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UK AUGUST GDP: WOW FACTOR

Berenberg Macro View

Al boom? In contrast to forecasts of a pullback after two large monthly gains in output, GDP edged up by a
further 0.1% mom in September (consensus: -0.1%, Berenberg, -0.2%). That lifted annual UK GDP growth
from 1.8% yoy in July to 2.1% yoy in August (consensus 1.9% yoy). Following three years over which growth
has averaged 1.1%, the acceleration through the 2% threshold gives the data some wow factor. The sector
breakdown suggests that Al is behind much of the upswing. Rapid increases in computer programming
output continued, raising the output of the “information and communication” sector by 7.1% yoy and con-
tributing about +o0.5ppt to annual growth. Growth in accountancy, legal services and scientific research and
development has moved up a gear too. Together they raised “professional, scientific and technical activi-
ties” output by a cool 9% yoy, which contributed 0.8ppt to yoy growth. It’s a little more difficult to be sure
how much of a role AI has had here. Either way, it is these two sectors that explain the recent pickup in
growth. The rest of the economy is decidedly sluggish — see Chart 1.

Consumer resilience: The expansion of Al related sectors has not been the only upside surprise this year.
Consumer expenditure has also proven remarkably resilient to the quadruple hit from a rising tax burden,
higher energy prices and mortgage rates, and a weak labour market. Both retail sales volumes and the
broader measure of “consumer-facing services” recorded solid growth up until August - see Chart 2. Ad-
mittedly, bigger challenges lie ahead following the fresh step up in energy prices and interest rates in Sep-
tember. We expect consumer spending to lose some momentum as a result.

Policy implications: Economic growth driven by pockets of strength makes it tricky to set interest rates ap-
propriately for the whole economy. However, the expansion in the two rapidly growing sectors of the UK
economy has not resulted in any pickup in employment. In fact, employment in both sectors has declined
since the start of 2025. As a result, we do not expect a traditional cyclical tightening of the labour market to
follow. Thus, barring a renewed surge in energy prices, we remain content with our view that the BoE need
only hike once, on 5 November.

Chart 1: Sector output, indexed to 100 in 2024 Chart 2: Solid private consumption
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Chart 3: Services r ins the only game in town
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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 completeness 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 consult-
ing 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.
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