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UK: PUBLIC BORROWING CUTS MISSING IN ACTION  

Berenberg Macro Flash 

September Public sector net bor-

rowing ex banking 

groups 

Public sector net bor-

rowing 

Actual £ 11.8bn £ 11.1bn 

Previous £11.7bn £11.0bn 

Consensus £10.1bn £9.4bn 

Berenberg £9.9bn £9.0bn 

 
UK public sector borrowing rises despite still buoyant economic growth. The government borrowing 

£11.8bn in September, ignoring distortions from public sector banking groups. That is up from £10.3 bn a year 

ago and worse than consensus expectations of £10.1bn. Public borrowing has disappointed so far during the 

current fiscal year, reaching £58.0bn, up £5.4bn on last year whereas the government had forecast a significant 

decline as the economic recovery continued. 

 

Broken transmission. It is still early days and the figures could be significantly revised. But the trends seem 

clear enough. The economic recovery is creating plenty of jobs which should help keep a lid on benefit spending, 

but still weak wage growth along with the Chancellor’s decision to increase the amount people can earn tax free 

has hurt income tax receipts and means borrowing stubbornly refuses to decline. So far this fiscal year, income 

tax has risen 0.1%, whereas VAT is up 3.9%, stamp duty has surged 25.2% and corporation tax has grown by 

5.4%. Some of that income tax weakness is a distortion related to shifting timing of bonus payments in 2013, but 

there is more to it than just a distortion. On the month it was expenditure rises that explained some of the disap-

pointment. Benefits rose 5.4% yoy, mainly as pension payments rose, while investment and other government 

spending were also up notably. 

 

Testing times. With borrowing cuts missing in action, the Chancellor could face a testing time in the run-up to 

the election. Given the Conservatives are behind in the polls, there may have been some lingering hopes of some 

pre-election fiscal presents. That was unlikely before the latest borrowing overshoots and it becomes less likely as 

each month goes by and the fiscal figures disappoint. As the chart below shows, borrowing continues to diverge 

relative to last year’s efforts whereas the government expects the gap to close as the year wears on and income 

taxes recover from the early year distortions. The normal health warnings apply. These are early figures that are 

subject to substantial revision. Drawing hard and fast conclusions can be perilous. But overshooting borrowing 

does match, qualitatively, what we know about wages and the tax free threshold. That latter policy seems to be 

costing rather more than the Treasury had bet on. 

 



M A C R O  N E W S  

2/2    

 
 

 SEPT AUG JUL JUN MAY APR 

PSNB ex banking 

groups 

£11.8 £11.7bn £0.3bn £11.0bn £13.0bn £10.1bn 
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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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