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Economic summary 
• CBI surveys suggest that warmer weather has boosted growth over Q3, however these 

effects are likely to be temporary and are expected to unwind towards the end of the 2018  

• The underlying UK growth picture remains subdued, with conditions for consumer-facing 
firms remaining particularly challenging due to the ongoing squeeze on household incomes. 
In contrast, the strength in the global economy is expected to continue supporting 
manufacturing export growth 

• CPI inflation edged higher in August, contrasting with consensus expectations of a slight fall. 

• The UK economy grew by 0.4% in Q2 2018, according to the ONS’ second estimate of GDP. 
This was unrevised from the first estimate released last month. 

 
CBI economic narrative 

• The global economy continues to expand at a decent pace, although the pace of expansion has 

slowed since the start of 2018. This reflects a combination of factors, such as the maturing of the 

economic cycle in key markets (such as China), higher oil prices, tighter global financial conditions, 

and the impact of rising trade tensions on business confidence. Nevertheless, even if growth has 

peaked, the slowdown in global growth is expected to be gradual and the global economy is still 

expected to expand at a relatively healthy 3.8% in 2018 and 3.6% in 2019.  

• In the UK, we continue to expect net trade to support economic growth, with exports lifted by the 

low pound and supportive global backdrop. However, uncertainty around the strength of external 

demand has increased, with weaker official data on trade contrasting with business surveys (our 

own and others’), which continue to show historically elevated export order books and growth in 

export deliveries.   

• Consumer spending will continue to be constrained by weak real wage growth (i.e. the fact that 

wages are growing only marginally faster than inflation – consumer spending makes up two-thirds of 

GDP), which is maintaining pressure on consumer-facing firms. It is likely that the recent 

improvement in retail volumes and sales by other consumer-facing firms (restaurants, bars and 

hotels) reflect a temporary boost from the good weather and the World Cup. This is expected to 

unwind towards the end of the year. 

• Brexit uncertainty continues to apply the brakes to some areas of investment spending, 

particularly bigger projects, but smaller projects continue to go ahead. Our surveys show that 

investment plans remain weaker than pre-referendum, but above the long-run average. Brexit 

uncertainty is at least partly offsetting more supportive investment fundamentals which include: 

healthy corporate profitability, low borrowing costs, limited spare capacity and strong global activity.  

• Notably, the manufacturing sector saw a sharp drop in investment intentions for product and 

process innovation and training and retraining in the July quarterly CBI survey. Respondents 

cited a mixture of Brexit uncertainty, cost pressures and investment cycles maturing.  

• However, this is does not seem to be the case in other sectors with Brexit also making it more 

difficult to recruit and retain workers according to some companies. Services and financial 

services are continuing to invest in training and retraining and are increasingly focussed on investing 

in automation and AI (notwithstanding subdued investment plans more generally).  

• Weather effects aside, the economy in 2018 has evolved broadly as we have expected. We 

expect GDP growth of 1.4% in 2018 and 1.3% in 2019, which represent fairly sluggish rates of 

growth for the UK.  
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CBI surveys suggest an improvement in growth momentum in Q3… 

The CBI’s September growth indicator points a slight uptick in GDP growth over Q3. Stronger momentum 
has been driven by an improvement in consumer services, retail and manufacturing volumes/output growth. 
In particular, consumer-facing sectors such as retail have been supported by the warmer summer weather 
and the World Cup, with the CBI’s retail survey showing the fastest growth in sales since July 2017(on a 
3m/3m basis). 

 

…but underlying conditions remain subdued 

Nevertheless, this uptick is likely to be temporary, and so is expected to unwind towards the end of the year. 
Indeed, we may be seeing early signs of hitherto strong manufacturing growth starting to unwind. The CBI’s 
Industrial Trends Survey showed that output growth eased in the three months to September, albeit 
remaining above the long-run average. Total and export order books also weakened in September, but 
nevertheless remained noticeably elevated in historical terms. The sector is expected to continue to be 
supported by firm global growth ahead. Please see the CBI’s economic forecast for more information. 

 

Crucially, underlying consumer fundamentals are also more subdued than data on retail and consumer 
services suggests. Household incomes remain squeezed, with CPI inflation picking up to 2.7% in the year to 
August, from 2.5% in July, contrary to consensus expectations of a slight fall. August’s rise in inflation 
seemed to be driven by volatility in a number of prices, so we still expect inflation to fall back further ahead. 
Nevertheless, with nominal wage growth remaining weak in the face of sticky inflation, real wage growth is 
set to remain modest going forward. 

 

Q2 recovery in growth supported by warm weather 

Looking further back, the ONS’ latest estimate of Q2 GDP growth was unchanged at 0.4%. The bounce back 
in growth from a weak Q1 was driven by sectors that were heavily affected by the snow earlier in the year, 
such as retail and construction. For example, retail posted a strong bounce back in Q2 (2.1%) following a fall 
of 0.4% in Q1 – separate data indicates that this was driven by food and drink sales due to the warm 
weather and World Cup celebrations.  

 

However, the expenditure breakdown of GDP growth was less sanguine than the headline figure might 
suggest. Consumer spending growth remains subdued, business investment fell for the second quarter in a 
row, and a net trade dragged sharply on growth due to a sharp drop in exports.  

 

http://www.cbi.org.uk/cbi-prod/assets/File/8%20June%20-%20CBI%20Economic%20Forecast%20Text%20and%20numbers.pdf
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Source: ONS, Macrobond 

 

 

Source: CBI. 
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Source: ONS, Macrobond. 
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  Key 
 

Positive  
Neutral  
Negative  

  Optimism Orders Output/Volumes2 Prices and costs Employment Investment  

CBI Industrial Trends Survey     
(monthly3/quarterly) 
Covers 
Manufacturing sector 
 
Conducted  
Quarterly: 26th June – 12th July 
Monthly: 24th August – 13th 
September 

 

Both overall (-3%) 
and export sentiment 
(-2%) were 
unchanged in July. 
The latter was the 
weakest balance in 
two years. 

In September, the level 
of total order books 
weakened from August 
(-1% from +7%) but 
remained above the 
long-run average (-
18%). Meanwhile, 
export order books 
(+5%) were stable & far 
above the long run 
average (-20%).  

Output growth 
slowed in the three 
months to September 
(+11% from +21%), 
but remained above 
average. Growth is 
expected to pick up 
slightly next quarter 
(+19%). 

In the 3m to July, cost 
growth accelerated (+36%, 
av: +30%) but growth is 
set to slow (+28%). Export 
price growth eased (+12% 
from +16%) and is set to 
slow further (+7%). 
Domestic price growth 
picked up (+20% from 
+14%) but is set to ease 
(+13%). 

Employment growth 
slowed slightly in the 
three months to July 
(+17% from +21%), 
but remained above 
the negative long run 
average (-11%). Over 
the next quarter, 
growth in headcount 
is expected to slow 
further (+8%). 

Plans for buildings      
(-14%) & plant and 
machinery (+4%) 
investment remained 
above their long-run 
averages in July.  
However, investment 
intentions for training 
& re-training and 
innovation fell at the 
fastest pace since ‘09. 

CBI Distributive Trades 
Survey (monthly3/quarterly) 
Covers 
Retail 
 
Conducted 
Quarterly: 26thJuly – 15th August 
Monthly: 28th August - 13th 
September 

Sentiment declined 
for the second 
consecutive quarter 
in August (-8%).  
 

Orders placed on 
suppliers were 
relatively flat in the 
year to September (-1% 
from -19%). In the year 
to October, orders are 
expected to be 
unchanged (--2%).  

In the year to Sept, 
retail sales growth 
eased slightly but 
remained robust 
(+23% from +29%, av: 
+10%). Sales growth 
is set to edge lower 
in the year to Oct 
(+19%).  

Average selling price 
inflation picked up in the 
year to August (+70% from 
+58%; av +27%). Inflation 
is expected to ease only 
slightly in September 
(+66%). 

Numbers employed 
declined for the 
seventh quarter 
running in August (-
29% from -6%). 
Retailers expect to 
continue reducing 
headcount in the year 
to September (-35%). 

Investment intentions 
for the year ahead 
deteriorated in August      
(-10% from -7%), falling 
for the second 
consecutive quarter. 

CBI Service Sector Survey (1) 
(monthly3/quarterly) 
Covers 
Consumer services 
 
Conducted 
Quarterly: 27th July – 13th August 
Monthly: 29th August - 13th Sept 

In the quarter to 
August, sentiment in 
consumer services 
improved after 
declining in the 
preceding quarter 
(+7% from -11%). 

 Volumes growth 
picked up in the 
quarter to September 
(+13% from +7%). 
And growth is 
expected to edge 
higher next quarter 
(+19%). 

Cost growth eased but 
remained elevated in the 
quarter to August (+51% 
from +61%, av: +37%) and 
is set to slow further 
(+44%). Selling price 
inflation slowed (+20% 
from +26%) but is set to 
edge higher (+26%). 

Employment growth 
picked up in the 
quarter to August 
(+20% from +10%). 
Employment is set to 
expand at a steady 
pace next quarter 
(+18%). 
 

In August, firms 
expected to spend 
more on IT over year 
ahead (+9%), reduce 
spending for land & 
buildings (-8%) and 
keep spending steady 
on vehicles, plant & 
machinery (+0%).  

CBI Service Sector Survey (2)    
(monthly3/quarterly) 
Covers 
Business & Professional  
 
Conducted 
Quarterly: 27th July – 13th August 
Monthly: 29th August - 13th Sept 

Sentiment declined in 
the quarter to August  
(-4% from +14%). 

 Volumes growth was 
relatively flat in the 
three months to 
September (+2% from 
+14%). Next quarter, 
growth is expected to 
pick up marginally 
(+7%). 

Cost growth edged higher 
in August (+45% from 
+38%) and a similar 
increase is expected 
(+48%). Selling price 
growth remained steady 
(+9% from +10%) but is set 
to be flat (+2%).  

Employment grew at 
a steady pace in the 
quarter to August 
(+11% from +13%) 
with similar growth 
expected over the 
following quarter 
(+13%). 

In August, firms 
expected to reduce 
spending on vehicles, 
plant & machinery       
(-5%), keep it steady on 
land & buildings (-2%) 
and raise investment in 
IT (+22%). 

CBI Financial Sector Survey 
(quarterly) 
Covers 
Financial sector 
 
Conducted 
15th August – 10th September 

Optimism 
deteriorated sharply 
in three months to 
September (-30% 
from -4%), with firms 
failing to see any 
material improvement 
in sentiment since 
mid-2015.  
 

 Business volumes 
grew broadly in line 
with average in the 
quarter to September 
(+12% from -4%, av: 
+14%) but are 
expected to be 
unchanged next 
quarter (+1%). 

In Sept, spreads were 
stable (+4% from -12%) 
and are expected to be 
unchanged (+1%) next 
quarter. Commissions/fees 
were flat (-1%). Total costs 
grew at a pace above 
average (+17% from +4%, 
av: +8%), with a similar 
increase expected (+16%).   

Numbers employed 
were unchanged in 
the quarter to 
September (+3% from 
+24%). Employment 
is set to remain flat in 
the three months to 
December (0%). 
 

In Sept, firms expected 
to raise investment in 
IT (+49%) at a robust 
pace in the year ahead. 
Firms expected to cut 
back on spending on 
vehicles, plant & 
machinery (-15%) and 
land & buildings           
(-18%).  

1 CBI survey results are reported as a ‘balance’ statistic – calculated as the difference between the percentage of respondents replying ‘up’ minus the percentage replying ‘down’. 
2 The Industrial Trends Survey queries respondents on output, whereas the remaining surveys ask about volumes. 
3 Monthly ITS data covers orders and output, otherwise data is quarterly. Monthly DTS data covers orders and volumes, otherwise data is quarterly. Monthly SSS data covers volumes, otherwise data is quarterly.  Monthly SSS data is unpublished, but is used to compile the monthly 

growth indicator. We do not include the monthly growth indicator in the scorecard as it is a composite of the CBI’s survey data shown above. 

 

Results of September CBI Surveys1 
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