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UK OUTPUT ALREADY BEATING THE 2007 PEAK? 

Berenberg Macro Flash 

The 2007 recession was not as bad as the statistics office had thought. Following methodological revisions published 
today, the UK may have passed its 2007 peak level of output already. The revisions do not change the big picture. The re-
cession was still extremely bad even if it has now gone from perhaps 10 to 9.9 on the Richter scale. That makes sense. To 
put it bluntly, the financial crisis was very bad. The UK productivity puzzle will not be explained away by data revisions. 
There are unlikely to be further large changes to the size of the recession, while the latest set do no more than take a small 
fraction out of the UK’s productivity puzzle. 
 
The Statistics office today published changes to UK real output between 1998 and 2009. That forms part of a huge package 
of methodological revisions that are being made to better capture economic output. For instance, R&D spending will now 
be counted as investment – and so will add to output – rather than a business cost. The full impact of the changes will be 
finally published in September. The impact on output between 2010 and 2012 will be published in August. 
 
The ONS (Office for National Statistics) now estimate the UK economy shrank 4.1% in 2009, compared to the previous 
estimate of a 5.2% fall. That still marks a truly disastrous period in UK economic history. Indeed, it just returns the magni-
tude of the recession to where the ONS though it was in their 2012 estimates, when the ONS estimated a 4% fall in GDP in 
2009. There were big revisions to other years too, particularly 2007 where growth was lowered by 1ppt to 2.4%. Chart 1 
shows the new and old estimates of the level of GDP, where 1998 is set equal to 100.  
 
The key impact of GDP revisions will be on the UK productivity puzzle. Productivity growth has stalled since the financial 
crisis. Output per hour is more than 15% below where it would have been had productivity continued growing at its average 
rate in the 40 years before the crisis. Upward revisions to GDP, to the extent that they represent better measured output, 
could lower than puzzle. Today’s changes cut a little under 1ppt from the puzzle. In other words, they are signifi-
cant but do not change the big picture. They explain away less than 10% of the productivity puzzle.  
 
GDP revisions alone are unlikely to explain away the productivity puzzle. Weak productivity often follows financial 
crisis, which disrupt the process of creative destruction. UK specific factors have also been at play. The flexible UK labour 
market meant firms held down wages rather than firing more people. The biggest revisions to the recession years are now 
likely to be in the past. The statistics office has all the relevant data for that period and this year’s massive methodological 
changes still leave a huge output drop.  
 
Changes to growth from 2010 onwards, which the statistics office will publish over the next two months, could be 
more significant than these recent changes to pre-2010 data. Changes to data for five years ago will not have much 
effect on the economic outlook unless they are extremely large, which the revisions published today are not. The lack of any 
productivity boost since the economic recovery kicked in last year could be changed when the ONS factors in new data 
sources and the methodological changes over the next couple of months. The headwinds that hurt productivity – banks 
unwilling to lend – have eased significantly over the past eighteen months.  
 
Guessing ONS revisions is a bit like taking a punt on the Grand National winner. There is some information to go on, but 
not much. Business surveys, for instance, are not a very reliable guide to future revisions. Still, if the ONS raise output 
growth after 2009, and especially through 2013 and into 2014, the productivity bounceback would have been stronger thant 
he current data show giving reasons for optimism that productivity will continue growing in the future.  
 

Table 1: Real GDP growth estimates, % yoy 

 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

New 3.8 2.7 2.5 4.3 2.5 3.3 3.0 2.4 -1.1 -4.1 

2013 estimates 4.4 2.2 2.3 3.9 3.2 3.2 2.8 3.4 -0.8 -5.2 

Change -0.6 0.5 0.2 0.4 -0.7 0.1 0.2 -1.0 -0.3 1.1 
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Chart 1: GDP revisions do not change the big picture

GDP level, new estimates, index 1998 = 100

GDP level, previous estimates, index 1998 = 100
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