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Presenter Notes
Presentation Notes
Start with smiley face.. 
Human ability innovate and improve astonishing..
Lead to LT economic growth.
Last few hundred years, before that most human roughly same standard of living for centuries.
Most negative presentation ever was post budget breakfast literally a few days before first lockdown.

Talk ourselves into depression. Keynaes Animal Spirits,,  emotional mindset that can drive or hamper eocnomic growth…
Confidence… positivity
“Most, probably, of our decisions to do something positive, the full consequences of which will be drawn out over many days to come, can only be taken as the result of animal spirits – a spontaneous urge to action rather than inaction, and not as the outcome of a weighted average of quantitative benefits multiplied by quantitative probabilities.” (161-162) – J.M.Keynes, General Theory (1936).

Conern right now is a long period of slow decline.
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Warand Plague

Death,Destruction Debt and Destabilisation
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Presenter Notes
Presentation Notes
To misquote Russian Author Tolstoy’s masterpiece.. War and Plague
Not War and Peace..
Wanted to weaken the West and cause massive global problems, duo couldn’t have done a better job.
Not one for consipiracy theories, but timing perfect.
Just as recovering from GFC.  10 years on. From a failure of the capitalist system.  Both these leaders govern communist states.. 
Had plague originating in China.
War originating in Russia.
Both have which have done huge damage.
People died and are still dying
Economies not quite destoyed and some businesses destroyed, never to rise again
Hugh amounts debt created both government and business.
Inflation from war / cost of living crisis caused huge political destabilisation – level strikes not seen for decades.. All round the world and not just the UK. 
Astonishing devastation created by duo in just three years.
Putin couldn’t have timed the war better.. Populaiotns just coming out of covid.. And criticising their governments response… when goes to war.
Just when western governmetns hugelky indebted from covid and GFC – may find it difficult to justify to their populations supporting Ukraine – corrupt autocracy.. 

Aim to damage the West bring down the pwoerful eocnomies, – great job.
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Cost of Covid

Impact GDP:
 Larry Summers “$16trillion virus”
« IMF “$12.5trillion estimate and rising”
« Economist “$10trillion in 2020/21”
Government debt:
* UK economic government support cost between up to £370bn
* EU recovery package E2.4tn
Business DeDbt:
* UK company insolvencies rise to 13 -year high
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Presenter Notes
Presentation Notes
Almost impossible to quantify the lost economic output from covid… trillions.. 
IFS UK economy 10 % lower in 202 than 2019…  buggest 300 years…
People without jobs and money to sujport families – poorest people in world.
Poor governments cant fund healthcare and educaiton.
Developing countries defaulting on their debts – wave about to happen.


Covid-19: Cost tracker update (+ Spending Review) (parliament.uk)
Spending
Not include collapse tax revenue and lost economic growth.
Added debt pile. (currently £2.4tn)  worst year GFC was deficit £150bn
Scale government debt created to protect businesses and jobs enormous and drawfs cost GFC.
(Greek bailout package E290bn loans)


UK company insolvencies rise to 13-year high | ICAEW
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Presenter Notes
Presentation Notes
Never stop looking at this chart..
During 2000s debt to GDP average about 35%.
Rules EZ limit 60%
After GFC got to about 80% GDP
Post Covid 100% GDP
20 years.

Back to debt levels see in war time.
Take decades to reduce debt, requires GDP growth
Limits our country’s ability to spend on better education, NHS, police service, national defense..
Vulnerable to the generosity of strangers.
Liz Truss debale – when become this indebted, those that need borrow from become key players in determing how the country is managed.
Debate – do financial amrkets have too much power?
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Inflation...
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Presenter Notes
Presentation Notes
Geopolitics later..
Not insignificant.
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Huge increase m energy costs abating

| November Report

Dashed lines: November Report futures curve

Dmtted lines: latest futures curve
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Source: Bank of England
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Presenter Notes
Presentation Notes
Gas prices went up ten fold.
Energy costs rose.
Energy used in all businesses.
Forget about household energy bills..  Business problem. 

Good enws is that Europe done great job of switching to alternative suppliers for its energy.. Italy and Germany in particualr hugely reliant on Russian gas… impressive.
Still buying and stillf udnignwar.
Benefitted from mile wueopean winter. 
seven European countries recorded their highest ever January temperature on New Year’s Day
Longer term challenge of global warming


Good news is that prices fallen – market working – higher prices cuased people and businesses to use less energy.
Now wfh with my gloves on.
Whole family got oodies.

Centrica lost £2.4bn hedging for this.
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Impact of Energy on Inflation

Projection

CPI inflation

17

Source: Bank of England
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Not just energy

Indices: 3 January 2022 = 100
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Presenter Notes
Presentation Notes
Boss of dairy company Arla state that peak food price inflation may well be over..



Inflation falling...

B Other goods M Food and non-alcoholic beverages
B Energy B Services

UK us
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Presenter Notes
Presentation Notes
Services versus good inflation
Stick versus non sticky inflation
Expectations – Tesco row about FMCGs firms trying it on with price rises..
Worry that inflation figures don’t capture.
Bottle of lemonaid – CO2 shortages gone from 30p to 60p.
Free range whole chicken for my Sunday night roast after swimming gown from £6 to £11 and its half the size.
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Bank of England forecast — Inflation to fallrapidly

Percentage increase in prices on a year earlier
14
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Source: Bank of England
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Presenter Notes
Presentation Notes
End of 2023 inflation fall to 2%.
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Survey - Inflation

*<2% (very low inflation) O
«2-3% (controlled and back on target)
*>4% (inflation is back)
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Presenter Notes
Presentation Notes
Inflation next 2-3 years

Back to 2-3% this was a once off and temporary peak to inflation and going back to low inflation past 30 years. 
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Since covid over 50s left the labour force..
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Presenter Notes
Presentation Notes
Older people in 50s left labour market
Change in activity since 2019
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Shortage of Labour...

- = Estimated potential participation in November 2021
— Actual ﬁarticipatinn

Per cent
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Presenter Notes
Presentation Notes
Labour force particpation.

Latest data already shows that some people in 50s returning to work.
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Wage growth

London bus drivers end strike action after
securing 18% pay increase

Nurses’ union suggests Government meet it
halfway on 19% pay rise demand

The union could be willing to accept a pay rise of about 10%.

The NASUWT has confirmed to governments and employers in England, Scotland and Wales that we are in

dispute over their failure to pay all teachers a minimum 12% pay award this year.
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The jobs with mflation-busting pay rises

Most salaries are failing to keep pace with the soaring cost
of iving,but a few occupations stand out

» Sales (+20%)

* Nightclub bouncer (+15%)
* Chef (+15%)

« HGV driver (+14%)

* Recruiter (+13%)
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Presentation Notes
Telegraph article
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* 0-5% wage growth
o G

*5-10%
*>10%
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Presenter Notes
Presentation Notes
Wage price spiral
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Backtothe 70's?

Chart 6: RPI inflation against output gap mismeasurement two years earlier,
1966-97

Per cent

Inflation

15 4
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Presenter Notes
Presentation Notes
WP 148 (bankofengland.co.uk)

Massive uncertainty.

In the 1970s inflation became entrenched through a self-reinforcing “wage-price spiral” in which higher costs led to higher wage demands, which resulted in rising costs. Since then, labour markets have experienced several structural changes that make a wage-price spiral much less likely. 
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Mortgage rates fallen since "Trussonomics” debacle

Per cent

@ o6

90% LTV mortgage

75% LTV mﬂrtgag_e | - 5

Fixed-rate
savings bond

7
6
5
4
3
2
1
0

|
= O = N W & O O -~

Two-year OIS

|
—

Sep Jan May ISep Jan May ISep Jan
21 22 28



Presenter Notes
Presentation Notes
Two year fixed
Two year savings bond
Two year ois



Rates are mnormalsmg'after 15yrs of ZIRP

Average 1998-2007  Average 2010-2019

Bank Rate 5% 0.5%

Independent forecasts:

2022 2023 2024 2025

Base rate |2.8% 4.4% 3.7% 3.4%
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Slump....
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Presentation Notes
Changes in GDP since pre recession peak…
OBR: Rising prices erode real wages and reduce living standards by 7 per cent in total over the two financial years to 2023-24 (wiping out the previous eight years’ growth), despite over £100 billion of additional government support. The squeeze on real incomes, rise in interest rates, and fall in house prices all weigh on consumption and investment, tipping the economy into a recession lasting just over a year from the third quarter of 2022, with a peak-to-trough fall in GDP of 2 per cent. Unemployment rises by 505,000 from 3.5 per cent to peak at 4.9 per cent in the third quarter of 2024.

OBR: The medium-term fiscal outlook has materially worsened since our March forecast due to a weaker economy, higher interest rates, and higher inflation (the latter largely due to global factors, so raising public spending much more than it boosts tax bases). Based on policy as it stood in March, government borrowing would have been £108 billion (3.7 per cent of GDP) in 2027-28 and underlying debt would have been rising in every year. Of the £75 billion increase in the pre-measures deficit in 2026-27 relative to March, almost two-thirds is due to higher debt interest costs from higher interest rates, with the energy-shock-driven loss of receipts and the inflation-driven rise in welfare spending the other major factors. 
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Consumption comes to the rescue

“Too many of us now tend to worship self

indulgence and consum ption.”

ONS forced saving durmg covid approxm ately £140bn.
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Presenter Notes
Presentation Notes
Avings ratio (ex penssions) still positive.
Households still saving in total.
24% savings ratio in lockdown mid 2020 to 0% in 2023
0.5% point from 2025 onwards. 

Consumption expected to be a big drag to eocnomy iin 2023 2024 and 2025..

Feb 7th: Total retail sales rose by 4.2% year-on-year in January, around half December’s pace and down from 11.9% growth a year earlier, the British Retail Consortium and consultancy KPMG said in a Feb. 7 report

14th Febtr – Tui record bookins – UK holiday makers seek summer sun
TUI Travel sees record bookings as holiday makers race for the sun | Evening Standard

UK airfares prices increase as demand outstrips supply
UK air fares jump by record amount as Brits rush to book summer holidays - Mirror Online

Booked summer car hire greece this summer cost me £650 two weeks – almost double what paid before.



Flow of money mto household savings.. .(in
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Presenter Notes
Presentation Notes
Flow of money in Billions into household desposite close to historical averages recently..
Could get to spedning savings to maintain standard of living. 
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Presenter Notes
Presentation Notes
The GfK Consumer Confidence indicator in the United Kingdom rose to -38 in February 2023 from -45 in the previous month, topping market estimates of -43 and pointing to the highest reading since April 2022. The seven-point increase was the biggest monthly improvement in nearly two years. However, the print remained much weaker than the -7 number hit in February 2020 before the COVID pandemic. Households' assessment of their personal finances compared to a year ago (-26 vs -31 in January) and over the next 12 months (-18 vs -27) strengthened. Also, consumers' views toward the current country's economic situation (-65 vs -71) and the country's economic situation over the coming year (-43 vs -54) were less negative. In addition, intentions to make big purchases grew slightly (-37 vs -40). "However, many challenges remain and this may be nothing more than a bubble of hope - and bubbles always burst," said Joe Staton, GfK's client strategy director

 
For immediate release         
March 1, 2023 
  
BoE Money & Credit data: Mortgage borrowing slumps and credit card debt jumps
 
·       Net mortgage lending to individuals decreased from £3.1 billion to £2.5 billion in January. 
·       Net mortgage approvals for house purchases decreased to 39,600 in January from 40,500 in December, marked the fifth consecutive monthly decrease in mortgage approvals. If the onset of the Covid-19 pandemic and period immediately thereafter is excluded, this was the lowest approvals since January 2009 (32,400). 
 
What this means for mortgage borrowing and property prices 
 
Alice Haine, Personal Finance Analyst at Bestinvest, the DIY investment platform and coaching service, comments: 
 
“January’s money and credit data highlights how higher interest rates continued to dampen economic activity at the start of the year, with the dip in mortgage borrowing to £2.5 billion from £3.1bn in December reflecting the weaker housing market at the start of the year as buyer demand eased in the face of higher borrowing costs, persistently high inflation and falling real wages.  
Mortgage approvals also slumped, falling to 39,600 from 40,500 - the lowest level since the heigh of the financial crisis -a s affordability remained an issue for many buyers despite the financial market turbulence in response to the ill-fated mini-Budget melting away and mortgage rates easing from their October highs. 
The gloomy mortgage data comes as UK annual house prices fell at their sharpest pace since November 2012, according to the latest Nationwide House Price Index, with prices dropping 1.1% in February compared with the same month last year. In a further blow February also saw a further monthly price fall of 0.5% – the sixth decline in a row – leaving property prices 3.7% below their August peak. 
With interest rates still at risk of rising from here, as the tight labour market increases fears that inflation may not decrease as fast as hoped, mortgage rates may come under fire once again. While a flurry of cheaper fixed-rate mortgage deals below the 4% mark in recent weeks offered hope that more respite was on the way, lenders are now treading more cautiously with expectations that fixed-rate reductions may now go into reverse as wholesale swap rates – the interest rate at which banks lend to one another – creep up once again. 
It means affordability will remain the big challenge for first-time buyers, despite the slight fall in property prices, as they must also contend with higher household costs and dwindling real incomes.  Meanwhile, with 1.4 million people on fixed rates expiring this year facing the reality of much higher repayment costs when they secure new deals, the recent run of weak house price data is likely to continue in the months to come.” 
 
What this means for borrowers 
 
Consumers borrowed an additional £1.6 billion in consumer credit, on net, compared with £0.8 billion borrowed in December. This was split between £1.1 billion of borrowing on credit cards and £0.5 billion of borrowing through other forms of consumer credit.  
 
Alice Haine says: “When you consider the many challenges on household budgets, it’s no wonder more consumers are turning to credit to meet their everyday needs, with credit card borrowing jumping in January to £1.1 billion. Pandemic savings are all but depleted for many, and despite many consumers drastically reining in expenditure in a bid to ensure they can meet their bills, significantly higher mortgage payments and household bills can still come as a shock as the reality of a dwindling disposable income sinks in. 
Inflation may have eased to 10.1% in the 12 months to January from its October peak of 11.1%, but it remains in double-digit territory with the cost-of-living crisis still very much with us. Energy prices may also be on the slide but with the Government's Energy Price Guarantee expiring in April, consumers still face a 20% jump in their energy bills unless Chancellor Jeremy Hunt offers a last-minute reprieve in his Spring Budget as rumours suggest. With council tax rates and other household bills also set to rise next month, food prices still on the climb – in addition to the triple hit of planned tax rises, falling real pay and rising mortgage costs - consumer budgets remain under pressure. 
Those turning to credit cards to meet their higher living costs should tread very carefully. While credit cards used the right way can be a cost-effective short-term borrowing option, this only applies if you have the funds to clear the balance in full the following month. 
For those living outside their means on a regular basis, it is time to adopt a fresh approach to household finances, finding ways to cut expenditure and manage debts before they creep out of control. Those with a niggling credit card debt they can’t pay off could consider a 0% balance transfer option. These credit cards offer a set term where no interest is applied on a balance transfer - reducing the cost of the credit and the risk of the debt compounding out of control. Take note though, a balance transfer fee is likely to be applied to the amount transferred and these types of cards are only cost-effective if the debt is cleared before the 0% term expires. 
While retreating energy prices and easing inflation offer some hope that the cost pressures will come to an end, households should still look to pay down debt, build up savings and live within their means to ensure their budgets can navigate around any further financial roadblocks ahead.” 
 
What this means for household savings 
 
Households deposited an additional £3.5 billion with banks and building societies in January, compared to £3.3 billion in December. 
 
Alice Haine says: “Rapidly improving savings rates have been the one bright spark in the cost-of-living crisis, delivering some cheer to savers that like to hold their money in bank and building society accounts. However, despite rates hitting highs not seen in well over a decade, double-digit inflation is still with us meaning the returns on any cash holdings are deeply negative in real terms.  
Despite this reality, households added £3.5 billion to bank and building society accounts in January – a slightly higher figure than December’s £3.3bn – a reflection of the desire to rebuild depleted savings pots and cash in on higher interest rates. With consumers increasingly anxious about the economic uncertainty, ensuring they have enough set aside for life’s unexpected expenses could see households save a larger share of their incomes this year – in turn delivering another hit to household consumption. 
While the BoE may still increase interest rates in the coming months as it looks to curb inflation once and for all, the upside for savers is that rates could improve further. Whether interest rates rise in the near term or not, those who have not shifted their money from low-interest accounts with high-street lenders – a hangover from the era of ultra-low rates – should take action now to avoid missing out. With high inflation still gnawing away at savings pots in real terms, moving the money to a higher interest-bearing account will soften the blow. 
While saving money in a competitive easy-access account is a good place for an emergency fund to cover any unexpected expenses, those with larger sums that don't need to be accessed for more than five years should consider topping up their Individual Savings Accounts (ISAs) or pensions in the run up to the end of the tax year at midnight on April 5. This is particularly relevant for those who hold large sums in cash savings accounts whose money might now be at risk of busting their Personal Savings Allowance of £1,000 for basic rate taxpayers, £500 for higher rate taxpayers and £0 for additional rate taxpayers thanks to higher interest payments. 
Maximising tax allowances has never been more important following Chancellor Jeremy Hunt’s decision to freeze most personal tax allowances in his Autumn Statement in November as well as lower the threshold for the highest 45% income tax band to £125,140 from £150,000. In addition, sharp reductions in the annual Capital Gains Tax exemption and annual tax-free dividend allowance mean even more people will be being drawn into the higher tax bands. 
That’s why moving money into tax wrappers, such as an ISA or a workplace or private pension is a compelling and legitimate way to reduce a high tax liability, with money invested not only benefiting from tax-free income and capital gains but also from the compounding effect of growth over time. Up to £20,000 can be stored in an ISA – an allowance that must be taken advantage of before the tax year ends at midnight on April 5 because it cannot be rolled over to the next tax year.  
Sums in addition to this can be used to top up a workplace or personal pension which comes with the added benefit of generous tax reliefs making it one of the most tax-efficient forms of saving. This is automatically granted on taxpayers’ pension contributions at 20% of the amount going in, while higher rate taxpayers can claim back an extra 20% of the sum deposited and additional taxpayers an extra 25% - just remember you cannot access that money until 55 (rising to 57 in 2028).” 
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GDP Forecasts

Averages Projections

1998 2010— 2020 2023

2007 19 21

World GDP

(UK-weighted) (c] 3 2%a Ya 3 (2%) 1(1) 1% (113) 2(2)
World GDP

(PPP-weighted) (d) 4 3% 1% 3% (3) 2% (274) 3% (3) 3% (3%4)
Euro-area GDP '* 2% 1% -V 3% (3%4) 0 (0) ¥a (0) 1% (1%4)
us cop 1 3 2% 1% 2 (1°4) ¥a (4) 1% (174) 1% (2)
Emerging market GDP

(PPP-weighted) @) 5 5 2% 3% (3%4) 3% (3%4) 4% (474) 4% (4%4)
of which, China GDP () 10 TV 5% 3 (3'4) 3% (44) 6 (5) 4% (5)
uk cop " 2% 2 1% 4 (4%) -Ya (-1%2) -Va (-1) Ya (V2)
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Productivity

Productivity level {GDP per hour) International comparisons
Index where Q4 2007 level =100
110 -~ In 2021, ranked on GDP per hour worked, the UK came fourth highest out of
the G7 countries, with the US top and Japan bottom. UK productivity was
100 around 20% below the US.
E VR Productivity (GDP per hour), 2021
US$ (purchasing power parity)
E'D | T T
2000 2005 2010 2015 2020 L
80 -
Historically, UK labour 60
productivityhas grown by 40
around 2% peryearbut since 20
the 2008/2009 recession it q
has I'iSGIl m ore SlOle United Germany France  United Italy Canada  Japan

States Kingdom
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The UK’s Productivity Problem

Per cent
12 1997-2007 averages

10
1972-96 averages

2010-19 averages

l

Manufacturing

79 386
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Productivity growth was driven by excpetionally high growth in the manufacturing sectgor in the decade prior to the financial crisis and has slowed since..  

Annual growth in outpuit per hour for the whole economy and the manufacturing sector
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* OECD PISA report:

* Reading: UK ranks 14*behind China, South Korea,
Sweden,Poland and the US

e Maths:UKranks I8h"behind Chma,south Korea,
Netherlands, Swizerland

*Science:UKranks M"behmd Chma,Japan,South
Korea,Canada.
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* 0-5% wage growth
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*5-10%
*>10%

cobra 23 | EMBRACING (o]
Conference | UNCERTAINTY cobra network ¥


Presenter Notes
Presentation Notes
Inflation next 2-3 years



-—
-.

Q“ ff“l-- \/— }\I\ |\l\\f“ ff‘-l-:'\;\‘/—““'--" S I\ ,\l\ 'f ff“--\:-/— N |\‘—'—:;‘N/“ ff"l-:\\‘/—"“'-" NYLAY '\l\\/l U"-—\}/—"—""*—- y K I\—\!Nf” ff"l-—‘\:t‘/_"“"-..w Nl L
=\~ 7 L NACS —u\//' | NAESS —\X 1,/ | NMA = | AN =\X1,7 1N A
"'-A//‘:\l\ ///\\ Z"’\_ I\/////\\ﬂ\ ///\ / / L/ i/ /// \// |\"’%"’-\Ii:§ 1\ ///\\/!.--/\—_ | A/\ 1\ //’//\\// I\%‘-\IL/R\I\ ///\\\//ﬁ\—_n |\1

Geopolitics

The world is going to become increasingly polarised with China/ Russia / Iran? On one
side and the Western countries on the other.
Microchips are the coaland steelofany future conflict.
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Whole hour discussing Chinese threat to world order.desire invade Tiawan – imprtant centre for ship manufacturing in world.

Second world war – steel and coal were key.

Now its microchips – access to make them 

Brutallly repressive regimes..
Technologyb allowing even more control over their populations.

Shangai police use smart glasses with facial recognition sofware installed.
Chinese Police Add Facial-Recognition Glasses to Surveillance Arsenal – WSJ

World pollute falisifed data. Fake videos spyware.
Media destroyed internet
State UK newspapers – underfunded.
Climate change
Mass migrqation
Aging population

Increasing polarisation in world –
China and Russia and Iran 
autocracies.
Battle control of hearts and minds in rest of worlkd.
Alternative global financial system, alternative  reserve currency

South china sea.

Tech arms race.

Americans been in role of global sheriff 100 years.. No longer.


China – aging population peak 1.5bn in 2029 and then population fall.
 end of growth.. End of constant imrpovement to standard of lviing – 
CCP – party survive and country stabiloity – only things tnat matter.
Only 25% of chinese speak mandarin.
Loose federation of states… 
Decoupling. 

Nothing can stop china militarily invading Taiwan.
Threat of retailiatory sanctions of chinese trade. 
As country slwos this is when it becomes dangerous politically. 
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Britain Wargames a Crash Far Worse
Than Covid If Chip Supplies Are Shut Off

Everything from energy security to medical treatment would be at risk — and Brexit has
left the UK with fewer options than other western countries.

LIVE Of BLOOMBERG
Watch Live TV me
Listen to Live Redio

iustration by Steph Dawdson
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https://www.bloomberg.com/news/articles/2023-02-16/global-chip-crunch-taiwan-attack-could-hit-uk-worse-than-covid?srnd=premium-uk&sref=7O1XFhIS


Business interruption insurance..
Any of your cleints need chips in manufacturing, get them to read this article.. Although many well understand the sensitivities already..
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Short Term Long Term
» Negative Risk: that inflation * Interest rates normalised
remains persistently high * Debt overhang
* Positive Surprise: that the economy » Stagnant economy
is stronger than expected (due to » Shortage Labour
strong consumption) * Investment and Productivity
« Both mean higher interest rates * UK vulnerable

» Geopolitical risk
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Summary

Chart 3.6: Goods trade with the EU has been weak
Trade in goods @
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Table 1 Averages of other forecasters'central projections®

2024 Q1 2025 Q1 2026 Q1

CPlinflation® 39 2.20 2.0

GDP growth © 0.1 1.6 1.9

LFS unemployment rate 4.6 4.5 4.3

Source: Projections of outside forecasters as of 20 January 2023.

(a) For 2024 Q1, there were 22 forecasts for CPI inflation, 22 for GDP growth and 22 for the unemployment rate. For 2025 Q1, the re were 16 forecasts for CPI inflation, 16 for
GDP growth and 15 for the unemployment rate. For 2026 Q1, there were 11 forecasts for CPI inflation, 11 for GDP growth and 11 for the unemployment rate.

(b) Twelve month rate.

(c) Four -quarter percentage change.
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Realmcome hit by mflation

Per cent
10

Real post-tax household
income growth November Report

2007 09 11 117 119 21
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