
2.28. THE UNITED KINGDOM: OUTLOOK REMAINS RELATIVELY SUBDUED 

Preliminary estimates for the last quarter suggest that the UK economy likely grew by 1.8% in 2017. Recent 

data revisions by the Office for National Statistics (ONS), affecting data as far back as the first quarter of 2016, 

have increased year-on-year growth rates in 2017, resulting from a statistical (carry-over) effect. 

Notwithstanding this effect, the significant slowdown seen in the quarterly growth rates in 2017 compared to the 

second half of 2016 is still evident. 

The slowdown has been driven primarily by a decline in private consumption growth, due to a squeeze on real 

disposable incomes. Consumer prices rose sharply in 2017 following the 2016 depreciation of sterling. Private 

consumption growth in 2018 is expected to remain subdued alongside continued elevated inflation. Business 

investment growth also remains relatively weak despite very favourable conditions (including low financing 

costs and improving external demand), as heightened uncertainly is weighing on business investment. 

 

Supported by the earlier depreciation of sterling and growth in main trading partners, notably in the euro area, 

the UK economy has benefited from buoyant trade. Exports grew by an average of 6.8% (y-o-y) in the first three 

quarters of 2017. Partially offsetting this, imports have grown by an average of 3.1% (y-o-y) in the same period. 

The boost from net trade is expected to moderate in 2018 as the impact of sterling’s earlier depreciation 

unwinds. All these factors together mean GDP growth is expected to be 1.4% in 2018. 

Under the current technical assumption,
 
(

1
) GDP growth is expected to remain subdued at 1.1% in 2019. The 

positive effect of lower consumer price inflation on consumption is expected to be partially offset by an increase 

in the household savings rate. Business investment is projected to remain relatively weak while net exports are 

forecast to moderate in line with export markets. 

After averaging 2.7% in 2017, consumer price inflation is expected to remain elevated in 2018 at 2.7%, as the 

impact of the rise in oil prices feeds through to consumer prices. Inflation is projected to ease to 2.0% in 2019. 

 

                                                           
(1) Given the ongoing negotiation on the terms of the UK withdrawal from the EU, projections for 2019 are based on a purely technical 

assumption of status quo in terms of trading relations between the EU27 and the UK. This is for forecasting purposes only and has no 
bearing on the talks underway in the context of the Article 50 process. 
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