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  M A C R O E C O N O M I C S  F I N A N C I A L  M A R K E T S  E C O N O M I C  P O L I C Y  S E C T O R S  

U N I T E D  K I N G D O M  

It’s downhill from here for the 

UK economy 
The preliminary Q4 growth estimate seems to underline the 

British economy’s resilience 18 months after the Brexit vote. 

However in our view it’s downhill from here for the UK economy 

with the slow-burning growth deceleration that is already 

underway set to become more pronounced in 2018. 

In the three months to December GDP growth came in at +0.5% q/q – slightly 

above consensus and the rate observed in the previous quarter (+0.4% q/q). In 

contrast to positive growth contributions from the service and produ ction 

sectors, the construction sector contracted for the third consecutive quarter . No 

breakdown of components is available yet, but higher frequency data suggests 

that private consumption – albeit weakened – was the main engine of growth in 

the fourth quarter. For 2017 as a whole, UK GDP growth now stands at +1.8%. 

While only a slight dip compared to the +1.9 per cent expansion seen in 2016, 

this is the lowest growth rate for the British economy since 2012 when the 

continent found itself in the grip of the Eurozone debt crisis.   

Today’s growth data is a moment of ‘as good as it gets’ and we expect the 

strength of the  UK economy to wane over the course of 2018. While the Brexit 

vote did not trigger the much feared doom and gloom scenario, the UK economy 

is already experiencing a clear – albeit slow-burning – slowdown which has 

been masked to some extent by the favourable global economic backdrop.  

Relatively weak domestic demand will be key driver of the slowdown. Brexit 

uncertainty looks set to have a dampening impact on investment in particular 

while the consumer squeeze will continue in 2018 in the context of inflation 

outpacing wage growth and weakening house prices. British exports are 

currently profiting from the favourable global growth outlook but hopes of a 
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pronounced and lasting export boom following the sharp depreciation of 

Sterling are in our view misplaced. After all exporters have increased price s to 

protect margins in light of the high import content of their goods. In any case 

the modest growth contribution from the external sector will not prove strong 

enough to offset the expected slowdown in domestic demand. 

Over the past 18 months, the UK economy has been increasingly struggling to 

keep up with its European peers and we expect it to remain an economic 

laggard this year: While the Eurozone economy looks set to expand by a further 

+2.2% in 2018 after +2.5% last year, we expect UK GDP growth to reach just +1.4 

per cent this year – one of the lowest growth rates across the EU. 

The cooling economic backdrop is unlikely to make a crucial year for Brexit 

negotiation any easier for Prime Minister Theresa May who will have to seal a 

divorce agreement as well as a deal on the principles underpinning future EU-

UK relations by the end of the year. 
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ABOUT ALLIANZ  

The Allianz Group is one of the world's leading insurers and asset managers with more than 86  million retail and 

corporate customers. Allianz customers benefit from a broad range of personal and corporate insurance services, 

ranging from property, life and health insurance to assistance services to credit insurance and global business 

insurance. Allianz is one of the world’s largest investors, managing over 650 billion euros on behalf of its insurance 

customers while our asset managers Allianz Global Investors and PIMCO manage an additional 1.3  trillion euros of 

third-party assets. Thanks to our systematic integration of ecologi cal and social criteria in our business processes and 

investment decisions, we hold a leading position in the Dow Jones Sustainability Index. In 2016, over 

140,000 employees in more than 70 countries achieved total revenue of 122 billion euros and an operating profit of 

11 billion euros for the group. 

These assessments are, as always, subject to the disclaimer provided below.  

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

The statements contained herein may include prospects, statements of future expe ctations and other forward-looking 

statements that are based on management's current views and assumptions and involve known and unknown risks 

and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in  such 

forward-looking statements.  

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and competitive 

situation, particularly in the Allianz Group's core business and core markets, (ii) performance of finan cial markets 

(particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured loss events, 

including from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and 

trends, (v) persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate 

levels, (viii) currency exchange rates including the euro/US-dollar exchange rate, (ix) changes in laws and regulations, 

including tax regulations, (x) the impact of acquisitions, including related integration issues, and reorganization 

measures, and (xi) general competitive factors, in each case on a local, regional, national and/or global basis. Many of 

these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their 

consequences.  

NO DUTY TO UPDATE 

The company assumes no obligation to update any information or forward -looking statement contained herein, save 

for any information required to be disclosed by law.  

 


