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Berenberg Macro Flash 

UK GDP, qoq, Q4 2014, second release 

 

Actual:Actual:Actual:Actual:        0.5%0.5%0.5%0.5%    

Previous: 0.5% 

Consensus: 0.5% 

Berenberg: 0.5% 

 

UK foUK foUK foUK fouuuurth quarter slowdown was a blip, not a harbinger of trouble.rth quarter slowdown was a blip, not a harbinger of trouble.rth quarter slowdown was a blip, not a harbinger of trouble.rth quarter slowdown was a blip, not a harbinger of trouble. UK fourth quarter GDP growth was con-

firmed at 0.5% qoq and 2.7% yoy today (we had expected a small upward revision to Q1 2014 to boost the yoy rate 

today. Q1 2014 growth was indeed revised up, to 0.7%qoq from 0.6% qoq, but it did not quite push up Q4 2014 yoy 

growth on the rounding). In accounting terms, a sizeable fall in construction output explains why growth slowed 

from 0.7% qoq in Q3, though we would put that down as volatility and largely ignore it, given that the statisti-

cian’s construction figures are somewhat at odds with anecdote and surveys. The underlying story remains much 

more positive. Through 2014 the dominant services sector grew consistently and strongly (0.8% qoq in Q4, the 

same as Q3) while the manufacturing sector suffered from a Europe wide slowdown triggered by a rise in caution 

after Putin stepped up his war in Ukraine last summer. Given the up-tick in manufacturing surveys over the past 

few months, that small drag on growth may be passing, while construction may improve in Q1. Importantly, ser-

vices in December posted its strongest monthly growth since February 2013 according to other figures released 

today, suggesting that the dominant sector may even be picking up speed already. 

 

Consumption and exports drive growth, as falling North Sea spending drags on investment.Consumption and exports drive growth, as falling North Sea spending drags on investment.Consumption and exports drive growth, as falling North Sea spending drags on investment.Consumption and exports drive growth, as falling North Sea spending drags on investment. The statisti-

cian’s first stab at measuring expenditure, shown in the table below, can be ropey, so we should not interpret it 

too literally. There will no doubt be significant revisions in future months. Nevertheless, the data show UK fourth 

quarter growth driven by a 0.5% qoq rise in consumption and 3.5% bounceback in exports. Indeed, net trade more 

than explains GDP growth in the fourth quarter, as it contributed 0.6ppts. Continued improvement in Eurozone 

growth could continue to aid exports in 2015. The big drag to growth came from business investment which fell 

on North Sea cutbacks. 

 

North North North North SSSSea drag should not be a serious cause for worry.ea drag should not be a serious cause for worry.ea drag should not be a serious cause for worry.ea drag should not be a serious cause for worry. As a net oil importer, lower oil prices act like a tax cut. 

North Sea firms seem have reacted quickly. But cheap petrol has also boosted real wages, while retail sales have 

recently been on a tear. Indeed, today’s release showed another marked quarterly gain in employees’ income. So 

called compensation of comployees rose 1.2% qoq and 4.3% yoy in Q4, the latter the strongest since a tax induced 

blip in 2013 Q2, which bodes well for consumption growth in 2015, and probably means the saving ratio rose in 

Q4. That puts the lie to claims that the recent UK recovery has just been a debt fuelled flash in the pan. We expect 

accelerating consumption growth to push GDP growth up to 0.8% qoq in Q1 2015, and growth for the year as a 

whole up to 3.2% after the 2.6% read in 2014. 

 

Investment cycle has further to run.Investment cycle has further to run.Investment cycle has further to run.Investment cycle has further to run. Two consecutive falls in business investment are disappointing for sure, 

but they do not mean the upturn in capital spending is now at an end. Conditions remain propitious for invest-

ment. Extremely low interest rates, entrenched growth and continued solid firm confidence bode well for capital 

spending, while political risks to investment are overplayedpolitical risks to investment are overplayedpolitical risks to investment are overplayedpolitical risks to investment are overplayed. None of the possible general election outcomes 

are appetising for firms. But keep that in perspective. Any impact from previous elections seems to have been 

overwhelmed by the broader cycle at the time, even in 1974 (though we must be careful with old data, which can 
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be ropey). Labour’s policies would be more of an irritant than an investment block, and Brexit risks would be a 

slow burn drag. Remember, the Scottish referendum barely registered in firms’ decisions until just a few months 

before the vote. Falling oil prices matter, given that the North Sea sector and utilities together account for about 

15% of investment. But that need not overwhelm the other four-fifths of spending, particularly as cheaper oil will 

boost profits in the non-oil sector and, possibly, investment too. 

 

 

 Q4Q4Q4Q4    2014201420142014    Q3Q3Q3Q3    2014201420142014    Q2Q2Q2Q2    2014201420142014    Q1 2014Q1 2014Q1 2014Q1 2014    

GDP, % qoq 0.5% 0.7% 0.8% 0.7% 

Household consumption, qoq    0.5% 0.7% 0.5% 0.6% 
Government consumption, qoq 0.0% 0.5% 1.4% 0.2% 
Gross fixed capital formation -0.5% 0.5% 1.3% 2.4% 
Business investment, qoq -1.4% -1.2% 3.4% 1.3% 
Stock building, contribution to 
growth, qoq 

-0.1ppt 0.7ppts -0.4ppts -0.4ppts 

Exports, qoq 3.5% -0.8% -0.3% 1.8% 
Imports, qoq 1.3% 1.4% -1.3% 1.0% 
Net trade, contribution to growth, 
qoq 

0.6ppts -0.7ppts 0.3ppts 0.2ppts 

 

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 (Wertpapierhan-

delsgesetz), 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 regard-

ed 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 conclusions underlining potential devel-

opment 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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