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World economic outlook weakens

Real global GDP growth weighted at market exchange rates, annual percentage change
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Presenter
Presentation Notes
World economy has weakened. 

China a major concern.

Other emerging markets faltering – Brazil etc

Trade data very weak


Oil prices to remain low

Macrobond
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Supply and demand factors pushing down prices.

Supply increasing – Iran sanctions being lifted, Iraq reporting record high oil production, US rig count rising again after falling sharply
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...prolonging “noflation” in the West

Consumer Price Index (CPI) inflation
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Noflation – good for Western economies as it supports household spending power


(AL R AR

Timing of Fed rate rise will have huge global implications.

US Federal Funds Rate, %
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Presentation Notes
Significant risk that the Fed could raise rates too soon – could be bad news for emerging markets as money flows back to the States


UK Growth picked up in Q2 2015

Real GDP — quarter on quarter growth
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Source: ONS, Cebr analysis

Centre for Economics and Business Research, 2014
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UK data still generally solid


Business confidence has picked up following decisive election

outcome, though this may be turning again
ICAEW/Grant Thornton UK Business Confidence Monitor — Confidence Index
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Business confidence has picked up since the general election 


Consumer confidence has been rising amidst stronger earnings
growth and “noflation” UK

YouGov/Cebr UK Consumer Confidence Index
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Source: YouGov, Cebr
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Consumer confidence solid – supported by rising house prices and real incomes


Consumers should support solid growth in 2015 despite global

weakness
Annual % change in UK real GDP
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UK economy to grow by 2.6% in 2015, 2% in 2016 and then fall back to below 2%


Earnings growth has risen sharply since the start of the year...

Average earnings (regular pay), year-on-year % change (three month average)
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Private sector pay growth >3%

Public sector pay restraint holding back overall pay growth


Despite wage growth, rates should remain on hold until 2016

Bank of England Bank Rate, %
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With inflation close to zero and significant global economic risks the BoE is unlikely to move on rates until 2016


Deficit reduction could easily become a three parliament
problem with pressure maintained on council budgets

Public sector net borrowing, £ billions
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Chancellor pushed back the “surplus year” by 12 months in the July Budget. Not fiscal surplus until the very end of the current parliament.

We think weaker economic growth means that the government will still be running a fiscal deficit in the next parliament. 


The housing market has proven surprisingly resilient..

UK house prices, annual % change
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Source: ONS, Cebr

Centre for Economics and Business Research, 2014
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Short term housing market much stronger than we thought at the start of the year

Demand and supply factors pushing up prices


Lack of properties up for sale pushing up prices.

National Average Stocks Per Surveyor

Level Average Stocks Per Surveyor (Branch)
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Source: RICS Residential Market Survey

Centre for Economics and Business Research, 2014
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Astonishing collapse in supply of houses put up for sale


House price growth has slowed substantially in London, but
remains buoyant in rest of South, boosting wealth for homeowners

Annual growth in house prices, Q2 2015
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London converged with the rest of the UK.

People may be moving to the cheaper East/South East

Catch up growth in Northern Ireland. 
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