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UK: CONSUMER CONFIDENCE STILL RIDING HIGH 

Berenberg Macro Flash 
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Consumer confidence remains buoyant despite a 3 point dip in July. The index fell -2 in July, from 1 in June, as con-
sumers became a little less optimistic about the prospects for the economy. However, this fall comes after a 30 point rise in 
the index in the two years to June and leaves consumer confidence in-line with its average of -2 in the ten years before the 
crisis. The all-time high for the index was +10 in June 1987, and while UK growth is pretty strong at the minute it is obvi-
ously nowhere near as strong as that mad raging boom in the late 80s when GDP growth peaked north of 6% yoy. At these 
still elevated levels, confidence is comfortably strong enough to deliver the 3.1% growth we look for this year and suggests 
little evidence of any impending slowdown. 
 
Imminent rate hikes may be to blame for the wobble. The vast majority of households now expect the BoE to start 
hiking rates in the next twelve months after Mark Carney's Mansion House speech in June. In that speech, the central bank 
Governor admitted rate hikes could come this year, a U-turn from his previously extremely dovish position. There may also 
be a small Putin effect, as the downing of MH17 brings the Ukrainian troubles into consumer's conscience. 
 
Confidence is likely to remain strong. After so many years with close to zero interest rates, the prospect of hikes is 
bound to cause some wobbles. But once the reality sets in that borrowing costs are likely to remain very low for a long time 
to come, those wobbles should dissipate. Any small Putin effect in the figures is unlikely to fade as easily though. Indeed, 
events in Ukraine pose the biggest tail risk to our optimistic UK outlook. 
 
 
 

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 recommendation 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, state-

ments, estimates, and conclusions 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 contact capitalmarkets@berenberg.de.  

Joh. Berenberg, Gossler & Co. KG 

60 Threadneedle Street 

London EC2R 8HP 

Phone +44 20 3207 7878 

www.berenberg.com 

christian.schulz@berenberg.com 


