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We maintain our forecast of moderate economic growth in the UK, including a
slightly stronger recovery in the second half of this year with upside risks. Annual
GDP growth would still average 0% in 2024 due to the strongly negative carryover
effect from the contraction recorded in H2 2023.

Tailwinds propelling the economy forward include the diminishing impact of
energy shocks, which is boosting real income, the fading transmission of
monetary policy tightening on credit growth, and an improvement of business
activity indices. However, adverse shocks on the supply side continue to act as a
major structural drag on the economy.

Core inflation remains well above the Bank of England’s 2% target, but we believe
that the disinflationary process is still underway as wage growth has peaked. The
latest easing in inflationary pressure can be attributed to lower core goods,
energy and food prices, while services inflation has only recently begun to show
signs of slowing. We continue to forecast an average inflation of 2.6% in 2024,
down from 7.3% in 2023, with core inflation anticipated to ease more slowly than
headline due to persistent services inflation.

The latest Monetary Policy Committee (MPC) decision in March 2024 provided
early signs of a dovish pivot, but the timing of rate cuts remains uncertain as the
Bank of England (BoE) wants to “remain restrictive for sufficiently long”. We
continue to expect the BoE to cut rates in June and to ease by 100bp in total this
year, lowering the Bank rate to 4.25% by end-December.

The 2024 Spring budget delivered a new set of fiscal measures, including a 2
percentage point (pp) cut in National Insurance contributions, to support short-
term economic growth. Nevertheless, we do not expect these measures to
materially influence the timing of BoE rate cuts. The Spring budget unfolds
against the backdrop of a particularly high debt-to-GDP ratio, leaving limited
room for any additional fiscal easing in the future.

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.
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WAGES AND PRICES PAVING THE WAY FOR BOE EASING

Chart 1: Nominal wages (excl. bonuses)

After years of weak growth momentum, we believe that the UK economy is finally
poised for a gradual recovery in the short-term, and potentially for stronger growth
in the medium term.

Crucially, while the supply-side of the economy remains depressed and the la-
bour market tight, recent data have been consistent with a deceleration in wage
growth. This slowdown has eased inflationary pressures that have been building up
in the economy. These economic trends are unfolding against a backdrop of a signif-
icant decline in labour disputes in the first half of 2023.

Since 2019, wage growth in the public and private sectors has diverged. This dispar-
ity can be attributed to the government’s decision to offer, on average, wage in-
creases below the inflation rate for the public sector. Indeed, the 2020 Spending Re-
view implemented a one-year pay freeze for all workers in 2021, with the exception
of those working in the National Health Service (NHS) and low-income employees.
This decision led to strikes, thereby reducing the number of working days. Follow-
ing a strong rise since 2022, we believe public wage growth has now normalised,
aligning with the private sector, and is likely to continue declining in the coming
months.

Chart 2: Nominal wages (excl. bonuses) per activity
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In recent months, UK headline inflation has been declining swiftly, falling to
3.2% year-over-year in March, down from a peak of 11% in October 2022. This de-
cline can be attributed to falling prices in core goods, food and energy. Core infla-
tion has also declined, albeit to a lesser extent as the cost of services has remained
relatively sticky. Assuming wage growth has peaked indeed, we forecast an average
headline inflation of 2.6% in 2024, down from 7.3% in 2023.

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.
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Chart 3: Headline, core & trimmed mean CPI
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Chart 4: Headline CPI inflation contributions
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LITTLE ROOM LEFT FOR ADDITIONAL FISCAL EASING

The 2024 UK Spring budget included several key measures that aimed at lower-
ing taxes while delivering additional investments and fostering positive long-
term growth. Chancellor of the Exchequer Jeremy Hunt announced several signifi-
cant changes, including a 2 percentage point (pp) reduction in employee National
Insurance (NI) contributions (which comes on top of the 2pp cut contained in the
2023 Autumn Statement), and a 4pp cut in the higher rate of capital gains tax on
property, bringing it down from 28% to 24%. The salary threshold for paying the
high income tax charge on child benefits was also increased.

In order to raise additional revenue, the government extended windfall taxes on oil
and gas companies until 2029, decided to scrap the non-domicile tax regime from
April 2025 and implemented other tax increases, such as on tobacco and non-econ-

omy air travel tickets.

Despite the announced NI tax cuts, personal taxes are still expected to increase due
to the multi-year tax threshold freeze from 2021, instead of being indexed to infla-
tion. Additionally, the Spring budget comes against the backdrop of a significantly
high debt-to-GDP, leaving an estimated headroom of only GBP8.9 bn for 2028-2029
compared with GBP3 bn in the 2023 Autumn Statement. These measures are ex-
pected to support the economic recovery in the short term, but we do not antic-
ipate them to significantly influence the timing of BoE rate cuts.

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.
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Chart 4: Net debt (excl. public sector-controlled banks and BoE) per GDP
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In addition, we believe the UK economy has progressively recovered from the ad-
verse impact of Liz Truss’s short-lived ‘mini-budget’ of late 2022, thereby reducing
its exposure to such economic burden. In addition, we believe that a probable La-
bour Party victory in the upcoming general election (due to be held no later than in
January 2025) will not disrupt the economy while potentially resulting in improved
relations with the EU.

HOW LONG CAN THE BOE RESIST?

As expected, the Bank of England’s Monetary Policy Committee (MPC) kept interest
rates unchanged at 5.25%, at its last meeting in March. However, there were increas-
ing signs of a dovish shift, with two previously hawkish members dropping their
call for a rate increase. The meeting statement reiterated that monetary policy needs
to remain restrictive while the MPC said it was "keeping under review" how long
rates should remain on hold.

The MPC's decision and guidance were supported by encouraging news on in-
flation, which declined more than projected for February. Inflation is expected to
sink further, reaching temporarily the Bank’s 2% target in Q2 before rising due to
the fading negative growth of energy prices. Tightness in the UK labour market con-
tinues to ease as inflation expectations are receding, contributing to a fall in most
pay growth indicators. The MPC forecasts an improvement in growth in Hi follow-
ing the contraction in H2 2023, with the Spring Budget measures described as a net
positive. However, these measures are estimated to boost GDP by only around
0.25% over the coming years.

Our central forecast remains that the BoE will start to cut rates in June, with
total easing of 100bp this year bringing the Bank rate down to 4.25%. However,
depending on upcoming inflation and wage data, there is a possibility that the BoE
may wait until August, as the March CPI has surprised to the upside due to stickier-
than-expected services. Once the rate cuts begin, the BoE will have some room to
manoeuvre given a relatively high starting point, with the easing cycle likely to

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.
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extend into 2025. Nonetheless, in light of persistent inflation in the US (as borne out

by the CPI for March), there is a risk that the BoE’s initial leeway is limited by a
more hawkish Federal Reserve.

Chart 5: BoE base rate & PWM forecast Chart 6: BoE gilts holdings
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Overall, our forecast of an ongoing bumpy disinflation process, coupled with the
diminishing drag from monetary policy transmission and an improvement in busi-
ness activity, are all consistent with a gradual economic recovery in the UK. We
maintain our forecast of 0% GDP growth in 2024, although we see the balance of
risks as skewed to the upside for the first time in several years. We expect a
moderate growth in H1 followed by a marginal acceleration in H2 which could ex-
tend into 2025 potentially at a stronger pace.

For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or
expected returns will be achieved. The projection is not based on simulated past performance.
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analysis furnished in this doc-
ument are disclosed for infor-
mation purposes only. They
do not amount to any type of
recommendation, either gen-
eral or tailored to the personal
circumstances of any person.
Unless specifically stated oth-
erwise, all price information is
indicative only. No entity of
the Pictet Group may be held
liable for them, nor do they
constitute an offer or an invi-
tation to buy, sell or subscribe
to securities or other financial
instruments. The information
contained herein is the result
neither of financial analysis
within the meaning of the
Swiss Bankers Association’s
Directives on the Independ-
ence of Financial Research,
nor of investment research for
the purposes of the relevant
EU MIFID provisions. All infor-
mation and opinions ex-
pressed in this document were
obtained from sources be-
lieved to be reliable and in
good faith, but no representa-
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implied, is made as to its accu-
racy or completeness.
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any entity of the Pictet Group
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document. When investing in
emerging countries, please
note that the political and
economic situation in those
countries is significantly less
stable than in industrialized
countries. They are much
more exposed to the risks of
rapid political change and
economic setbacks.

Past performance must not be
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document can only be read
and/or used by its addressee.
The Pictet Group is not liable
for the use, transmission or
exploitation of the content of
this document. Therefore, any
form of reproduction, copying,
disclosure, modification
and/or publication of the con-
tent is under the sole liability
of the addressee of this

document, and no liability
whatsoever will be incurred by
the Pictet Group. The ad-
dressee of this document
agrees to comply with the ap-
plicable laws and regulations
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dicated. All rights reserved.
Copyright 2023.
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thermore, this document
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casts are not a reliable indica-
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a reliable indicator of future
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decisions when you fully un-
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risks. In particular, the rele-
vant product documentation
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version of them prior to con-
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been provided with a link to
access the respective
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the link immediately before
confirming to Pictet London
Branch your decision to in-
vest, in order to review the
most recent version of the re-
spective KID/other product
document. If you have not
been provided with a link to
access the relevant document,
or if you are in any doubt as to
what the latest version of the
respective KID/other product
document is, or where it can
be found, please ask your
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contact.

Pictet London Branch is not
the manufacturer of the prod-
uct(s) and the KID/other prod-
uct document is provided by a
third party. The KID/other
product document is obtained
from sources believed to be
reliable. Pictet London Branch
does not make any guarantee
or warranty as to the correct-
ness and accuracy of the data
contained in the KID/other
product document. Pictet
London Branch may not be
held liable for an investment
decision or other transaction
made based on reliance on, or
use of, the data contained in
the KID/other product docu-
ment.

By subscribing to the prod-
uct(s) proposed herein, you
acknowledge that you have (i)
received, in good time, read
and understood any relevant
documentation linked to the
product(s), including, as the
case may be, the respective
KID/other product document;
(ii) taken note of the prod-
uct(s) restrictions; and (iii)
meet the applicable subjective
and objective eligibility condi-
tions to invest in the prod-
uct(s).

Pictet London Branch may, if
necessary, rely on these
acknowledgements and re-
ceive your orders, to transmit
them to another professional,
or to execute them, according
to the relevant clauses of your
mandate, as well as the Terms
and Conditions of Pictet Lon-
don Branch.

The content of this document
shall only be read and/or used
by its addressee. Any form of
reproduction, copying, disclo-
sure, modification and/or
publication in any form or by
any means whatsoever is not
permitted without the prior
written consent of Pictet Lon-
don Branch and no liability
whatsoever will be incurred by
Pictet London Branch. The
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This document does not con-
stitute the investment policy
of BPCAL/Pictet HK Branch,
or an investment recommen-
dation, and merely contains
the different assumptions,
views and analytical methods
of the analysts who prepared
them. Furthermore, the infor-
mation, opinions and esti-
mates expressed herein reflect
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of publication and are subject
to change without notice and
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reach different conclusions
from, the information pre-
sented in this document.

While the information and
opinions presented herein are
from sources believed to be
reliable, BPCAL/Pictet HK
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not make any representation
or warranty as to its accuracy
or completeness. Accordingly,
BPCAL/Pictet HK Branch ac-
cepts no liability for loss aris-
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on this document presented
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thereof) may or may not have
long or short positions in, and
buy or sell, or otherwise have
interest in, any of the Invest-
ments mentioned herein, and
may or may not have relation-
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sented in this document.
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pare this document and/or
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may have been provided or
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This document is provided
solely for the information of
the intended recipient only
and should not be repro-
duced, published, circulated
or disclosed in whole or in
part to any other person with-
out the prior written consent
of BPCAL/Pictet HK Branch.

Singapore

This document is not directed
to, or intended for distribu-
tion, publication to or use by,
persons who are not accred-
ited investors, expert investors
or institutional investors as
defined in section 4A of the
Securities and Futures Act
2001 (“SFA") or any person or
entity who is a citizen or resi-
dent of or located in any local-
ity, state, country or other ju-
risdiction where such distribu-
tion, publication, availability
or use would be contrary to
law or regulation or would
subject BPCAL and any of its
affiliates or related corpora-
tions to any prospectus or reg-
istration requirements.

BPCAL is a wholesale bank
regulated by the Monetary
Authority of Singapore
("MAS”) under the Banking
Act 1970 of Singapore, an ex-
empt financial adviser under
the Financial Advisers Act
2001 of Singapore (“FAA") and
an exempt capital markets li-
cence holder under the SFA.
Please contact BPCAL in Sin-
gapore in respect of any mat-
ters arising from, or in connec-
tion with this document.

Hong Kong

This document is not directed
to, or intended for distribu-
tion, publication to or use by,
persons who are not “profes-
sional investors” within the
meaning of the Securities and
Futures Ordinance (Chapter
571 of the Laws of Hong
Kong) and any rules made
thereunder (the “SFO”) or any
person or entity who is a citi-
zen or resident of or located in
any locality, state, country or
other jurisdiction where such
distribution, publication,
availability or use would be
contrary to law or regulation
or would subject Pictet HK
Branch and any of its affiliates
or related corporations to any
prospectus or registration re-
quirements. If you do not want
Pictet HK Branch to use your
personal information for
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marketing purposes, you can
request Pictet HK Branch to

stop doing so without incur-
ring any charge to you.

In distributing an investment
product as agent for a third
party service provider, Pictet
HK Branch distributes the
product for the third party ser-
vice provider and the product
is a product of the third party
service provider but not Pictet
HK Branch. In respect of an el-
igible dispute (as defined in
the Terms of Reference for the
Financial Dispute Resolution
Centre in relation to the Fi-
nancial Dispute Resolution
Scheme) arising between Pic-
tet HK Branch and you out of
the selling process or pro-
cessing of the related transac-
tion, Pictet HK Branch is re-
quired to enter into a Finan-
cial Dispute Resolution
Scheme process with you;
however any dispute over the
contractual terms of the prod-
uct should be resolved directly
between the third party ser-
vice provider and you.

Banque Pictet & Cie SAis a
limited liability company in-
corporated in Switzerland. It is
an authorized institution
within the meaning of the
Banking Ordinance and a reg-
istered institution (CE No.:
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on
securities) and Type 9 (asset
management) regulated activi-
ties. The registered address of
Pictet HK Branch is 9/F.,
Chater House, 8 Connaught
Road Central, Hong Kong.

Warning: The contents of this
document have not been re-
viewed by any regulatory au-
thority in Hong Kong. You are
advised to exercise caution in
relation to the offer. If you are
in any doubt about any of the
contents of this document,
you should obtain independ-
ent professional advice.
Please contact Pictet HK
Branch in Hong Kong in re-
spect of any matters arising
from, or in connection with
this document.
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