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UK: RISING CONFIDENCE & SURGING RETAIL AHEAD OF SUMMER SPENDING
SPREE

Berenberg Macro View

Spring has sprung for the UK economy: Led by a rapid recovery in domestic demand, the UK is
building serious recovery momentum heading into the summer. Household confidence continued
to rise in April, underpinned by rapid vaccine progress and easing virus restrictions, while
monthly retail sales surged above their pre-pandemic level in March.

Huge excess savings, record household net wealth and stable employment income set the stage
for a robust recovery in household spending — see UK consumption outlook: scenario analysis.

The latest GfK consumer confidence survey shows a broad-based improvement in underlying
sentiment (Table 1):
¢ Although headline consumer confidence only edged up by one point April to -15, house-
holds’ current financial situation remained at a survey high of 31 — Chart 1
e Households’ view of the general economic situation for the next 12 months jumped to -11
from -17 - its highest level since September 2016 — Chart 2
e Although still elevated, unemployment expectations declined further from 36 in March to
29 in April — down from a peak of 56 in October 2020 — Chart 3
e The latest quarterly survey for Q2 shows a sharp uptick to close to a survey high in house-
hold appetites to make major purchases on cars, homes and home improvement — Chart 4

Rising mood lifts demand - UK retail sales continued to recover strongly in March (Table 2):

e Despite the continued closure of non-essential retail stores across the UK, monthly retail
sales jumped 5.4% mom following the 2.2% gain in February — Chart 5

e Although not yet as high as the summer 2020 peak when most restrictions were tempo-
rarily eased, March retail sales ex. autos were 3.4% higher than their pre-pandemic Janu-
ary level

¢ The sector enjoyed broad-based gains in March: department stores up 7.2% mom, textile,
clothing and footwear up 17.5% and household good stores up 3.7%
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Chart 1
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Chart 2
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Chart 3

UK: GfK Consumer Survey: Unemployment Expectations: Next 12 Months
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Chart 4
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Chart 5
Great Britain: Retail Sales Volume: Retailing excluding Auto Fuel
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Source: Office for National Statistics/Haver Analytics

Table 1: Consumer survey [ balance) MNow-20 Dec20 Jan-21 Feb-21 Mar-21 Apr-21
Consumer confidence -33 -28 -28 -23 -16 -15
Currentfinancial situation 22 25 28 29 31 31
Financial situation next 12 months -5 3 2 4 10 10
General economic situation next 12 months -50 -35 -44 -30 -17 -11
Consumer prices next 12 months B8 83 92 87 90 29
Unemployment expectations next 12 months 53 52 52 44 36 29
Major purchases at present -28 -22 -24 -19 -11 -12
Zavings atpresent 11 17 18 19 21 22
Savings expectations next 12 months 18 22 25 26 31 28
Sounce : GfK
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Table 2: Real retail sales Oct-20 N oow- 20 Dec-20 Jan-21 Feb-21 Mar-21
Total sales [% mom) le -4.3 0.4 -21 22 5.4
(36 yioy) E.1 22 31 59 36 7.2
Food stores (% mom) 0.0 27 -33 14 31 25
56 yaoy) 3.5 69 44 48 7.7 a6
Predominantly non-food stores (36 mom) 1.6 8.3 41 -24.2 41 100
(36 yioy) 2.2 70 23 271 237 29
Department stores | %mom]) 3.2 -24 32 -142 164 7.2
{3 yoy) 07 02 37 -181 -43 a7
Textlle, dothing and footwears tores [ % mom) 02 -200 217 -350 -9.3 175
{5 yoy) -12.4 296 139 454 502 -9.0
Housshold goods stores [% mom) 3.4 04 -22 -129 159 37
{3 voy) 15.8 150 131 79 49 19.3
Other stores [% mom) 0.8 -117 22 -256 -4.2 13.4
{5 yoy) 739 45 04 277 293 5.0
Mon-storeretailing (3 mom) 6.7 -1e 18 e -18 13
(36 yioy) 431 437 438 492 496 436
Automoti vefuel (3 mom) 01 -166 08 -13 -0.8 111
(3 yioy) 115 253 271 253 265 a1
Internet=ales (3 total sales) 28.4 36.3 314 364 346 32.8
Source: ONS
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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 complete-
ness 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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