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The outlook for the UK

• We expect sluggish growth, and low interest rates, to persist

• But a ‘no deal’ Brexit or a global slump might lead to a UK recession (and policy 

stimulus) 

• In the long run, low growth, low inflation and low interest rates could be the norm



How’s the economy doing?
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Source: ONS
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UK GDP fell by 0.2% q-o-q in Q2 but a Q3 rebound is in prospect
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Source: Refinitiv Datastream

Note: *Excluding energy
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Source: HSBC, IMF, Refinitiv Datastream 7
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Global growth has cooled and world trade has too
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The good news: employment is strong…



9
Source: ONS

-3

-2

-1

0

1

2

3

4

5

-3

-2

-1

0

1

2

3

4

5

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

% 3m/yr% 3m/yr

Real regular pay Nominal regular pay

UK Labour Market

…and pay growth had picked up…
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Our forecast is for Bank Rate to remain on hold, but the market expects cuts



Downside risk: a ‘no deal’ Brexit
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In the UK, it’s all about politics

Source: Wikimedia Commons

Probabilities correct as of 30/09/2019

Source: BBC, Betfair exchange
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The outcome of an election would be difficult to predict

Source: UK Polling Report, HSBC.   *Moving average of last 15 polls
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What if it’s ‘no deal’?

Source: HSBC. For more information, see Brexit Strategies: No deal for real?, 27 June 2019
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Inflation would likely go higher due to a fall in sterling 
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The BoE would act in a ‘no deal’ scenario in our view

7 November

 25bps rate cut to 0.5%

 GBP65bn of QE

 GBP15bn of corporate bond purchases

 An increase in the scope of the Term Funding 

Scheme of cheap loans for banks 

19 December

 25bps rate cut to 0.25%

30 January (Mark Carney’s last meeting)

 15bps rate cut to 0.1%
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Source: Wikimedia Commons Source: HSBC



Downside risk: a global downturn
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Source: IHS Markit, Eurostat & HSBC 19
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Europe’s manufacturing weakness could drag the broader economy down…



Source: Eurostat, UN Comtrade, HSBC calculations 20
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…especially if US auto tariffs kick in



Upside risk: a fiscal expansion
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A Brexit Budget? 
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Source: BBC, FT, The Times, IFS, HSBC
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Borrowing could rise by GBP20-30bn relative to March expectations 
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Labour would increase current spending… but that’s just the start 
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Nationalisation is popular



The longer run
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Productivity has been persistently weak



HSBC long-term growth model projections for real GDP growth

2030: Long-term global GDP rankings

Source: HSBC Research (“The World in 2030 - Our long-term projections for 75 countries”- September 2018). 

Source: HSBC Research (“The World in 2030 - Our long-term projections for 75 

countries”- September 2018). 

Note: GDP figures in constant 2018 USD terms

We see long-run UK GDP growth of 1.5%



-2

-1

0

1

2

3

4

5

-2

-1

0

1

2

3

4

5

2003 2005 2007 2009 2011 2013 2015 2017 2019

% Yr% Yr "World" Inflation

Headline Core

Source: Refinitiv Datastream. Note: Includes US, UK, Sweden, Norway, Eurozone, Switzerland, Japan, Canada, Korea, Thailand, Hungary, Chile and Poland based on data availability 

and timeliness of releases.

Global inflation might remain subdued



Global real interest rates might stay low for (much) longer…
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…and the yield curve might be prone to further inversions
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The outlook for the UK

• We expect sluggish growth, and low interest rates, to persist

• But a ‘no deal’ Brexit or a global slump might lead to a UK recession (and 

policy stimulus) 

• In the long run, low growth, low inflation and low interest rates could be 

the norm
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