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UK CONSUMER CONFIDENCE REBOUNDS, UNDERPINNED BY STRONG
FINANCES

Berenberg Macro View

UK household confidence turned sharply higher in March, underpinned by rapid vaccine pro-
gress, solid balance sheets and improving expectations for the recovery.

¢ Headline consumer confidence jumped 7 points to -16, the highest level since March 2020
— Chart1

e Households’ current financial situation reached a survey high of 31 while their view of the
general economic situation for the next 12 months reached the best level since October
2016 (-17) — Chart 2

¢ Unemployment expectations declined from a still elevated level to 36 from 44 in March
and a peak of 56 in July 2020 — Chart 3

e The appetite to make major purchases remained well below the pre-pandemic level — but
nonetheless jumped 8 points in March -11 — Chart 4

Despite the huge shock to household demand in 2020 as the pandemic and the restrictions to
contain it hurt confidence and limited the opportunity to spend, underlying consumer funda-
mentals remain in good shape.

e Aggressive fiscal support — especially the furlough scheme as well as easier access to un-
employment benefits — have kept employment and incomes high

e Unlike the situation after the 2008/2009 financial crisis, most households are coming out
of the Covid-19 downturn with healthier finances that can underpin a rapid recovery in
spending

e In 2020, households accumulated £160bn in additional savings versus 2019

We expect further strong gains in consumer confidence in the coming months as the UK contin-
ues to ease restrictions. Once they are fully lifted - likely by mid-summer — headline consumer
confidence could advance to a post-Lehman high, in line with the reported strong financial situa-
tion of households.
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Consumer survey (% balance) Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21

Consumer confidence -31 -33 -26 -28 -23 -16
Current financial situation 24 22 25 28 29 31
Financial situation next 12 months o) -5 3 2 4 10
General economic situation next 12

months -50 -50 -35 -44 -30 -17
Consumer prices next 12 months 87 88 89 92 87 90
Unemployment expectations next 12

months 56 53 52 52 44 36
Major purchases at present -27 -28 -22 -24 -19 -11
Savings at present 14 11 17 18 19 21
Savings expectations next 12 months 20 18 22 25 26 31
Source: GfK
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Chart 2
+— UK: GfK Consumer Survey: Current Financial Situation of Households
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Chart 3
UK: GfK Consumer Survey: Unemployment Expectations: Next 12 Months
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Chart 4

UK: GfK Consumer Survey: Major Purchases at Present
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Disclaimer

This document was compiled by the above mentioned authors of the economics department of Joh. Berenberg, Gossler & Co. KG (hereinafter referred to as “the
Bank”). The Bank has made any effort to carefully research and process all information. The information has been obtained from sources which we believe to be
reliable such as, for example, Thomson Reuters, Bloomberg and the relevant specialised press. However, we do not assume liability for the correctness and comple-
teness of all information given. The provided information has not been checked by a third party, especially an independent auditing firm. We explicitly point to the
stated date of preparation. The information given can become incorrect due to passage of time and/or as a result of legal, political, economic or other changes. We do
not assume responsibility to indicate such changes and/or to publish an updated document. The forecasts contained in this document or other statements on rates of
return, capital gains or other accession are the personal opinion of the author and we do not assume liability for the realisation of these.

This document is only for information purposes. It does not constitute investment advice or recommendation to buy financial instruments. It does not replace
consulting regarding legal, tax or financial matters.

Remarks regarding foreign investors
The preparation of this document is subject to regulation in the United Kingdom. The distribution of this document in other jurisdictions may be restricted by law,
and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions.

United Kingdom
This document is meant exclusively for institutional investors and market professionals, but not for private customers. It is not for distribution to or the use of private
investors or private customers.

United States of America

This document has been prepared exclusively by the Bank. Although Berenberg Capital Markets, LLC (“BCM”), an affiliate of the Bank and registered US broker-
dealer, distributes this document to certain investors, BCM does not provide input into its contents, nor does this document constitute research of BCM. In addition,
this document is meant exclusively for institutional investors and market professionals, but not for retail investors or private customers. It is not for distribution to or
the use of retail investors or private customers. BCM accepts responsibility for this research document’s contents and institutional investors receiving this research
and wishing to effect any transactions in any security discussed herein should do so through BCM and not the Bank.

Please contact Berenberg Capital Markets, LLC (+1 646 949 9000) if you require additional information.

Copyright
The Bank reserves all the rights in this document. No part of the document or its content may be rewritten, copied, photocopied or duplicated in any form by any

means or redistributed without the Bank’s prior written consent.

© 2021 Joh. Berenberg, Gossler & Co. KG
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