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Executive summary 
This is a report consist of political, the economic, the sociocultural, the technological, the environmental, and legal side which effects the UK and the economy. Other topics which are included in this report are interest rates, inflation rates, what inflation and bonds are, inflation and hedges are, what balance of payments are, the monetary policy and also the role of central banks in the UK and general economic data about the UK and end with a conclusion of the UK and the global financial markets. 


























Introduction 
Basic information about the UK 
The role of central banks in UK:
The central bank in UK is called the Bank of England there lot of responsibilities which the bank of England has for example the bank of England sets interest rate, also issues currencies, the monetary policy which they oversee and lastly they act as the UK governments bank and lender of last resort. 
In the bank of England interest rate policy is set by the BOE monetary policy committee which has 9 members. Due to Brexit the BOE and MPC are in charge of developing plans to deal with the economic fallout which is currently going on, potential developments include inflationary pressure due to the pound sterling weakening which may require interest rate cuts.  
Balance of payments this are transactions which the UK make with companies, government bodies, individuals these are transactions which are to do with imports and exports of services, capital and goods.  A trade deficit can be negative if the UK are importing more and exporting in order to encourage invest in the UK the economy needs balance in order for growth. 
Below is the balance of payments in the UK.
[image: ]

Inflation and stocks in UK 
There many impacts from inflation on equity an example being if portfolio of share are like 5% annual return and inflation is 2% so the return would be 3% which would mean investors power would be less significant, this affect dividend payments value and also capital growth. Impacts on stock can also be effected by inflation even if it’s expected, if inflation is high or uncertain market volatility may be higher.  In commodity markets which is to do with buying and selling and trading raw and primary products, this market can give insight into of what directions inflation will go so helps investors mitigate. If there periods of high inflation the performances levels from value stocks are better however if there is deflation growth stock perform better. Speaking on a whole companies with pricing power generally perform better in an inflationary environment.
Inflation and bonds
Inflation can reduce interest payments and bonds principle reason being bank of England raise interest rates in order to control rising inflation this will mean the bond prices will be lower and it becomes less value to the investor who owns it, this is due to higher interest rates. 
Inflation hedges 
These types of bond usually move in opposite direction they basically act as hedges to inflation these are assets such as natural gas, land, oil and gold which are seen as wealth which are inversely correlated into bonds and equities. Another which can act as a hedge is property as in if inflation rises owners can rise rent however if interest rates raise as well this will make mortgage rates go up which will reduce capital gains. 













Main findings 
Pestle analysis 
Pestle analysis acronym which stands for political, economic, sociocultural, technological, environmental, and legal. There are many reasons why PESTLE analysis is important and is widely used in order to understand and help show a larger picture of the external environment, it is important to understand the macro-environment in order to do business for example expanding into a different country.
Political 
Political is to do with the government the government has a big impact as they are in charge of the laws and how the country is run, so looking at how stable the political environment is in the UK. 
The UK was one of the most politically stable country in the world with having majority governments on regular basis which is an important as businesses and people know which direction a government and country will be going. However the UK stability is not in great at the moment and is very weak according the global economy rankings as the latest data show the UK are 75th in the world which is very low and weak for a country which is a more economic developed country. Furthermore this will have a massive impact on the international trade and economy as there is no stability in the UK businesses and investors are less likely to invest in the markets and country.
From the table below shows the stability of the UK:
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The table shows the political stability of the UK from 1996 to 2016 there has been a massive drop since 1996 with a lot of political uncertainty having a referendum and two general elections in the space of two years has left a lot of uncertainty which has made the united kingdom unpredictable for allies and itself. Due to the United Kingdom leaving the European Union it has had a massive impact on the economy and the political side of things. For example losing the use of the single market, exporting goods the UK export 50% of their exports to European countries, tariffs will be high for trading in the EU for the UK, the pound sterling has also dropped since leaving the European union this will have a massive impact on the UK as the pound sterling was strong so importing goods the UK was getting more for their money. 
What are local taxation policies and how they affect businesses?
There many taxation policies which effect businesses such as corporate tax and value added tax (VAT). VAT is a consumption tax in the UK determining the value which is added to the goods and services at different stages of distribution or production. 
There are three main stages of VAT which effect businesses:
VAT registration which is basically when a business has a turnover of £85,000 in a 12 month period and also register if goods which are from suppliers who VAT- registered in the European Union. 
Charging VAT is another stage which effect businesses there is an obligation which allows you to add VAT to goods and services which are taxable. VAT number may be displayed on invoices and receipts.
VAT returns is another which can effect businesses, when a business is VAT registered businesses will need to do a VAT return which is every three months, this is when purchases and sales are recorded and also VAT which is owed and what can be reclaimed.   
Is the government involved in trading agreements such as the EU, the North America free trade agreement (NAFTA), or association of Southeast Asian nations (ASEAN)?
The government was involved with the European Union until there was a referendum which the British public voted to leave the EU. From doing so this has had a huge effect on the pound sterling lowest it has dropped for 31 years which had huge effect on banks, stock markets and importing and exporting of goods. Tariffs will be extremely high due to UK voting to opt out of the European Union reason being is that it will stop other countries from doing the same, loss of the single market is a huge blow and travelling to Europe will require visa which will make things a lot more time consuming for the UK. Foreign investors are less likely to invest as the country is not political and economically stable.
As Brexit is being finalised there aren’t really any other trading agreements made by the UK government as of yet. But last year Teresa May the UK prime minister failed to make a deal with the European Union and one of the suggest was made was joining NAFTA which is the North America Free Trade Agreement which consists of three countries America, Canada, and Mexico. However this trading didn’t live up to what it was designated to do for example Mexico there are nearly two million Mexican farmers which lost their job and livelihood due to NAFTA and the subsidised industrial agriculture in US and the heavy competition, furthermore the manufacturing sector in Mexico was badly paid which collapsed the minimum wage. So making a deal with NAFTA is a very outrageous decision by the government. 
ASEAN is an acronym for association of Southeast Asian Nations which was founded and set up in 1967 in Bangkok by Indonesia, Thailand, Philippines, Singapore and Malaysia, other countries joined since these are Vietnam, Brunei, Laos, Myanmar and Cambodia. The ASEAN formed to promote economic, political and security cooperation amongst each other. However the UK are not part of that trading deal, although this could be positive for ASEAN if UK become allies as it will allow more opportunity to for international trading with other countries. 
What are the UK foreign trade regulations?
UK foreign trade regulations are set for huge changes reason being is because of Brexit as negotiation are still going with the European Union on this is a chance for UK to build a stronger, more prosperous and fairer UK which is more open and outward this is a once in a lifetime opportunity. Free and fair trade is important and also the UK trade with the world is over half the UK gross domestic product but prosperity of the UK and world economy is essential as it ensure the people of UK can access a lot wider range of goods and services at lower costs, this will make household incomes go further even for the poorest society and also this will to higher wages from fair trade. 

Economic
Economics is to do with how the market process works it’s a way in which explains how wealth is created. 

What are the current and forecast interest rates?
In the diagram below shows the current interest rates for the UK which is 0.75 percentage.
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The forecasted interest rates by the end of the year for the UK 1.25 percent in the long term its forecasted to be 2.00 percent by 2020. The reason why interest rates are important is that nowadays modern economy is linked with interest rates and the importance of the financial market. Interest rates have big effect on spending, so if interest rates are high it will cost more for loans so interest rates have effect on consumers and their spending. The level the interest rates are at now is to encourage UK to spend and invest because if consumers start to spend less the demand for products and services do down meaning the central bank of England have less control on inflation.
[image: ]Below is a diagram which shows the current levels of inflation in the UK:

Inflation rates is to do with the increase of prices for goods and services, there are different measurement of inflation which are in uses the most significant ones are Retail Prices Index (RPI) and Consumer Prices Index (CPI). From this data it plays a big part in how government and businesses operate and also setting economic policy. Furthermore from inflation rates the bank of England set interest rates for example if the monetary policy committee think consumer price index will be 2 percent or above for next two years the bank of England may increase the interest rates in order deject it. 
There many affect which come with inflation and the growth of the market, inflation can affect financial markets and the economy for example inflation is the increase or decrease of rates across the economy it has an effect on all aspects from businesses to the cost of living, so if prices are high it will difficult for consumers to spend if their earnings are not in line with inflation. So if businesses and companies have to increase wages this will mean profits will be lower which will have an effect share prices.
Below is a table from the national statistic of the local employment levels per capita:
	UK regions

	 
	Employment rate1 (%) aged 16 to 64 years
	Change on November 2017 to January 2018
	Unemployment rate2 (%) aged 16 years and over
	Change on November 2017 to January 2018
	Inactivity rate3 (%) aged 16 to 64 years
	Change on November 2017 to January 2018

	UK 
	75.6
	0.3
	4.2
	-0.1
	21.0
	-0.2

	Great Britain
	75.8
	0.3
	4.2
	-0.1
	20.8
	-0.2

	England
	76.0
	0.3
	4.2
	-0.1
	20.6
	-0.2

	     North East
	73.2
	1.3
	4.6
	-0.7
	23.3
	-0.7

	     North West 
	73.5
	-0.5
	4.1
	0.0
	23.3
	0.5

	     Yorkshire and The Humber
	74.2
	0.2
	4.4
	-0.6
	22.3
	0.3

	     East Midlands
	75.7
	0.7
	4.0
	-0.1
	21.0
	-0.6

	     West Midlands
	74.0
	1.4
	5.1
	0.1
	21.9
	-1.5

	     East
	78.6
	0.7
	3.6
	-0.5
	18.4
	-0.2

	     London
	74.8
	0.0
	5.2
	0.2
	21.1
	-0.2

	     South East
	78.9
	-0.2
	3.4
	0.1
	18.2
	0.2

	     South West
	79.4
	0.1
	3.3
	-0.4
	17.8
	0.3

	Wales
	73.3
	0.8
	4.4
	-0.5
	23.2
	-0.4

	Scotland
	75.2
	0.4
	4.3
	0.0
	21.4
	-0.5

	Northern Ireland 
	69.7
	-0.2
	3.3
	0.2
	27.9
	0.0



This table show the local employment levels people aged 16 over are either employed, unemployed or in active. There has been a slight fall in employment for the first time since Brexit however employment levels have been increasing which is a good sign but with the current economic state in the UK the employment numbers may increase or decrease due to Brexit. 
[image: ]Below is the gross domestic product per capita:
 
This table shows the previous and current gross domestic product per capita this is calculated by dividing the country’s gross domestic product, adjusted by inflation, by the total population. 
The long term prospects for the UK for the economy is uncertain due to Brexit so the UK economy will only have limited benefits from the global upswing in growth. The likely growth of the economy in UK is 1.4 percent however with Brexit negotiations going terrible wrong it is uncertain how consumers are going to spend in the UK and may have a negative impact on the economy and have a decline in investors in the UK due to the political instability. 
What are the current exchange rates between critical markets, and how will they affect production and distribution of goods in UK?
[image: ]Below are the current exchange rates in the UK:


Since Brexit the pound sterling has drop significantly for the first time in nearly 30 years, this has obviously had an negative effect on the economy because one value the UK had was that when trading with other European countries the UK could get imports due to the pound sterling being strong however since the Brexit the pound sterling has dropped a huge amount which will have effect on critical markets too and exchange rates aren’t going to be the best as the UK will get less for their more in most countries this is one the reasons which effecting distribution of goods and productions. However exchanging money from other currencies to pound sterling tourist will get more money which could help the UK economy.   
Sociocultural 
Sociocultural is basically the different trends in the country, the demographics, education, levels of income, the age, gender and religions of certain places in the country. 
The UK is a very diverse country has many different cultures, religion, and people from all over the world live here. 
[image: ]What are the country current demographics and how they changing?

The above figure shows the estimated population of the UK, from the figure it shows there are more births then death which means the UK are an aging population so one of the problem which has occurred is there aren’t enough people in work to pay tax in order to pay for OAP pensions, so the government has extended the retirement age in order to tackle the problem which still hasn’t helped. Also from this migration is pretty high per year which could have a positive and negative effect on the UK economy, for example getting immigrants with high level skills can make a positive effect on the economy as they can be doctors and nurses but having said that there also negative effects on the economy due to immigrants for example people who come here on student visa and visits work cash in hand and the money is not being accounted which affects British citizen as immigrants are getting hired illegally to work and they send the money back to their countries and also immigrants stay longer than their due date.    
What are dominant local religions, and what influence do they have on consumer attitudes and opinions?
[image: ]
This table shows the different religion which are followed by the people in the UK.
From this it shows there a lot of Christians, lot of people who are not following any religion and lastly a lot of Islam followers. From this data there will be a lot of different products and services needed for these people, for example Muslims need halal meat and different clothing which is mainly done in other Muslims countries so importing these goods for the consumer needs is essential as there is a market there for that.  
What is the level of consumerism:
[image: ]
Above is data from the national statistics website about what the UK consume, from this data it shows the last quarter housing, food, health household goods & services are on the up however clothing, transport, alcohol and tobacco and hotel and restaurants are declining. This shows that the people are consuming more essential things and products and services and the consumers in the UK are spending less on desirable products and services and also doing less privileged things such as going out for food in restaurants, this may be due to the level uncertainty in the country due to Brexit so people are saving money for the worst.  
What are the pending legalisations could affect corporate social policies? 
There right which were put in place in the UK which allow parents in the UK to share leave, the leave is up to 50 weeks and 37 week of the leave is paid for shared if they meet eligibility criteria, this has effect many employers as it is complexity which businesses are facing. Parents can leave at same time or even different times this was only eligible for mothers only paid leave.
Technological
The technology in the UK is very for example supermarket have self- service in store and places like costa have new technologies which practically makes the coffee for you, these are great from a business point of view for CEO as they make more profit and cost effective reason being as technology advances there will be less people employed as they aren’t needed which will have effect on the economy due to people being out of jobs and end up claiming benefits. 
How mature is the technology in the UK?
The technology in the UK is very mature and innovative and has a big attraction and also helping the economy reason being is that the UK was voted the third in the world for the most innovative, promising, disruption and technology breakthrough market after china and US this according to the KPMGs 2018 global technology innovation report. Venture capital investment was up $4billion which is double from 2016 and at a record level so this is very promising for the UK economy. 
Environmental
Environment is all about sustainability and looking after the environment without harming it, there certain rules which are put in place which businesses have to following in the UK. For example car manufacturing companies will have to create vehicles which is only release a certain amount of carbon emissions in order to reduce pollution and keep the air clean. 
There different activist groups which affect businesses, corporations and government for example Greenpeace this is an organisation which expose, investigate and confront environmental abuse. There have been many campaigns against big corporate companies and business such as Lego and shell due to their partnership and the oil also Volkswagen they targeted and exposed a campaign about their co2 emission and them not following the laws and regulations in Europe. 
Regulations regarding waste and disposal business pay money to organisation like Biffa to take their waste to landfill sites. In place like Wales, Swansea council take black bags every fortnight and only allowed three black bags, instead have given food waste bags, garden waste bags, general recycling bags, and bags for plastic in order to cut down on waste and be more eco-friendly. 
Legal 
In the UK there different laws to prevent monopoly, reason being businesses need to have competition and there can’t be just one dominate force in most sectors there needs to be choice for consumers. Due to this the UK government has put in a law which stop this from happening if it is breached then businesses have 10% of turnovers taken away from them and directors can be removed for up to fifteen years. The law which is put in place is the competition act 1998 this is an anti-competitive agreement which is designed to stop monopoly and having one dominate force, it consists of agreeing price rises with your competitors, agreeing with competitors that you are going to bid for a contract, can’t charge different prices for the same supply to customers and agree in limiting production in order to reduce competition.  
Conclusion 
To conclude the this report the UK is political very unstable which is due to Brexit which has resulted in financial instability and due to the openness financially in the UK this will have damaging effects on the macroeconomic environment. Brexit has heavily damage the economy and businesses due to tariff and trading negotiation and the complications big corporates companies will find it easier if they relocate somewhere else. Citigroup, Morgan Stanley, Daiwa, Sumitomo Mitsui Financial Group and Nomura have announced they will be relocating. Technology the UK is the one of the tech capitals and the attractiveness from investors has declined due to Brexit as UK based tech companies will be unable to service continental European clients. Moreover the car industry it will cost $4.5 billion in tariffs if trade deals are not put in place and it may collapse completely in the UK beyond repair. Construction and manufacturing industry is soon to collapse just like the car industry the reason being is that if UK lose the single market this will mean 200,000 construction jobs will be lost and lose infrastructure projects which is worth in the billions and European union construction workers are already leaving the UK for job elsewhere. Due to the pound sterling shrinking to the dollar food and drink companies have had to make changes to their products this is known as shrinkflation, companies like McVitie has reduce portions and kept the same price. Furthermore the pharmaceutical industry will be affected to as investor won’t invest in the country in research for new drugs and since Brexit the European union given the Netherlands the right in hosting the European medicine agency which was based in London. Overall the UK is under huge pressure in order to the country around and revolutionising it due to Brexit it has effect everything from the bottom to the top and there are set to be a lot of bumpy years in order to get the UK economy back booming and be a major player in the world. Setting new trade deals will be start and joining an trade organisation in order to help the economy growth is important this will make the UK more attractive to investors and if tariffs are sorted then more businesses may open back up and encourage spending again.
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