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Our economic review is intended to provide background to recent developments in investment markets as well as to give an indication of

how some key issues could impact in the future.

It is not intended that individual investment decisions should be taken based on this information; we are always ready to discuss your
individual requirements. We hope you will find this review to be of interest.

UK GROWTH STRONGER THAN EXPECTED

Figures released last month by the Office for National
Statistics (ONS) showed the UK economy grew

faster in May than had been predicted, while survey
evidence points to a more recent post-election pick-up
in business activity.

The latest gross domestic product (GDP) statistics revealed that
economic output rose by 0.4% in May, twice the level that had
been forecast in a Reuters poll of economists. May'’s figure also
represented a strong rebound from the zero-growth rate recorded
in April, with a broad-based increase in output as the services,
manufacturing and construction sectors all posted positive rates
of growth.

ONS also noted that growth was relatively strong in the three
months to May, with GDP rising by 0.9% in comparison to the
previous three-month period. This represents the UK economy’s
fastest rate of growth for more than two years.

Evidence from a closely watched economic survey also suggests
private sector output picked up last month following a lull in

the run-up to July’s General Election. The preliminary headline
growth indicator from the latest S&P Global /CIPS UK Purchasing
Managers’ Index (PMI) stood at 52.7 in July, slightly ahead of
analysts’ expectations and up from a six-month low of 52.3 in
June. Manufacturing output was particularly strong, with this
sector expanding at its fastest rate in almost two and a half years.

Commenting on the findings, S&P Global Market Intelligence'’s
Chief Business Economist Chris Williamson said, “The flash PMI
survey data for July signal an encouraging start to the second half
of the year, with output, order books and employment all growing
at faster rates amid rebounding business confidence. The first
post-election business survey paints a welcoming picture for the
new government, with companies operating across
manufacturing and services having gained optimism about the
future and reporting a renewed surge in demand.”
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FRESH SIGNS OF COOLING JOBS MARKET

Last month’s release of labour market statistics
revealed further signs of a softening in the UK jobs
market with pay growth easing and another drop in
the overall number of vacancies.

Recently released ONS figures showed that average weekly
earnings excluding bonuses rose at an annual rate of 5.7% in
the three months to May. Although this was in line with analysts’
expectations, it did represent a modest decline from the 6.0%
recorded during the previous three-month period and was the
slowest reported rate of pay growth since the summer of 2022.

ONS said the latest release suggested pay growth is now
showing “signs of slowing again’ although it also pointed

out that, in real terms, wage growth still stands at a
two-and-a-half-year high. Indeed, after adjusting for inflation
using the Consumer Prices Index including owner occupiers’
housing costs, regular pay rose by 2.5% in the three months
to May.

The data also revealed a further fall in the number of job
vacancies, with 30,000 fewer reported in the April-June period
compared fo the previous three months. While at 889,000, the
total is still significantly higher than pre-pandemic levels, this
latest fall was the 24th successive monthly decline in the overall
level of vacancies.

ONS highlighted other signs of ‘cooling’ in the labour market as
well, with growth in the number of employees on the payroll said
to be ‘weakening over the medium term.” Additionally, while the
latest release did show the unemployment rate unchanged at

4.4%, ONS noted that the rate has been ‘gradually increasing.”

The statistics agency also provided an update on its plans to
improve reliability of the labour market data. A switch to a new
version of its Labour Force Survey, which had been due to take
place in September, has now been delayed until next year.
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HEADLINE INFLATION RATE HOLDS STEADY

Consumer price statistics published last month

by ONS showed that the UK headline rate of
inflation was unchanged in June defying analysts’
expectations of a slight fall.

According to the latest inflation figures, the Consumer Prices
Index (CPI) 12-month rate — which compares prices in the
current month with the same period a year earlier — remained
at 2.0% in June. This was marginally above the 1.9%
consensus forecast taken from a Reuters poll of economists.

The largest downward pressure on June's CPl rate came
from the clothing and footwear sector, which ONS said was
due to a higher level of discounting in this year’s summer
sales compared to 2023. Hotel prices, however, rose by a
significantly greater extent this June than last year, while a
comparatively smaller fall in the costs of second-hand cars
also put upward pressure on the headline rate.

Just prior to release of June’s data, the International Monetary
Fund (IMF) warned that the UK was among a number of
countries witnessing some ‘persistence” in inflation, particularly
in relation to services inflation. The IMF added that this was
‘complicating monetary policy normalisation” with the “upside
risks to inflation’ raising the prospects of interest rates staying
‘higher for even longer.’
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COOLER WEATHER HITS RETAIL SECTOR

The latest batch of official retail sales statistics
revealed a decline in sales volumes after
unseasonably cool weather deterred shoppers,
while more recent survey data suggests the retail
environment remains challenging.

Figures released last month by ONS showed that total retail sales
volumes fell by 1.2% in June, following strong growth during May.
ONS said June saw a decline across most sectors, particularly
those sensitive to weather changes such as department stores

and clothes shops, with retailers blaming poor weather and low
footfall, as well as election uncertainty, for dampening sales.

Evidence from the latest CBI Distributive Trades Survey shows
trading conditions have remained difficult, with its headline
measure of sales volumes in the year to July dropping to -43%
from -24% the previous month. The CBI described July as a
‘disappointing” month for retailers, blaming a combination

of ‘unfavourable weather conditions’ and ‘ongoing

market uncertainty.’

The survey also found that the retail sector expects the weak
outlook to continue this month, although August’s fall in sales
volumes is forecast to be at a slower rate (-32%). The CBI also
noted some glimmers of optimism, with a number of retailers
expressing hopes for ‘an improvement in market conditions post-
general election.’

All details are correct at the time of writing (1 August 2024)

It is important to take professional advice before making any decision relating to your personal finances.
Information within this document is based on our current understanding and can be subject to change without

notice and the accuracy and completeness of the information cannot be guaranteed. It does not provide individual
tailored investment advice and is for guidance only. Some rules may vary in different parts of the UK.
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