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The UK economy has experienced a large fall in economic activity compared to major
Eurozone countries since 2020 with personal consumption of services and export volumes
reaching a significant low. The seriousness of the COVID-19 pandemic in the UK led the
government to impose tight restrictions which resulted in a relatively large drop in people’s
mobility and thus the low level of services consumption (Chart 1).

On 19 July, the UK government moved to the fourth and final stage of the lockdown which
began in March. While the number of infections in the younger cohort increased from June, the
distribution of vaccines has seen the number of hospitalisations of over 65s (who are at a
higher risk of becoming severely ill) remain low (Chart 2, upper). Our view is that the UK
government’s strategy is now to “coexist with coronavirus” while pushing forward with the
economic recovery.

Nevertheless, we expect some economic activity to remain at its current subdued levels even
with the low number of hospitalisations. For example, in London, while car usage returned to
its pre-pandemic levels in April, underground rail (Tube) usage slowed from its initial rebound
as infections increased again, remaining at 50% compared to a pre-pandemic baseline (Chart
2, lower). As well as personal caution, there is still a cautious view towards the lifting of
restrictions at the local government level. For example, the Mayor of London (opposition,
Labour Party) decided to continue pandemic-related restrictions on public transport within the
city. Mobility in the UK as a whole is about 70% of normal levels, which is still low when
compared to major Eurozone countries (where the figure is now around 90%). The possibility
that any return to services consumption and mobility will remain restricted unless the pandemic
subsides cannot be ignored.

Other countries have the same intention to promote vaccination coverage and normalise
economic activity which means that many governments will be following the outcome of the
UK’s approach when looking at the future of their own economic and policy decisions.
Therefore, we can say that the success or failure of the UK’s decision to lift restrictions while
cases remain elevated may be important for the outlook in other countries. It is certainly worth
keeping an eye on how British consumers behave now that they have been allowed to make
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their own informed decisions about how to manage the virus amid continued uncertainty

around the evolution of the pandemic.

Chart 1: Mobility and Services Consumption of Major

100 European Countries
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Source: National Statistics, Google, MUFG Bank Economic Research Office

Chart 2:UK Infection Rate and Usage of Transportation
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Note: The number of new cases and new hospitalisations is based on data for England rather than the
UK as a whole.
Source: ONS, NHS, Department of Transport, MUFG Bank Economic Research Office
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