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Headlines

Headlines — Asda Income Tracker

The average UK household had £170 a week of discretionary income in March
2014, up by £7 a week on the same month a year before but remaining below Fam"y
the all-time high of £174 seen in January 2010.

spending
This is the fastest annual increase in discretionary incomes seen since
September 2012 and reflects a continued slowing of inflation alongside a power was Up
pickup in average wage growth. by £7 a week
Regular wages rose year on year by 1.4 per cent in the three months to yeéar on year
February 2014 for the economy as a whole, while consumer price inflation in March

dropped to 1.6 per cent over the year to March.

“It is encouraging to see a further increase in household spending power, as the
Asda Income Tracker saw its fastest growth rate since late 2012.

“A slowdown in inflation coupled with accelerating wage growth is helping to
raise the average household spending power. Moreover, robust economic growth
IS expected to continue, which means it is likely that discretionary incomes will
continue to rise over the coming months.”

Rob Harbron, Senior Economist, Cebr
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Model

Constructing the Asda Income Tracker

e.g. national insurance

contributions, income tax Net I n C O m e

£596 per week

e.g. wages, investment income, i.e. take home pay
pensions, social security, self
employment earnings

e.g. food, clothing, housing costs,
bills, transport, communication

' ldren's schooli Average famil
MEE IERITE T e ™ 0 y
spending power
£596 per week

Cost of living ~ = £170 per week
£426 per week St R

lottery and other gambling payments,
computer software and games

5 © Centre for Economics and Business Research 2014 Asm SHWING YO MOMEY EVERY DHY



Dashboard

Asda Income Tracker Dashboard: March

Regular earnings growth* (Feb) +1.4% (excl. bonuses) O
....... Smpleyment gresin: (Cel) - 250 (HES 000 emigoyhnent e HEEy)
....... Snempleymeie e (Rel) B (G0 b polinis o EET)
Net income +2.6%
........ M Ortgagecosts +01%
....... FOOd +17%
Vehicle fuels -6.6%
....... AOMSCERMET, GRS @ e s
Essential item inflation +1.5%
Family spending power +4.3%

KEY IMPROVEMENT ’ NO SIGNIFICANT CHANGE ‘ DETERIORATION ‘

* three-month average, to month stated **unemployment rate for three months to month stated
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Growth in discretionary incomes gathered
acein Q1 2014

The Asda Income Tracker was £7 a week higher Year-on-year change in Asda income tracker, £
in March 2014 than a year before £30 -
e In March 2014, household discretionary incomes £o5
excluding bonuses rose by 4.3 per cent compared to the I
same month a year before. £20 - S
e This is the fastest annual growth on the Income Tracker ¢15 Sl
since September 2012, reflecting both an easing of
inflation and faster growth in wages. £10 - ]
e This is also the sixth consecutive month of annual £5 -
Increases in discretionary income, highlighting the
current sustained nature of recovery. £0 He o - ; —|'_'|_|_|_||_|_ :
e Once bonus payments are included in the Income  -£5 -
Tracker, discretionary incomes increased year on year by
£11 or 5.9 per cent. Bonus payments are returning to -£10 A i
steady annual growth in 2014, alongside the general -
uptick in economic growth. £15 -
2883399993733 99999993
. . . . OECQQECQUECQUECQ_UECQQH
An increase of £560 to £10,000 in the income tax free 2258285028528 85208502C8

personal allowance from April 2014 will help discretionary
iIncomes going forward.
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. Income Tracker Trends

Employment growth and falling inflation
help to boost discretionary incomes

. Contributions to annual change in the Income
The Asda Income Tracker was £7 a week higher Tracker (excluding bonuses), March 2014

in March 2014 than a year before

e The average UK household had £170 a week in
discretionary income in March 2014, up from £163 at the

. Net Income
same p0|nt ayear ago.

 However, the level of average discretionary income
still remains below its record high of £174 in January
2010.

» Gross household incomes increased year on year by Essential spending
2.0 per cent in March, pushed up by faster wage growth
in the private sector and sustained employment growth.

e Taking into account the effects of tax changes, net
iIncomes increased year on year by 2.6 per cent over the
same period.

Income Tracker

-£10 -£5 £0 £5 £10 £15 £20
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Price Inflation for essential items now

Cost of living

running slower than wage

rowth

Annual inflation on the price of essential items
fell to just 1.5 per cent in March 2014

e Inflation continued to ease in March 2014, as the rate of
price growth on essential items fell back to just 1.5 per
cent, the lowest seen since December 20009.

e Headline Consumer Price Index (CPI) inflation also
slowed to 1.6 per cent, down from 1.7 per cent the
previous month and from a recent high of 2.9 per centin
June 2013.

* The inflationary environment has been generally easing
since June 2013, and the latest consumer price inflation
results takes the headline rate further below the Bank of
England’s central target of 2.0 per cent.

 The latest movement in inflation means that essential
item price growth is now running more slowly than
regular average wage growth, which stood at 1.4 per
cent in the three months to February 2014 for the whole
economy, compared to the same point a year before.
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Cost of living

Fuel prices remain well down on a year
ago, easing overall inflation rate

The main factors affecting family spending
costs in March were:

e The cost of petrol and diesel in March 2014 stood
some 6.6 per cent below its level a year before,
helping to bring down the overall rate of inflation.

e Clothing and footwear price inflation slowed in
March to just 0.2 per cent year on year, down from 0.8
per cent the previous month and a high of 3.1 per cent
in June 2013.

 The annual inflation on mortgage interest payments
slowed to 0.1 per cent in March 2014, as the Bank of
England continues to keep the base rate on hold.

 Inflation on gas prices also slowed to its lowest in
more than a year in March, at 5.6 per cent. The last
time it was slower was January 2013. However, both
gas and electricity price inflation remain elevated,
continuing to put pressure on household budgets.
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Labour Market

Private sector pay growth pace helps
support discretionary incomes

Private sector regular wages rose year on year e T U e G ] ST

by 1.8 per cent in three months to February 2014 annual growth in regular pay (RHS), per cent
0 - = 0
* This is the fastest rate of private sector regular pay L >-0%
growth seen since the three months to September 2012 9% - - 4.5%
and follows a period through the second half of 2013 s
when annual increases stood at or below 1.0 per cent. 8% 1 /‘“—’\M/ N~ - 4.0%
704 \"\ - 3.5%
* Year on year regular pay growth in the public sector :x 6.9%
remains weak however, at just 1.0 per cent in the three 6% / - 3.0%
months to February 2014. 504 - . 2504
* This leaves the overall rate of annual pay growth for the 4% - ’ \/\/\JJ - 2.0%
UK labour force at 1.4 per cent, the highest since the g, /\/ 14% || 4 504
three months to November 2012. /-
2% - \/\ / - 1.0%
e This uptick in nominal wage growth comes alongside a
o 1% - - 0.5%
sharp drop in joblessness. The unemployment rate fell to
6.9 per cent in the three months to February, down from 0% 0.0%

7.2 per cent in the three months to January. O T T B e
O Do Do DO Do Da o 9

. : : ? S © 3 © 3 © S5 © S O S o

* In addition, underemployment is falling. The share of L g WL g W g W g WL g WL g LW

those working part-time because they couldn’t find full-
time work fell to 17.7 per cent in the three months to ==Unemployment rate (LHS) =——Regular earnings growth (RHS)

February, the lowest reading in just over a year.
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Regional Trends

Gross income growth picking up across
most of the UK

Supported by accelerating wage growth

and Strengthening labour markets Regional gross income, annual change to quarter indicated
3.0% -

* Households in the South East saw the greatest year
on year increase in their gross incomes in Q1 2014,
L : 2.5%
largely due to a significant strengthening of the local
labour market.

2.0%
* The unemployment rate in the region declined by
1.7 percentage points in the three months to February 1.5%
2014 compared to the same period a year before,

taking the rate to just 5.1 per cent. 1.0%

* Unemployment rates have also fallen back year on
year in every other part of the UK, alongside

accelerating wage growth, helping to support gross
income growth. 0.0%

0.5%

* However, although unemployment has fallen year

on year in both Scotland and the East Midlands, the S
rates actually climbed between Q4 2013 and Q1 2014, P
preventing gross income growth from rising any

faster.
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Regional Trends

Spending power now In recovery in every

area of the UK

Positive growth in discretionary incomes now Asda Income Trackers by region, annual % change to quarter
seen in every UK region and country indicated and annual £ change to latest quarter

(y -
* In line with the fastest growth in gross incomes, 8%
households in the South East are also seeing the most 6% - +£10, 1EE +E10
rapid increases in discretionary spending power, which igp | 6 +£7 +£4

Is estimated to have increased by 5.7 per cent year on 4% sp5 +£5
year in Q1 2014. O T 4pp | +£4  *E5

2% -
* Family spending power in the North East also saw °

strong year on year growth in Q1 2014, at 5.5 per cent. 0%
Average pay growth in the region is being boosted by the

North East’s relatively high reliance on the manufacturing 204 -
and construction sectors, both industries that are

currently seeing rapid pay increases. 4% -
* At the other end of the scale, discretionary income 6% -
growth in London is more subdued. Increases in average QA DAL L D2 0 DA S
wages in the capital are suffering from the dependence ¢b° @Q? Qq? s\& S éoz' $ é\b é\b \e§ Q;be Q;b@ Q?e
on the financial and business services sector, which N3 S KN & $ S & ¢ S 3@
continues to see declines in regular pay. In addition, the éo 9 "ooé & é'é é'é é@ é° P
cost of living in London is rising faster than elsewhere in Q\@ $0 54 0{1?
the UK, holding back spending power growth. 39 <

A° Q42013 mQ1 2014
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Regional Trends

Discretionary income in London slipping
back against the UK as a whole

Spending power rising more slowly in the

capital than the average UK household £250 Asda Income Trackers by region, £ per week in quarter indicated
* Average household discretionary income stood at
£231in London in Q1 2014, up from £230 the previous
quarter and £225 at the same point a year ago. E2LY
* This compares to a UK-wide average of £170 for Q1 £150 -
as a whole.
 However, as noted on the previous page, £100 -
discretionary incomes are increasing more slowly in
London than across the UK as a whole.

£50 -
* As a result, discretionary incomes in London were
35.9 per cent higher than the UK average in Q1 2014,
down from a gap of 36.9 per cent in Q1 2013. £0 N N N -

_ _ _ §b§°§\000éng@0@°{-§6$§b§

* In contrast to London, average discretionary incomes Q' N N Q\Q’ & N \"§ S AR
. ’ . . N AR L S £ L
in Wales and Northern Ireland are increasing faster & O & o(" S NS o &
than for the UK as a whole. As a result, spending (gq’ < 05' <@ < ,bé' ) %
power levels in these countries are drawing closer to éo & *_é‘\ 24

the UK average level.
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Regional Trends

Focus on Scotland and Northern Ireland

Annual % change in discretionary incomes, Annual % change in discretionary incomes,
Scotland Northern Ireland
5.0% - 7.5% -

2:5% - IlE=ml 3%
_(2):(5)‘;2 _u'g'U'U'uJ—l' EEEEEE _g:ggﬁ;_ 1 | nghuuuumﬂ

-5.0% - -?.gz) -
-7.95% -
-71.5% - -10.0% -
-10.0% - -12.5% -
A d d d N NNNOMOMHmMmMm S A d d d N NNNOMOMOHMmOMm <
U e T e TR e T e T e T e T e R e T e T e IO e O | U e T e TR e T e T e T e T e O e O e T e T e O |
O OO OO0 0O OO0 O O O O O OO OO0 0O OO0 O O O O
N NANANNANNNNNNNCA N NANANNANNNNNNNCAN
N M T AN T AN S o = N M T AN AN S o
oooocoocoocooooCo oooocoocoooooooCo
* Growth in discretionary incomes is accelerating in * Family spending power rose year on year for the
Scotland, rising to 3.2 per cent in Q1 2014, up from 2.2 second consecutive quarter in Q1 2014, standing 4.8
per centin Q4 2013. per cent higher than a year before.
* The unemployment rate fell by 0.8 percentage points  Falling unemployment and rapid wage growth in the
year on year in the three months to February 2014, manufacturing and construction industries, which
helping to support income growth. make up arelatively large share of NI employment is
» Slowing growth in the cost of living is also helping to helping to boost income.
ease pressure on family budgets, as petrol prices fell * In addition, petrol prices fell year on year by 5.4 per
year on year by 4.9 per cent in Q1 in Scotland. centin Q1 in NI, the fastest of anywhere in the UK.
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Appendix

Contact, Data and Method

Please find attached method notes and the tabulated date. Asda produces a
monthly income tracker report with a more comprehensive report every quarter.

For press enquiries please contact:

Andrew Devoy, Asda PR Manager,
Andrew.Devoy@Asda.co.uk ;: 0113 826 4823

Amy Garbutt, Asda PR Manager,
Amy.Garbutt@Asda.co.uk ; 0113 826 3369

For data enquiries please contact:
llIse van Herpen, Asda Customer Insight,
lIse.VanHerpen@Asda.co.uk ; 0113 826 4691

Rob Harbron, Cebr Senior Economist,
RHarbron@Cebr.com : 020 7324 2864

16 © Centre for Economics and Business Research 2012 Asm SHUTHG YO MONEY EVERY DRY


mailto:Bee.Rycroft@Asda.co.uk
mailto:Bee.Rycroft@Asda.co.uk
mailto:Bee.Rycroft@Asda.co.uk
mailto:Rharbron@Cebr.com

Asda Income Tracker tables

Figure 1: Asda Income Tracker and year-on-year change (excluding bonuses)
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Asda Income Tracker tables

Figure 2: Comparison of year-on-year change in Asda Income Tracker including and excluding
bonuses
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Asda Income Tracker tables

Monthly Asda Income Tracker

Figure 3: Twelve-month moving average of Income Tracker (excl. bonuses) level
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Asda Income Tracker tables

Monthly Asda Income Tracker

Table 1: Average UK household Income Tracker, £ per week, current prices, excluding bonuses

January 2010 £174 January 2011 £171 January 2012 £163 January 2013 £167 January 2014 £171
Femuary 2010 ..................... £ 173 .................... February 2011 ................. £168 ................... Feb ru a r y 2012£ 16 2 ..................... Femuary 2013 ............... £ 164 ................. F ebruary 20 14 ............. £170 ......

MarChZOlO ......................... £ 173 .................... MarChZOﬂ ..................... £168 ................... MarCh2012£162 ..................... March2013 ................... £ 163 ................. M arch2014 ................. £170 ......

Apnlzom ............................ £ 171 .................... A pn|2011 ........................ £165 ................... Apm2012£165Ap”|2013 ...................... £ 167 ..................................................................

May2010 ............................ £ 170 .................... Mayzon ........................ £164 ................... May2012£167 ..................... May2013 ...................... £ 167 ..................................................................

Junezom ........................... £ 170 .................... J une2011 ....................... £165 ................... June2012£169 ..................... J unezOlg ..................... £ 169 ..................................................................

Ju|y2010 ............................. £ 172 .................... J ulyzon ........................ £165 ................... JUIy2012£170 ..................... J u|y2013 ...................... £ 169 ..................................................................

Augustzolo ........................ £ 172 .................... A ugustZOll .................... £163 ................... August2012£169August2013 .................. £ 167 ..................................................................
September 2010 Sl September 20711 September 2012 £168 September 2013 el

OctOberzom ...................... 5 173 .................... O CtOberzon .................. £161 ................... OCtOber2012£167 ..................... O ctober2013 ................ £ 169 ..................................................................
November 2010 S November 20711 e November 2012 L/ November 2013 2
December 2010 SHEY December 2011 24180 December 2012 e December 2013 e

20 10 . Average ..................... £ 172 .................... 2 011 Average ................. 5164 ................... 2012 AverageE 16 6 ..................... 2 013 Average ............... £ 167 ..................................................................
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Asda Income Tracker tables

Quarterly ASDA Income Tracker

Table 2: Average household Income Tracker, £ per week, current prices, excluding bonuses

Northern Ireland

North East 105 109 115
West Midlands 142 138 144
Wales 142 143 149
Yorkshire & Humber 142 144 149
North West 141 146 150
East Midlands 143 143 150
South West 149 149 154
Scotland 167 172 177
South East 176 173 183
East 182 182 192
London 224 225 231
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Method notes

From March 2014, the base data from which the Asda Income Tracker is
derived have been updated.

This is to account for the latest release from the Office for National
Statistics of the Living Costs and Food Survey: 2013 edition. This release
gives the detailed data required to compute the spending and income
figures for the average UK household that feed into the overall discretionary
Income result. These updates are conducted on an annual basis, in line with
the release of the necessary datasets.

This update is required to continue to keep the Income Tracker as relevant
as possible, with the most up-to-date data available. The update makes the
latest vintage of the Income Tracker report and associated datasets not
directly comparable with previous editions. However, the new time series
data now available (e.g. in the tables and charts pages) provide the most
complete estimates and should be used for any time series analysis.
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Method notes

In addition, from Q1 2014, the method for calculating average wage growth
across the UK countries and regions has been improved.

The Office for National Statistics only produces average weekly earnings
figures at a UK-wide level, as well as an industry breakdown, rather than
producing regional estimates.

However, as employment by industry is available in each region, and wage
growth is available by industry across the UK as a whole, the new method
provides estimates for wage growth on a regional basis. This is done by
weighting the UK-wide wage industry wage growth by the employment share by
industry in each region. This allows the Income Tracker analysis to provide a
richer understanding of the discretionary income trends facing households
around each part of the UK.
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The Asda income tracker is calculated from the following equations:

for the United Kingdom is derived from the Living Costs
and Food Survey 2012 (released December 2013). This is updated on a monthly
basis using official statistics on average earnings, unemployment, social security
payments, interest rates and pension income. Earnings data from the Office for
National Statistics that is released in the month of the report refers to the previous
month. We forecast earnings data for the month of the report.

are subtracted from total household income to estimate the actual amount
that can be spent on goods and services, i.e. net income or disposable income.
The average amount of tax paid is calculated using the latest version of the Living
Costs and Food Survey. This is updated on a monthly basis using Office for
National Statistics data and Cebr modelling.



Is calculated by deducting our tax estimate from our total household
Income estimate.

figures are updated using monthly consumer price
data and the trend growth rate in the volume of essential goods and services
purchased over the most recent ten year period. A full list of items constituting
basic (or ‘essential’) spending was created in collaboration between Asda and Cebr
when the income tracker concept was originally formed in 2008. This list is
available on request.

The is a measure of ‘discretionary income’, reflecting the
amount remaining after the average UK household has had taxes subtracted from
their income and bought essential items such as: groceries, electricity, gas,
transport costs and mortgage interest payments or rent. The income tracker
measures the amount left over to spend on discretionary purchases such as
leisure and recreation goods and services.



Disclaimer

This report was produced by the Centre for Economics and Business
Research (Cebr), an independent economics and business research
consultancy established in 1993 providing forecasts and advice to City
Institutions, government departments, local authorities and numerous
blue-chip companies throughout Europe. The main contributors to this
report are Cebr economists Rob Harbron, Scott Corfe and Charles
Davis.

Whilst every effort has been made to ensure the accuracy of the
material in this report, the authors and Cebr will not be liable for any
loss or damages incurred through the use of this report.

London, April 2014
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