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The UK: Stagnation
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Though the news was a little better in February
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The best news from the Q4 GDP release

(Index, Q4 2019=100) UK Business Investment (Index, Q4 2019=100)
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Inflation is on its way back down (but you’d hope so!)
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One swallow does not make a summer, but...
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... Considerably better news in the January release

% m-0-m vs average Month-on-month inflation vs 2010-2019 average % m-0-m vs average
24 - - 24
20 - - 2.0
16 1 - 16
12 - 1.2
08 - - 08
04 - - 04
0.0 - - 0.0
04 - - 04
SER IR IR AR HREE I~ R~ HE RS B S B RN B R SRR B RN
582585323 382858882585323882328G¢

|
wn
@D
<.
@
n
|
&
@D

® Food

G
A> HSBC Source: ONS 7



The labour market is turning slowly...
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.. as surveys have been suggesting

Index UK PMIs: Employment Index
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In some cases, they have been suggesting a slowdown for some time
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But the impact on pay is not yet evident

% 3m/yr Nominal AWE % 3m/3m, annualised
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Meanwhile, the impact of higher rates is starting to be felt

% Mortgage pay ments for firsttime buy ers (% of mean take-home pay) %
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The 390bps of tightening we have seen is already having a big impact
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Mortgage approvals at GFC/lockdown lows
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The rental market is in imbalance

Netbalance New landlord instructions Netbalance
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Lots of demands on the Chancellor ahead of 15 March Budget

Scrap
corporation
tax rise?

Nurses’ pay
rise?

4Xp HsBC

More money
for
defence?

Source: UK Government, Getty Images, FT, Times, OBR, IFS

More money
for
childcare?

Extend business
energy support/
VAT cut on fuel?
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The BoE is approaching the finish line
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If the BOE is right, it could be cutting rates next year. If we are right, it could restart
tightening
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