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UK: EU REFERENDUM, BOE 

Berenberg Macro Update 

Labour says no to EU referendum 

The opposition Labour party have some potentially damaging economic policies. But unlike the conservatives, they are not 

committing to an EU referendum by 2017. Labour leader Ed Miliband has said that in a speech today he will hold a British 

referendum on EU membership only if a significant transfer of powers from the UK to the EU is proposed. This differs 

from the conservative commitment to a straightforward in-out referendum by 2017 if they win the May 2015 General elec-

tion. 

 

Miliband’s position means a referendum is unlikely if Labour wins the 2015 general election. The EU will continue to 

change, which may ultimately require more treaty changes. Exactly what conditions Ed Miliband will require to be met be-

fore a referendum is held are unclear ahead of his speech. But Miliband is setting the bar for a referendum much higher than 

the conservatives. There may not be a treaty change before 2020 (the next general election after May 2015). More im-

portantly, other European governments could avoid triggering a UK referendum by ensuring that in any potential treaty 

change, no significant powers are transferred from Westminster to Brussels. Moreover, further agreements could be struck 

among Eurozone governments, for instance, without altering treaties or without affecting the position of the UK in any 

way. Miliband’s stance against an EU-vote matters, as the Labour party leads in the opinion polls for the general election by 

enough to give them a projected 60 seat majority in next year’s general election. 

 

Martin Weale breaks the BoE consensus 

During testimony to lawmakers yesterday, Martin Weale, one of the nine BoE interest rate setters, signalled that the first 

interest rate hike may have to come sooner than the Q2 2015 date the BoE has planned on. In his view, there is less slack in 

the economy than policymakers have so far recognised. Until yesterday’s testimony, rate setters had stuck rigidly to the 

official line in the BoE’s Inflation Report, that spare capacity is 1-1.5% of GDP. Weale’s argument is sensible in our view. 

Firms are reporting more pressure on capacity. Recruitment difficulties have risen markedly in the past year and unemploy-

ment has fallen rapidly. With the economy likely to continue growing solidly this year we expect the first rate hike in Q1 

2015, with a 30% chance of the first rise coming in Q4 2014.  

 

Disagreements among the rate setting committee could surface in dissenting votes later this year. A return to split votes 

would be a return to normality. It would mean moving away from the situation where an awful economic outlook means the 

only sensible vote is to keep rates on hold. Martin Weale’s statement yesterday suggests, in our view, that he could be one of 

the first to vote for an interest rate rise, possibly even by late summer. His view on spare capacity is certainly some way from 

Mark Carney’s, BoE Governor, who indicated yesterday that he believed there was more than 1.5% spare capacity. If Martin 

Weale and Mark Carney differ, possibly by as much as 1%, on their view of the output gap, then they are likely to hold quite 

different views about how soon and how fast interest rates need to rise. 
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