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UK: BOE ON HOLD, ANY SURPRISES IN THE MINUTES?  

Berenberg Macro Flash 

 
 
UK interest rates are unlikely to mark a sixth anniversary at 0.5%. The BoE cut borrowing costs to that unprecedented low 
level in March 2009 and left them hold again today, for the 63rd consecutive month. Strong economic momentum is, how-
ever, bringing a rate hike ever closer. We expect the BoE to raise rates by a quarter of a percent in November 2014, and take 
them to 2.5% by end-2016. 
  
For a while that monetary largesse struggled to get traction in the post-crash economic environment. Households hunkered 
down and firms conserved cash. The monetary wheels are not spinning in mud anymore though. Confidence indicators 
universally point to strong economic growth continuing. The PMIS this week show the BoE’s forecast of slowing growth 
has gone missing in action.  
  
Signs of how imminent a rate hike vote is could come with the minutes of today’s meeting, which are due in two weeks (18 
June). The key will be whether the language becomes more hawkish, how vigorous the discussion of a hike was, and what 
small changes the rate setters make to their view of spare capacity and growth. 
  
All eyes now shift to the other policy makers in the BoE who are chewing over whether and what action to take on the 
housing boom. Tighter rules have knocked the number of mortgage approvals but prices are ploughing on regardless. That 
strongly suggests the tougher regulations are more a problem for bank’s ability to process applications, rather than a marked 
restraint on demand. The Halifax house price index rose 3.9% mom in May. We expect the central bank to take gentle ac-
tion by imposing stricter affordability standards this month, then reining in the Help-to-Buy scheme next month. 
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