National
Institute of

l ' l I I I | Economic and
ll l l I l l i Social Research

BUSINESS CONDITIONS FORUM

13-04 -2022

The NIESR Business Conditions Forum is funded by an ESRC Impact Acceleration Account

Economic
and Social
Research Council




BUSINESS CONDITIONS FORUM

Welcome: Stephen Millard (NIESR)

The economic impact of the war in Ukraine: Corrado Macchiarelli (NIESR)
The UK labour market: Kemar Whyte / Stephen Millard (NIESR)

The outlook for UK inflation: Huw Dixon / Stephen Millard (NIESR)

Close - refreshments served in the Conference Room
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BUSINESS CONDITIONS FORUM

CHATHAM HOUSE RULES

Information disclosed during a meeting may be reported by
those present, but the source of that information may not be
explicitly or implicitly identified.

Brief minutes of the Forum are posted on the NIESR website but names and specific
information/data are excluded.
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BUSINESS CONDITIONS FORUM

Latest NIESR GDP tracker

Q1 nowcast: 1.0%
Q2 nowcast: 0%

NIESR Spring UK Economic Outlook:
to be published 10th May
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The Russia-Ukraine Shocks

The National Institute Global Econometric Model (NiGEM) a trade-linked
global economic model covering 60 countries and regions.
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The Effect of the Conflict on the UK Economy
and Inflation

Reduce GDP growth by around 0.8 per cent to 4.0 per cent in 2022
Growth just above zero in 2023.

These estimates are being revised in the May forecast round.

After Russia-
Ukraine conflict

Winter 2022

GDP : : :
Inflation 4.6 2.5 7.1 3.5

National
In t‘ltt f

”IIII ccccccccc
l|'ll|| Social Researc|



AWE - NIESR Wage Tracker

Latest ONS estimates suggest wage
rises are running at around 5.4 per
cent, but inflation running at over
6.0 per cent - real squeeze.

Our wage tracker predicts that
average weekly earnings growth will
grow at 6.2 per cent in the second
quarter of 2022.

Tracker suggests growth in private-
sector regular pay will remain
unchanged in second quarter of
2022, compared to 3-month to
February 2022.

Av erage Weekly Earm'ngs

Whole economy

Private sector

Public sector

L gtect waiphts oo 82 g
Regular Total |Regular Total |Regular Total
% change 3 month average year on year

Jan-21 412 48 4.0 47 47 448
Feb-21 44 44 40 41 512 52
Mar-21 4.6 43 42 41 5.5 5.5
Apr-21 5.7 5.7 5.7 6.0 48 5.0
May-21 6.7 74 72 82 37 39
Jun-21 74 88 8.4 oz 8 28
Jul-21 6.8 8.3 78 o8 25 25
Aug-21 6.0 73 6.8 8.3 27 26
Sep-21 5.0 6.0 5.5 Bt i 27
Cet21 43 5.0 47 5.4 e 28
Mow-21 39 42 41 4.5 e 26
Dec-21 37 45 4.0 5.0 27 27
|an-22 39 48 41 5.3 24 23
Feb-22 4.0 5.4 4.4 6.2 24 20
Mar-22 432 57 47 6.7 26 22
Apr-22 41 6.3 45 7l 3l 28
May-22 432 6.5 4.5 72 32 34
Jun-22 432 62 4.4 6.7 3.2 35
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CPI Inflation

1% Future Inflation with Simple Drop Out with VAT and OFGEM increases no seasonality

Actual "Predicted"
9%

8% Inflation Peaks in April 2022 at
7.7% in April under the High

7% scenario and 7.9% in July under
the Very High scenario. under

% the Sanctions scenario it will N N
reach 9.8% in january 2023 .

5%

OFGEM energy price April
2022 and September 2022.
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Monetary Policy Dilemmas

Inflation surges when inflation already high and policy slack...
... which leads to areal income squeeze

Question is how will wages respond?

Raising rates will push down on inflation...

... but could lead to a recession

Temptation not to raise rates in a war setting (but late 60s/early 70s)
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www.niesr.ac.uk/wp-content/uploads/2022/03/PP32-Economic-Costs-Russia-Ukraine.pdf
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