
December 2011           Latest Inflation (RPI) & Average Earnings
	
	All items

(Headline rate)  

RPI
	All items excl mortgage interest

RPIX
(Underlying rate)
	Consumer Prices Index (CPI) 
(Govt Target = 2%)

	2009

	Nov 2009
	0.3 %
	2.7 %
	1.9 %

	Dec 2009
	2.4 %
	3.8 %
	2.9 %

	2010

	Jan 2010
	3.7 %
	4.6 %
	3.5%

	Feb 2010
	3.7 %
	4.2 %
	3.0 %

	Mar 2010
	4.4%
	4.8 %
	3.4 %

	Apr 2010 
	5.3 %
	5.4 %
	3.7 %

	May 2010
	5.1%
	5.1 % 
	3.4 %

	June 2010
	5.0 %
	5.0 %
	3.2 %

	July 2010
	4.8%
	4.8%
	3.1 %

	Aug 2010
	4.7 %
	4.7 %
	3.1 %

	Sep 2010
	4.6 %
	4.6 %
	3.1 %

	Oct 2010
	4.5 %
	4.6 %
	3.2 %

	Nov 2010 
	4.7 %
	4.7 %
	3.3 %

	Dec 2010
	4.8 %
	4.7 %
	3.7 %

	2011

	Jan 2011
	5.1 %
	5.1 %
	4.0 %

	Feb 2011
	5.5 %
	5.5 %
	4.4 %

	Mar 2011
	5.3 %
	5.4 %
	4.0 %

	Apr 2011
	5.2 %
	5.3 %
	4.5 %

	May 2011
	5.2 %
	5.3 %
	4.5 %

	June 2011
	5.0 %
	5.0 %
	4.2 %

	July 2011
	5.0%
	5.0%
	4.4%

	Aug 2011
	5.2 %
	5.3 %
	4.5 %

	Sept 2011
	5.6 %
	5.7 %
	5.2 %

	Oct 2011
	5.4 %
	5.6 %
	5.0 %

	Nov 2011
	5.2 %
	 5.3%
	4.8%


Are Source: Consumer Price Indices Statistical Bulletin  www.statistics.gov.uk  Dec 2011 figures published on 17 Jan 2012 
· The Headline rate is measured by the annual change in the all items retail price index and is most commonly used
· The Underlying rate excludes mortgage interest payments & was the old Government measure with a  target of 2.5%
· Consumer Prices Index excludes housing costs and in particular owner occupiers’ costs such as mortgage interest payments. and is now used by Government as a measure for inflation with a target of  2%
Inflation forecasts: gearing up for the 2012 fall
	Forecast: Retail prices index inflation will average 5.3% for 2011 and will drop to an average of 3.4% for 2012.


Since the Bank of England's Monetary Policy Committee decided to extend its programme of quantitative easing (QE2) in October (see our Economic outlook 2012), there has been a growing consensus that inflation will drop by approximately two percentage points in the 12 months to the end of 2012 (falling to 2.9% in quarter four, according to our panel).

While it is widely acknowledged that we will see a significant drop in inflation in January, when VAT falls out of the year-on-year calculation, many economists believe that there will be a marked decline in inflation throughout 2012, and that we experienced the peak in consumer prices index (CPI) and retail prices index (RPI) inflation in early autumn. CPI is 5%, while RPI is 5.4%.

In his letter to the Chancellor on 14 November 2011, Governor of the Bank of England Mervyn King said: "The Committee's best collective judgment is that inflation will fall back sharply in the next six months or so, and continue falling thereafter to around target by the end of next year.

"While we can be confident about the direction of change of inflation over the coming months, we remain uncertain about the precise pace and extent of the drop in inflation."

There may be a widespread believe that inflation will fall, but it comes with a warning - until the eurozone debt crisis is resolved, and the world economy picks up, risks continue to remain on whether or not lower inflation and higher output will become a reality.

Oxford Economics: "Though [CPI] inflation is likely to remain around the 5% mark over the next couple of months, and to average 4.5% over 2011 as a whole, there is a good chance that inflation has now reached its peak." Forecast: RPI will experience a sudden drop in January - falling from 5% in the fourth quarter of 2011 to 3.6% in the first quarter of 2012. It will continue to drop every quarter, ending 2012 at 2.2%.

	Table 1: Forecast of annual rate of change in retail prices, 2011/121

	
	2011 
	2012 

	
	Q3, %
	Q4, %
	Year, %
	Q1, %
	Q2, %
	Q3, %
	Q4, %
	Year, %

	Capital Economics
	5.3
	5.4
	5.3
	4.1
	3.5
	3.1
	2.3
	3.3

	CBI
	5.7
	5.5
	5.4
	4.7
	4.3
	4.0
	3.5
	4.1

	Deutsche Bank
	5.3
	5.5
	5.3
	4.5
	4.3
	3.9
	3.2
	4.0

	Ernst & Young
	5.1
	5.0
	5.2
	3.6
	2.9
	2.7
	2.5
	2.9

	Goldman Sachs
	5.2
	5.3
	5.2
	4.0
	3.6
	3.4
	2.8
	4.1

	HSBC
	5.3
	5.3
	5.3
	3.9
	3.5
	3.3
	2.9
	3.4

	Oxford Economics
	5.2
	5.0
	5.2
	3.6
	2.7
	2.5
	2.2
	2.7

	Royal Bank of Scotland
	5.2
	5.4
	5.2
	4.3
	4.1
	3.6
	3.0
	3.7

	UBS
	5.2
	5.4
	5.3
	4.1
	3.8
	3.7
	3.3
	3.7

	XpertHR average2 
	5.3
	5.3
	5.3
	4.1
	3.6
	3.4
	2.9
	3.4

	Range of forecasts 
	5.1 to 5.7
	5.0 to 5.5
	5.1 to 5.4
	3.6 to 4.7
	2.7 to 4.3
	2.5 to 4.0
	2.2 to 3.5
	2.5 to 4.1

	1. Based on the latest figures available as at 9 November 2011.
2. XpertHR average: unweighted average of the analysts' predictions.

Source: Individual forecasting organisations.


From January 2010, the Office for National Statistics replaced the Average Earnings Index (AEI) Average with a new national measure of earnings growth known as Average Weekly Earnings (AWE). 
Average earnings forecasts: pay settlement levels remain stable
	Forecast: Average earnings growth will end the year at 2.7% (for quarter four). After a drop to 2.5% for quarter one 2012, this will rise throughout the year, reaching 3% in quarter three.


Despite high inflation, earnings growth remains low, and XpertHR's coverage of the 2012 pay bargaining agenda shows that both employers and trade unions expect the majority of settlements to lag behind headline inflation over the 2011/12 pay round. While pay settlement levels are falling short of inflation, they are remaining stable at 2% in the three months to the end of October - they have been at this level for seven consecutive rolling quarters.

Many employees and unions are reluctant to push for higher pay rises as they recognise both the state of the UK economy and the associated slack in the labour market - low growth in gross domestic product means that unemployment is a real threat for some. All factors considered, the probability of a wage-price spiral developing remains very low, according to the Ernst & Young ITEM Club.

Although the picture sounds gloomy, there is optimism that earnings growth in 2012 will be an improvement on 2011. Our panel predicts that average earnings for 2012 will be 2.9%, which is 0.5 percentage points higher than the corresponding figure for 2011 (2.4%).

Ernst & Young ITEM Club: "Given the degree of excess capacity in the labour market, it is difficult to envisage private sector pay settlements picking up to any great extent, while the public sector has just begun a two-year pay squeeze. As such, earnings growth is expected to remain subdued for a prolonged period." Forecast: Earnings growth will remain low, dropping from 2.3% in quarter three 2011 to 2.1% in quarter four. It will pick up slowly in 2012 and reach 2.5% by quarter four.

	Table 2: Forecast of annual rate of change in average earnings, 2011/121,2 

	
	2011 
	2012 

	
	Q3, %
	Q4, %
	Year, %
	Q1, %
	Q2, %
	Q3, %
	Q4, %
	Year, %

	Capital Economics
	2.8
	3.0
	2.7
	3.1
	2.7
	2.7
	2.7
	2.8

	CBI
	2.3
	2.5
	2.3
	2.9
	2.6
	2.8
	3.1
	2.9

	Deutsche Bank
	3.0
	3.6
	3.0
	3.1
	4.0
	3.7
	3.5
	3.6

	Ernst & Young ITEM Club 
	2.3
	2.1
	2.1
	2.2
	2.2
	2.3
	2.5
	2.3

	Goldman Sachs
	2.6
	3.0
	2.7
	2.2
	3.0
	3.0
	3.0
	2.8

	HSBC
	2.0
	1.6
	1.9
	1.8
	2.5
	2.7
	2.6
	2.5

	Oxford Economics
	2.7
	2.5
	2.6
	2.4
	2.8
	3.1
	3.4
	2.9

	RBS
	2.8
	3.0
	2.7
	3.2
	3.4
	3.6
	3.8
	3.5

	UBS
	2.5
	2.7
	2.1
	1.7
	2.5
	2.7
	2.7
	2.6

	XpertHR average4 
	2.6
	2.7
	2.4
	2.5
	2.9
	3.0
	3.0
	2.9

	Range of forecasts 
	2.0 to 3.0 
	1.6 to 3.6
	1.9 to 3.0
	1.7 to 3.2
	2.2 to 4.0
	2.3 to 3.7
	2.5 to 3.8
	2.3 to 3.6

	1. Based on the latest figures available as at 9 November 2011. 
2. Forecasts are based on the total pay measure from the average weekly earnings series.
3. Based on National Accounts data, which is defined as employee compensation per employee job, taking into account items such as pensions costs and national insurance contributions.
4. XpertHR average: unweighted average of the analysts' predictions.

Source: Individual forecasting organisations.


KEY FIGURES FOR AVERAGE EARNINGS for August to October 2011
The employment rate was 70.3% and there were 29,110 million employed people.

The unemployment rate was 8.3% and there were 2,640,000 unemployed people 
The inactivity rate was 23.2% and there were 9.33 million inactive people aged from 16 to 64
Total pay (including bonuses) rose by 2.0% on a year earlier (down 0.3%).

Regular pay (excluding bonuses) rose by 1.8% on a year earlier.

JobSeekers Allowance

There were 1.60 million people claiming Jobseeker’s Allowance (JSA) in November 2011, up

3,000 on October. The number of people claiming JSA for up to six months fell by 14,000 between October and November to reach 946,800
Public Sector Pay

Average regular pay (excluding bonuses) in the public sector was £474 per week in October 2011. In the three months to October 2011 regular pay in the public sector rose by 2.1 per cent on a year earlier
Youth unemployment

The unemployment rate for 16 to 24 year olds was 22.0 per cent of the economically active population for that age group in the three months to October 2011, up 1.2 percentage points from the three months to July 2011. There were 1.03 million unemployed 16 to 24 year olds in the three months to October 2011, up 54,000 from the three months to July 2011.

The number of unemployed 16 to 17 year olds increased by 8,000 on the quarter to reach 211,000 and the number of unemployed 18 to 24 year olds rose by 46,000 on the quarter to reach 815,000.
	Average Weekly Earnings  (Great Britain)
	Average weekly pay
for Oct 2011 (£ sterling)
	Annual growth rate: percentage change between Aug - Oct 2010 and Aug-Oct 2011

	Total pay (including bonuses)
	£463
	2.3 %

	Regular pay (excluding bonuses)
	£436
	1.7 %


Source: Labour Market Statistics: First Release 14 December 2011
Latest Annual Survey of Hours and Earnings (ASHE)  APRIL 2011 (as published on ONS website in November 2011)
ASHE provides official figures on annual, weekly and hourly pay and overtime pay, broken down by sector, standard industrial classification, occupation, gender, geographical region (workplace location).  This is valuable benchmarking information for pay practitioners.

Headline pay figures are based on the median value - the midpoint in the range - rather than the statistical mean (average), which means they are less influenced by extreme values at either end of the range. 
The key ASHE findings on gross earnings for adult full-time employees in April 2011 are:
· Median gross annual earnings for full-time employees were £26,200, an increase of 1.4% from 2010

· Median gross weekly earnings for full-time employees were £501, up 0.4% from £499 in 2010

· For men, full-time earnings were £539, up 0.2%, compared with £445 for women, up 1.4%

· Median gross weekly earnings for all employees were £404, the same as in 2010

· Median gross weekly earnings for full-time employees were highest in London at £651 and lowest in Northern Ireland at £451
· Between 2010 and 2011 the hourly earnings, excluding overtime, for full-time employees of the bottom decile grew by 0.1 per cent to £7.01 per hour, compared with growth of 1.8 per cent in the top decile to £26.75 per hour
NEWS FROM LRD 

The latest pay figures from LRD Payline show a 2.5% median (mid-point) increase for the three months to November – increases for manufacturing averaged 2.5% whilst services had a median increase of 2.2%.  The median increase for new (unstaged/first stage) agreements only is now 2.0%.

Payline contains nearly 2400 agreements, including over 400 GMB agreements.  If your agreement is not amongst them then please send details of the settlement to pay@lrd.org.uk so we can improve the service to GMB members.

To access the service go to www.lrd.org.uk/payline  (username gmb, password wtem89)

Pay settlements recently added to the database 

	Agreement
	Sector
	Start
	Change
	Other elements

	Jaguar
	Manufacturing
	1/11/11
	6.1%
	Second stage of two year deal covering all of JaguarLandRover

	Joy Mining Machinery (Pinxton)
	Manufacturing
	1/11/11
	4.0%
	Second stage of a two stage 15 month deal.

	Forestry Commission
	Public
	1/10/11
	2.08%
	2.08% is only on lowest grade.

	Further Education England
	Public
	1/8/11
	1.09%
	An imposed deal worth 1.09% on lowest grade only


Recent improvements to the database

· Following surveys of workplace contacts, updated information on bereavement leave, shift pay, regional allowances and subsistence payments has been added

· Pay increases (summary) report now allows you to choose whether increase on lowest paid grade, standard increase or paybill increase should be used to sort increases and calculate medians
· Pay increases (full) report improved to clearly identify imposed settlements, settlements linked to inflation and those with a performance related element.  
· New Negotiations updates report to show the latest information about the state of negotiations where there is no current pay settlement.
Median Pay Settlements

The three-monthly increase figures drawn from the database are:-

	Three months to
	% increase

	December 2010
	2.4

	January 2011
	3.0

	February
	3.0

	March
	3.0

	April
	2.9

	May
	3.0

	June
	3.0

	July
	2.9

	August
	2.5

	September
	2.5

	October
	2.5

	November
	2.5
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