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UK inflation in April surged to 9 per cent, marking the

highest monthly increase since the 1980s
Urvish Patel

“Annual headline CPI inflation increased to 9.0 per cent in April from 7.0 per cent in March.
This marks the largest monthly increase since the 1980s due to the ongoing impacts of the war
in Ukraine. On the other hand, our measure of underlying inflation, which excludes extreme
price movements, only increased by 0.1 percentage point to 5.7 per cent in April from 5.6 per
cent in March. As the war continues to drive international energy and food prices higher, NIESR
forecasts annual consumer price inflation will peak in the fourth quarter of 2022 and remain
above target through 2023. Persistently high inflation and a forecasted shallow recession at
the end of 2022 means The Bank of England continues to sail in treacherous seas with a risk
of potentially deepening the recession if rates are hiked rigorously.”

Urvish Patel
Economist, Macroeconomic Modelling and Forecasting
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Main points

e Headline consumer price inflation increased to 9.0 per cent in April 2022 from 7.0 per cent
in March. Our measure of underlying inflation which excludes 5 per cent of the highest and
lowest price changes, increased to 5.7 per cent in April from 5.6 per cent in March.

e Between March and April, the Housing, water, electricity, gas, and other fuels contributed
1.59 percentage points to the headline figure.

e In April, 28.3 per cent of goods and services prices changed, with above 16,000 items
recording price increases, while 4.8 per cent of prices were reduced due to sales and 3.9
per cent fell for other reasons.

e Underlying inflation increased in 7 of the 12 UK regions in April. London’s underlying
annual inflation rate remained the highest at 6.7 per cent, compared to Wales which had
the lowest rate again at 4.6 per cent in April.

e As the war continues to drive international energy and food prices higher, NIESR forecasts
inflation to peak in the fourth quarter of 2022 and remain above target through 2023.

e Consumers will continue to be battered by the storm of a higher cost of living during a time
when real wages are being significantly eroded. We continue to expect the Bank of England
to raise interest rates through 2022, however there are significant risks that the Monetary
Policy Committee may deepen the recession NIESR expects at the end of 2022 if rates are
hiked rigorously.
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Figure 1 - CPI and trimmed mean inflation (per cent)
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Commentary

Annual headline consumer price inflation (CPI) increased to 9.0 per cent in the year to April
2022, up from 7.0 per cent in March. This was the largest month-on-month increase in inflation
since the 1980s! The largest contributor to the headline figure between March and April was
unsurprisingly housing, water, electricity, gas, and other fuels which contributed 1.59
percentage points to the headline figure. In April, OFGEM increased the energy price cap by
54 per cent in response to surging international energy prices because of the impacts of the
war in Ukraine.

On the other hand, NIESR’s measure of underlying inflation increased by only 0.1 percentage
points month-on-month to 5.7 per cent in April. At the regional level, in April annual trimmed
mean inflation increased in 7 of the 12 UK regions. Yet again, London recorded the highest
annual inflation rate of 6.7 per cent, compared to Wales which had the lowest at 4.6 per cent.

The war in Ukraine continues to drive international energy and food prices higher, which
increases the probability that inflation will continue to rise further, especially given the
likelihood of another hike in the energy price cap in October 2022. NIESR forecasts annual CPI
will peak in the fourth quarter of 2022 and remain above target through 2023. Persistently
high inflation means the Bank of England continues to sail in treacherous seas with a risk of
potentially deepening the recession NIESR forecasts for the end of 2022 if rates are hiked
rigorously. At the same time, consumers will be battered by the storm of a higher cost of living
during a time when real disposable incomes are forecast by NIESR to decline by 2.4 per cent
this year and growth is not forecast to return sustainably above zero until inflation is under
control. In 2022-23 we estimate that about 1.5 million households across the UK face food
and energy bills greater than their disposable income, with the highest incidence in London and
Scotland.

National Institute of Economic and Social Research niesr.ac.uk



https://www.niesr.ac.uk/blog/impact-energy-price-inflation
https://www.niesr.ac.uk/blog/impact-energy-price-inflation
https://www.niesr.ac.uk/wp-content/uploads/2022/05/UK-Economic-Outlook-Spring-2022.pdf
https://www.niesr.ac.uk/wp-content/uploads/2022/05/UK-Economic-Outlook-Spring-2022.pdf
https://www.niesr.ac.uk/wp-content/uploads/2022/05/UK-Economic-Outlook-Spring-2022.pdf
https://www.niesr.ac.uk/wp-content/uploads/2022/05/UK-Economic-Outlook-Spring-2022.pdf

Monthly CPI Tracker

(Y E\

Figure 2 - Price decreases due to sales, decreases due to other reasons, and increases (per cent)

40
35
30
25

20

10
5

0
2015 2016 2017 2018 2019 2020 2021 2022

M Price decreases due to sales ™ Price decreases due to other reasons Price increases

National Institute of Economic and Social Research niesr.ac.uk




Monthly CPI Tracker

(Y E\

Table 1 - Regional trimmed mean inflation (per cent)

2022 | ]
Region | Mar | Apr :I/Ia Jeun Jul Aug | Sep | Oct | Nov | Dec | Jan | Feb II}Aa Apr
London | 0.7 |22 |33 |37 |39 |27 |25 |29 |43 50 |52 |61 |64 |67
ggstth 0.2 0.7 1.2 1.6 1.5 1.7 | 1.3 1.8 | 3.2 3.8 41 50 |52 >4
south 0.2 0.9 0.9 1.6 1.3 18 |15 | 21 34 4.3 4.3 51 |57 37
West
East. 0.0 | 0.2 04 |09 |06 14 | 1.3 1.8 | 3.5 3.9 4.3 53 | 57 2.6
Anglia
East 5.9
Midlan |15 (09 [09 |12 |08 |21 |19 |24 |36 |44 |46 |53 |57
ds
West 6.7
Midlan |05 (0.8 |14 |17 |16 |22 |22 |26 |40 |46 |53 |60 |63
ds
Yorkshi 5.6
re and
the 08 |09 (10 |11 |10 (14 |14 |21 |31 38 |40 |50 |54
Humbe
r
North | 51 (04 |08 [09 |06 |15 |15 |17 [29 |38 |41 |50 |56 |°°
West
North 12 |07 |06 [13 |11 |18 |18 |24 |34 |38 |44 |46 |51 |49
Wales 22 |13 |12 |17 |18 |18 |17 |23 [30 |34 |34 |42 |49 |46
jwt'a" 02 |09 |12 |14 |12 |11 |12 |19 |34 |41 |46 |53 |57 |°7
Northe 5.0
m 1.5 1.2 1.7 1.7 1.5 1.7 | 14 1.5 24 3.0 36 |44 |51
Ireland
United 57
Kingdo | 0.6 | 0.9 1.2 1.6 1.4 1.6 | 1.6 |21 34 4.0 4.3 51 | 5.6
m

Note: Our measure of trimmed mean inflation excludes 5 per cent of the highest and lowest price changes. The level of trimmed

mean inflation is typically lower than CPI inflation due to differences in how the largest price changes are treated and to how the
prices are weighted. Source: ONS, NIESR calculations.
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Notes for Editors

This analysis builds on the work presented in the National Institute Economic Review, which
constructs a measure of trimmed mean inflation based on the goods and services prices that
underlie the consumer price index.

Our next analysis of consumer prices will be published on 22 June.

For further information please contact the NIESR Press Office: press@niesr.ac.uk or Luca Pieri
on 020 7654 1954 / l.pieri@niesr.ac.uk

National Institute of Economic and Social Research
2 Dean Trench Street

Smith Square

London, SW1P 3HE

United Kingdom

Switchboard Telephone Number: 020 7222 7665
Website: http://www.niesr.ac.uk
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