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SUSTAINED LOW INFLATIONSUSTAINED LOW INFLATION
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SUSTAINED LOW INFLATIONSUSTAINED LOW INFLATION
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HISTORICALLY LOW BASE RATESHISTORICALLY LOW BASE RATES
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STRONGER AND STABLE STERLINGSTRONGER AND STABLE STERLING
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SUSTAINED GDP GROWTHSUSTAINED GDP GROWTH
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A STABLE MACRO ECONOMYA STABLE MACRO ECONOMY……....
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LEADING TO BASE RATE STABILITYLEADING TO BASE RATE STABILITY
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STEADY EMPLOYMENT GROWTH ANDSTEADY EMPLOYMENT GROWTH AND
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HISTORICALLY LOW UNEMPLOYMENTHISTORICALLY LOW UNEMPLOYMENT
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WHICH WAY FROM HERE?WHICH WAY FROM HERE?
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INFLATION: HOW BIG A PROBLEM?INFLATION: HOW BIG A PROBLEM?



INFLATION PRESSURES BUILDING, INFLATION PRESSURES BUILDING, 
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OIL PRICE RISES FUEL INFLATION

0.00

10.00

20.00

30.00

40.00

50.00

60.00

70.00

Jan-
00

Jul-
00

Jan-
01

Jul-
01

Jan-
02

Jul-
02

Jan-
03

Jul-
03

Jan-
04

Jul-
04

Jan-
05

 July
2005

Jan-
06

Jul-
06

US$

West Texas Crude, US$ per barrel



ENERGY DOMINATES THE CPI RISEENERGY DOMINATES THE CPI RISE
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CORE INFLATION STILL WITHIN TARGETCORE INFLATION STILL WITHIN TARGET
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SO INTEREST RATES WERE RAISEDSO INTEREST RATES WERE RAISED
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AVERAGE EARNINGS GROWTH STABLEAVERAGE EARNINGS GROWTH STABLE
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SPENDING UNDER PRESSURESPENDING UNDER PRESSURE



CONSUMERS THE DRIVING FORCECONSUMERS THE DRIVING FORCE
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BUT UNDERPINNED BY BORROWING BUT UNDERPINNED BY BORROWING 
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LEADING TO AN UNBALANCED ECONOMYLEADING TO AN UNBALANCED ECONOMY
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BUT NOW A SPENDING SQUEEZE BECAUSEBUT NOW A SPENDING SQUEEZE BECAUSE
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THE £1 TRILLION DEBT MOUNTAIN,
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THE RISING TAX BURDEN ANDTHE RISING TAX BURDEN AND
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NOW UNEMPLOYMENT IS EDGING UPNOW UNEMPLOYMENT IS EDGING UP
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WEAKENING CONFIDENCE,WEAKENING CONFIDENCE,
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WHAT ELSE IS THERE?WHAT ELSE IS THERE?



PUBLIC FINANCES STRETCHEDPUBLIC FINANCES STRETCHED



GOVT SPENDING FASTER THAN GDPGOVT SPENDING FASTER THAN GDP
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BUT GOVT RUNNING OUT OF MONEYBUT GOVT RUNNING OUT OF MONEY
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BECAUSE THE DEFICIT IS GROWINGBECAUSE THE DEFICIT IS GROWING
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BREACHING THE GOLDEN RULE?BREACHING THE GOLDEN RULE?
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……NOT WITH A LITTLE  MASSAGINGNOT WITH A LITTLE  MASSAGING
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……BACKDATING THE CYCLE HELPSBACKDATING THE CYCLE HELPS
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..AND SO DOES EXTENDING IT..AND SO DOES EXTENDING IT
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GOVT SPENDING CANGOVT SPENDING CAN’’T FILL THE GAPT FILL THE GAP

0

0.5

1

1.5

2

2.5

3

3.5

4

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

%
 C

H
A

N
G

E

GOVERNMENT
SPENDING

Forecast


	Good Morning And Welcome�� The Economy At The Crossroads�ALMA Annual Conference  �Runnymede Hotel, Egham   ��26th January 2007��Dennis Turner�Chief Economist, HSBC Bank plc
	SOUND FUNDAMENTALS
	SUSTAINED LOW INFLATION
	SUSTAINED LOW INFLATION
	HISTORICALLY LOW BASE RATES
	STRONGER AND STABLE STERLING
	SUSTAINED GDP GROWTH
	A STABLE MACRO ECONOMY…..
	LEADING TO BASE RATE STABILITY
	STEADY EMPLOYMENT GROWTH AND
	HISTORICALLY LOW UNEMPLOYMENT 
	WHICH WAY FROM HERE?
	RANGE OF FORECASTS FOR 2007
	RANGE OF FORECASTS FOR 2007
	INFLATION: HOW BIG A PROBLEM?
	 INFLATION PRESSURES BUILDING, �
	OIL PRICE RISES FUEL INFLATION
	ENERGY DOMINATES THE CPI RISE 
	 CORE INFLATION STILL WITHIN TARGET�
	SO INTEREST RATES WERE RAISED
	AVERAGE EARNINGS GROWTH STABLE
	SPENDING UNDER PRESSURE
	CONSUMERS THE DRIVING FORCE
	BUT UNDERPINNED BY BORROWING 
	LEADING TO AN UNBALANCED ECONOMY �
	BUT NOW A SPENDING SQUEEZE BECAUSE
	THE £1 TRILLION DEBT MOUNTAIN,
	THE RISING TAX BURDEN AND
	NOW UNEMPLOYMENT IS EDGING UP
	WEAKENING CONFIDENCE,
	WHAT ELSE IS THERE?
	PUBLIC FINANCES STRETCHED
	GOVT SPENDING FASTER THAN GDP
	BUT GOVT RUNNING OUT OF MONEY
	 BECAUSE THE DEFICIT IS GROWING
	BREACHING THE GOLDEN RULE?
	…NOT WITH A LITTLE  MASSAGING
	…BACKDATING THE CYCLE HELPS
	..AND SO DOES EXTENDING IT
	GOVT SPENDING CAN’T FILL THE GAP
	NO INVESTMENT REBOUND
	STABLE (NET) RATES 0F RETURN
	SLUGGISH INVESTMENT OUTLOOK
	AND TRADE A NEGATIVE 
	TRADE USUALLY A DRAG ON ACTIVITY
	GLOBAL GROWTH HELPFUL, BUT
	BUT DOLLAR WEAKENING HURTS AND
	EURO STRENGTHENING DOESN’T HELP
	SO EXPORTS WILL DISAPPOINT�
	GROWTH WILL DISAPPOINT 
	GROWTH TO DIP BELOW TREND�
	A STIMULUS IS NEEDED
	 PRICE PRESSURES LIKELY TO EASE�
	SO INTEREST RATE CAN BE EASED
	Slide Number 55

