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

	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 %

	Feb 2007 
	4.6 %
	3.7 %
	2.8 %

	March 2007
	4.8 %
	3.9 %
	3.1 %

	April 2007
	4.5 %
	3.6 %
	2.8 %


May  2007 figures are released on 12 June 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

IRS Pay Intelligence reported in April 2007 that its panel of experts sees headline inflation averaging 4% in the second quarter of 2007, down 0.4 percentage points on the first quarter. It is then expected to fall further over the remainder of 2007, to average 3.7% over the year.

Inflation forecasts (annual % change, all items RPI), 2007
	 
	2007

	 
	Q1
	Q2
	Q3
	Q4
	Year

	IRS average (%)
	4.4%
	4.0%
	3.4%
	3.1%
	3.7%

	Range of forecasts (%)
	4.1%-4.5%
	3.5%-4.3%
	2.8%-3.8%
	2.4%-3.7%
	3.2%-4.0%


Source: IRS Pay Intelligence, April 2007, from inflation forecasts produced by: Barclays Capital; CBI; Credit Suisse; Goldman Sachs; HSBC; 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

	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 
	3.8 % 
	3.9 %
	3.1 %
	4.4 %
	3.8 %
	4.1 %

	Dec 
	3.7 % 
	3.9 %
	3.1 % 
	4.2 %
	3.8 %
	4.0 %

	Jan          2007
	3.6 % 
	3.7 %
	3.1 % 
	4.0 %
	3.6 %
	3.9% 

	Feb (revised)
	3.6 % (r)
	3.7 % (r)
	3.1 % (r)
	3.7 % (r)
	3.7% (r)
	3.9 % (r)

	March (provisional)
	3.7 % (p)
	3.8 % (p)
	3.1 % (p)
	3.7 % (p)
	3.8% (p)
	4.0 % (p)


April  2007 figures are available on 13 June 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
Median earnings by Region (April 2006)

	Median gross earnings by region - hourly

	 
	Men £ph
	Women £ph
	All £ph

	North East
	10.85
	8.92
	10.05

	North West
	11.11
	9.79
	10.54

	Yorkshire and the Humber
	10.85
	9.24
	10.26

	East Midlands
	11.02
	9.20
	10.31

	West Midlands
	11.00
	9.57
	10.42

	South West
	11.11
	9.37
	10.38

	East
	11.74
	9.83
	11.00

	London
	15.88
	13.75
	14.88

	South East
	12.78
	10.52
	11.82

	Wales
	10.69
	9.31
	10.06

	Scotland
	11.30
	10.05
	10.76

	Northern Ireland
	10.18
	9.92
	10.04

	Great Britain
	11.88
	10.26
	11.24

	United Kingdom 
	11.83
	10.26
	11.21


Pay Settlements

Pay expectations (CIPD)
The median expected pay increase among employers undertaking a pay review during spring 2007 is 3%, according to latest research from the CIPD and KPMG. 
The survey, based on responses from 742 CIPD members, finds that 40% of respondents expect to conduct a pay review over the coming quarter. In contrast, the previous quarterly survey reported that just under two-thirds (61%) of respondents were planning to conduct a review this quarter.
More than one in three (36%) expect the pay award to be in the 3% to 3.5% range, while almost one in five (18%) say it will be worth between 3.5% to 4.5% range. In total, almost a quarter of participating employers expect pay to rise by 4% or more.

Nonetheless, the CIPD believes that pay expectations overall remain modest, and look set to remain this way. The CIPD comments: "The fact that the surge in price inflation in 2006 coincided with a period when the balance of labour supply and demand was conducive to modest average pay increases, and in the context of a less unionised workforce, has [...] enabled the economy to avoid the kind of inflationary 'pay-price spiral' some had feared."

Source: CIPD Labour Market Outlook Spring 2007 (www.cipd.co.uk).

Engineering and manufacturing (EEF)
Pay awards in engineering and manufacturing companies averaged 3% for the three months to the end of March 2007, according to the latest monthly report issued by EEF, the manufacturers' organisation (formerly the Engineering Employers' Federation). This rate is unchanged from that recorded for the previous rolling quarter (the three months to February 2007). 
The average level of settlements for the rolling quarter to March 2007 is based on 481 awards covering 73,260 employees.
Elsewhere, the EEF finds that the proportion of companies reporting that they have frozen pay fell slightly, to just under 7% of all settlements. The number deferring their pay award also fell slightly, to just under 3% of settlements.
EEF deputy director of employment policy David Yeandle states that: "As pay settlements have been stable at 3% throughout the main settlement period for manufacturing companies, the MPC should not be unduly concerned about rising pay settlement pressures in manufacturing." 
Source: EEF, the manufacturers' organisation, April 2007. (www.eef.org.uk)
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 3.6% for the three months to March 2007. Broken down by industry sector, the median settlement level for the service sector ran at 3.0%, while the manufacturing median for this period was 3.8%. 
Source: LRD PayLine database, April 2007. (www.lrd.org.uk) 

IDS pay settlement analysis
The latest data published by IDS show that the median value of pay reviews recorded for the three months to the end of March 2007 rose to 3.5% . IDS says that over a quarter of deals are set above 4%. 
Source: IDS Pay Report, May 2007. (www.incomesdata.co.uk/report/payset.htm)
IRS settlement analysis, March 2006 to March 2007*  

	Whole economy (Percentage increase in basic pay)

	 
	2006
	 
	 
	 
	 
	 
	 
	2007

	Three months to end:
	Mar 06
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec
	Jan 07
	Feb
	Mar

	Median increase by no. of pay reviews 
	3
	3
	3
	3
	3
	3
	3
	3
	3
	3
	3.5
	3.5
	3.5

	Median increase by no. of employees 
	3
	3
	3
	3
	3.1
	3.1
	2.7
	2.5
	2.5
	2.8
	3.5
	3.8
	3.6

	Mean increase by no. of pay reviews 
	2.8
	2.8
	2.8
	2.8
	2.8
	3
	3
	3.3
	3.2
	3.3
	3.4
	3.4
	3.4

	Upper quartile
	3
	3
	3
	3
	3
	3.1
	3
	3.5
	3.8
	3.9
	3.9
	3.9
	3.9

	Lower quartile
	2.5
	2.5
	2.5
	2.5
	2.5
	2.5
	2.5
	2.5
	2.8
	2.8
	3
	3
	3

	No. of pay reviews 
	278
	319
	314
	302
	122
	146
	143
	118
	88
	68
	186
	184
	206

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



Source: IRS Pay Intelligence , April 2007.
Ref:   Latest Inflation.doc/ GMB Research/ Ida Clemo/16-May-07
