GLAECONOMICS
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UK GDP shrinks in
October

By Jubair Ahmed, Economist, Gordon Douglass, Supervisory
Economist, and Sixia Zhang, Economist

Data published this month by the Office for
National Statistics (ONS) showed that the UK
economy contracted in October. Output fell
by 0.1% in the three months to October 2025
after growing by 0.1% in the three months to
September (Figure 1). This was the first fall in
three-monthly GDP since December 2023.

On a monthly basis GDP also fell by 0.1% after falling by 0.1% in

September and not growing in August. This compares to an expectation
of 0.1% growth from polled economists. Looking at the three-monthly

data in more detail the ONS observes that the services sector, an
important sector for London, didn’t grow in the three months to
October 2025. Also, both the production and construction sectors
shrunk over the three months by 0.5% and 0.3% respectively. Still,
compared to October 2024, GDP is estimated to be 1.1% higher in
October 2025.

UK inflation slows further in November as the

Bank reduces interest rates

The ONS also published data on November’s Consumer Price Index

(CPD) inflation this month. This showed that CPI inflation slowed
to 3.2% in the 12 months to November 2025; down from 3.6% in

October (Figure 2). This was lower than anticipated by most surveyed

economists who had expected it to decline to just 3.5%. Inflation
however continues to remain above the Bank of England’s central
symmetrical target of 2% £1%.

The OECD forecasts modest UK
growth, but highlights three key
structural barriers
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https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/october2025
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/latest
https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/consumerpriceinflation/latest
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Looking at the data in more detail the ONS observed that “food and non-alcoholic beverages, and alcohol
and tobacco made the largest downward contributions to the monthly change”. UK inflation still however
remains above that seen in other countries with the ONS noting that “the UK’s CPI inflation rate of 3.2%
was higher than the first (or “flash”) estimate of inflation for Germany (2.6%) and France (0.8%) in
November. The last time the UK rate was lower than the rate in Germany was December 2024".

Beyond the headline inflation figure other inflation measures also declined. Core CPI (excluding volatile
energy, food, alcohol and tobacco prices) inflation slowed to 3.2% over the year to November 2025, down
from 3.4% in October. The CPI goods annual rate slowed to 2.1%, down from 2.6%. While the CPI services
annual rate slowed slightly to 4.4% in November down from 4.5% in October.

In response to the easing of inflation and in relation to the general economic environment the Monetary
Policy Committee (MPC) of the Bank of England voted to lower interest rates by 0.25 percentage points
to 3.75% from 4% on 18 December. The MPC voted 5-4 in favour of this move with 4 members voting

to keep the rate unchanged. Commenting on the inflationary situation they noted that although inflation
remains “above the 2% target, it is now expected to fall back towards target more quickly in the near term.
Reflecting restrictive monetary policy, and consistent with evidence of subdued economic growth and
building slack in the labour market, pay growth and services price inflation have continued to ease”.



The OECD forecasts modest UK growth, but highlights three key
structural barriers

The OECD’s December Economic Outlook projects UK growth of 1.2% in 2026 (up from the 1.0% for
2026 that they forecast in June) and 1.3% in 2027. They forecast the deficit (the gap between public
spending and revenues) to fall from 5.9% of GDP now to 5.1% by 2027 and public debt to stay above 100%
of GDP — meaning total government debt will remain larger than the UK’s entire annual economic output.
The OECD warns that this leaves the UK with “very thin fiscal buffers” — and unable to provide economic
stimulus in a downturn without breaking fiscal rules. They identify three structural constraints to UK growth
potential: low productivity growth, slow working-age population growth (partly due to reduced migration),
and persistent skills mismatches.

For the United States, the OECD projects growth of 2.0% in 2025, 1.7% in 2026 and 1.9% in 2027. A
sharp slowdown in net migration, coupled with average tariffs at 17% on imports (the highest “effective
tariff rate” since 1935) are seen as key constraints to growth. Despite December’s Federal Reserve rate cut
to a range of 3.5-3.75% (from 3.75%-4.0%), the OECD expects inflation to “rise further through mid-2026"
as tariffs feed through to prices - limiting the scope for further rate cuts to stimulate growth.

For the Eurozone, growth is forecast at 1.3% in 2025, 1.2% in 2026 and 1.4% in 2027. The OECD cites
increased trade frictions and geopolitical uncertainty as key drags on investment (and growth), though this
is partially offset by European Central Bank (ECB) rate cuts lowering the cost of borrowing and investment.
The OECD expects a looser labour market and weak demand to bring Eurozone inflation to 1.9% by 2026,
allowing the ECB to keep cutting rates to stimulate growth - unlike the inflation-constrained US and UK.

Steady growth in London's output, employment and household
finances forecast for the coming years

Twice a year, GLA Economics produces medium-term forecasts of key macroeconomic variables:

® London’s output (real Gross Value Added)

® Employment levels (total Workforce Jobs)

® Household spending (real Household Expenditure)

® Household income (real Household Disposable Income)

These forecasts are used in various internal business planning processes - and presented as central, upside,
and downside scenarios. This section of London’s Economy Today outlines the key figures from the latest
central scenario, which we have published this month in the latest London’s Economic Outlook.

® Annual output growth has been weak in recent years, with London’s economy growing 0.3% in 2023
and 1.1% in 2024 - but our forecast projects stronger growth in the coming years. Output is forecast
to grow by 1.9% in 2025, 1.7% in 2026, and 2.1% in 2027 - a return toward pre-pandemic growth
rates. In absolute terms, this takes the value of London’s output from £548bn in 2025 to £569bn in
2027 (+£21bn). This reflects easing inflation, a more stable interest rate environment, and continued
expansion in London’s service sectors.

® Workforce jobs growth has been steady in recent years, growing 1.6% in 2023 and 0.9% in 2024. Jobs
are forecast to grow 0.9% in 2025, 1.1% in 2026, and 1.2% in 2027. In absolute terms, this takes total
jobs from 6.5 million in 2025 to 6.6 million in 2027 (+100k jobs).

® Household spending has declined over recent years, falling by 1.6% in 2023 and 2.4% in 2024 -
primarily due to the persistent effects of high inflation and resulting cost-of-living pressures. As inflation
eases, spending is forecast to return to growth, growing 0.6% in 2025, 2% in 2026, and 1.9% in 2027.

® Household income grew 3.2% in 2023 and 3.0% in 2024, due to sustained wage growth. Income
growth is forecast to continue at 2.1% in 2025, 1.5% in 2026, and 1.3% in 2027, as the labour market
loosens and wage growth slows.


https://www.oecd.org/content/dam/oecd/en/publications/reports/2025/12/oecd-economic-outlook-volume-2025-issue-2_413f7d0a/9f653ca1-en.pdf
https://assets.publishing.service.gov.uk/media/67211bf34da1c0d41942a8bf/A_strong_fiscal_framework.pdf
https://fredblog.stlouisfed.org/2024/10/measuring-labor-market-tightness-with-fred/
https://www.london.gov.uk/programmes-strategies/business-and-economy/business-and-economy-publications/londons-economic-outlook-autumn-2025
https://fredblog.stlouisfed.org/2024/10/measuring-labor-market-tightness-with-fred/
https://fredblog.stlouisfed.org/2024/10/measuring-labor-market-tightness-with-fred/

The central scenario assumes no structural shocks, but three risks warrant monitoring. International risks
from collapsing trade growth and tariff escalation could hit London’s globally exposed sectors. Fiscal
uncertainty may weigh on business confidence and investment. And while Al adoption offers productivity
gains for London’s tech-heavy economy, displacement in exposed roles has already begun.

GLA Economics will continue to monitor these (and other) aspects of London’s economy over the coming

months in our analysis and publications, which can be found on our publications page and on the London
Datastore.



https://www.london.gov.uk/programmes-strategies/research-and-analysis/gla-economics-publications
https://data.london.gov.uk/
https://data.london.gov.uk/

Economic indicators

The underlying trend in passenger journeys on London public transport marginally increased in
July 2024

® [n 2024, 243.5 million passenger journeys were registered between 23 June and 20 July, 4.7 million more than in
the previous period. 238.9 million passenger journeys were registered between 26 May and 22 June.

® In the latest period, 95.2 million of all journeys were underground journeys and 148.3 million were bus journeys.

® The 13-period-moving average in the total number of passenger journeys rose marginally from 234.9 million in the
previous period to 235.1 million in the latest period.

® Due to the cyber incident at TfL, the release of passenger journey data has been postponed. The next release date
is yet to be confirmed

Source: Transport for London
Latest release: August 2024, Next release. TBC
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Annual growth in passenger journeys remained positive, if slowing

® In 2024, the 13-period moving average annual growth rate in the total number of passenger journeys was 4.4%
between 23 June and 20 July, down from 5.1% between 26 May and 22 June.

® The moving average annual growth rate of bus journeys decreased from 3.6% to 3.1% between the above-
mentioned periods.

® Likewise, the moving annual average of underground passenger journeys decreased from 7.7% to 6.6% between
those periods.

® Due to the cyber incident at TfL, the release of passenger journey data has been postponed. The next release date
is yet to be confirmed.

Source: Transport for London
Latest release: August 2024, Next release. TBC
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London’s unemployment rate increased over the last quarter

® Around 354,000 residents aged 16 and over were unemployed in London in the period from August to October.

® The unemployment rate in London for that period was 6.8%, an increase from 5.9% in the previous quarter (May —
July).

® The UK’s unemployment rate increased to 5.1% in August - October, up from 4.7% in the previous quarter.

® The Office for National Statistics cautions that significant volatility has been observed in recent periods, and short-
term changes should be treated with vigilance and used in conjunction with other indicators.

Source: ONS Labour Force Survey

Latest release: December 2025, Next release: January 2026
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London’s economy continues to expand through Q3 2025

® The ONS has published annual real GVA data for London for 2023, alongside revised figures for 1998 to 2022.

Based on these revisions, GLA Economics has updated its quarterly GVA estimates for 1998 Q1 to 2023 Q4, and
produced nowcasts for 2024 Q1 to 2025 Q3.

® According to the latest data, London’s real GVA grew by 0.3% in 2023, matching the UK-wide growth rate. This

followed a significant upward revision to 2022, with growth now estimated at 8.1%, up from the previously
reported 4.8%.

® GLA Economics nowcasts that London’s output rose by 1.1% in 2024.

® (GLAE estimates indicate that London’s economy expanded by 0.8% in Q1 2025, followed by growth of 0.4% in Q2
and 0.3% in Q3. Growth in each quarter exceeded that of the UK as a whole, which recorded increases of 0.7%,
0.3% and 0.1% respectively. By Q3 2025, London’s GVA stood 6.7% above its pre-pandemic level (Q4 2019),
continuing to outperform the UK overall, where output was 5.5% above its pre-pandemic level.

Source: ONS and GLA Economics calculations

Latest release. December 2025, Next release. June 2026
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London’s year-on-year employment growth rate fell in the last quarter

Around 4.9 million London residents aged 16 and over were in employment during the three-month period from
August to October 2025.

London’s employment fell by 1.1% year-on-year this quarter, compared with the 1.8% growth in the quarter
leading up to July.

Employment in the UK as a whole grew by 1.3% in the year to this quarter, a slowdown from the 1.9% growth in
the previous quarter.

The Office for National Statistics cautions that significant volatility has been observed in recent periods, and short-
term changes should be treated with vigilance and used in conjunction with other indicators.

Source: ONS Labour Force Survey
Latest release: December 2025, Next release: January 2026
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On an annual basis house prices fell in London in October

In October, the average house price in London was £547,000 while in the UK it was £267,000.
Average house prices in London fell by 2.4% year-on-year in October, compared with a 1.8% decline in September.

Average house prices in the UK rose by 1.7% on an annual basis in October, lower than the increase of 2.1% in the
year to September.

Source: Land Registry and ONS
Latest release: December 2025, Next release: January 2026
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In November, the sentiment of London’s PMI business activity index moderated
°

The business activity PMI index for London private firms slowed from 55.9 in October to 55.7 in November.
([ J

The Purchasing Managers” Index (PMI) survey shows the monthly business trends at private sector firms. Index
readings above 50 suggest a month-on-month increase in activity on average across firms, while readings below
50 indicate a decrease.

Source: IHS Markit for NatWest

Latest release: December 2025, Next release: January 2026
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In November, the sentiment of London’s PMI new business activity remained positive but
slowed

® The PMI new business index in London decreased from 55.9 in October to 52.7 in November.

® An index reading above 50.0 indicates an increase in new orders on average across firms from the previous month.
Source. IHS Markit for NatWest

Latest release: December 2025, Next release: January 2026

PMI New Business Activity Index

(50 indicates no change on previous month)
70

60

. \Vr/\/\vww /\W[w\‘\f\/\'\’”\vjv\

o

(2]

c

g A

<

Q

o

c 40

I

o

['e)

3 30

©

=

20
10

© © © N N ©® ©® ® O ® O O O = = N N O ® O ¥ ¥ ©O O »
T OTOTOYTOYOYOYTOTOYTOSYSIYY g g g gqgqgq@qQdaqd
c £ 2> 5 o o9 c =2 5 o0 a9 35 0O > ©¥§5 £ v c ©c B &£ oo c c >
§ 3 28 2 9 © 53 2 2 o 0o 3 © & § &8 5 s 53 8§ 8 3 s 3 2
S 5 z < o ouw S5 z < 0o oo a = =S g 5 S5 S g 5 5 z

= London

GLA Economics



In November, the sentiment of the PMI employment index in London dropped to negative
°

The Employment Index for London decreased from 50.4 in October to 44.3 in November.
([ J

The PMI Employment Index shows the net balance of private sector firms of the monthly change in employment
prospects. Readings above 50.0 suggests an increase, whereas a reading below 50.0 indicates a decrease in
employment prospects from the previous month.

Source: IHS Markit for NatWest

Latest release: December 2025, Next release: January 2026
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More than half of all property surveyors in London reported house price decreases in November

® In November, more property surveyors in London reported falling prices than rising prices. The net balance index
was -44, and it was -36 in October.

® For England and Wales, the RICS house prices net balance index improved slightly from -19 in October to -16 in
November.

(]

The net balance index measures the proportion of property surveyors reporting a rise in prices minus those
reporting a decline.

Source: Royal Institution of Chartered Surveyors
Latest release: December 2025, Next release: January 2026
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In November, less than half of all property surveyors expressed positive expectations for house
prices in London over the next three months

The net balance of house prices expectations in London was -13 in November, a slight drop from -12 in October.
The index for England and Wales was -15 in November, and was -12 in October.

The net balance index measures the proportion of property surveyors reporting a rise in prices minus those
reporting a decline.

Source: Royal Institution of Chartered Surveyors
Latest release: December 2025, Next release: January 2026
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Consumer confidence in London slowed in November

® The consumer confidence index in London is 13 in November, down from 18 in October.

® The sentiment for the UK decreased from -17 to -19 over the two months. The UK has not seen a positive index
score since January 2016.

[ J

The GfK index of consumer confidence reflects people’s views on their financial position and the general economy

over the past year and in the next 12 months. A score above zero suggests positive opinions; a score below zero
indicates negative sentiment.

Source: GIK
Latest release: December 2025, Next release: January 2026
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The 2025 Budget: Overview and
potential implications

By Adam Yousef, Senior Manager

—— - = == : =
On 26 November 2025, Chancellor Rachel Reeves delivered the 2025
Budget within a context characterised by fiscal pressures and growing
international uncertainty. This supplement presents some of the Budget’s
key announcements and potential implications for London and Londoners.

Macroeconomic outlook

The Budget echoed existing concerns about the UK’s challenging fiscal environment, as did the Office for
Budget Responsibility (OBR) Economic and Fiscal Outlook.

The OBR projects that real GDP will grow by 1.5% on average over the forecast period, 0.3 percentage
points slower than was projected in March, due to lower underlying productivity growth. GLA Economics’
most recent growth forecast for London’s economy estimated growth for 2025 at 1.9%. That said, year-
on-year productivity growth in London has been lagging that of other UK regions in recent years, and with
London contributing almost a quarter of national income, the national productivity slowdown is in part a
result of London’s productivity slowdown.

The Budget’s announced policies increase spending in every year and by £11 billion in 2029-30, primarily

to pay for the summer reversals to welfare cuts and to lift the two-child limit in universal credit. While this
may seem large, the increased spending in 2029-30 represents just over 0.5% of the UK’s GDP, and just over
2% of London’s. The Budget also raises taxes by amounts rising to £26 billion in 2029-30, through freezing
personal tax thresholds and a host of smaller measures and brings the tax take to an all-time high of 38% of
GDP in 2030-31. It is likely that a disproportionate percentage of this 38% would come from London. For
example, in the 2023-24 tax year, London residents contributed approximately 26.7% of all UK income tax.
Meanwhile, London contributed approximately 21% of total UK public sector revenue in the financial year
ending (FYE) 2023.

Moreover, the OBR reduced its central forecast for the underlying rate of productivity growth in the medium
term to 1.0 per cent, 0.3 percentage points slower than in the March forecast. This renders the challenge to
raise productivity in London to 2% growth year-on-year until 2035 (as set out in the London Growth Plan)
more imperative in the national context.



https://obr.uk/docs/dlm_uploads/OBR_Economic_and_fiscal_outlook_November_2025.pdf
https://www.london.gov.uk/programmes-strategies/business-and-economy/mayors-priorities-londons-economy-and-business/london-growth-plan

Infrastructure and transport

An important announcement made in the London context was confirmation of the approval of funding
for the DLR extension to Thamesmead. This is expected to lead to about 25,000 new homes being built in
London - a major figure given our housing targets for the upcoming decade.

The Chancellor also announced that the 5p fuel duty cut that was brought in during the pandemic will

be extended until September 2026. This is expected to cost £2.4 billion next year and £0.9 billion in the
medium term. Londoners are significantly less likely to drive cars than those in other UK regions, with the
lowest rates of car ownership and use in England. While 80% of households in the rest of England have a
car, only 56% of London households do, and just under half of London households are car-free, a higher
percentage than any other region. This is linked to London’s extensive public transport system, and in 2021,
London residents made the fewest average miles and trips by car compared to other regions.

The Budget also announced the introduction of mileage-based charges for electric and plug-in hybrid
vehicles (to be introduced in April 2028). It will be set at around half the fuel duty rate paid by drivers of
petrol cars and raise approximately £1.4 billion.

Londoners are more likely to drive electric cars than those in other UK regions, due to factors like greater
availability of charging infrastructure, incentives like the ULEZ (Ultra Low Emission Zone), and a higher
percentage of drivers planning to switch in the future. London has the highest percentage of electric car
ownership in the UK. Surveys show a significant portion of London drivers plan to buy an electric car as their
next vehicle. For example, one survey found over a quarter (27%) of London drivers expected to buy an EV
next, which is nearly four times the figure for the Southwest the lowest region.

According to Transport for London (TfL), in April 2025, there were around 193,000 plug-in electric cars and
vans already registered in the capital. EV numbers on the road in London are projected to reach between
1-1.4 million by 2030, making up to 49% of London’s car and van fleet. Moreover, London had 21,600
charge points in April 2025, which is around a third of all EV charging infrastructure across the country and
more than any other UK region. TfL estimate that by 2030, 40,000 to 60,00 chargers will be needed.

Devolution

A key decision announced in a pre-Budget Ministerial Written Statement is that the government is

giving Mayoral Strategic Authorities (MSAs) the power to introduce local overnight visitor levies. A 12-
week consultation was launched seeking views on the design of the new power. According to preliminary
projections by GLA Economics, depending on the structure of the levy, it could raise anywhere between £62
million (if it’s a £1 flat rate per room per night) and £543 million (if it’s a 5% levy on accommodation costs).

With regards to Integrated Settlement (IS) funding arrangements for London for 2026-2030, Adult Skills
Fund (ASF) funding for 2026-27 to 2028-29 amounts to slightly under £337m per annum, while Connect to
Work funding averages £46m per year over that same period. Additionally, Growth Hubs funding averages
£550k over that same period, while National Housing Development Fund allocation rises to just under
£120m in 2029-30. In total, IS quantum funding is around £469m in 2026-27, £457m in 2027-28 and
£516m in 2028-29.

Business rates

In Budget 2024, the government announced the intention to introduce permanently lower business rates
multipliers (tax rates) for retail, hospitality and leisure (RHL) properties (hereditaments) with rateable values
(RVs) under £500,000 from 2026-27. These multipliers will replace the temporary RHL business rates relief
that is set at 40% (up to a cash cap of £110,000 per business) in 2025-26. In order to sustainably fund this,
the government also announced at Budget 2024 the intention to introduce a higher multiplier on the most




valuable properties from 2026-27 — those with RVs of £500,000 and above, which will be set at 2.8p above

the national standard multiplier.

As part of the Budget, the government published analysis on the effects of the RHL and high-value

multipliers when the rates were set. The table below shows the 2026-27 multipliers:
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An estimated 110,900 properties in London are estimated to benefit from the new lower RHL multiplier

(compared to 760,000 nationally) for RHL properties below £500k RV. Therefore, 15% of those ratepayers/

properties benefitting from the changes are in London. By contrast 7,500 properties in London are

estimated to be subject to the new higher multiplier (vs 21,100 properties nationally) on properties £500k+

RV which represents 36% of the national total.

Also published in the Budget is the transitional relief scheme to phase-in increases in business rates over the
3 years (2026-27 to 2028-29) (see table below). There are also extensions to measures which allow certain

local authorities to retain a higher proportion of business rates revenue locally.

2026 Transitional relief scheme for business rates

Rateable value

Cap on increases

Cap on increases

Cap on increases

26/27 27/28 28/29
Up to or including £20,000 5% 10% plus 25% plus
(£28,000 in London) ° inflation inflation

£100,000

More than £20,000 (£28,000 in
London) and up to and including | 15%

25% plus inflation

40% plus inflation

More than £100,000

30%

25% plus inflation

25% plus inflation

vary from these percentages.

Notes: All caps are before other reliefs, local supplements and, in years 2 and 3, inflation. Actual bill changes may therefore

Caps are cumulative year on year (e.g., for small properties the total cap over the 3 years before inflation is 44%).




Together, the measures reduce receipts by £1.2 billion on average between 2026-27 and 2028-29, but are
broadly neutral by the end of the forecast as the transitional relief package and local retentions are due to
expire. Overall, tax receipts from business rates are expected to represent 1.1%-1.2% of GDP nationally (or
between £20bn and £25bn annually).

Skills and education

The Chancellor announced that apprenticeships for under 25-year-olds will be free for small and medium-
sized enterprises (SMEs). This change could support apprenticeships for under-25s in London, where
apprenticeship starts for 19-24 year olds have been falling since 2021-2022. In 2022-2023, 12,710 (29%)
of apprenticeship starts in London were in SMEs (i.e., enterprises with less than 249 employees). Meanwhile,
in 2023-2024, 44% of apprenticeship starts in the capital were for those under-25.

An announced allocation of £725 million for the Growth and Skills Levy was made to help support
apprenticeships for young people, including a change to fully fund SME apprenticeships for eligible people
under-25. There have also been proposed changes to the apprenticeship system to make it more efficient,
including for example:

® Short courses to be introduced from April 2026, including removing the additional uplift to levy
accounts.

® (Changing the government’s co-investment rate to 75% for levy-paying employers once they have
exhausted all their funds.

® Working with employers to streamline the suite of apprenticeship standards available.

£820 million has also been allocated to the DWP’s Youth Guarantee programme. The guarantee is a UK-
wide program that aims to provide a pathway to work, training, or an apprenticeship for young people, but
statistics on its specific benefits to London are not yet available. The program is being rolled out in response
to high youth unemployment, which affects many areas, including in London, and aims to ensure that fewer
than 10% of young people are NEET i.e, not in education, employment, or training. The support includes
offering a guaranteed six-month paid work placement for every eligible 18-to 21-year-old who has been on
Universal Credit and looking for work for 18 months.

According to the Labour Force Survey, in the final quarter of 2024, 15.2% of 16-24-year-olds in London
were classified as NEET compared to 13.6% in England. These are the highest percentages seen in both
areas in the final quarters of each year since 2014.

Taxation and National Insurance

There have been many taxation-related announcements in this Budget. The highlight announcement is the
continuation of the existing freeze on income tax thresholds for another three years from the current freeze
period’s end (in 2028).

Initial modelling by GLA Economics — which does not factor in behavioural changes resulting from this freeze
- suggests that in the first two years, up to the end of this parliament, London taxpayers will contribute an
additional £1.7bn due to the freeze in personal allowance, higher and additional rate and NI thresholds. In
terms of breakdown by financial year, that is £560 million in 2028-29 and £1.14 billion in 2029-30.

The Chancellor also announced a set of personal tax rises that would collectively raise £15 billion in 2029-
30. These include:

® The aforementioned freeze of tax thresholds from 2028-29 onwards, which raises £8.0 billion in 2029-30
and contributes to around 780,000 more basic-rate taxpayers, 920,000 more higher-rate taxpayers, and
4,000 more additional-rate taxpayers by 2029-30 than in the March forecast (nationally).



® Charging National Insurance on salary-sacrificed pension contributions from April 2029 (any amounts
over £2,000 that are annually contributed to salary-sacrifice schemes would be subject to employee and
employer NI levies), raises £4.7 billion.

® Londoners are among the most likely in the UK to use salary sacrifice schemes for pension contributions,
particularly for investing bonuses. The higher cost of living and prevalence of high-paying jobs in the
capital likely contribute to the appeal of these tax-efficient methods. A 2024 report found that London
and Birmingham had the highest percentage of workers paying some or all of their bonus into their
pension pot through salary sacrifice (57% in London).

® |ncreasing tax rates on dividends, property and savings income by 2 percentage points, raising £2.1
billion. Londoners are arguably to be disproportionately affected by these increases as they are more
likely to earn dividends, property and savings income.

Other tax changes have also been announced that will raise £11 billion by 2029-30, such as:

® A reduction in the ability to write down allowances in corporation tax (£1.5 billion).

® Reforms to gambling taxation (£1.1 billion). From April 2026 there will be an increase in remote gaming
duty from 21 to 40% and abolition of bingo duty from its current 10% rate. From April 2027, a new
rate of general betting duty for remote betting will be introduced at 25%, excluding self-service betting
terminals, spread betting, pool bets, and horseracing. The government has also announced a freeze in
casino gaming duty bands in 2026-27 with the usual RPI uprating thereafter.

® Recent data suggests that Londoners are more likely to gamble than people in most other parts of the
UK. For example, A June 2025 survey found that London had the second-highest monthly gambling
participation rate among UK cities, with 71.9% of residents gambling at least once a month, just
behind Cardiff (72.5%), while London and Manchester tie for the highest rate of monthly online sports
betting, at 31% of the population, a higher percentage than any other UK region. This suggests a
disproportionate impact of these changes on Londoners.

® (Changes to capital gains tax reliefs on employee ownership trusts (£0.9 billion)
@® Tax administration, compliance and debt collection measures (£2.3 billion).

The government will also consult on removing customs duty relief for low-value imports worth less than
£135, which mimics the “de minimis” exemption introduced by the Trump administration to target low-value
imports from businesses such as Temu. While this is likely to generate revenue for the Exchequer, it could
also augment cost-of-living pressures that Londoners face as inflation continues to persist across the UK.

The government is introducing a new UK Listing Relief- a three-year exemption from Stamp Duty Reserve
Tax for companies listing in the UK. Currently a 0.5% SDRT on share trades for newly listed UK companies
applies; the removal of this aims to make the UK (and London) a more attractive place for initial public
offerings (IPOs).

The main Writing Down Allowance (i.e., tax deductions businesses can claim for the depreciation of capital
assets) will fall from 18% to 14%, meaning businesses can deduct a smaller percentage of the asset’s

value from taxable profits. Balancing this, a new allowance of 40% for main rate assets will be introduced,
meaning businesses can deduct 40% of the cost of a qualifying asset in the first year, aimed at incentivising
investment. Such changes could be beneficial to help London and the rest of the UK boost business
investment at a time when it significantly lags that in other G7 countries. Low business investment in
London and the UK is a major factor behind the productivity slowdown in recent years.


https://www.royallondon.com/about-us/media/media-centre/press-releases/press-releases-2024/march/workers-in-birmingham-and-london-most-likely-to-use-their-bonus-to-boost-their-retirement/
https://www.betvictor.com/blog/gambling-statistics/

Housing and planning

A key housing-related announcement relates to the so-called ‘mansion tax’. A “high value” council tax
surcharge will be introduced on an estimated 100,000 properties in England with a value above £2m -

this will be collected alongside local council tax (i.e., on the same bills) by local councils but 100% of the
revenues will be transferred to central government. The surcharge is designed as a flat rate with four bands:
1) a £2,500 a year charge on homes worth £2-2.5m, 2) a £3,500 a year charge on homes worth £2.5-
3.5m, 3) a £5,000 a year charge on homes worth £3.5-5m, and 4) a £7,500 a year charge on homes worth
above £5m. This will be consulted on, including options to allow people to defer payment (e.g., until sale of
property/death).

Broadly speaking, properties worth over £2m are likely to be in Council Tax Band H (though not necessarily).
Council Tax Band H are those typically valued over £320K in 1991 (or £2.1m in 2025 adjusting for inflation).
Using this as a rough guide, there were just over 68,000 properties in London that belong to this category.
Collectively, they are expected to pay over £200m in council tax in 2025-26, and most of them would
potentially incur this extra charge.

An announcement was made to invest an extra £48 million of additional funding to boost capacity in

the planning system. This includes investment to recruit an extra 350 planners in England and funding
improvements to the performance and speed of environmental regulators. This will take the total number

of recruitments across the planning system to 1,400 by the end of this Parliament. The government also
announced that it decided not to proceed with converging the two rates of Landfill Tax, as consulted on
earlier this year. Instead, it will prevent the gap between the two rates of Landfill Tax from getting any wider
over the coming years. The government will also retain the tax exemption for backfilling quarries to ensure
that housebuilders and the construction sector continue to have access to a low-cost alternative to landfill.

Other things equal, this would be important for London to realise its housing construction targets as the
sector continues to experience high supply-side pressures due to labour-market shortages and the rising cost
of materials used in construction (which are mainly imported).

The government will confirm in Jan 2026 how the Social Rent convergence will be implemented. Social rent
convergence is a government policy aimed at bringing social housing rents into alignment with a national
“formula rent” based on factors like property value and local earnings. The policy was active between 2002
and 2015, and the government has recently proposed reintroducing it to help social housing providers fund
investment in their properties.

Convergence allows rents for Social Rent homes that are below ‘formula rent” (nationally set rent) to increase
by an additional amount per week (over and above the Consumer Price Index +1% limit), so rents gradually
converge towards formula rent. It is worth noting that while the government consulted on a £1/£2 per

week uplift, London’s affordable housing sector has called for a £3 per week uplift to support investment in
improving existing social and affordable housing stock and gradually increase the supply of new social and
affordable homes.

The government will shortly consult on the reform to VAT rules to incentivise development on land intended
for social housing, which could provide much-needed support to boost affordable housing supply in London.
The government will also carry out a review of homelessness services to improve value for money and the
availability of good quality temporary accommodation and supported housing.



Benefits and children

The Chancellor confirmed the abolishment of the two-child benefit cap from April 2026. The two-child limit
currently restricts financial support in Universal Credit to the first two children in a household, except for
limited exemptions. Nationally, 1.67 million children in 470,000 households are affected by the policy.

In London, 260,000 children in 70,000 households are affected — the highest number of any region.
According to the Institute for Fiscal Studies, removing the two-child limit entirely would, in the long run,
bring around 630,000 children out of absolute poverty, at a cost of roughly £5,700 per child. Compared with
other levers in the benefit system, reversing the limit is one of the most cost-effective ways to reduce child
poverty.

GLA analysis suggests that the percentage reduction in poverty is smaller in London than across the UK,
though the numbers affected in London remain significant. According to our estimates:

® the overall poverty rate in London falls by 0.6 percentage points, equivalent to around 50,000 fewer
people in poverty (compared with a 1.1-point fall UK-wide)

® the child poverty rate in London falls by 1.7 percentage points, equivalent to around 40,000 fewer
people in poverty (compared with a 3.6-point fall UK-wide).

While the reduction in poverty rates is smaller in London in percentage terms, the estimated increase in
mean weekly disposable income across households is similar in London and across the UK (up £2.23). This
pattern likely reflects London’s higher income inequality. The poorest London households start from lower
income levels (after housing costs) than similarly placed households elsewhere in the UK. As a result, the
policy raises incomes for many low-income Londoners but not always by enough to lift them above the
‘poverty line’.

In London, removing the two-child limit particularly benefits lower income households, working households,
households with young children, and households headed by a Black adult. Higher-income households see
little or no change.

It is important to be mindful of caveats and limitations to these estimates:

® Results reflect changes in benefit entitlements only and do not capture behavioural responses.

® Regional results rely on pooled HBAI (Households Below Average Income) data, which improves
robustness but may smooth short-term variations.

® Poverty is measured using a fixed baseline poverty line

® The modelling used pooled HBAI data for 2021-22 to 2023-24 for London analysis, and the single-year
2023-24 dataset for UK analysis.

® Results should be seen as indicative. They rely on survey data that may have small sample sizes for
London, use simplified assumptions for some tax and benefit rules, and there are differences between
model baselines and the latest administrative data.

The Chancellor also announced reforms to Motability tax reliefs, including the removal of premium car
brands. It is difficult to say definitively whether Londoners are more likely to use the Motability scheme, as
there is no specific data comparing London-specific usage rates to the rest of the UK.

Furthermore, the maximum amount that can be reimbursed for childcare costs for eligible Universal Credit
claimants will increase by £736.06 for each additional child above the current maximum cap for two children.
Meanwhile, to improve work incentives, the government is reducing the financial cliff edge for claimants in
supported housing and temporary accommodation from Autumn 2026.



Pensions and ISAs

The government reaffirmed its commitment to upholding the Triple Lock. However, from April 2027, the
£20k annual ISA allowance will remain, except that £8k of the £20k will be exclusively meant for investment
in a stocks-and-shares ISA (meaning that one could only invest up to £12k in a cash ISA). This is intended to
boost investment in the economy by channelling more retail money into equities, which policymakers hope
will deepen the pool of capital available to listed companies and help revive London’s markets. That said,
anyone over 65 will still be able to place the full £20,000 into a cash ISA.

More than 40% of current cash ISA users deposit over £12,000 a year, so a sizeable group will be prodded
into investing whether they planned to or not. HMRC data shows that the Southeast and Southwest regions
have among the highest proportion of adults holding ISAs at 45.6% and 46.4% each, while London has the
lowest at 37.4%.

One potential implication from cutting the cash ISA limit is higher mortgage rates. Cash ISAs are a key
source of funding for banks and building societies, which use the deposits to fund loans to households and
businesses. For example, Nationwide Building Society has said that cutting tax breaks on the accounts would
reduce the availability of mortgages for first-time buyers.

There is also the possibility that people who are unfamiliar with stock market investing would be deterred
from saving in ISAs as a result of the change, which would produce the opposite effect to what the policy
was originally intended to do.

It is also worth noting that according to Hargreaves Lansdown, only 23% of Brits invest in the stock market
in general, compared to 66% in the US for example. Whether this change would increase that percentage to
levels seen in countries such as the US remains to be seen.

Interestingly, polling 3,000 people nationally, interactive investor found that more than half (58%) of
Britons, around 31.4 million people, have low ‘emotional” capacity for risk (meaning they are unwilling to
face the prospect of incurring short-term losses on investments). Despite this fact, 32% of these — over nine
million people — have the financial resilience to take on risk, but are held back by this emotional capacity for
risk leading people to ‘underinvest’.
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Our latest publications

We publish regularly on the state of London’s economy, providing the latest economic data for London and
interpret how this may affect policy. This includes analysis of recent developments in London’s economy and
forecasts for the next couple of years.

We provide analysis on sectors of the economy including tourism, retail, housing, health, science, technology

and more.

We analyse recent developments in London’s labour market, by sector and borough.

View all the GLA Economics publications on our website.
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The State of London - June 2025

One of our key annual publications, the sixth edition of the State of London
report by City Intelligence brings together a wide range of outcome data
relevant to the work of the Mayor, the London Assembly and other stakeholders,
and measures how London is performing based on the most recent available
data.

Download the full publication.

Housing Affordability and Economic Productivity

This study estimates the relationship between housing affordability and
productivity. Using data from all local authorities in the Greater Southeast
Region of England between 2002 and 2021 and by applying econometric
methods, the study finds that declining housing affordability has had a
significant negative effect on London’s economic productivity.

Download the full publication.

London’s Economic Outlook: Autumn 2025

London’s real Gross Value Added (GVA) is forecast to grow by 1.9% in 2025,
1.7% in 2026, and 2.1% in 2027.

London’s Workforce jobs (WFJ) are projected to increase by 0.9% in 2025, 1.1%
in 2026, and 1.2% in 2027.

Household spending is expected to rise by 0.6% in 2025, 2.0% in 2026, then
1.9% in 2027.

Household income is expected to grow by 2.1% in 2025, 1.5% in 2026, and
1.3% in 2027.

“ Download the full publication.
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