UK economy flatlines with no
growth in February as strikes
hit productivity

The UK economy flatlined in February, with no growth in GDP,
according to official figures.

Civil service strikes and low energy consumption offset growth
in areas such as construction — which grew 2.4%, the 0Office
for National Statistics (ONS) data showed.

The flatlining was unexpected. Economists polled by the
Reuters news agency had forecast slight growth of 0.1% for the
month.

ONS figures showed services production fell by 0.1% in the
month, following growth of 0.7% in January 2023.

The largest contributor to negative growth in the services
industry was education, which fell 1.7% in a month where
teacher strikes took place.

Another strikes hit sector, public administration, was the
second largest contributor to negative growth in the services
industry.

What is GDP and why does it matter?

GDP stands for gross domestic product and measures the sum
total of everything produced in the economy.

Politicians talk a lot about economic growth.

Former chancellor Kwasi Kwarteng targeted medium term growth
of 2.5% in his September mini-budget and economic growth is
the second priority in the prime minister’s five key pledges
to the public for 2023.
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Higher economic growth brings increased tax revenues into the
Treasury — and likely higher incomes and standards of living.

As part of his focus on economic growth, Rishi Sunak says
growing the economy will create better-paid jobs and
opportunities across the country.

But a side-effect of growing GDP can also be rising greenhouse
gas emissions.

The IPCC (Intergovernmental Panel on Climate Change) said that
GDP and population growth “remained the strongest drivers of
C02 emissions from fossil fuel combustion in the last decade”.

Construction grew thanks to repair works taking place and
retail output increased as many shops had a “buoyant month”,
the ONS’s director of economic statistics, Darren Morgan said.

Unseasonably mild and dry weather led to reduced production of
electricity and gas, Mr Morgan added. OQutput in the arts,
entertainment and recreation industries grew, however.

It followed growth of 0.4% in January and confirmation the UK
economy avoided recession in the second half of 2022 and
actually grew 0.1% in the final three months of the year.
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The most recent projections from the independent economic
forecaster, the Office for Budget Responsibility (OBR), said
the UK will avoid recession — defined as two consecutive
quarters of negative growth — in 2023, despite previous
predictions.

But the economy will still shrink overall this year by an
expected 0.2%, and the fiscal watchdog warned living standards
are to fall by the largest amount since records began.

Be the first to get Breaking News


https://news.sky.com/story/retail-sales-pick-up-as-consumer-confidence-rises-to-highest-level-in-a-year-12841274#:~:text=The%20Office%20for%20National%20Statistics,their%20pre%2DCOVID%20era%20level.
https://news.sky.com/story/economy-sees-rebound-in-january-helping-renewed-recession-fears-subside-12829519
https://news.sky.com/story/uk-economy-grew-slightly-and-avoided-recession-revised-official-figures-confirm-12845803
https://news.sky.com/story/budget-2023-jeremy-hunt-says-economy-will-avoid-recession-in-2023-12834284
https://news.sky.com/story/forecasts-though-routinely-wrong-are-still-worth-listening-to-12752873
https://news.sky.com/story/forecasts-though-routinely-wrong-are-still-worth-listening-to-12752873
https://news.sky.com/story/living-standards-set-for-largest-drop-on-record-says-fiscal-watchdog-12573584
https://news.sky.com/story/living-standards-set-for-largest-drop-on-record-says-fiscal-watchdog-12573584

Install the Sky News app for free

Download on the

' App Store

' GET IT ON
>’ Google Play

Read more:

Bank of England governor’s banking system warning
Why demand for cash is lowest for 20 years

All the Barclays branches closing in 2023

On a quarterly basis, the economy grew slightly. In the three
months to February, the ONS said GDP, a measure of economic
growth, increased by 0.1%.

However, responding to the flatlining, Chancellor Jeremy Hunt
remained upbeat about the figures.

He said: “The economic outlook is looking brighter than
expected — GDP grew in the three months to February and we are
set to avoid recession thanks to the steps we have taken
through a massive package of cost of living support for
families and radical reforms to boost the jobs market and
business investment.”
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But Labour’s shadow chancellor Rachel Reeves criticised the
government’s record on economic growth.

She said: “Despite our enormous promise and potential as a
country, Britain is still lagging behind on the global stage
with growth on the floor.

“The reality of growth inching along is families worse off,
high streets in decline and a weaker economy that leaves us
vulnerable to shocks.

“These results are exactly why Labour’s mission to secure the
highest sustained growth in the G7 is so important — it’s that
level of ambition that we need to strengthen our economy, get
our high streets thriving again and make families across every
part of Britain better off.”

The Bank of England’s chief economist said the flatlining



economy was “somewhat disappointing” but was still a
significant improvement from its previous forecast of a
recession.

Huw Pill, speaking at a panel event with Market News
International Connect, said: “Last summer we were forecasting
a pretty deep, and certainly a very prolonged, recession in
the UK.

“Relative to that, the flatlining of the economy that we are
seeing, in terms of the evolution of GDP, 1is a quite
significant improvement.”



