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UK: RECOVERY BOOSTING TAXES 

Berenberg Macro Flash 

 
June PSNB ex financial 

Interventions  

 

Actual £ 11.4bn 

Previous £13.7bn 

Consensus £10.5bn 

Berenberg £11.1bn 

 

 

UK tax receipts are starting to respond to the recovery. Government borrowing came in a little higher than consensus 

had expected at £11.4bn in June. Borrowing was a little down on last year’s £11.6bn, once the distorting effect of interest 

transfers from the BoE are stripped out of the numbers. In the details, tax revenues are showing signs of improvement. 

VAT receipts rose 5.5%yoy, stamp duty was up 43%, income tax by 2.3% and corporation tax 17.9%. Stronger taxes were 

offset by a rise in benefit spending in June. 

 

Borrowing overshooting government forecasts, but that should change now. In the first three months of the fiscal 

year starting in April public borrowing excluding accounting distortions was £36.1bn, up from £33.7bn in the same three 

months in 2013/14. A good chunk of that overshoot is down to bonus payments being shifted from the first to the second 

quarter last year to take advantage of a cut in the higher rate of income tax. The government had forecast government bor-

rowing to fall by around £10bn in the current fiscal year. There is still a long way to go for the government to get public 

borrowing down and the numbers for this year look off course so far. But they should begin catching up now the tax distor-

tion is unwinding and economic growth looks likely to beat the government’s conservative assumptions Moreover, the data 

are often revised markedly in future months. 

 

Wages are the missing ingredient for the government. Rising wages would push more money into the treasury’s coffers, 

but pay growth is currently marooned below 1% yoy. The labour market has been tightening rapidly though, and surveys 

now point to rising wage pressure. We expect pay growth to gradually pick up over the second half of the year, improving 

government borrowing.  

 

 

 

bn £ JUN MAY APR MAR FEB JAN 

PSNB ex Interventions 11.4 13.3 6.76 7.47 10.29 -6.11 
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This message has been produced for information purposes for institutional investors or 

market professionals, it is not a financial analysis within the meaning of § 34b or § 31 of the 

German Securities Trading Act (Wertpapierhandelsgesetz), no investment advice or recom-

mendation to buy financial instruments. The message does not claim completeness regarding 

the information on the developments referred to in it. On no account should it be regarded 

as a substitute for the recipient’s procuring information for himself or exercising his own 

judgements. The message may include certain descriptions, statements, estimates, and con-

clusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or 

consequential loss or damages of any kind arising out of the use of this message or any part 

of its content. -- For full economics reports please visit our website or con-

tact capitalmarkets@berenberg.de.  
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