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As George Osborne prepares for the crucial GDP figures this
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and Britain wi
emerge stronger
from downturn

s the UK in a triple-dip
recession? This is likely to
be the hot topic of conver
sation aboul the economy
this week, as first-quarter
growth or domestic
product (GDP) figures are
re

leased on Thursday
The data will follow recent

disappointing economic news
at home overseas. As a
result, the Chancellor's poli-
cies have come under

renewed scrutiny, with the

Infernational Monetary Fund's

chief economist last week

being the latest to call for a

shift in policy thinking.

N is now almost five Kmn
hit

since the financial cris

and the UK economy has
remained in the doldrums. To
use the words of the incoming
Bank of England Governor,
Mark Carney, (it has nol
reached “escape velocity™. As
a resull the economy has
remained fragile and vulner-

able to shocks.
Indeed. last autumn another

shock from the eurozone con-
tributed to a 03pc fall in UK

ywih in the final quarter ol
ast year. Hence the added
altention o whal happens to
the growth figures this weck.
Two successive quarters of
declining growth are regarded
as a recession. As we have
already seen this twice In
recent years, this would be the
third time: hence a triple dip

Yet GDP ligures are nol
always the besl guide as o

u“::“;:nan l}s\:]ly thqu‘:

based on par-
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tial data. and over time can be
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revised quite markedly

The initlal figure, when
released, can also sometimes
turn oul o be very differont
from market jons. The
consensus is for a tiny rise in
GDP In my view, the econony
is probably not as weak as the
GDP figures suggest, bul
d it is not as as il
should be. The is still
below its pre-recession peak
and has been the weakest per-
former of any major econony
during the crisis.

In recen! years | have been
on the pessimistic side about
the UK, but [ think the econ-
omy is now starting to turn,
albeit very slowly

But economic statistics are
not telling the same story
Despite low interest rates,
bank lending is still weak.
Despite the weak pound,
exports are not doing thal
WSE even though they have
picked up from a low level to
economies such as China.

And despite the recession,
the jobs data have defied
expectations, although even
they succumbed to weakness
last week. Unemployment
rose to 2.56m and youth
unemployment remains stub-
bornly high at just under Im.
Admittedly, the numbers in
work are high, at 29.7m

What should we make of
this? In my view, it is not the
triple dip we should focus on.
but that the economy is suffer-
ing from a triple whammy of a

e sizw of the UK

economy’s contracton n
the final quarter of lost
yoiwr. Anothes
contract on wouk] mark
a return (O recession
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The sam of Lhe UK
econonty N money Lerms
fve trmes rgey Lhan
was n |1 948
to official statistxcs
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needs Lo recover

lack of demand, o lack of lend"
and a lack of confidence.
Lach Is important and all
three are inter-linked. What
the economy needs for
stronger recovery is to 'pcnd.
lend and change. There also
needs to bo more focus on
how the UK will prosper in a

ha global economy
x ﬂ':“lﬂ cannot be seen In

isolation from the world econ-
omy, and the news over the
{ week is unlikely to have
R:Tpul confidence. As has
become (he norm @l this time
of year, the IMF revised down
its g,lohul growth forecast.
Yet despite all this, we need
o o te that the world

economy is still ing ol @
steady pace, driven by the
emernging economies.

Last week. financial markets
also overreacted negatively 10
news that the Chinese econ”
omy grew only 7.7pc In the
first quarter

Yet practically every Chinese
policymaker has hinted at

of growth for some time.

modity markets hard - with
ld, and ol prices all
ing sharply. This should

helping spending power here.
n?mpc omnﬁhdebtlch
the Chancellor with a no-

situation in how to get the
deficit down. has con-

tinued o evobhe now there

smplifier. But the shock
absorber is not working
that well. while the amplifier

- s making things harder

Let's the amplifier. The
Government has wanted to

rein in public spending In

fall, essence there are three parts

W such s ing: departmen

ng on areas such as
win Bealth and overseas aid that is
annual
nditure, includiag

interest and unemployment

is both & shock absorber for benefits, which is hard 1o con-
the economy and a shock trol because it is heavily linked
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to economic performance;
and non-protected depart-
mental :F:ndlm. which has

If the economy disappoints,
the public finances worsen
This adds (o pressure for a
further squeeze on spending
It is a pro-cyclical policy - or
akin o being in a haole and

ing to dig deeper.
The absorber is mon-

policy. But there is
mltmﬁ)_mw:z

behavi
ok W
to tighten policy

UK is now Jocked into

‘| low Interest rates. Five

. | said that Sir Ma’:';
would nol raise rates
as Governor. He hasn'L
about Mark Carney? Al

some stage he needs o get the
off the drug of low
mles, but not just yet.

The economy necds maore
and the Bank of Eng-
lnd thinks the best way to
whieve this is for banks to

ise themselves
There Is little doubt the
mnsmission mechanism of
monetary policy Is not work-
g But small and medium-
tied firms cite sluggish

pending, rising business
i

infrastructure spend
h(l:tobr:m mdudmgb,nl;ﬁ;g
[

wage the o
mmmn.nnm
and too many tax nses.

Consumption did recerve a
windfall boost from compen-
sation from bunks
for mis-selling. and will be
aided by the large increase in

tax allowances.

Confidence is the key. The
dnlh'hﬂ‘ﬂ'mhmuul
e e
av o to have the
confidence o do so. It would,
however, be wrung o think
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in the kngry term outhork for
the UK economy

One group cond-
dence In the UK &5 mterna-
bonal evestors. They contioue
arcas. The mos! spparest n
central London property b

the signs are promusing in

" Toke e

T the London Cateway
project, on the north side of
the Thames whx b
will open thes sutizmn and has
the potential to maky Loadon
a port o rival Rotterdam,. DP
World has lovested [1.5bm
and without any UK taxpayer

OMLINE o Gerar='! yors for

8 he metrmat XLt e TP
fres on Thursay # L 1Som
tedegraph co uk finance

Londoa can lead the
s now just
under 22pc of the UK econ
amy. in the South East
and surrounding regans,
upua the capatal. and s inflo-
ence is even higher Empowe-
ering Londoa, and other
regions, as was oullined by
Lord Heseltine's review last
October makes sense
\ senes of huge infrastroc
ture and construction projects
s already under way across
London in areas such as hous-
transport and retal
ptd population
wll add to these in the
London’s populatvon s 82m,
the UK's 612m. Official pro-

C:n;c%“oﬁum
S.1m and 65 4m
by 2020 still rising By
.“fli).thrl'&‘spxwhnm.
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Allow the private sector to truly flourish

| ANDREW marufactunng cutput has
| SEENTANCE ' fallen by Bpc over the past five
We all have dreams and aspirations, whether it’s home improvements, | B e | wn;m'”mm
to visit the world famous landmark you've always wanted to see or | |U|n the | been suggsh UK capital
perhamyafdlﬂ(etohdpafamirymberqetmu:prmuher. | Uﬂd WllOﬂly 'm;ﬁ?zﬂ?}:d
lfyw'reahorreownerandaqeGSSa'over,rebashqth : dtO the ain ,Mm:thhl'ﬁlgtplf:t.
lockedms:deywrhomecouldm;kethesedreammmearaﬁy. B . . p before the firancial crsss.
The free Telegraph Guide to Equity Release’ has been produced in 1 0F high inflation |~ At eparts hae
association with Key Retirement Solutions, the UK's leading equity i b ! ?:m mm rse;a:,n
' T oy | m&fﬁ a7 ﬁcw;:m barkers are not best placed :ﬂm;dwdr‘awm
: > 4 - ae '
The Telegraph Guide to Equity Release & a helpful first step for Key msvm t:\zclznerecudedtm pcdige whch parts nthe The man sy N whch e
anyone considering releasing the cash locked away in their property. g MBal3 e O & POy fourth hghest LK balanceof | econamy need to grow and Government should be sesiung
it will explain how equity release will reduce the value of your .2?:!'.'.‘.'.'1 The dea s that growth before payneﬁctfdasgiamaf gﬁmﬁmenn mm’»"m;d
estate and may affect your entitiement to state benefits. == Pefirancial oss was too S;‘GIL“I’;""EE agl MO:’" “""”‘m""! f‘“mm“ ,[ a.drmgmmc
~Wmﬁuudm i g et anc not favour speciic sectors. | private sector more scope i
| : s During the recovery were the figures hgher The bulk of our ecoromy'S mmﬂt;m~'~&
To request a quide or to book a free no-obligation consultation |Eetesadsmarbark | T ety e L O S, | the serves sectar.
2t have argued that we e D -t -
call 0808 252 9094 or visit www.telegraph.co.uk/er where g a trgger contribution to sdgoernment. | contrbutespstover 105D | FEASAERECERTE At
y f=m ~on-francial rstead of faling theshareof | GDP And R 5 senvices e s
you can also find out how much you could release andfiom ke e et | o - back above the ek kv
Lives oy ape 7 doys o wash, Tavw s nmy::s?mw highin 201.2 -t 88pc of GOP mwgnﬂfﬁ rflaton
|| Seovery, there are few sigrsof | Theoffos m:rgm“ el to retiane 0 Andew Setace seray
I & SOEY release plan. To understand the features and risks ask for a personalised ilustrat | :cmm Frwod'dsermbesm -t ra‘uds'ttse’lg‘t; chU':DT"n&";::!has erm;;ztpzc PES
s | T p— n-mmm ;ratmnsa dou fallen 20pc-ZSpc Srce e o W
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