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First, the bad news: The UK is in recession

Source: Macrobond
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Perking up?

Source: S&P Global
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Source: GfK, Macrobond

The cost of living squeeze should be easing 
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Business investment has been remarkably resilient…

Source: ONS, Macrobond



6Source: Macrobond

…with limited apparent drag from higher rates



7Source: Macrobond, ONS

Though the monthly GDP data aren’t playing ball yet



8Source: Macrobond, ONS

Inflation moving in the right direction



9Source: Macrobond, ONS

Food inflation, and gas prices, are falling



10Source: Macrobond, ONS

It’s unclear how quickly wage growth is slowing



11Source: ONS, HSBC forecasts

We could be back below target by April… albeit not for long 



12Source: Macrobond, Department for Business and Trade

Risks from Red Sea disruption and sticky wage inflation
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Rates outlook still more Table Mountain than Matterhorn

Sources: Chris Hare, Simon Wells



14Source: BoE, HSBC Forecasts

We see the first Bank Rate cut in August….
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Source: Opinion polls (YouGov, Ipsos, Kantar, 

Opinium, Delta Poll, Survation etc)

Election coming – but when?
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16Source: Britain Remade, Macrobond *Output per worker

Can the next government pull the ‘growth lever’?
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High debt levels will limit the options for whoever wins the election 

0

100

200

300

400

500

0

100

200

300

400

500

2022 2027 2032 2037 2042 2047 2052 2057 2062 2067 2072

Baseline Interest rate sensitivity 21st century shocks Department expenditure limit pressures

Long term debt projections% of GDP % of GDP



0

1

2

3

4

5

6

7

8

0

1

2

3

4

5

6

7

8

G
er

m
an

y

Sp
ai

n

E
U

Fr
an

ce

Ita
ly

U
K

% of GDP

Exports to the US in 2022% %

18

US policy changes could affect Europe’s exports and financial markets

Source: Macrobond
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The war in Ukraine poses fiscal questions for Europe…

Source: Kiel institute for the world economy *EU institutions (LHS), NATO *2023 NATO forecasts (RHS)
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…and there are ongoing exposures in relation to gas and food

Source: Eurostat, Macrobond
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Conclusions

Source: HSBC

• The UK is in recession but some indicators are perking up…

• …inflation is coming down (gradually)…

• …and Bank Rate is likely to decline (eventually)…

• …but the UK and US election pose risks
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