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On Wednesday 3 December Chancellor George Osborne will 

deliver the last Autumn Statement of this Parliament. 

Traditionally designed as a set-piece speech to provide an 

update on the government’s plans for the economy based on 

the latest forecasts from the Office for Budget Responsibility 

(OBR), on this occasion the Chancellor will also be prompted to 

prove the Conservatives’ 2010 election promise – to balance 

the budget within the next parliament. 

We can expect Osborne to use the time to argue why he 

believes the Conservatives are ready to lead a majority 

government post 7 May 2015.  

Rounding up the speculation which has been building in the 

lead up to the Chancellor’s speech, FTI Consulting takes a look 

at what announcements could be on the inside of the 

Chancellor’s red box. 

A fiscal focus 

Growth in previous quarters this year will have given the 

Chancellor confidence that the deficit-reduction package is 

working.  

However, the Prime Minister intended to dampen over- 

optimism through his November warning to the G20 that the 

“red warning lights are once again flashing on the dashboard 

of the global economy”. His warning looks to be followed by the 

release of OBR figures that will likely prove Osborne’s target 

for balancing the budget by 2015-16 impossible. Government 

borrowing is higher than expected and announcements are 

expected on the National Savings and Investment financing 

target. At the G20 meeting, the Prime Minister acknowledged 

the sluggish UK export rate, which the OBR recognises as part 

of a widespread plateau in productivity. 

The Chancellor will look to deflect what are likely to be 

disappointing deficit figures with a statement of intent to 

update the Charter for Budget Responsibility, along with a new 

welfare cap, aimed at eliminating headline deficit by 2017-18. 

However he will also be determined to be seen to be 

announcing measures that will stimulate growth. Among these 

will be further efficiency savings as well as measures designed 

to increase competition in banking and upskill the workforce 

via increased participation in higher education. We also expect 

an announcement to provide increased funding for so-called 

innovation ‘catapult’ centres – partnerships between 

universities and business to support start-ups.  

Maximising tax practice 

HM Treasury has confirmed that the Chancellor will respond to 

calls to make the UK more competitive in its tax arrangements 

following the publication of the Office for Tax Simplification’s 

recommendations in October.  

Many other expected announcements have been drip-fed 

throughout the fiscal year, so we can expect details on 

implementation for previously confirmed policies. 

For example, the Chancellor will be expected to act on his 

party conference pledge to reduce tax avoidance practice 

through profit shifting, especially by multinational technology 

companies. Given the government’s recent efforts to lobby for 

transparency at an international level, we will be looking out 

for statements to be made specifically relating to the 

implementation of the OECD’s base erosion and profit shifting 

deliverables (BEPS) and country-by-country reporting 

templates.  

Elsewhere, reports speculate that the patent box will be 

reformed with the Chancellor responding to pressure from 

large firms calling for a continuation of tax relief on intellectual 

property, but also balancing European criticism that it provides 

an unfair advantage.   

Pensioners will also be exempt from income tax on joint 

annuities passed to spouses when their partner dies before 

75. 

Lowering business rates, as hinted at by Vince Cable in 

October, could also feature in the statement on 3 December.  

A follow-up statement to the recent consultation response on 

legislating to help match SMEs with alternative lenders may 

also feature. 

Osborne may use this as a hook to deliver on local job growth 

and deflect Labour criticism that not enough is being done to 

address what they term “the cost of living crisis”. 

Paving the road to electoral success 

Six months ahead of the general election, Osborne will want to 

move on from his earlier role as the “Chancellor of cuts” to 

balance the continuation of austerity measures with the 

delivery of investment in infrastructure. 

The Prime Minister told the CBI that investment in roads, 

particularly improving connectivity in the northern regions, will 

be at the heart of the Autumn Statement, while Transport 

Minister and veteran Conservative MP John Hayes, made an 

estimate in the House that a total of £24bn would be spent on 

improving the road network between now and 2021. 
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Shadow Chancellor Ed Balls has thrown his weight behind this 

policy area, highlighting the importance of road, rail and energy 

to the British economy and pledging to support plans to 

develop these areas.  

An announcement on long term measures to fight flooding is 

also expected, with Osborne expected to tell councils that they 

must pay for their own flood defences after government cuts 

are made. 

The property sector is expecting announcements on Capital 

Gains Tax for non-resident investors along with promised 

changes to Land Value Tax. We are also anticipating an 

announcement on more powers for the Bank of England over 

the housing market - and buy-to-let in particular - following the 

recent closing of a consultation on the issue. The Chancellor is 

likely to reiterate his opposition to a “mansion tax”.  

New planning measures are a perennial feature of both budget 

and Autumn Statement speeches and we expect them to 

feature again, along with a review of the Community 

Infrastructure Levy and housing and growth ambitions for its 

surplus land programme.  

Fuelling the economy  

In the weeks leading up to the Autumn Statement there have 

been more than a few indications that measures designed to 

power up productivity in the energy sector will form a 

significant part of the speech.  

Initial conclusions to the Oil and Gas Fiscal Review will be set 

out with a Treasury spokeswoman announcing in November 

that the Government is “committed to maximising recovery” in 

the oil and gas industry. The energy sector will likely become a 

beneficiary of the Chancellor’s statement, with a lower tax 

burden for oil and gas increasing competitiveness and in turn, 

attracting global investment. Fuel duty will be frozen until after 

the election, despite the falling price of oil. 

In a series of leaks by the Chancellor and the Business, 

Enterprise and Energy Minister Matthew Hancock, the 

extraction of shale gas in northern England has been 

described as a key area for investment. Osborne calls it a 

‘sovereign wealth fund’ for the North and has hinted that it will 

feature centrally in his speech on Wednesday. 

What next for the NHS? 

The Deputy Prime Minister has promised to lobby the 

Chancellor hard to address the funding gap felt by the NHS 

and has confirmed that the NHS is firmly “on the agenda” for 

the Autumn Statement. 

While Norman Lamb, the Health Minister, has called for the 

Government to supply £1.5bn to the NHS in the next fiscal  

 

year, Osborne has committed £2bn of investment for the NHS, 

including the £700 million for this winter and has promised to 

ring-fence the NHS budget next year. This investment line is 

intended to undermine Labour’s strategy of targeting the 

coalition partners on the NHS.   

A nod to the regions 

The impact of the Scottish referendum on independence - and 

the subsequent Smith report - may well be felt in measures 

designed to progress elements of devolution to areas of the 

UK, including the northern English regions. 

Osborne has already promised to roll up his sleeves and get to 

work on fast-tracking the economic growth of the ‘Northern 

powerhouse’ as well as committing to providing greater 

devolved authority to major northern cities – Leeds, Sheffield 

and Manchester. There is speculation that the Coalition may 

go further with this and deliver greater control of tax revenues 

for local authorities, given their public receptivity to granting 

increasing local powers. This would help answer calls from the 

Local Government Association who asked for retention of 

business rates to fund skills development and employment 

initiatives.  

Despite this, given the pressure from businesses and investors 

for the UK to remain as unified and simple in its regulatory 

framework as possible, we should expect a note of caution in 

this area.  

A statement on Europe? 

Lastly, it is unlikely that the Chancellor will be able to 

completely avoid the shadow cast by those pesky bugbears: 

UKIP and Europe.  

Osborne will not ignore Cameron’s speech on EU migration. He 

will outline the government’s plan to demand a fairer deal on 

migration including caps on benefits for migrants; powers to 

remove migrants who do not find employment in the UK; and 

barring citizens from new EU members from working in the UK 

until their economies have “converged more closely” with 

existing members. There will almost certainly be at least a 

mention of the EU surcharge of £1.7bn, following the media 

storm around the issue. 
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