
 
UK Economy  
2025 Outlook
With a new government in place and a challenging 
global environment, what does 2025 hold for the 
UK economy? 
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UK Economy 

The UK economy enters 2025 facing a complex set of 
challenges but also showing signs of resilience. While 
sluggish growth and weakening confidence across key 
sectors continue to weigh on the outlook, recent data 
offers reasons for cautious optimism. Business 
investment increased by 1.2% in Q3 2024, standing 
4.5% above last year’s levels, suggesting that some 
firms are maintaining confidence in longer-term 
prospects despite economic uncertainties. 

Fiscal pressures remain a central concern, as the 
government grapples with the dual challenge of 
managing elevated public debt while supporting growth. 
These domestic hurdles are further compounded by 
external factors, including shifting global trade dynamics 
and geopolitical tensions. 

UK Annualised Growth QoQ 
UK GDP growth has been weakening in the recent quarters. 

Source: Office for National Statistics  

While moderating inflation provides a glimmer of hope, 
deeper structural issues remain. Weakening investment 
and productivity, alongside fragile confidence are likely 
to dampen any benefits from monetary easing. As the 
UK navigates these headwinds, understanding the 
interplay of fiscal policy, monetary measures, and global 
pressures will be critical for gauging the economic 
trajectory in the year ahead. 

The UK economy’s performance in late 2024 suggests a 
challenging road ahead for 2025. GDP growth for Q3 
2024 came in at a sluggish 0.1% QoQ, below 
expectations of 0.2% QoQ, underscoring the economy's 
fragile momentum. Earlier in the year, the services 
sector, which accounts for about 80% of the UK’s GDP, 
was a key driver of growth. However, by the second half 
of 2024, the sector’s performance began to falter, 
reflecting growing economic uncertainties and declining 
sentiment. 

Consumer confidence, a bellwether for spending and 
economic activity, has come under pressure in recent 
months. The GfK Consumer Confidence Index, which 
had been steadily improving since the pandemic, 
dropped from -13 in August to -21 by October, marking a 
7-month low. However, confidence showed a modest 
improvement in November, rising to -18, suggesting 

tentative stabilization in household sentiment. Despite 
this, concerns about household spending remain, as the 
broader economic environment continues to weigh on 
consumer optimism.  

The services sector grew by a marginal 0.1% in Q3, with 
recent data pointing to further deceleration. The 
November S&P UK PMI Services Index showed its 
lowest reading since August, indicating a marked loss of 
momentum. Service providers reported near-stagnant 
activity, workforce reductions, and declining business 
optimism, with growth expectations falling to their 
weakest since late 2022. These trends hint at muted 
service sector contributions to GDP in the coming year. 

This subdued performance highlights the difficulty in 
coordinating fiscal and monetary measures to stimulate 
growth. Rising employer costs, limited fiscal flexibility, 
and persistent but moderating inflation create 
considerable barriers to reigniting momentum in 2025. 
Compounding these issues are the pressures on public 
finances. Public debt reached 100% of GDP in August 
2024, the highest level since 1961. The combination of 
stagnant GDP growth and elevated debt creates ongoing 
challenges, with limited economic expansion leaving little 
room to offset fiscal pressures. 

Interest payments have become a growing concern, 
accounting for 4.5% of GDP in 2023—double the UK’s 
defence budget. This burden reduces fiscal space for 
growth-enhancing investments and heightens risks if 
external shocks require additional fiscal support. 

UK Budget Analysis 

The new government has implemented a tax package 
expected to raise £40 billion—equivalent to just over 1% 
of GDP—through changes such as increased National 
Insurance contributions (NICs), tightening inheritance tax 
exemptions, and reducing private equity carried interest 
tax breaks. Combined with an additional £30 billion in 
borrowing, the measures aim to fund £70 billion in 
government spending. However, doubts remain about 
whether these policies can deliver the needed boost to 
growth and confidence. 

UK Headline CPI vs GfK Consumer Confidence 
Consumer confidence remains subdued. 

Source: GfK, Office for National Statistics  
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The NIC increase for employers is set to raise labour 
costs, discouraging hiring and potentially leading to 
reduced investment or workforce reductions. These 
impacts are likely to weaken consumer spending and 
exacerbate challenges in the labour market. While 
approximately one-third of the planned spending 
increase is allocated to infrastructure, the lack of detailed 
plans for housing, energy, skills, and transport 
investment clouds its potential effectiveness. Outside 
London, public transport systems highlight the urgent 
need for funding, with South Yorkshire’s bus network 
shrinking by 42% over the past decade. 

Persistent underinvestment in infrastructure and 
equipment remains a core issue, directly impacting 
productivity growth. UK productivity—measured as 
output per hour worked—has grown just 6% since 2008, 
compared to 24% in the US, highlighting deeper 
structural weaknesses. While wage growth has 
accelerated in recent months, with average weekly 
earnings excluding bonuses rising to 5.2% in the three 
months to October, real pay gains remain constrained by 
inflation and long-term productivity stagnation. Since 
2007, real wages in the UK have seen limited progress, 
lagging behind the 17% and 10% increases in the US 
and OECD countries, respectively. Rising housing costs 
further compound these pressures, with UK rents 
increasing by 13% in the two years to May 2024, far 
outpacing the 4% seen in France and Germany. 

UK vs France vs Germany 10Yr Bond Yield  
The spread between UK and European bonds has been 
increasing. 

 
Source: Bloomberg 

Inflation and Monetary  

At the same time, the inflation outlook remains 
challenging, influenced by recent fluctuations, rising 
energy bills, and the government’s fiscal measures. 
Although inflation has moderated from its peak of 11.1% 
in October 2022, the past two months have seen renewed 
upward pressure. In October 2024, inflation climbed to 
2.3%, up from 1.7% in September, surpassing the Bank 
of England’s 2% target. This resurgence, driven in part by 
higher energy costs, raises critical questions about the 
central bank’s ability to support growth without risking a 
new wave of inflationary pressures. 

The Bank of England appears cautious, holding interest 
rates steady amid expectations that further reductions will 
come more gradually compared to central banks in 

Europe and the US. Market pricing suggests that no cuts 
are likely in December 2024, but there is a 77% chance 
of a 25bps reduction in February 2025 as part of the 
ongoing monetary easing cycle. In October, Governor 
Bailey indicated his baseline expectation of four rate cuts 
in 2025, but the scope for significant easing is 
constrained. The neutral rate—thought to balance 
inflation and growth—may have risen to between 3% and 
4%, limiting the Bank’s flexibility. Additionally, the UK 10-
year gilt yield has remained above 4.2% since October, 
reflecting persistent market caution. 

S&P Global US Manufacturing vs Services PMI 
UK business activity has weakened recently. 

Source: S&P Global 

Geopolitics 

Meanwhile, geopolitical tensions and the growing threat 
of protectionism are set to further challenge the UK 
economy in 2025. While the direct impact of tariffs might 
be less pronounced for the UK than for Europe, the 
prospect of higher global trade barriers remains 
concerning for UK manufacturers. These businesses are 
already grappling with elevated costs, weak demand, and 
heightened uncertainty. One key risk stems from potential 
US tariffs, expected to be a universal 10% levy on all 
imported goods, including those from the UK. As the US 
is Britain’s largest single export market, accounting for 
over 20% of total UK exports in 2023, these tariffs could 
still significantly impact trade. Estimates from the National 
Institute of Economic and Social Research suggest such 
tariffs would reduce the UK’s GDP growth by 0.7 
percentage points, further constraining an already 
struggling economy. 

Final Notes 

The UK economy faces a challenging year ahead, 
shaped by muted growth, elevated debt, and mounting 
external pressures. While moderating inflation provides 
some room for the Bank of England to ease monetary 
policy, rate cuts alone will not address the structural 
issues of underinvestment, sluggish productivity, and 
trade risks. Targeted investments in infrastructure and 
productivity, alongside a clear fiscal strategy, will be 
critical to restoring confidence and building resilience. 
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Currency Pair Movements 
Sterling has been steadily appreciating against the weakening 
euro. 

 
Source: Sucden Financial 

These structural challenges are also expected to have 
significant implications for currency markets. The pound 
is likely to weaken against the US dollar as trade risks, 
slower growth, and geopolitical uncertainty weigh on 
investor sentiment. In contrast, the pound may perform 
better against the euro, given the Eurozone’s parallel 
economic struggles. This divergence presents an 
opportunity for investors to hedge exposure and 
strategically position themselves to benefit from 
disparities in currency performance. 
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Sucden Financial Research Services 
Our research team, together with the firm’s experienced trading 
professionals produce commentary and analysis covering a broad 
range of markets. 

Complimentary Research 
We offer an extensive range of free reports to assist with market 
knowledge, offering price forecasts, data and in-depth market 
analysis 

Daily Base Metals Report 
• Commentary on LME aluminium, copper, lead, nickel, tin and zinc 
• Summary of the day’s trading activity on the LME 
• Overview of major macro-economic trends for that day 
• Includes energy and precious metals commentary 
• Price data in table format 

Quarterly Metals Report 
• Expert views and price forecasts for base, precious and ferrous 

metals 
• Metals market analysis 
• In-depth macroeconomic outlooks for the global economy 

– Central Bank activity, analysis of manufacturing PMIs,  
geo-political changes 

• Detailed forecasts available on request 

Soft Commodity Technical Charts 
• Technical analysis comments and charts for sugar, cocoa and 

coffee contracts for both New York and London 
• Produced three times a week 
• Outline of key support and resistance levels 
• Views on future potential price moves 
 
Coffee Market Outlook 
This report drills down into the detail of the coffee market and is 
produced three times a year, we also produce shorter more concise 
updates. We undertake a macroeconomic assessment of major 
consuming and producing regions before analysing the recent 
earnings reports from Starbucks, Nestle, Luckin Coffee, Dunkin 
Donuts, and Costa. This helps us highlight new sales and marketing 
techniques and any consumption changes, which has been 
particularly popular during COVID-19. The largest chunk of this 
report is where we assess the Supply and Demand outlook using 
our primary data for the coffee market and where we apply our 
fundamental models. We showcase our crop forecasts and highlight 
any changes before providing prices forecasts and trading 
strategies with futures and options. 

EV and Battery Materials Reports 
A suite of reports looking at how the global automobile market is 
changing, and as vehicle manufacturers look to transition to a more 
environmental fleet of autos we have outlined how prepared the 
energy markets in the U.S., China, Japan, and Europe are to aid 
this transition. Electric vehicles go a long way reduce GHG 
emissions in the auto market, we are not disputing this, and when 
you factor in the lifecycle of batteries EVs are a lot greener. 
However, these reports assess the energy mix in these specific 
regions and outlines what governments are doing to promote 
renewable energy and transition away from fossil fuels. Using the 
energy mix we provide emission analysis for different EVs 
compared to ICE vehicles in that country.  

 

Daily FX Report 
• Concise morning update covering fundamentals and technicals 

for USD, EUR, GBP, JPY and CHF 
• Highlights key upcoming events 
• Key intraday support and resistance levels 

FX Monthly Report 
• Commentary on recent developments on major currency pairs, 

including a macroeconomic overview. 
• Unique insights and trading strategies from our FX desk. 
• Precious metals outlook. 
• Technical analysis on key currency pairs. 

Market Insights 
• Dynamic ad-hoc insights in response to market events and trends 
• Provides clarity and trading ideas in uncertain times 
• We welcome requests for topics from clients, trading and client 

teams. 
 

Bespoke Analysis  
We can accept specific client requests for bespoke research on a 
range of interesting topics and we welcome the challenge to provide 
intelligent analysis and our expert opinion on forecasts, backed up 
with data and historical referencing. 

Direct access to the Research Team 
Whether you wish to schedule a daily, weekly, monthly or yearly call 
to discuss a particular market issue, talk trends or gain access to 
data, we are able to offer a direct line and a dedicated team 
member for an in-depth discussion. 

Contact our team for further information. 

Tel: +44 20 3207 5294  
Email: research@sucfin.com 
www.sucdenfinancial.com 

Stay on top of change 
 

mailto:research@sucfin.com
http://www.sucdenfinancial.com/


 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer 

 

  

The material in this report has been issued in the United Kingdom by 
Sucden Financial Limited ("Sucden") which is incorporated in 
England and Wales with company number 1095841. Sucden's 
registered office is: Plantation Place South, 60 Great Tower Street, 
London, EC3R 5AZ. Sucden is authorised and regulated by the 
Financial Conduct Authority. 

This material constitutes "investment research" for the purposes of 
the Markets in Financial Instruments Directive and as such contains 
an objective or independent explanation of the matters contained in 
the material. The information in this report is provided solely for 
informational purposes and should not be regarded as a 
recommendation to buy, sell or otherwise deal in any particular 
investment. All information in this report is obtained from sources 
believed to be reliable and we make no representation as to its 
completeness or accuracy. Please be aware that, where any views 
have been expressed in this report, the author of this report may 
have had many, varied views over the past 12 months, including 
contrary views. A large number of views are being generated at all 
times and these may change quickly. Any valuations or underlying 
assumptions made are solely based upon the author’s market 
knowledge and experience. Please contact the author should you 
require a copy of any previous reports for comparative purposes. 
Any reference to past performance should not be taken as an 
indication of future performance. This report is for the use of 
intended recipients only and may not be reproduced (in whole or in 
part) or delivered or transmitted to any other person without the prior 
written consent of Sucden. The material in this research report is 
general information intended for recipients who understand the risks 
associated with investment. It does not take into account whether an 
investment, course of action, or associated risks are suitable for the 
recipient. Furthermore, this document is intended to be used by 
market professionals (eligible counterparties and professional clients 
but not retail clients). Retail clients must not rely on this document. 
To the fullest extent permitted by law, no Sucden Group company 
accepts any liability whatsoever (including in negligence) for any 
direct or consequential loss arising from any use of or reliance on 
material contained in this report. All estimates and opinions included 
in this report are made as of the date of this report. Unless otherwise 
indicated in this report, there is no intention to update this report. 
Please read our full risk warnings and disclaimers. 

https://www.sucdenfinancial.com/risk-warning-and-disclaimers/
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Tel: +44 (0)20 3207 5000 
Email: info@sucfin.com 

Hong Kong 
Sucden Financial (HK) Limited 
Unit 1001, 10/F 
Li Po Chun Chambers 
189 Des Voeux Road Central 
Hong Kong 

Tel: +852 3665 6000 
Email: hk@sucfin.com 
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12th Floor 
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