Latest Inflation (RPI) & Average Earnings

	Retail

Prices Index
	All items

(Headline rate)  

RPI
	All items excl mortgage interest

(Underlying rate)

RPIX
	New measure of inflation

Consumer Prices Index (CPI) (Target = 2%)

	2005

	January
	3.2 %
	2.1 %
	1.6 %

	February 
	3.2 %
	2.1 %
	1.6 %

	March
	3.2 %
	2.4 %
	1.9 %

	April
	3.2 %
	2.3 %
	1.9 %

	May
	2.9 %
	2.1 %
	1.9 %

	June
	2.9 %
	2.2 %
	2.0 %

	July
	2.9 %
	2.4 %
	2.3 %

	August
	2.8 %
	2.3 %
	2.4 %

	September
	2.7 %
	2.5 %
	2.5 %

	October
	2.5 %
	2.4 %
	2.3%

	November
	2.4 %
	2.3 %
	2.1 %

	December
	2.2 %
	2.0 %
	1.9 %

	2006

	January  2006
	2.4 %
	2.3 %
	1.9 %

	February 2006
	2.4 %
	2.3 %
	2.0 %

	March 2006 
	2.4 %
	2.1 %
	1.8 %

	April 2006
	2.6 %
	2.4 %
	2.0 %

	May 2006
	3.0 %
	2.9 %
	2.2 %

	June 2006
	3.3 %
	3.1 %
	2.5 %

	July 2006
	3.3 %
	3.1 %
	2.4 %

	August 2006
	3.4 %
	3.3 %
	2.5 %

	Sept 2006
	3.6 %
	3.2 %
	2.4 %

	October 2006
	3.7 %
	3.2 %
	2.4 %

	Nov 2006
	3.9 %
	3.4 %
	2.7 %

	Dec 2006
	4.4 %
	3.8 %
	3.0 %

	2007

	Jan 2007
	4.2 %
	3.5 %
	2.7 %


February 2007 figures are released on 20 March 2007
Source: Consumer Prices Index Press Release    www.statistics.gov.uk
· 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
Headline RPI inflation is forecast to run at 3.0% for the third quarters of 2006, rising to 3.2% for the fourth quarter.  The average for 2006 as a whole is forecast to run at 2.9%, while the average for 2007 is expected to be 3.0%.
Inflation forecasts (annual % change, all items RPI), 2006/ 2007 

	 
	2006
	2007

	 
	Q4
	Year
	Q1
	Q2
	Q3
	Q4
	Year

	IRS average (%)
	3.9 %
	3.2 %
	4.1 %
	3.5 %
	3.0 %
	2.8 %
	3.4 %

	Range of forecasts (%)
	3.8% to 4.4 %
	2.9% to 3.5%
	2.9% to 4.7%
	3.0 % to 4.0%
	2.7 % to 3.5%
	2.4 % to 3.2%
	2.8 % to 3.7%


Source: IRS Pay Intelligence, October 2006.   (www.irsonline.co.uk)  from inflation forecasts produced by: Barclays Capital; CBI; Credit Suisse; Goldman Sachs; HSBC Markets; Oxford Economic Forecasting; Lehman Brothers; NIESR; Royal Bank of Scotland; and UBS.
Average Earnings Index- excluding bonuses 
	Average Earnings

(3 month average)

% change
	Whole Economy
	Private
	Public
	Manufacturing
	Services
	Private sector services

	Dec            2005 
	3.7 % 
	3.7 %
	4.1 % 
	4.1 %
	3.7 %
	3.5 %

	Jan            2006 
	3.8 % 
	3.7 % 
	4.1 % 
	4.2 % 
	3.8 %
	3.6 % 

	Feb           
	3.8 %
	3.8  %
	4.0 %
	4.4 %
	3.7 %
	3.5 %

	March      
	3.9 % 
	3.8 %
	4.0 %
	4.6 %
	3.6 %
	3.5 % 

	April  
	3.7%
	3.8 %
	3.5 %
	4.7 %
	3.5 %
	3.5 %

	May 
	3.8 % 
	4.0 %
	3.0 %
	4.7 %
	3.5 %
	3.7 %

	June         
	3.9 %
	4.2 %
	2.7 %
	4.9 %
	3.6 %
	4.0 %

	July
	3.7 % 
	3.9 %
	3.0 %
	4.7 %
	3.5 %
	3.7 %

	Aug 
	3.6 %
	3.7 %
	3.2 %
	4.5%
	3.5 %
	3.6 %

	Sept  
	3.5 %
	3.6 %
	3.2 %
	4.3 %
	3.4 %
	3.5 %

	Oct  
	3.7 % 
	3.9 %
	3.1 %
	4.4 %
	3.7 %
	3.9 %

	Nov (revised)
	3.8 % (r)
	3.9 % (r)
	3.1 % (r)
	4.4 % (r)
	3.8 % (r)
	4.1 % (r)

	Dec (provisional)
	3.7 % (p)
	3.9 % (p)
	3.1 % (p)
	4.3 % (p)
	3.8 % (p)
	4.1 % (p)


January 2007 figures are available on 14 March 2007
Source: Labour Market  Statistics Press Release (Table 16)   www.statistics.gov.uk 
These figures are the changes in the average seasonally adjusted index values for the last 3 months compared with the same period a year ago.  Average Earnings Index measures changes in gross earnings per person based on around 8,500 survey returns. It includes basic pay, overtime, shift payments, bonuses and profit related pay
Average Earnings 
[image: image1.emf] 

Hourly earnings

Excluding overtime, median hourly earnings of full-time employees on adult rates whose earnings were not affected by absence was £11.12 per hour in April 2006, up 4.2 per cent on 2005. Excluding overtime, the median hourly earnings of full-time men increased by 3.7 per cent, compared with 4.2 per cent for women.
Source: Annual Survey of Hours and Earnings 2006, National Statistics (www.statistics.gov.uk).

The Annual Survey of Hours and Earnings (ASHE) replaces and improves upon the old New Earnings Survey (NES), National Statistics has elected to use the median as the headline figure in the ASHE, rather than the mean (average). 
Pay Settlements

Manufacturing and services (LRD) 
Latest figures from the Labour Research Department (LRD) reveal that the median pay settlement level recorded on the LRD PayLine database rose to 3.3% for the three months to November 2006, up from 3.0% recorded one month previously. Broken down by industry sector, the median settlement level for the service sector ran at 3.1%, while the manufacturing median for this period was 3.7%. 
Source: LRD PayLine database, January 2007. (www.lrd.org.uk) 

Engineering and manufacturing (EEF)
Pay awards in engineering and manufacturing companies averaged 3.0% for the three months to the end of October 2006, according to the latest monthly report issued by EEF, the manufacturers' organisation (formerly the Engineering Employers' Federation). This rate is up 0.2 percentage points on the figure for the previous rolling quarter (the three months to September 2006), 2.8%. 

The average level of settlements for the rolling quarter to July 2006 is based on 156 awards covering 28,771 employees.

The EEF identifies "mixed signs" on pay in the current data: while the overall value of pay awards has risen, so has the number of companies reporting that they have frozen pay (to just over 5%) or deferred their pay award (to just over 2.5%).
Source: EEF, the manufacturers' organisation, December 2006 (www.eef.org.uk
IRS headline pay measure
 The median pay award - the midpoint in the range of increases - remains parked at the 3% benchmark rate, according to the latest analysis of pay awards from IRS.
The 3% median recorded for the latest rolling quarter - the three months to 30 November 2006 - remains static at a level that has dominated pay settlements for the past three-and-a-half years. However, the IRS analysis indicates that impact of upward pay pressures is being felt, with the upper quartile - above which 25% of all pay awards lie - running at 3.5% over the latest rolling quarter. Indeed, just under one-third (32%) of the sample is pitched at or above 3.5%.
Rising headline inflation (16098) and the continued impact of the October 2006 National Minimum Wage uprating are the primary factors exerting upward influence on pay awards.

Looking ahead to early 2007, IRS notes that some commentators are predicting a healthy bonus round in January 2007, which could exert further upward pressure.
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