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Seven years after the worst storm in a century
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Should we still be worried?

Or look for a light at the end of the tunnel?

It’s taken a long time to get over it
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In America …

And even more so in the eurozone

Three euro crises in one
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What about Britain?

It’s been a stop-start recovery

For a variety of reasons

• Deficit reduction

• Weak credit growth

• A high-inflation squeeze on real incomes

• Weakness in main export markets

• Household/corporate sector deleveraging

• The regulatory backlash?
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2013 was a lot brighter

The headlines were better

As the economy bounced back
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Much to George Osborne’s relief
•A year ago – Britain seemingly faced a triple‐dip and 
George ‘playing with fire’ Osborne huge pressure to 
change policy.

•Deficit reduction appeared to be going into reverse.

•Growth came just in time.

•The budget deficit is still falling, albeit slowly.

And even Europe returned to modest growth

What’s the outlook?
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Six questions

1. Will growth last, or is it a flash in the pan?

2. Will UK interest rates go up?

3. How much more austerity is to come?

4. What is the outlook for health spending?

5. Will Scotland vote for independence?

6. Who will win the general election?

1. Monetary policy starting to work

Leading indicators point to more growth
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So recovery should last

2. Forward guidance means no rate hike this year

Despite falling unemployment
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But eventually rates will rise

3. The deficit is slowly coming down

And should continue to fall
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But only if there is more austerity

And the spending squeeze has further to run

4. What about health?
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Spending growth slows dramatically

And levels off as % of GDP

Following the global pattern
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Public and private (1)

Public and private (2)

Health does relatively well in the squeeze
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But maybe not well enough
•NHS spending rising at the slowest rate in its history 
– feast to famine.

•Healthcare spending rising at a slower rate than 
population/demographic needs

•Healthcare sector productivity appears to be rising.

•But probably not by enough.

5. Scots not yet headed for independence

And the economic case is against it
• Scotland over‐reliant on declining North Sea.

• Public spending per head 17% above UK average. Fiscal 
challenges enormous.

• Demographic disadvantage: older, static population. Not 
enough entrepreneurs.

• Currency union rejected by major UK parties.

• Independent Scotland would be more economically, 
fiscally‐constrained than devolved Scotland.
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6. Who will win the 2015 election?

A rule-breaking election
• Oppositions always lose support in the run‐up to 
elections.

• Labour’s lead much too small at this stage to guarantee 
victory.

• Governments always lose support between elections.

• Coalition may have changed the rules.

• My prediction: another Conservative/LibDem coalition.

Not yet out of the woods
• UK economy still below pre‐crisis peak.

• Near‐zero interest rates indicate fragility, ‘normalising’ 
monetary policy a big challenge.

• Eurozone, US politics, bear watching closely.

• Absence of new crises doesn’t mean everything is OK 
again.

• The hangovers have eased, but not gone away
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But looking much better
• Britain breaking out of post‐crisis woes. Strong growth getting 
established. Prospects much better. Confidence up.

• Deficit reduction uncomfortable, not yet complete – but not as 
painful as many claim. 

• Health spending does better than most, but still facing a 
considerable squeeze.

• The hope has to be that stronger growth reduces the need for 
sustained austerity.

Finally, keep counting those skips
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Expressions of individual views by members of the Institute and Faculty of 
Actuaries and its staff are encouraged.

The views expressed in this presentation are those of the presenter.
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