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1. Key Points

The recovery will disappoint.

Current inflation concerns will fade.

Interest rates will stay very low.

The house price upturn is premature.
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2. Public Sector Borrowing
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3. Bank Lending Growth (%oy/y)
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4. Unemployment Rate (%)

12 | = 12
|

10 A ! - 10
|

8 - ! 8
|

6 - I = 6
|

4 - | = 4
|

5 Forecast =% L 5
|

() ——————————————————————————— !. p—— ()

87 89 91 93 9 97 99 01 03 05 07 09 11

GARTTAL
C Sources: Thomson Datastream, Capital Economics



5. Real GDP Growth (%oyly)
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6. CPI Inflation (%y/y)
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/. Mortgage Approvals and House Price Inflation
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8. Ratio of House Prices to Average Earnings in
the UK and US
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9. Post-War Booms and Busts in Real

UK House Prices
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