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2013 in Review
2013 marked tipping points and important events across many industries and economies. Our predictions may
form a medium term picture of what the world may look like, but many of these themes follow through into the
long term. They also form the basis for what we think the year may look like in 2014.

We’ve taken a look back at some of the things we got right (and wrong – yes, we do admit when we didn’t make
the right call) last year, explaining what happened.

We predicted…. In reality…

In 2013, world GDP in real terms is

projected to be around 10% above its

pre-recession peak in 2008.

 The latest estimate (IMF WEO) is that world GDP (MER) will

be 10.1% above its 2008 peak in real terms.

The US will return to near trend

levels of growth, after narrowly

avoiding falling off the fiscal cliff.

× Too optimistic - Our latest projection for US growth in 2013 is

1.7%. Average real growth rate since 1980 is 2.7% (IMF). So,

given the budget shutdown, it did in fact fall some way down

the cliff.

2013 will be the first time n ince

reliable records began when

emerging and developing economies

will be bigger than the advanced

economies.

 Based on latest IMF estimates, emerging markets are projected

to be 50.4% of global GDP in 2013.

There will be a risk of a retreat to

trade protectionism by developed

economies as Southern economies’

trading power increases.

× Whilst there was continued discussion on the topic, there were

no significant moves to increased protectionism by developed

economies in response to improved trading power of Southern

economies.

Unstable and erratic commodity

prices are set to continue for 2013.

 Gold in particular has been volatile. The range of gold prices so

far this year has been $1,690 to $1,214, with standard deviation

of $140. However, oil prices have been relatively stable with

range of $97-$119, and standard deviation of $4.82 (the lowest

since 2008).

UK Inflation will remain above its 2%
target in 2013, but interest rates will
be kept on hold.

 The latest UK inflation rate is 2% (Dec 2013) with annual
average rate likely to be around 2.6% for 2013 as a whole.
Despite being above the inflation target, there has been no
change in base interest rates.

Lord Heseltine’s proposal to
decentralise close to £50bn away
from Whitehall to the English
cities/regions to stimulate economic
regeneration will have been analysed
and we will have a clearer
understanding of just how far
Westminster/Whitehall is prepared
to go in devolving spending to the

 In June 2013, the Chancellor announced that the English
regions (cities and LEPs) could bid to the Single Local Growth
Fund. The total value of that fund is much smaller (£2bn p.a.)
than the scale of funding envisaged in Heseltine’s report.
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English regions.

The UK customer funding gap will be
eliminated.

 The funding position of banks improved considerably through
the year and the chase for deposits has waned. Savers have
suffered another year of low interest rates.

Peer-to-peer lending will continue its
exponential growth.

 A recent benchmarking survey1 reveals that the UK peer-to-
peer lending grew by 226% from 2012 (£127m) to 2013
(£287m). Peer–to–peer lending and peer–to–business lending
models together funded £480m in 2013. The peer–to–
business lending sector is more than doubling each year and
the UK is leading the way in this method of financing. It will
get a further credibility boost when the FCA formally starts
regulating the sector in 2014.

Institutional Failure becomes
increasingly prevalent in the UK
health sector.

 As of September 2013, 16% of the 147 NHS foundation trusts
have a governance risk rating of “red” and a further 11% are
“under review”. 38 foundation trusts reported deficits in the
quarter leading to September, totalling £117 million.

However, increased scrutiny in reporting and transparency
may have led a misconception that NHS hospitals appear to be
getting worse, when in fact more efforts is being put into
finding the issues and publicising them.

2013 will mark thestart of a process
to build the UKs first nuclear power
plant in a generation.

 Throughout 2013, EDF has been in negotiations with the
Department of Energy and Climate Change and other
government agencies on the Hinkley Point nuclear plant. On 21
October 2013, the government announced that it had approved
subsidized feed-in prices for the electricity production of
Hinkley Point with the plant scheduled to be completed in
2023 and remain operational for 60 years.

The project is part of the UK's plans to implement a fifty per
cent cut in greenhouse gas emissions by the mid-2020s, which
provide for building this and several other nuclear power.

Some airlines will struggle with weak

demand and increasing tax burdens.

× Miss - IATA is reporting that profitability has improved in

almost all regions in 2013 but profitability in Europe is lagging

North America, Asia Pacific and other regions with the

exception of Africa. Consolidation is a big driver in the US with

American and US Airways merging to create the world’s

biggest airline in December 2013

The majority of UK homes will have a
tablet by the end of 2013.

× Miss - the Yougov Tablet Track study estimates that 29% of the
UK adult population have access to a tablet at home, with 17.4
million devices in UK households as of Nov 2013.

This figure is estimated to be boosted to more than 20m tablets
after the Christmas period with growth coming from both new

1 http://www.nesta.org.uk/sites/default/files/rise-future-finance.pdf
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users as well as current owners looking to get another device.
However, we expect household tablet ownership to breach the
50% mark only in 2014.

There will be a renewed focus on

investing in women and girls in

international aid.

 Girls' education became an important theme of 2013. Malala's

campaign took centre stage at the UN and dominated

international media, and the DFID Secretary of State dedicated

a keynote speech to girls' education early in the year.
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[Appendix header title 1]

This report has been prepared for and only for [name of client] in accordance with the terms
of our engagement letter dated [date] and for no other purpose. We do not accept or assume
any liability or duty of care for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in
writing.

Include the following for public sector reports:
In the event that, pursuant to a request which [insert client’s name] has received under the
Freedom of Information Act 2000 or the Environmental Information Regulations 2004 [
Freedom of Information (Scotland) Act 2002 or the Environmental Information (Scotland)
Regulations 2004] (as the same may be amended or re-enacted from time to time) or any
subordinate legislation made thereunder (collectively, the “Legislation”), [insert client’s name]
is required to disclose any information contained in this [proposal/report], it will notify PwC UK
promptly and will consult with PwC UK prior to disclosing such [proposal/report]. [Insert
client’s name] agrees to pay due regard to any representations which PwC UK may make in
connection with such disclosure and to apply any relevant exemptions which may exist under
the Legislation to such [proposal/report]. If, following consultation with PwC UK, [insert
client’s name] discloses this [proposal/report] or any part thereof, it shall ensure that any
disclaimer which PwC UK has included or may subsequently wish to include in the
information is reproduced in full in any copies disclosed.

© 2011 PricewaterhouseCoopers LLP. All rights reserved. In this document, "PwC" refers to
PricewaterhouseCoopers LLP (a limited liability partnership in the United Kingdom), which is
a member firm of PricewaterhouseCoopers International Limited, each member firm of which
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PwC refers to the United Kingdom member firm, and may sometimes refer to the PwC
network. Each member firm is a separate legal entity. Please see www.pwc.com/structure for
further details.

This content is for general information purposes only, and should not be used as a substitute
for consultation with professional advisors.

PwC United Kingdom helps organizations and individuals create the value they’re looking for.
We’re a member of the PwC network of firms in 158 countries with more than 180,000
people. We’re committed to delivering quality in assurance, tax and advisory services. Tell us
what matters to you and find out more by visiting us at www.pwc.com/uk


