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Cold chill to blast UK high street this Christmas as spending set
to be down on 2016 levels
Headline findings:

 Household expenditure set to fall -0.1% on the year during crucial Christmas shopping period
 Declining real wages and tepid economic growth to weigh on spend
 Fall in spend at end of 2017 rounds off challenging year
 E-commerce to take record share of Christmas spending in 2017
 Christmas ‘getaways’, ‘big-ticket’ items and clothing all set to record lower sales
Reflective of a challenging economic environment, characterised
by falling real wages, tepid economic growth and ongoing
uncertainty, UK consumer spending during the crucial 2017
festive period is expected to be lower in real terms when
compared to the same period of 2016.
Utilising the closely watched Visa UK Consumer Spending Index
(CSI) – which provides a uniquely comprehensive and timely
indication of real changes in domestic consumption trends –
we are forecasting a decline in household spending of -0.1%
on the year during November and December.
This downbeat assessment in part reflects ‘base effects’ – 2016
recorded the strongest ever recorded volumes of festive period
household spending – and with this in mind, expenditure in
the final two months of the year should be viewed as solid,
but nonetheless disappointing given the inability of household
purchasing to build on levels seen a year ago.
The expected subdued performance in the final weeks of 2017
is in principal a product of the current economic environment
currently characterising the UK.
Economic output has been undermined by Brexit uncertainty,

whilst the past depreciation of sterling continues to feed
through to rising consumer prices, leading to a further squeeze
on household disposable income.
These factors have led to a period of belt-tightening amongst
consumers in recent months, as evidenced by the UK CSI
which has shown year-on-year spending levels recently falling
into negative territory.
For 2017 as a whole, the CSI has indicated broadly no change
in consumption – which would be the weakest performance for
household spending since 2013.
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E-commerce and Face-to-Face Spend
In line with recent trends, we anticipate a contrast in spending
activity by channel type during the Christmas period.
On the one hand, growth is again forecast to be recorded for
online sales which we expect to rise by 3.6% compared to the
same period a year earlier. The rate of growth is, however,
notably slower than 2016’s +8.9% and is the weakest seen
since 2013.
Conversely, we expect the high street to again experience a
challenging festive period. Face-to-face spending is forecast to
be down -2.1% on the year during the December/November
period, the third year that consumption on this measure has
fallen and the biggest contraction recorded since 2012.
With online sales continuing to increase, the total share of
spending related to online purchases continues the upward
trend that has been apparent in recent years. We anticipate
close to £2 in every £5 to be spent online during November/
December.
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Spending by Sector
Spending by broad category also reveals some anticipated
divergence in performance over the final two months of 2017.
We expect the Transport & Communication sector to record
a notable reduction in consumption (-4.5%), which is linked
to lower buying activity in the new car market plus reduced
spend related to Christmas ‘getaways’ (this category includes
air fares for instance).
In contrast, we anticipate greater volumes of activity within
the domestic Hotels & Restaurants industry as UK households,
encouraged by the weakness of sterling, are more likely to
celebrate the Christmas and New Year activities closer to
home. Growth in this category is expected to be +3.4%,

although that would be the lowest rate of increase since a
decline of -0.7% in 2010.
Elsewhere, Clothing & Footwear sales are expected to be down
slightly (-0.5%), whilst Household Goods are also anticipated
to be lower (-1.0%).
In contrast, some marginal growth is anticipated in the
Recreation & Culture category (+0.9%), although that is well
down on 2016’s +7.9% and the weakest rise since 2012 as
consumers are expected to restrict their purchases of nonessential items.
Finally, the Food & Drink sector is set to record a flat Christmas
and therefore snap a three-year period of expansion.
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About Visa’s UK Consumer Spending Index
Utilising Visa’s unique position at the heart of the payments ecosystem –
with £1 in every £3 spent in the UK on a Visa card – Visa’s UK Consumer
Spending Index is designed to provide a monthly assessment of underlying
consumer spend patterns in the UK economy. The Index is based on data
for all Visa debit, credit and prepaid cards held by UK cardholders, with a
number of adjustments made to ensure an accurate indication of consumer
spending trends is provided.
First, the data are cleaned to remove any spending on items that are not
ordinarily classified as consumer expenditure (such as spending on savings
products or taxes). Moreover, refunds and cashback are also accounted
for at this stage. Second, the data are deflated by changes in the number
of active Visa cards in order to account for the expansion of Visa’s card
operations, particularly on the debit side. Thirdly, an adjustment is made
to offset changing consumer preferences for card usage. This is based on
an assessment of the trends in cash withdrawals and point-of-sale (POS)
transactions on Visa cards. Fourthly, to account for inflation, the data are
deflated by changes in the consumer price index to provide an indicator
of real changes in household spending. Finally, the headline data are
seasonally and trading day adjusted.

We operate one of the world’s most advanced processing networks —
VisaNet — that is capable of handling more than 65,000 transaction
messages a second, with fraud protection for consumers and assured
payment for merchants. Visa is not a bank and does not issue cards, extend
credit or set rates and fees for consumers. Visa’s innovations, however,
enable its financial institution customers to offer consumers more choices:
pay now with debit, pay ahead with prepaid or pay later with credit products.
For more information, visit our website (www.visaeurope.com), the Visa
Vision blog (www.vision.visaeurope.com), and @VisainEurope
IHS Markit (Nasdaq: INFO) is a world leader in
critical information, analytics and expertise to
forge solutions for the major industries and markets
that drive economies worldwide. The company delivers next-generation
information, analytics and solutions to customers in business, finance and
government, improving their operational efficiency and providing deep
insights that lead to well-informed, confident decisions. IHS Markit has more
than 50,000 key business and government customers, including 85 percent
of the Fortune Global 500 and the world’s leading financial institutions.
Headquartered in London, IHS Markit is committed to sustainable, profitable
growth.
IHS Markit is a registered trademark of IHS Markit Ltd. All other company and
product names may be trademarks of their respective owners © 2017 IHS
Markit Ltd. All rights reserved. e-mail: economics@ihsmarkit.com
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