whole,  
and show only fractional growth in 2020. 
Stockbuilding is likely to have gone sharply 
into reverse in Q2 2019, according to 
latest business survey results.

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 have begun to support growth 
from the second quarter of 2019. 

The global economy has cooled over the 
past year 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; the Chinese government 
is continuing to manage the gradual 
moderation of its economy as smoothly 
as possible; and in the Eurozone a 
progressive deceleration in growth from 
2016 peak rates has already caused  
the ECB to start to consider the need  
for renewed monetary loosening. 

The fact that the three largest economies 
in the world have slowed simultaneously 
has weakened business sentiment as 
indicated by PwC’s latest Global CEO 
Survey2 earlier this year. There is also  
a risk that US trade policy towards  
China and others could cause a broader 
slowdown in global growth, although 
trade tensions continue to ebb and flow 
from month to month. If a full-scale trade 
war did break out, however, this would 
have adverse effects on both UK exports 
and, through confidence effects, 
business investment.

2 For further details of this survey see: https://www.pwc.com/gx/en/ceo-agenda/ceosurvey/2019/gx.html 
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How does UK labour market 
performance compare to other  
OECD countries?

As we discuss in detail in Section 4 of 
this report, the UK is currently enjoying 
record employment rates of more than 
75%, but its performance looks less 
impressive when put in the context of  
its OECD peers (see Figure 1.3). The UK 
ranks 13th out of 35 economies on this 
measure, with the leading economies, 
such as Iceland, Switzerland and Sweden, 
having employment rates of around 80% 
or above. Labour markets in all of the 
OECD economies in our study were 
affected to varying degrees by the global 
financial crisis, but have since bounced 
back. The UK is among a majority of 
countries whose employment rate now 
exceeds that in 2007, before the financial 
crisis hit.
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Figure 1.3 – OECD Employment rate (2018)

Source: OECD

UK jobs growth has been 
remarkably strong over the 
past seven years, but we still 
lag some way behind the top 
international performers.

John Hawksworth
Chief Economist, PwC

Using data from our Youth Employment 
Index, Golden Age Index (for workers aged 
55 and above) and Women in Work index, 
we have compiled a new composite 
Labour Market Performance Index,  
in which the UK ranks 19th out of 33 
countries based on a broader range  
of labour market indicators covering 
younger, older and female workers  
(see Figure 1.4). The UK’s labour market 
score has improved since 2007 for all three 
indices, reflecting structural improvements 
in employment rates for older workers and 
women in particular, as well as a cyclical 
reduction in youth unemployment rates 
since 2012. But other countries have also 
improved so our overall index score 
remains only in line with the OECD 
average in 2018 as Figure 1.4 illustrates.
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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 3.2% in 2018 to 2.8%  
in 2019 and the same rate in 2020.  
(Using purchasing power parity GDP 
weights, global growth could slow from 
3.7% in 2018 to 3.4% in 2019 and 3.5% 
in 2020). This moderation in growth in 
2019 is expected to come from weaker 
expansions in the US, China and the 
Eurozone. We have also become less 
confident about prospects for two major 
emerging markets that have performed 
poorly in recent years: Brazil and South 
Africa. Elsewhere there are expected to 
be some bright spots, with India posting 
growth in excess of 7% a year in 2019-20 
and a generally solid performance among 
the ASEAN economies.

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 1.1%, 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 
2.3% in 2019, as past rises in interest 
rates feed through to the real economy 
and the effect of earlier fiscal stimulus 
fades. Nevertheless, the US will remain 
among the fastest growing advanced 
economies this year, thanks to a buoyant 
consumer sector and the possibility that 
the Fed could now start to easing 
monetary policy. 

Finally, we expect the long-term cooling  
of the Chinese economy to continue  
in 2019-20. The government has deployed 
fiscal and monetary stimulus to try  
to reduce the impact of greater 
protectionism in the US.

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 2.3 1.8 1.8 1.7

China 15.0 6.3 6.2 2.4 2.7

Japan 6.1 1.0 0.3 0.9 1.5

UK 3.3 1.4 1.3 2.0 2.0

France 3.2 1.2 1.5 1.4 1.6

Germany 4.6 0.7 1.6 1.4 1.7

Greece 0.3 2.0 2.2 0.7 1.2

Ireland 0.4 3.4 3.7 1.0 1.2

Italy 2.4 0.1 0.9 0.9 1.3

Netherlands 1.0 1.6 2.3 2.3 1.5

Spain 1.6 2.3 1.8 1.0 1.6

Poland 0.7 3.8 3.0 2.0 2.5

Russia 1.9 1.5 1.8 4.5 4.5

Turkey 1.1 -1.5 2.6 17.1 13.9

Australia 1.7 2.2 2.7 2.1 2.3

India 3.3 7.3 7.5 4.2 4.8

Indonesia 1.3 5.2 5.1 3.4 3.9

South Korea 1.9 2.5 2.8 1.4 1.6

Brazil 2.6 1.3 2.2 4.3 3.9

Canada 2.1 1.6 1.8 1.7 1.9

Mexico 1.4 1.8 2.7 3.2 2.7

South Africa 0.4 1.3 1.7 4.6 4.8

Nigeria 0.5 2.1 2.5 12.4 11.7

Saudi Arabia 0.9 1.8 1.9 2.8 3.0

World (PPP) - 3.4 3.5 2.8 3.0

World (Market Exchange Rates) 100 2.8 2.8 2.3 2.4

G7 46.0 1.7 1.5 1.6 1.7

Eurozone 13.9 1.1 1.6 1.3 1.6

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

This 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. 
US-Chinese trade tensions remain an 
important source of uncertainty for both 
economies, and for global growth more 
generally over the next few years.
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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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