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Forklift Truck Forecast Overview
 Executive summary 

Despite Theresa May’s long-awaited speech in Florence, 
which appears to have helped to unblock the impasse 
in the Brexit talks, businesses continue to be wary of 
investing in a climate of Brexit-related uncertainty. And 
with high inflation weighing on consumer spending, we 
expect weak GDP growth of 1.5% in both 2017 and 2018. 
 
Notwithstanding the more downbeat outlook for the UK 
economy, bookings growth has been robust so far this 
year. Strong warehouse data is driving this more positive 
tone, whereas counterbalance data has been somewhat 
volatile. Counterbalance bookings contracted by 4.4% 
year on year (y/y) in Q2, following a 3.6% expansion in 
Q1. For the year as a whole, we expect 16,818 
counterbalance orders to be placed, a modest 4.1% 
expansion from the 16,149 orders in 2016. And in 2018 
we expect growth to ease to 1.7%, pushing orders up to 
17,099. This is a marked slowdown from the 9% average 
growth between 2010 and 2015. Key end use sectors 
such as construction continue to struggle, input price 
pressures remain, and Brexit related uncertainty is 
weighing on UK investment decisions.  
 
Warehouse bookings have performed well so far this 
year. In Q1 and Q2 bookings rose by 5.4% and 16.6% 
y/y respectively. However, bookings growth is expected 
to moderate for the remainder of the year. There are two 
key reasons behind this. First, growth rates in the first 
half of this year were elevated by a weak start to 2016 
leading up to the Brexit vote last June. Second, higher 
prices and subdued wage growth will continue to 
squeeze household spending power, thus impacting 
performance in the sector. Taken together, we expect 
18,808 orders for the year as a whole, up 3.5% from the 
18,179 orders in 2016. In 2018, we expect orders to fall 
slightly (-0.7% growth) to 18,685. 
 
Risks to the forecast are significant, given the true state 
of the UK’s economy following Brexit is yet to be seen. 

Macroeconomic overview 

The general election saw the Conservative party 
surprisingly lose seats and fall short of a majority. It has 
since struck a confidence and supply agreement with the
Democratic Unionist Party (DUP). However, there is a 
strong chance that it will not last the full five-year-term, 
which could dampen already weak UK economic 
prospects. Turning to Brexit, Theresa May’s more 
conciliatory, and realistic, tone in her Florence speech 
appears to have helped to unblock the impasse in the 
Brexit talks. But there is much work still to do in the 
negotiations. We see a two-year transition that 
resembles the status quo, followed by a free-trade 
agreement, as the most likely outcome. 
 
In the wider economy, there is clear evidence that high 
inflation and sluggish wage growth is negatively 
impacting household spending power, with consumer 
spending growth in 2017 Q2 virtually grinding to a halt 
(0.1% quarter-on-quarter growth). We expect consumer 
spending growth to slow from 2.9% last year to 1.5% in 
2017 and just 0.8% in 2018. 
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Uncertainty around Brexit is subduing business 
investment, with some firms postponing capital spending 
until the UK’s future trading relationship with the EU 
becomes clearer. We expect economy-wide fixed 
investment to grow by 2.1% this year, easing to 1.8% in 
2018. A saving grace for the economy is the combination 
of a weaker pound and a pickup in world trade which has 
boosted export demand. We expect net trade to lift GDP 
growth by 0.5 percentage points this year – this would be 
the best performance for six years. 
 
Therefore, economic growth will be subdued by historical 
standards, and uncertainty will persist until substantial 
progress has been made on the eventual form of Brexit. 
Taken together, we expect GDP growth of 1.5% in both 
2017 and 2018. 
 

Forecast – Counterbalance 

Overall bookings data has been weak and volatile. This 
weakness masks some differences in the counterbalance 
sector, with solid performance in Class 1 partly offsetting 
weak performance in Class 4/5. In 2017Q1 and Q2 Class 
4/5 contracted by 1.1% and 13.5% y/y respectively (yet 
the latest monthly data indicates it should return to y/y 
growth in Q3). Class 1 expanded by 11.0% and 13.1% 
over this same period. Total shipments have also sagged, 
contracting y/y in every quarter since the Brexit vote. 

Despite this subdued performance, bookings are set to 
outperform our forecast in the Spring report. This is 
consistent with the better than expected economy-wide 
fixed investment (yet with investment growth still weaker 
than average growth rates since 2010). Nonetheless, the 
slowdown in bookings growth from the 9% average 
growth rate experienced since 2010 is significant, with 
relatively weak investment, waning demand from key-
end use sectors, and price pressures negatively 
impacting counterbalance bookings. 
 
Key end-use sectors such as construction have 
struggled. Construction orders are weak; in 2017Q2 they 
declined for the first time since mid-2012. Further, given 
the long lead times of construction projects, the sector is 
particularly sensitive to swings in investment. As such, 
activity is expected to slow to 1.4% in 2017 and 0.9% in 
2018. Further, an acceleration in input-price growth to a 
six-month high in the September Purchasing Managers 
Index (PMI) could indicate that ‘peak pain’ from elevated 
inflation due to the weaker pound has not yet been 
reached. This is likely to restrain companies’ ability to 
expand production. Indeed, in the latest BITA survey, 
respondents cited higher costs as the biggest constraint 
on profitability over the next year.  
 
Partially offsetting this lacklustre economic picture is the 
boost to export demand from a weaker pound and a 
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pickup in world trade. However, this support looks likely 
to fade moving into 2018, with sterling expected to rally 
further and erode some of the recent gains in 
competitiveness. 
 
Overall, we expect Counterbalance orders to rise 
modestly this year by 4.1% to 16,818 orders, easing to 
1.7% growth in 2018 to give 17,099 orders.  
 

Forecast – Warehouse 

Growth in warehouse orders has been strong so far this 
year, but it is more a function of weakness last year than 
to current strength. Yet across classes, there is some 
divergence in performance. Class 2 bookings have 
contracted for five successive quarters, and in Q1 and Q2 
of this year they dipped by 21.7% and 12.9% y/y 
respectively. However, Class 3 – which is larger in size 
and driving the positive performance of the sector – 
surged by 21% and 33.9% in Q1 and Q2.   
 
Warehouse truck demand is less affected by economy-
wide investment trends. Consumer spending however is 
a key determinant of bookings. This has been squeezed 
by higher inflation and sluggish wage growth, and as 
such consumer spending ground to a virtual standstill in 
Q2 2017 (0.1% growth q/q). This has hit overall quarterly 
GDP growth, which stood at just 0.3% in Q2.   
 
With consumers enduring a severe squeeze, we expect 
orders growth to ease in the second half of the year. For 
the year as a whole, we expect 3.5% growth, moderating 
from 7.2% growth in 2016. Then in 2018 we expect 
bookings to fall by 0.7%. 
 
In spite of this subdued outlook over the next couple of 
years, strong demand for online shopping should support 
growth in warehouse orders. Delivery and warehousing of 
online goods will bolster demand for warehouse trucks. In 
addition, and as with counterbalance, the weaker pound 

offers a short-term opportunity for warehouse truck 
producers in the UK to improve their competitiveness 
relative to European competitors, which should stop 
warehouse orders tumbling. 
 

Forecast risks 

As in our last report, various risk factors cloud the outlook, 
with two key categories of risk being especially important. 
The first is around the Brexit negotiations. Six months of 
the two-year Article 50 period have passed, with little 
progress being achieved. However, Theresa May’s long-
awaited Florence speech has raised the chances of an 
eventual Brexit deal. And the UK’s proposal of a transition 
deal that resembles the status quo, represents a sensible 
offer. The second category of risk is related to how 
business confidence endures the Brexit uncertainty, with 
confidence playing a key role in determining whether 
economic activity locks up.  
 
Market specific risks remain of secondary importance 
relative to the larger risks associated with Brexit. 
Innovation gives us reasons to be positive, where modern 
technologies could shape the market to a greater extent 
than expected. However, as seen in the September PMI, 
there is the risk of rising input costs for end users, as a 
result of the higher inflation, translating into lower truck 
orders. 
 

 
 



UK Forklift Truck Market OutlookAutumn 
2017 

4 

Food 
Beverages & 

Tobacco
12%

Chemicals
3%

Rubber and 
Plastic

3%

Retail, 
Wholesale, 
Hotels and 
Catering

41%

Transport & 
Storage

12%

Mechanical 
Engineering

2%

Fabricated 
Metal 

Products
1%

Business 
Services

12%

Other sectors
14%

Source: BITA

Warehouse market  shares 2016 Food 
Beverages & 

Tobacco
9%

Chemicals
4%

Rubber and 
Plastic

4%

Retail, 
Wholesale, 
Hotels and 
Catering

19%

Transport & 
Storage

14%

Mechanical 
Engineering

4%

Fabricated 
Metal 

Products
5%

Business 
Services

21%

Other Sectors
20%

Source: BITA

Counterbalance market shares 2016

 
 

 



UK Forklift Truck Market OutlookAutumn 
2017 

5 

Shipments (units) Orders (units)

All 
Counterbalance All Warehouse Class 6 Total

All 
Counterbalance All Warehouse Class 6 Total

Units Units
2006 14761   12953   177   27891   2006 16153   13797   161   30111   
2007 15726   13700   290   29716   2007 16526   14229   408   31163   
2008 15283   13269   229   28781   2008 14417   11988   220   26625   
2009 8414   8417   128   16959   2009 8508   9056   94   17658   
2010 8409   8293   98   16800   2010 10845   10848   188   21881   
2011 12691   12511   185   25387   2011 13048   12938   148   26134   
2012 12665   12316   153   25134   2012 13311   13198   309   26818   
2013 12803   12443   297   25543   2013 13509   13060   316   26885   
2014 13489   13877   279   27645   2014 14401   15340   312   30053   
2015 15120   16225   298   31643   2015 16739   16961   311   34011   
2016 15239   15121   201   30561   2016 16149   18179   196   34524   
2017 15716   17873   212   33801   2017 16818   18808   236   35861   
2018 15985   17071   222   33279   2018 17099   18685   243   36027   
2019 16614   16922   237   33773   2019 17877   18582   267   36726   

% changes on previous year % changes on previous year
2006 -6.2     12.3     35.9     2.0     2006 -9.6     3.7     44.2     -3.3     
2007 6.5     5.8     63.8     6.5     2007 2.3     3.1     153.4     3.5     
2008 -2.8     -3.1     -21.0     -3.1     2008 -12.8     -15.7     -46.1     -14.6     
2009 -44.9     -36.6     -44.1     -41.1     2009 -41.0     -24.5     -57.3     -33.7     
2010 -0.1     -1.5     -23.4     -0.9     2010 27.5     19.8     100.0     23.9     
2011 50.9     50.9     88.8     51.1     2011 20.3     19.3     -21.3     19.4     
2012 -0.2     -1.6     -17.3     -1.0     2012 2.0     2.0     108.8     2.6     
2013 1.1     1.0     94.1     1.6     2013 1.5     -1.0     2.3     0.2     
2014 5.4     11.5     -6.1     8.2     2014 6.6     17.5     -1.3     11.8     
2015 12.1     16.9     6.8     14.5     2015 16.2     10.6     -0.3     13.2     
2016 0.8     -6.8     -32.6     -3.4     2016 -3.5     7.2     -37.0     1.5     
2017 3.1     18.2     5.4     10.6     2017 4.1     3.5     20.3     3.9     
2018 1.7     -4.5     4.7     -1.5     2018 1.7     -0.7     3.1     0.5     
2019 3.9     -0.9     7.1     1.5     2019 4.5     -0.6     10.0     1.9     

 
 

Shipments (differences) Orders (differences)

All 
Counterbalance All Warehouse Class 6 Total

All 
Counterbalance All Warehouse Class 6 Total

Unit differences Unit differences
2015 0   0   0   0   2015 0   0   0   0   
2016 258   -657   8   -391   2016 719   1155   -30   1844   
2017 1337   2090   16   3443   2017 1989   2614   29   4631   
2018 1103   862   22   1988   2018 1955   2308   19   4282   

% pt differences in year-on-year growth % pt differences in year-on-year growth
2015 0   0   0   0   2015 0   0   0   0   
2016 2   -4   3   -1   2016 4   7   -10   5   
2017 7   18   4   13   2017 8   8   29   8   
2018 -2   -7   3   -5   2018 0   -2   -5   -1   
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Survey highlights 
 
Respondents to the BITA survey have on balance 
become more pessimistic since the Spring survey was 
carried out. This is consistent with the overall weakness 
and heightened uncertainty in the UK economy.  
 
The majority of respondents expect general market 
prospects to remain the same over the coming 12 
months. And compared with the Summer survey, some 
respondents are now less optimistic about the general 
prospects. When asked about their firm’s own sales 
prospects over the coming 12 months, 80% of 
respondents expect a modest rise in sales over the next 
year. However, a small proportion (10%) now expect a 
‘modest fall’ in sales. This is weaker than the Spring 
survey, where no respondents expected a modest fall. 
But on the other hand, respondents are more optimistic 
than last Autumn’s survey response, where a third 
expected a fall in sales in twelve months just past.  
 

The response of the sample being questioned on their 
current order book position has deteriorated. 60% of 
respondents say that their order positions were 
modestly or significantly better than normal, down 
from 85% in the Spring. And now 10% see their order 
positions as “modestly below normal”. Further, when 
asked about the size of orders over the past six 
months, a slight majority mentioned this is ‘modestly 
below normal’  
 
One trend that surveys since the Brexit vote continue 
to exhibit is an expectation of price increases relative 
to the previous 12 months. Higher prices in the 
economy are due to the depreciation of sterling, and 
the impact of rising oil prices from their previous low 
levels. However, relative to the previous two surveys, 
a lower proportion of respondents expect price rises 

(70% relative to all respondents in the Spring 2017 
and Autumn 2016 surveys). This could indicate that 
respondents feel the worst of higher inflation has now 
past. Notwithstanding this, higher costs are considered 
to be the biggest constraint on profitability.  
 
When asked which sector will show the most sales 
over the coming 12 months, there was no unanimous 
view. ‘Retail and wholesale firms’, ‘Other 
manufacturing firms’ and ‘Building materials’ all came 
joint top. The latter result is slightly unexpected, as 
data for the UK construction sector has been weak so 
far this year, which we expect to continue into 2018.  
 
The most important factor for customers has not 
changed markedly from the Spring survey, with a 
competitive price being the factor viewed to be the 
most important by the greatest number of 
respondents.  
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 Revisions to historical data and a soft outturn for services output in July mean 

that we have lowered our forecast for 2017 GDP growth to 1.5% from 1.7% last 

month. And with high inflation continuing to weigh on consumer spending, 

businesses wary of investing in a climate of Brexit-related uncertainty and the 

government continuing with its programme of fiscal austerity, we expect growth 

to remain sluggish at around 1.5% in 2018. 

 The latest national accounts saw the ONS re-base the data to 2015 prices and 

introduce a raft of methodological changes, particularly for the sectoral accounts. 

Improvements to the measurement of dividend income from self-employment have 

boosted growth in household incomes over recent years, suggesting the financial 

position of households is less parlous than previously thought. But in contrast, the 

story of large corporate surpluses has been revised away.   

 By taking a more conciliatory approach, particularly in terms of the size of the ‘divorce 

bill’, Theresa May’s Florence speech appears to have helped to unblock the impasse 

in the Brexit talks. But there is much work still to do, and the European Council 

meeting in mid-October is unlikely to give the green light to talks about the future 

relationship just yet. Yet we still see successful deals on separation and transition, 

followed by a free-trade agreement, as the most likely outcome. 

 Though the case for a rate hike is, in our view, very weak, we expect the MPC to 

increase Bank Rate to 0.5% at the November meeting. The rhetoric in September’s 

minutes and in subsequent speeches has been unusually strong and the MPC has set 

the bar for a hike very low, suggesting that even a continuation of the recent sluggish 

pace of growth will not be enough to stop it from moving. 
 

 

 

2016 2017 2018 2019 2020 2021
Domestic Demand 2.1 0.8 1.2 1.3 1.9 2.2

   Private Consumption 2.9 1.5 0.8 1.1 1.7 2.1

   Fixed Investment 1.3 2.1 1.8 3.0 4.1 3.6

   Stockbuilding (% of GDP) 0.2 -0.2 0.0 0.0 0.0 0.0

   Government Consumption 1.1 0.5 0.4 0.4 0.9 1.3

Exports of Goods and Services 1.1 5.1 3.5 3.4 3.1 2.8

Imports of Goods and Services 4.3 2.9 2.3 2.5 2.7 2.8

GDP 1.8 1.5 1.5 1.6 2.0 2.2

Industrial Production 1.3 1.3 1.5 1.0 1.1 1.2

CPI 0.6 2.8 2.1 1.6 1.8 1.8

Current Balance (% of GDP) -5.9 -4.3 -3.0 -2.3 -2.0 -1.9

Government Budget (% of GDP) -3.3 -2.5 -2.4 -1.6 -1.4 -1.2

Short-Term Interest Rates (%) 0.5 0.4 0.6 0.7 1.2 1.7

Long-Term Interest Rates (%) 1.3 1.3 1.7 2.1 2.6 3.0

Exchange Rate (US$ per £) 1.35 1.30 1.37 1.39 1.40 1.41

Exchange Rate (Euro per £) 1.22 1.14 1.14 1.15 1.16 1.16

Forecast for UK
(Annual percentage changes unless specified)

Growth in 2017-18 
set to be softer, but 
more balanced, than 
in recent years  

2017 GDP forecast 
lowered to 1.5% due 
to data revisions and 
soft services outturn 
for July 
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Forecast overview  
Historical revisions weigh on 2017 forecast… 

The third release for Q2 2017 saw quarterly GDP growth 

unrevised at 0.3%. But downgrades to the final three 

quarters of 2016 left the economy with less momentum 

coming into this year than previously thought and, though 

the ONS nudged up growth in Q1 from 0.2% to 0.3%, the net 

effect of the revisions on our forecast for 2017 GDP growth 

has been negative. 

…and growth is likely to remain sluggish 

There was also disappointing news from July’s Index of 

Services release, with output having fallen 0.2% on the 

month after rises of 0.3% in both May and June. This has 

dampened hopes that we might see a modest acceleration 

in GDP growth in Q3, with another outturn of 0.3% looking 

likely. As a result of the historical revisions and the July 

services output, we have lowered our 2017 GDP growth 

forecast from 1.7% last month to 1.5%.  

We expect growth to continue at this sluggish pace until well 

into 2018. Then, as the squeeze on household spending 

power begins to ease, there should be some acceleration in 

activity, but it is only when the government’s austerity plan 

comes to an end in 2020 that we see growth getting back to 

2%. The key drivers of the short-term forecast are: 

 Squeeze on household spending power this year but 

easing in 2018: over the past year, CPI inflation has 

accelerated from below 1% to close to 3%, due to the 

impact of rising oil prices and the pass-through of last 

year’s depreciation of sterling. With nominal wage growth 

remaining subdued, consumers are enduring a severe 

squeeze on their spending power. And with inflation set 

to briefly move above 3% over the next few months, the 

pressure on consumers will remain intense. 

Inflation should then cool in 2018 under the impact of an 

expected fall in the oil price and a modest strengthening 

of the pound. But household spending power will remain 

under pressure from the government’s welfare reforms, 

while soft activity is likely to mean that the labour market 

offers little support. And with the savings ratio already 

very low, we see little scope for households to lean 

against these pressures by borrowing more. We expect 

consumer spending growth to slow from 2.9% last year to 

1.5% in 2017 and just 0.8% in 2018. 
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 Uncertainty subduing business investment: sizeable 

revisions to the historical data mean that the financial 

position of the corporate sector now looks less robust 

than we had previously thought. And with Brexit-related 

uncertainty likely to persist, some firms will postpone 

capital spending until the UK’s future trading relationship 

with the EU becomes clearer. So we expect only a very 

gradual recovery in business investment, with capital 

spending growth seen slowing from 2.2% this year to 

1.6% in 2018. Overall investment is set to be a touch 

weaker than business investment this year, growing 

2.1%, but firmer in 2018, expanding by 1.8%. 

 Weaker pound giving a boost to net exports: the 

combination of a weaker pound and a pickup in world 

trade has boosted export demand and we expect net 

trade to lift GDP growth by 0.5% points this year – this 

would be the best performance for six years. But that 

support looks likely to fade moving into 2018, with 

sterling expected to rally further and erode some of the 

recent gains in competitiveness. 

 Tight fiscal stance: the squeeze on welfare spending 

noted above, along with other cuts to current spending 

and tax rises, means that fiscal policy will exert a 

sizeable drag on growth over the next few years. 

Forecasts from the Office for Budget Responsibility imply 

that fiscal tightening will impose a drag of about 0.6% a 

year on GDP growth between 2017/18 and 2019/20. 

However, given that ‘austerity fatigue’ is thought to have 

been one of the key causes of the Conservative Party’s 

disappointing general election performance, the 

government may decide to loosen the purse strings a 

little in the upcoming November Budget. 

MPC set to hike interest rates in November 

The MPC’s rhetoric has turned particularly hawkish of late, 

with the minutes of September’s meeting threatening a rate 

hike “over the coming months.” The MPC’s case centres on 

the very low level of unemployment and the risk that it could 

trigger upward pressures on wage growth and, ultimately, 

inflation. In our view this argument is weak, particularly given 

that there has been no sign of any upward pressure on pay 

thus far. But the rhetoric has been so strong, even from 

previously dovish members, that a rate hike looks almost 

certain. Our forecast assumes a 25bp hike in November, 

followed by a lengthy period of inaction, as it becomes clear 

that underlying inflationary pressures remains weak. 
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 Further Q2 growth surprises in several economies have prompted us to raise 

our world GDP growth forecast for 2017 again, to 2.9% from 2.8% last month 

and 2.6% at the start of the year. Our 2018 forecast is unchanged at 3.0%. 

 Our Q2 estimate for quarterly world growth of 0.9% would be the strongest result 

since the post-global financial crisis rebound in 2010. Although China has been a key 

contributor to the strength in H1, there has also been another engine of growth in the 

form of solid domestic demand in the advanced economies. 

 August’s rise in the global composite PMI to its highest level in two and a half years 

provides some hope that the global recovery will continue and is becoming more self-

sustaining. The summer rise in the global manufacturing PMI points to a renewed 

pick-up in world trade growth after the Q2 lull. In addition, the advanced economies’ 

services PMI has also strengthened and labour market recoveries are continuing, a 

sign that the recent strength of domestic demand will persist.  

 For now, our baseline view remains that there may be some payback in Q3 for the 

exceptional strength of GDP growth in Q2. But the strong surveys imply that the risks 

to our forecast may lie to the upside. 

 We do not expect the further strength of the euro to put a major dent in the Eurozone 

recovery. But we have downgraded our 2018 CPI inflation forecast further in 

response. This should ensure that the ECB takes a ‘steady as she goes’ approach to 

policy normalisation. Similarly, with inflation pressures in the US still fairly muted, we 

also expect a slow pace of tightening there, with no further interest rate hikes by the 

Fed this year and just two in 2018. 

 Among emerging markets, we have made large upward revisions to GDP growth in 

Poland and the Czech Republic, suggesting that the effects of the strengthening 

Eurozone recovery are spreading east. But on the downside, we expect this year’s 

slowdown in India to be larger than previously assumed. 

 

 

The available PMI data for Q3 
suggest that Q2’s strength may 
have been maintained this 
quarter. 

Global PMIs not yet 
showing any sign of 
slowdown in growth 
momentum 



 

Contact: Ben May | bmay@oxfordeconomics.com 

World Economic Prospects Monthly | Overview 

  

Country Change Background
United States GDP growth revised up 0.1pp to 2.2% in 

2017 
Stronger investment and export momentum in Q2 and Q3.

Japan GDP growth revised up from 1.4% to 1.7% 
in 2017 and from 1.3% to 1.6%.

The improvement reflects strong revisions to the historical data and 
upward revisions to household and government spending.

UK Sterling forecast lowered to $1.31 for end-
2017 and $1.34 for end-2018

Recent market movements, less hawkish rhetoric from the MPC and 
greater uncertainty over Brexit suggest sterling’s return to its 
equilibrium rate will take longer.

Netherlands 2017 GDP growth forecast revised from 
2.2% to 3.0%, 2018 lowered from 1.9% to 
1.7%

The 1.5% quarterly rise in GDP in Q2 was much stronger than 
anticipated, and consequently has pushed up our 2017 estimate. 
Base effects have resulted in a reduction in the 2018 figure.

Brazil 2017 GDP forecast raised from 0.4% to 
0.6%

Household consumption finally returned to growth, surging 1.4% q/q in 
Q2, prompting us to lift our 2017 estimate. Investment, on the other 
hand, should continue to subtract from growth.

India 2017 GDP growth lowered from 6.9% to 
6.5%

Revision reflects the weak Q2 GDP figures. However, the breakdown 
suggests that this was largely the result of an external slowdown 
rather than domestic factors such as demonetisation and the GST 
rollout. We have revised down our forecast for export volume growth 
substantially and expect net exports to remain a drag on growth this 
year. 

Russia GDP growth for 2017 revised up from 1.4% 
to 1.8%

Revision triggered by a stronger-than-expected Q2 outturn. 
Meanwhile, we see a shallower pace of rate cuts, with the main 
policy rate falling to 8.25% (instead of 8% previously) due to the 
CBR’s cautious stance.

Czech Republic 2017 GDP growth revised from 3.5% to  
4.6%

Q2 GDP growth  surprised on the upside, registering a 2.3% q/q 
expansion. Increasing labour market tightness, further boosted by 
public sector wage hikes, fuels consumption driven growth, with 
investment also rebounding stronger than expected, and exports 
outpacing imports. 

Poland 2017 GDP growth revised from 3.9% to  
4.3%

Q2 growth came in above expectations, at 1.1% q/q, despite a 
deceleration in high-frequency data. Most of the upside surprise came 
from rebuilding of stocks, suggesting that the uptick may be 
temporary, as investment and exports disappointed. 

Hong Kong
2017 GDP revised up to 3.5% from 3.0%.

Reflects robust domestic demand and solid export growth in Q2.

Source: Oxford Economics

Major forecast changes this month
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Economy unbowed by Brexit so far… 

As the UK invokes article 50 to kick off the negotiations to leave 
the European Union, the economic backdrop is much more 
positive than many feared in the immediate aftermath of the 
referendum. GDP expanded 1.8% last year, only slightly worse 
than 2015’s 2.2% performance. Importantly, activity accelerated 
after the referendum, with GDP expanding 0.7% in Q4 2016. 

The industrial side of the economy—which has lagged far behind 
GDP since the end of the global financial crisis—has also picked 
up since the referendum. The manufacturing PMI has surged to 
2½ year highs, and hard data has also moved into positive 
territory. Nonetheless, we caution against reading too much into 
the strength of survey-based measures like the PMI, because 
recent history has shown that they can overstate the true state of 
manufacturing activity (as in 2014-15). 

One of the factors supporting manufacturing strength is the 
collapse in sterling to near-historic lows against the dollar and 
euro. This has helped buoy exports (up 3.6% from a year earlier 
in Q4 2016), to the disproportionate benefit of manufacturers. 
Thus, manufacturing output expanded 0.7% last year, with a 
particularly strong fourth quarter.  

…but investment has weakened dramatically 

Despite the relative optimism about overall industrial prospects, 
the Achilles heel of the “Brexit boom” is investment. In sharp 
contrast to the overall economy, business investment shrank by 
1.5% last year—the first decline since 2009. Uncertainty about 
trading arrangements with the EU is causing many firms to put 
new investment plans on hold (notwithstanding some high profile 
announcements by automakers). As a result, we expect business 
investment to be flat this year, with a gradual acceleration to 
about 3% growth by 2019. 

Similar dynamics are at play in the construction sector. Activity 
increased by 1.4% last year, but this masks a 0.4% decline in the 
second half. We expect construction activity to mimic the trend for 
business investment: flat next year with a gentle pickup in 
subsequent years. 

Weak oil prices spell more trouble for UK drillers 

Despite hopes for a rebound in prices driven by OPEC’s 
commitment to production cuts, the early part of this year has 
proved to be disappointing for oil producers, with prices falling 
back close to US$50pb in mid-March. The bullish argument for oil 
since late-2016 was built to a large extent on the idea that OPEC 
cuts would help to bring down inventories and push the market 
into deficit, but there is little evidence so far that this is happening.
A strong US supply response even brings some downside risk to 
our central view of a Brent price just above $50pb for 2017 and 
2018. 
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Even though the slight uptick in oil prices relative to 2016 levels 
should improve the cash flow of UK oil producers, the outlook for 
investment remains poor, because unlike in the US, the breakeven 
cost of oil extraction (including imputed capital investment) 
remains well above current prices. We foresee oil investment 
shrinking by double-digit rates in 2017 for the third year running. 

Collapse in sterling will come back to bite 

Even though the weaker pound has provided benefits to UK 
exporters, it is also beginning to be felt in the price of imported 
goods as foreign producers adjust their prices in the UK market to 
maintain margins. Largely for this reason, inflation ticked up to 
2.3% in February, and we expect further acceleration to 3% or 
more by the end of the year. 

This is beginning to take a bite out of household spending power, 
and we expect consumer spending growth—long the motor of 
economic activity—to halve to 1.6% this year. As a result, growth 
in consumer-oriented sectors such as motor vehicles and 
food/beverage/apparel are set to decelerate (though the latter are 
less affected since as staples they are less sensitive to changes in 
income). 

Services will continue to drive overall growth 

The reduction in spending power will also have adverse impacts 
on consumer-facing service sectors such as wholesale and retail 
activity, travel and leisure. But because these have been so 
dynamic in recent years, the deceleration related to rising inflation 
will still allow them to be among the fastest-growing sectors. 

Another support to service-sector growth is the financial and 
business services segment, in which the UK (and more specifically 
greater London) has long had a strong comparative advantage). 
We expect growth here to reach 2%, well ahead of our 
expectations for the economy as a whole. 

Supply chain realignments post-Brexit? 

Our central view of a ‘hard’ Brexit (in which the UK leaves the 
Single Market and is outside the common external tariff could 
mean significant shifts in the location of manufacturing in Europe. 
The resulting trade barriers (as much the time and administrative 
costs as the financial burden of tariffs) may conspire to cause 
migration of the UK elements of integrated supply chains toward 
continental Europe, especially in industries where just-in-time 
delivery of components is critical (such as automotive) and/or 
components cross the channel multiple times before being sold to 
final users (such as aerospace, rail equipment, industrial 
machinery). That is evident in our longer-term industry view, which 
sees manufacturing activity consistently trail the overall economy.
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Productivity Growth: Distribution

Output slows in 2017-18 as earlier Brexit boost fades 

A slowdown in retail sales growth, due to slow-growing disposable 
incomes and a tightening of consumer credit, is forecast to slow 
sector growth to less than 2% in 2018-19, from 3% in early 2017. 
After a relatively strong Q2, annual sales volume growth slowed to 
1.8% in the three months to July from 2.8% in June (on ONS data). 
Although surveys show households seeking to buy cheaper rather 
than axing purchases altogether, volumes in most non-food 
categories have fallen year-on-year since mid-year. August’s CBI 
retail survey showed expectations of a Q3 recovery, but with sales 
still held down by consumer prices outgrowing wages in 2017-18. 

Sector employment growth is set to stall in 2017-19 as distributors 
achieve further productivity growth, via more direct-to-home delivery 
(allowing greater stock centralization) and self-service at point of 
sale. A shift of retailing online will continue to rein-in the growth of 
store space, for groceries as well as slower-moving bigger-ticket 
items. Online retail sales growth, 9.5% in the year to July (on the 
IMRG/CapGemini index), has slowed in step with offline sales, but 
faster-growing European markets have softened the impact for web-
based retailers with international supply arrangements.     

The UK’s decision to leave the EU has raised uncertainty over 
international supply chains, despite assurances that transitional 
arrangements will prevent any immediate disruption to current 
customs-union and single-market arrangements on the formal Brexit 
date in Match 2019. While longer-term deals could preserve current 
streamlining of goods movement across internal and external EU 
borders, these will require further investment in IT and mobile 
communication (matched on the EU side) to avoid border delays.  

While Brexit’s ultimate aim is to redirect trade that might have been 
artificially diverted into the EU, it has given a short-term boost to UK 
goods sales into the single market, mainly via the weaker pound. 
However, Brexit’s intended negative impact on immigration from the 
EU is already tightening labour supply in warehousing and logistics. 
The five-year outlook for output growth remains subdued by risks 
that a ‘hard’ Brexit could temporarily raise import costs and restrain 
income growth, before any boost from reconfigured supply chains.   
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2016 2017 2018 2019 2020 2021

Sector total 5.1 2.3 1.9 1.8 2.2 2.3

Industry output: Distribution
(Annual percent changes)
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Productivity Growth: Transport services

Brexit, budget strains reinforce 2018-19 slowdown 

The strong recovery in transport demand since the GDP recovery 
took hold in 2013 was interrupted by electoral and Brexit 
uncertainties in 2015-16, but output has now returned to a 3%+ 
medium-term growth trend. A drop below trend is forecast in 2018-
19 as a GDP slowdown hits freight and leisure travel demand, while 
investment is affected by public spending restraintYes.  

Rail passenger numbers continue to rise despite another above-
inflation fare increase (3.6% for England and Wales in 2018). This is 
to be met by new capacity, with public funds confirmed in 2017 for 
stage one of the HS2 fast link (London to Birmingham, Manchester 
and Leeds), and Crossrail 2 linking lines north and south of London. 
Upgrades linked to HS2 could potentially halve journey times from 
Birmingham to main northern cities, narrowing the present north-
south speed differential. But government support for electrification of
routes linking cities including Manchester, Leeds, Newcastle and 
Cardiff was withdrawn in July, with new regional administrations 
unlikely to fill the gap.  

Rail’s rising relative cost, and freeze in fuel duty since 2010, has 
ensured continued growth in road use for freight and personal travel. 
Major route upgrades totaling £15bn have been scheduled for 2014-
20, and plans to spend £1bn per year upgrading A roads (with a 
focus on by-passes) were announced in June 2017, as concern over 
the economic and environmental; costs of congestion offset the cost 
pressures that earlier threatened some schemes’ implementation.  

UK-based airlines continue to benefit from world market expansion, 
with acceleration to 7.9% growth in global passenger numbers and 
10.4% in freight volume in 2017H1 (on IATA data). EU passenger 
numbers rose 9% despite a drop in Middle East traffic. Airlines have 
warned of a possible slowdown in 2018 if there is uncertainty over 
access to the EU’s single aviation market after Brexit, some outlining
plans to base more aircraft on the Continent to avoid restrictions. 
Offsetting this, the 2017 election raised pressure for air passenger 
duty cuts that would boost demand. Growth is mainly at risk from 
capacity limits especially if work on Heathrow’s third runway, unlikely 
to start before 2020, is further delayed by environmental objections. 
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2016 2017 2018 2019 2020 2021

Sector total 3.8 2.5 2.4 2.5 3.1 3.5

Industry output: Transport, storage & communications
(Annual percent changes)
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Productivity growth: Food, drink & tobacco

 

Cost pressures loom over the sector 

Domestic food and drink demand continues to remain relatively 
stable across the economic cycle. Despite the rising cost of imports 
due to currency adjustments amidst Brexit negotiations, there is 
scope to substitute towards domestic alternatives, meaning the 
sector is in good stead to withstand the forecasted slowdown in 
household disposable income growth in 2017-19. However, recent 
progress on productivity and export growth is at risk from any 
restriction of access to the EU single market, which absorbs over 
70% of sectoral exports. 

The UK’s food sector currently relies on importing many of its 
ingredients, which has led to a large cost increase as sterling 
weakened following the Brexit vote. In August, overall CPI had risen 
by 2.9% on the year, with a rise of 2.3% in food prices over the 
same period. In particular, the price of fish, fruit and vegetables rose 
sharply after the depreciation, pointing to longer-term opportunities 
for re-expansion of domestic supply, especially if present EU-driven 
regulations are relaxed. To avoid passing the cost on to consumers, 
producers are increasingly turning to “shrinkflation”—reducing the 
size of food packages while holding prices constant—in a bid to 
maintain profitability. 

Labour costs are also set to rise as food producers start to look 
locally, or beyond the EU, for lower-cost and seasonal employees 
who in recent years have come extensively from Eastern Europe. 
Furthermore, uncertainty regarding the outcome of Brexit and 
reliance on cheap labour has led to food manufacturers cutting 
investment over the last year. 

Cost increases are expected to slow progress in narrowing the UK’s 
food and drink trade deficit, especially if Brexit also leads to 
restriction of access to the EU single market. Some manufacturers 
have already announced plans to redirect production growth into 
other EU countries, to keep present markets open. In the first half of 
2017, the trade deficit in food, beverages and tobacco widened by 
10.5% on the same period in 2016. 

Health concerns will keep the industry under regulatory pressure, 
especially over salt and sugar content. A tax on sugar-rich drinks 
(other than fruit juice) is due to start in April 2018, and has already 
(as intended) led some manufacturers to reformulate in order to stay 
in the lower (5 gram per 100ml) tax category. Furthermore, 
additional plans have been announced to cut the calorie count in 
foods popular amongst children, with a timeline to be announced of 
affected foods in early 2018.     

The outlook for sales growth is also subdued by restraints on 
household real income growth to 2020, which may limit the further 
revival of demand for premium products. As of August 2017, the 
volume of retail sales at food stores is growing at a slower rate on 
the year than the value of retail sales at the same stores, suggesting 
the hit to premium products is yet to surface. In the near term, we 
expect this not to be sustained as inflation picks up and disposable 
income growth slackens again. 
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2016 2017 2018 2019 2020 2021

Sector total 1.0 0.3 0.7 1.2 1.2 2.2
  Food 1.9 2.2 0.8 1.0 1.0 2.2
  Beverages 3.3 1.5 1.8 1.8 1.9 2.4
  Tobacco -29.4 -62.8 -31.5 -3.2 -3.5 -2.4

Industry output: Food, beverages & tobacco
(Annual percentage changes unless specified)
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Construction continues to slow amid Brexit 

uncertainty 

The construction sector contracted by 0.9% on the quarter in Q2 as 
measured by the national accounts. The sector continues to struggle 
under the weight of uncertainty created in the aftermath of the Brexit 
vote. Given the long lead times of construction projects, the sector is 
particularly sensitive to swings in investment relative to the rest of 
the economy.  

Adding further woe, construction orders have also begun to contract 
sharply for the first time since the Brexit vote. Q2 witnessed total 
construction orders fall by 11.3% on the year, the first decline in 
orders since mid-2012. This signals that the slowdown in 
construction output will only become more severe over the coming 
quarters. We expect that total construction growth will grow by 1.4% 
this year before decelerating to 0.9% in 2018.  

Over the medium term, the outlook for construction is more positive. 
The primary drivers of construction growth will come from the 
residential and civil engineering sectors. Lack of affordable housing, 
as illustrated by the strength of house price growth, will drive 
demand for new living spaces to be built. We expect residential 
construction will be the most resilient subsector to the effects of 
Brexit. The relatively short lead times of housing building relative to 
other construction projects means that new building won’t be so 
significantly impacted by a rise in uncertainty. Furthermore, the 
fundamental imbalance between supply of housing and demand for 
housing will remain as pressing as ever. Unlike a number of other 
Western European nations, the UK population is expected to grow 
by an additional 5 million people by 2030, creating huge pressure on 
existing housing stocks. 

Beyond the driving factor of new homebuilding, the civil engineering 
sector will underpin construction activity over the medium term. 
Investment in infrastructure has been earmarked for investment over 
the coming decade. There are numerous megaprojects planned 
including, HS2, expansion of London airport capacity, the new 
nuclear plant at Hinkley Point, and in spite of ongoing funding rows, 
the beginning of Crossrail 2’s development. 

Turning to the supply side, Brexit will create additional issues for the 
construction sector. Chiefly is the reduction in skilled construction 
labour that is likely from a tightening of immigration legislation with 
the EU. Given the construction sector is already suffering from skills 
shortages, further impediments could significantly curtail future 
growth in the sector. The latest RICS UK construction survey 
demonstrates these fears growing amongst UK construction firms. In 
the first half of the year, the proportion of employers listing labour 
shortages as a problem has risen from 50% to 55%. 
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2016 2017 2018 2019 2020 2021

Sector total 2.4 1.4 0.9 1.5 2.4 2.5
   Residential building 2.1 1.9 1.1 1.9 2.9 2.6
   Non-residential building 3.1 2.0 1.1 1.2 1.9 2.1
   Civil engineering 1.3 -0.9 0.1 1.1 2.1 3.3

Industry output: Construction
(Annual percent changes)
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Shipments (units) Orders (units)

All 
Counterbalance All Warehouse Class 6 Total

All 
Counterbalance All Warehouse Class 6 Total

Units Units
2006 14761   12953   177   27891   2006 16153   13797   161   30111   
2007 15726   13700   290   29716   2007 16526   14229   408   31163   
2008 15283   13269   229   28781   2008 14417   11988   220   26625   
2009 8414   8417   128   16959   2009 8508   9056   94   17658   
2010 8409   8293   98   16800   2010 10845   10848   188   21881   
2011 12691   12511   185   25387   2011 13048   12938   148   26134   
2012 12665   12316   153   25134   2012 13311   13198   309   26818   
2013 12803   12443   297   25543   2013 13509   13060   316   26885   
2014 13489   13877   279   27645   2014 14401   15340   312   30053   
2015 15120   16225   298   31643   2015 16739   16961   311   34011   
2016 15239   15121   201   30561   2016 16149   18179   196   34524   
2017 15716   17873   212   33801   2017 16818   18808   236   35861   
2018 15985   17071   222   33279   2018 17099   18685   243   36027   
2019 16614   16922   237   33773   2019 17877   18582   267   36726   

% changes on previous year % changes on previous year
2006 -6.2     12.3     35.9     2.0     2006 -9.6     3.7     44.2     -3.3     
2007 6.5     5.8     63.8     6.5     2007 2.3     3.1     153.4     3.5     
2008 -2.8     -3.1     -21.0     -3.1     2008 -12.8     -15.7     -46.1     -14.6     
2009 -44.9     -36.6     -44.1     -41.1     2009 -41.0     -24.5     -57.3     -33.7     
2010 -0.1     -1.5     -23.4     -0.9     2010 27.5     19.8     100.0     23.9     
2011 50.9     50.9     88.8     51.1     2011 20.3     19.3     -21.3     19.4     
2012 -0.2     -1.6     -17.3     -1.0     2012 2.0     2.0     108.8     2.6     
2013 1.1     1.0     94.1     1.6     2013 1.5     -1.0     2.3     0.2     
2014 5.4     11.5     -6.1     8.2     2014 6.6     17.5     -1.3     11.8     
2015 12.1     16.9     6.8     14.5     2015 16.2     10.6     -0.3     13.2     
2016 0.8     -6.8     -32.6     -3.4     2016 -3.5     7.2     -37.0     1.5     
2017 3.1     18.2     5.4     10.6     2017 4.1     3.5     20.3     3.9     
2018 1.7     -4.5     4.7     -1.5     2018 1.7     -0.7     3.1     0.5     
2019 3.9     -0.9     7.1     1.5     2019 4.5     -0.6     10.0     1.9     

 

Data up to and including August 2017 
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 BITA’s Biannual Survey of UK Fork Lift Truck Prospects 
 
Please mark your answers with an “X” & return to James.Clark@bita.org.uk by 25th 
September. 
 
Q1: How do you view the general prospects for the UK Fork Lift Truck market over the coming twelve months 
compared to the last twelve months? 
 
 Less optimistic  Same  More optimistic 

    
 
Q2: How do you view your firm’s sales in the UK Fork Lift Truck market over the coming twelve months 
compared to the last twelve months? 
 
 Fall significantly*  Fall modestly  Remain unchanged 

 
 Rise modestly  Rise significantly*  * i.e. by more than 10% 

 
 
Q3: How would you describe your current order position? 
 
 Significantly below normal  Modestly below normal  Normal 

 
 Modestly better than normal  Significantly better than normal   

 
 
Q4 How would you describe the size of your average order over the past six months? 
 
 Significantly below normal**  Modestly below normal  Normal 

 
 Modestly better than normal  Significantly better than normal   

 
Q5: Over the coming twelve months, how do you expect your fork lift truck prices to change relative to the last 
twelve months? 
 
 Fall significantly**  Fall modestly  Remain unchanged 

 
 Rise modestly  Rise significantly**  ** i.e. by more than 5% 

 
Q6: To which customer sector do you expect sales over the coming twelve months to increase fastest compared 
to the last twelve months? 
 
 Retail & wholesale firms  Food, beverage & 

tobacco firms 
 Transport & 

storage firms   

 Other manufacturing firms  Waste & recycling firms  Building materials’ 
firms   

 Firms in other sectors (please specify) 

 
Q7: What do you think is most important to your customers (please rank with 1 most important)? 
 
 A competitive price  A tailored, quality     

product 
 Service elements such as 

bespoke training, 
maintenance 

  

    

 Provision of purchase finance  Fleet management  Other (please specify) 
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Q8: What do you feel will be the most important constraint on your profitability over the next twelve months 
(please rank with 1 most important)? 
 
 Weak customer demand  Higher costs  Tight lease-finance 

conditions   

 Inability to fulfil orders  Obsessive pursuit of 
market share 

 Other (please specify) 

  
 
Q9: Are your customers increasingly substituting electric for diesel engine trucks? 
 
 Significant substitution  Modest substitution  No substitution 

 
 
Q10: Are there any issues of concern to you (such as environmental, regulatory or fiscal issues) which you think 
BITA should be addressing? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Q11: Do you have any other comments to make about the UK Fork Lift Truck market and its prospects? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Thank-you for your co-operation! 
 

The results of this survey will be released with the Autumn report. Please contact 
James.Clark@bita.org.uk for details. 
 

 


