
National Institute of Economic and Social Research

Jagjit S. Chadha
Director
NIESR

Developments in Economics Education

Communicating economics: 
a year in the frontline

7th September 2017
UCL



National Institute of Economic and Social Research



National Institute of Economic and Social Research

Press Coverage I



National Institute of Economic and Social Research

Press Coverage II



National Institute of Economic and Social Research

Forecast Consensus for 2 Fair Dice
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• Consensus forecast of 7 has a large forecast error but is quite rational
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Forecast Complexity 
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• Costly trade is like a tax on production 
and may shift the distribution

• Increases in uncertainty are like more 
dice with mean zero,

• Skews imply more dice with mean of 
greater than or less than 7

• May act against a central projection 
by formulating policy i.e. dice with 
numbers a function of the expected 
error – “feedback”
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How do we use forecasts?
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May 2016: A vote to leave: GDP negatively affected by the 
shock of a vote to leave; inflation spikes (relative to 
counterfactual)

Note: active policy suggests a tightening of interest rates from 2017. It refers to an endogenous response by the MPC, 
represented by a Taylor Rule (using the parameters published for the Bank’s model COMPASS).
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A vote to leave: private sector investment, at trough, 
around 15% below baseline

Note: active policy suggests a tightening of interest rates from 2017. It refers to an endogenous response by the MPC, 
represented by a Taylor Rule (using the parameters published for the Bank’s model COMPASS).
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UK GDP growth 1.7% in 2017, 1.9% in 2018
Contributions to GDP growth

Source: NiGEM database; NIESR forecast
Note: GFCF is gross fixed capital formation
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Summary of short-term economic performance 
following a vote to leave scenario

• Heightened risk and uncertainty 
– sterling to depreciate by around 20 per cent

– Intense bout of inflationary pressure 

• Tightening of monetary and financial conditions
– Fall in investment, relative to counterfactual remain scenario

– Weigh on household incomes and wealth

• GDP will be 0.7-1% lower than remain counterfactual in 2017

• Even as the short-term effects dissipate, the transition to the 
longer-run part from the shock of leaving the EU weighs on 
the economy
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Long Run Impact: Headline Results

• All results are % declines compared to the 2030 baseline of 
remaining in the EU

• Switzerland and WTO focus on trade and FDI effects

• WTO+ adds a 5% productivity drop to WTO-optimistic

% decrease Switzerland WTO WTO+

GDP 1.9 – 2.3% 2.7 - 3.7% 7.8%

Real wages 3.1 – 3.8% 4.6 – 6.3% 7.0%

Consumption 2.8 – 3.5% 4.0 – 5.4% 9.2%
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Risks to the long-run Brexit forecast

• Upside: might reduce losses in WTO cases
• Deregulation, gains estimated by Open Europe at 

£12.8 bn annually  
• Migration, if ‘optimal’ migration policy were 

achieved

• Downside: might further increase losses
• Productivity, may be large
• Scotland, Northern Ireland – debt?
• Migration – skill shortages, skill mismatches
• Policy log-jam



National Institute of Economic and Social Research

Issues

• Why Forecast – NIESR Commentary February 2017

• Explaining Economic Analysis – public understanding

• Explaining Forecasting e.g. GDP will be 0.7-1% lower than 
remain counterfactual in 2017 
– The conditional versus the unconditional

– The value of forecast errors

• Championing social science experts to help understand 
complex processes

• Training the media to question non-expert spokespeople 


