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UK GDP brings more questions than answers
UK GDP was revised down further, and the underlying details revealed
some odd patterns

0.2%

UK 1Q GDP growth
(QoQ%)

Worse than expected

The first release of 1Q UK GDP was a clear disappointment. When published last month it reported
growth of just 0.3% QoQ versus the 0.6% rate the Bank of England had been pencilling in. The fact
that it has now been revised down to just 0.2% QoQ brings into focus the problems the UK
economy is facing just ahead of the start of formal Brexit negotiations.
The big concern has been the squeeze on household spending power caused by the fact wage
growth is failing to keep pace with the cost of living. This suggests weaker consumer spending
growth while Brexit-related uncertainty is likely to mean businesses are more cautious about
putting money to work. This implies less hiring and investment spending in the economy. The one
hope has been that the pound’s plunge would boost the competitiveness of UK exports that would
also lead to a partial rebalancing of the UK economy. However, this wasn’t really in evidence in
yesterday’s release.

UK PMI points to a small rebound in 2Q

Source: Macrobond

Investment spending actually rose 1.2% QoQ, the strongest rate of growth for nearly two years,
whereas the net trade contribution acted as a drag on overall growth – imports rose 2.7% while
exports fell 1.6% on the quarter. Then there is the government spending component. Despite
austerity, it rose 0.8% QoQ, the strongest figure since 2Q15. The one area where the data made
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intuitive sense was consumer spending growth, which slowed from 0.7% QoQ in 4Q16 to 0.3% in
1Q17.
We are hopeful that growth may rebound a touch in 2Q17 given business survey readings, but the
trend is one of overall weaker growth. This really underlines the problems facing the British
government in the Brexit negotiations, which are set to start within a couple of weeks of the
election result. It also highlights the need for a fairly long transition period to help smooth the
process and minimise any economic damage from Britain’s departure from the EU.
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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 NV 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 for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). 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.
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