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Update

The good news is that the UK economy has 
finally lurched out of recession. The bad news  
is that growth was well below analysts’ 
expectations at just 0.1%, although we do 
expect an upward revision to this number once 
all of the data has been gathered. Could this be 
part of the ‘W’ shaped recession that has been 
predicted or can we now start to breathe a sigh 
of relief that the worst is finally over? 
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Stay confident!

Although Britain can say that it is  
now officially, if not marginally, out  
of recession, the full picture will not 
actually be realised until the Office  
of National Statistics releases the final 
results of Q4 in February. Regardless  
of these results it is certainly going  
to be a long, slow process to regain  
the economic and industrial strength 
that existed before the events of 
2008/09 unfolded. 

On a happier note, a recent ICAEW UK 
Business Confidence Monitor indicates 
that the confidence index improved  
in Q4/2009 by 24.6 points, compared 
to an increase of only 4.8 points in 
Q3/2009. If this is the start of a trend 
then the outlook may be brighter but 
it is still too early to be sure!
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Growth was well 
below analysts’ 
expectations  
at just 0.1%. 

The predicted crash of the ‘noughties’  
has seen Britain enter its longest recession 
since records began. The 2007 meltdown 
of the subprime mortgage industry in the 
US led the global US$ trillion mortgage-
backed securities industry to collapse.  
The exposure of lax banking practices  
also created a ripple effect on financial 
institutions across the globe, resulting  
in a global credit crunch and recession.
 
As we have all experienced at first-hand, this  
has had a substantial effect on the UK economy.  
We have seen increases in food bills, petrol  
and other basic commodities; depreciation  
of property values leaving many with negative  
equity; established retail businesses going into 
administration as well as the nationalisation  
of some of the leading high street banks. 

This bank bail-out has cost the taxpayer billions  
of pounds and leaves public finance in the worst 
shape for half a century. Public borrowing is set  
to rise to around 15% of GDP during 2009/10 
while public debt is heading towards 100% of GDP. 
The UK saw its economy shrink by as much as 5% 

2009 Another global  
annus horribilis 

2010 What is the year ahead  
likely to hold for us? 

in 2009 and saw a sharp rise in unemployment,  
with latest figures showing 2.46 million people 
unemployed in the UK. The Chancellor, Alistair 
Darling, attempted to mitigate the impact by 
putting in place various measures in his April  
2009 Budget, however these did not do enough  
to turn the economy around. So what are we to 
expect now?

The UK’s economy
Although latest figures show we have finally exited 
from recession, hopes of a significant UK recovery 
any time soon do seem overly optimistic. The 0.1% 
expansion in the economy fell well below the 
expected 0.4% predicted, but with only 40% of 
data collected history tells us that the growth figure 
will be understated and an upwards revision can be 
expected in a few months’ time. Nevertheless the 
economic position remains very fragile.

Having been left behind by France, Germany and 
the US, the UK economy could be in for quite  
a tough 2010. The Chancellor has forecast the 
economy to grow by 1.5% in 2010, however,  
there is still ample time to witness the ‘W’ shaped 
recession anticipated by economists. 

In an attempt to get the economy back on track it is 
estimated that a fiscal tightening worth at least 5% 
of GDP per annum (equating to around £70 billion) 
over the next five years will be needed.

The global economy
So the global economy is fairing better and appears 
to be expanding again, pulled up by the strong 
performance of Asian economies and modest 
recovery elsewhere. China’s growth has also been 
supported by large fiscal and monetary stimulus 
and, although the difficult global trade markets  
have slowed China’s export growth, this has been 
offset by strong domestic demand. Economic data 
confirms that the Eurozone and the US both came 
out of recession in the third quarter of 2009, 
leaving the UK lagging somewhat behind.
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