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BOE ON HOLD, BUT DID A RATE SETTER VOTE FOR A HIKE? 

Berenberg Macro Flash 

 
The BoE kept interest rates on hold today as expected. The key question this month was not what the decision would 
be, but what is happening behind the scenes. The hard data on manufacturing output have wobbled a little in the past cou-
ple of months, both in the UK and the Eurozone. But leading indicators, particularly for services, remain buoyant and the 
housing market seems to be shaking off the slowdown earlier this year following the introduction of tigher mortgage rules. 
Those surveys point to strong output growth and continued rapid gains in employment – and therefore rapid falls in unem-
ployment. Whether or not there is a slowdown in growth in the third quarter we see little reason for near-term wobbles to 
change the medium-term outlook, which is for continued strong growth in our view. We expect the BoE to respond to the 
increasingly resilient outlook by hiking rates by 25bp in November.  
 
Did the rate setters split for the first time in three years? The Monetary Policy Committee (MPC) have voted unani-
mously for three years now. If there was a split vote this month, with perhaps one of the MPC calling for a hike, that could 
tell us a little more about the committee’s thinking. We look for one rate setter to have voted for an interest rate increase, 
though the data wobbles have made that a closer call. Whether they have split or not will be revealed on 20 August when 
the minutes of today’s meeting are published.  
 
The Inflation Report should leave open the possibility of a November hike. Before the minutes of today’s meeting are 
released, the BoE will have published its latest Inflation Report quarterly forecast update on 13 August. Those forecasts are 
a key signalling device and we look for the central bankers to raise their growth expectations and show inflation returning to 
the 2% inflation target by the end of its three-year forecast window. That would leave plenty of room for a majority of rate 
setters to support a hike by November. A very dovish forecast would, of course, make a November hike unlikely. 
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