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Challenges set to continue for UK
economy as growth stalls
With a growing risk that we may not know whether 'no deal' has been
averted until much closer to the 29 March deadline, the UK economy
faces a challenging few weeks. The chances of a rate hike from the
Bank of England this year are receding
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It was back to reality for the UK economy during the fourth quarter, according to the latest GDP
figures. Growth slowed to just 0.2%, a stark contrast to the 0.6% reading seen during the third
quarter when warmer weather gave the economy a temporary reprieve. But the most alarming
feature of these numbers is that fact that business investment fell for the fourth quarter in a row,
as Brexit uncertainty continued to bite.

We highlight three reasons why things aren’t likely to get much better during the first quarter.
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Worse than expected

Firstly, despite various surveys suggesting manufacturers are building up supplies of components
and finished goods, we don’t think this will provide a meaningful boost to growth. By definition,
many of these supplies are likely to be imported so won’t boost domestic demand – and in any
case, a lack of warehousing space means firms’ capacity to stockpile is probably fairly limited.

Stockpiling aside, the next few weeks are likely to see an increasing number of firms continuing to
implement contingencies, which is unlikely to be growth-positive. While we still think 'no deal' will
be avoided on March 29, most likely by Article 50 being extended, there is now a growing risk we
won’t know for sure until the last minute. It’s not clear whether the Cooper amendment, designed
to lay the groundwork for Parliament to get a vote on delaying Brexit, will gain more traction this
week than it did at the end of January. But our sense is that we are unlikely to get much additional
clarity after Thursday’s scheduled Parliamentary vote on Brexit.

This uncertainty appears to be slipping into the consumer mindset too, where confidence is now
the lowest since 2013. If individuals gradually become more wary about the risks to job security
and personal finances after March, we suspect at the very least consumers will hold-off on big-
ticket purchases, favouring building levels of savings instead.

Putting all of this together, we agree with the Bank of England’s latest assessment that growth will
stay around 0.2% during the first quarter. This says to us that a rate hike during the first half of the
year looks very unlikely.

Author

James Smith
Developed Markets Economist
james.smith@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person

mailto:james.smith@ing.com


THINK economic and financial analysis

Snap | 11 February 2019 3

for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

