
 

Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB 

Page 1 

BoE Preview: June 2021 

MNI View: Setting up August 

Tim Davis, 28 June 

The Bank of England MPC meeting last week gave little away in terms 

of new policy direction but did acknowledge that near-term growth 

and inflation will be higher than expected, but put this largely down to 

transitory issues. The vote was 8-1 with outgoing Chief Economist Haldane voting to reduce the QE 

target (in line with his May vote; this was his last meeting). The market reacted immediately to price 

out the tail risk of another member joining Haldane and voting for a reduction. 

The key highlights from the Monetary Policy Statement: 

On activity: “Bank staff have revised up their expectations for the level of UK GDP in 2021 Q2 by 

around 1½% since the May Report, as restrictions on economic activity have eased, so that output in 

June is expected to be around 2½% below its pre-Covid 2019 Q4 level.” 

On the labour market: “The number of furloughed jobs has declined faster than expected, as 

demand has recovered.” 

Pay: Dismiss the distrotions due to base effects and note that “Underlying pay growth appears to be 

around pre-Covid rates.” 

On inflation: “CPI inflation is expected to pick up further above the target, owing primarily to 

developments in energy and other commodity prices, and is likely to exceed 3% for a temporary 

period… The Committee’s expectation is that the direct impact of rises in commodity prices on CPI 

inflation will be transitory.” 

In the paragraph about judging policy, medium-term inflation expectations have been added 

(bolding is new text): “In judging the appropriate stance of monetary policy, the Committee will, 

consistent with its policy guidance and as always, focus on the medium-term prospects for inflation, 

including the balance between demand and supply, and medium-term inflation expectations, rather 

than factors that are likely to be transient.” 

On balance of risks: “Although downside risks were judged to have fallen as the recovery had taken 

hold, these considerations still had force." 

What next? 

The August meeting has taken on extra significance. We assume a new Chief Economist will have 

begun their new role by then who make have further influence on the Bank’s forecasts (and who is 

almost certainly going to be less hawkish than Haldane). Meanwhile, the MPC will have a further 

debate surrounding how transitory higher inflation and growth will be. We note that we will have 

also received further data on the reopening while Covid restrictions are likely to have been lifted 

(assuming the roadmap remains on track) and vaccination rates remain encouraging.  
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Summary of Analyst Views 

• HSBC is the only institution that we track to change its BOE call after this weeks meeting and 

it has moved from seeing no hike in 2022 to being the only sell-side institution looking for 

two hikes in 2022 with the first hike in May 2022. 

• A total of 5/17 analysts look for 2022 hikes, the others being: Bank of America looks for a 

May 2022 hike, Morgan Stanley and BNP August 2022 first hikes and JP Morgan fist hike in 

Q4-22. 

• Most other analysts expect the first hike in 2023 (although a number point to risks of an 

earlier move). 

• Goldman Sachs are the outlier in expecting a Q1-24 first hike. However, note that GS expect 

the balance sheet unwind to begin in Q3-23 (so even they have tightening in 2023). 

 

  

Institution Pre-June meeting Post-June meeting

HSBC
No change to vote from May. Expect no hikes by end 2022 but see no reason that the BOE 

could not raise rates earlier than the Fed.

15bp hike to 0.25% in May22, 25bp hike to 0.50% in Nov22 and at least one more 25bp 

hike in 2023. Probably start reducing balance sheet in 2023 (but possibly H2-22).

Bank of America
Watch Aug for any dissents to end QE early (but don't expect this). 15bp hike in May 2022 

(base: no hikes in 2023; risk: hike to 0.50% in Feb 2023). QT to start shortly after first hike.

The minutes of [the June] BoE policy meeting shifted more hawkish. Remaining weak 

guidance was undermined further.” Continue to look for 15bp hike in May 2022.

Morgan Stanley
June meeting "low key." APF envelope to be completed (risk of slower pace of current 

envelope to Mar 22). First hike Aug 22 then once per year. QT option when Bank Rate 1%.

"Bailey's Mansion House speech in early July may offer more clues on the bank's 

thinking." Expect a "February signal paving the way for an August 2022 15bp hike."

BNP
8-1 vote with Haldane voting to reduce APF target. Think the rest of the MPC will  agree that 

Bank does not need to do something now about short-term inflation shock.

Announced QE to be completed, first hike in Aug-22 and balance sheet to "shrink from 

2023 onwards." Aug could be opportunity to update thinking on balance sheet.

JP Morgan
8-1 vote with asset purchases completed in 2021. Rates on hold until  Q4 22 with UnE 

rising as furlough scheme ends (risk: lower UnE could see BOE contemplate earlier hike). 

The MPC "expressed open mindedness about the inflation picture… But ultimately the 

BoE’s reaction was incremental". No change to forecasts.

ING
Don't expect anything on when the first hike will  be this week. ING forecasts a 1Q23 move 

but "wouldn’t rule out an earlier move."

Continue to expect a 1Q23 first rate hike "on the assumption inflationary pressures ease 

through the middle of 2022." Balance sheet normalisation a 2023 story "at the earliest".

UBS
8-1 vote. Stil l  expect first hike in 2023 but with a better growth outlook and a smaller-than-

expected increase in unemployment there are risks of the first hike in late 2022.

Baseline stil l  sees first hike in 2023 with QE completed as planned but risks of late 2022 

hike given better growth outlook and faster reabsorbsion of furloughed workers.

UniCredit
Look for a more hawkish tone from the rapid recovery and upside risks to inflation. Base 

case: asset purchases and bank rate on hold through 2022 with risk of tightening in 2022.

"Continue to expect the MPC to leave the bank rate and the target stock of [QE] unchanged 

through 2022, but risks are skewed towards action sometime in 2022"

Deutsche
Haldane dissents in 8-1 vote. BOE to remain "cautiously optimistic around the recovery." 

"Shouldn't be surprised if the MPC gets more hawkish heading into summer."

MPC's "upbeat message will  l ikely be amplified in the August MPR...But don't expect any 

large pivot until  at least much later in the year".

TD Securities
Think that the market is overdoing its hawkish expectations given that GDP is the furthest 

below the baseline of any G10 economy and is already tapering.

BoE will  continue to be fairly cautious through autumn. While not TDS' base case, if the 

data supports, the BoE could turn considerably more hawkish pretty quickly in early-22.

Société Générale
"Not out of the question" that another member of the MPC joins Haldane in voting for 

reduction in APF target. Econ a bit hotter but uncertainty greater.

“The key policy guidance passages were repeated verbatim from [May]... They send a 

strong signal that the MPC is in no hurry to commence policy tightening.”

Barclays
8-1 vote with Haldane voting to reduce APF target. Minutes "strike a marginally up-beat 

tone" but maintain guidance. APF purchases completed with no hike in 2022.

The "balanced rhetoric is well aligned with our expectation of unchanged interest rates 

through 2022."

Rabobank "We don’t forecast any rate hikes this year or next."
Expect a "moderation in growth before we’re back at trend" with inflation fall ing from 

early-2022 onwards. Don't expect first hike "this year or next".

Nomura
Expect another 8-1 vote but "a real risk" of further dissents to reduce APF target. Expect the 

Bank to start cutting QE holding simultaneously to rate hike in 2023.
Look for simultaneous tightening via QT and Bank Rate from H1-23.

NatWest Markets
8-1 vote with Haldane dissent. No longer expect more QE in 2022. First hike in Q3-23 of 

either +15bp or +40bp with threshold of 0.5%-1.0% before QE is allowed to run-down.

"Do not expect a rise in Bank Rate before 2023." with no changes to announced QE (other 

than reinvestments) through 21/22.

Pantheon
Doubt "the MPC will  say anything which would warrant a further steepening of the interest 

rate futures curve". Expect 8-1 vote with first hike in H2-23.

Renewed increase in spare capacity in Q4 suggests MPC do "not envisage hiking Bake Rate 

next year." Continue to expect H2-23 first hike.

Goldman Sachs
Unlikely significant news at June meeting. Look for August announcement that balance 

sheet unwind will  come before hikes with unwind beginning Q3-23 and first hike Q1-24.

Continue to expect "the BoE to announce in August that they intend to switch up the 

sequencing of exit" with unwind beginning Q3-23 and first hike Q1-24.

Source: Analyst previews and MNI

Summary of Analyst Views (Sorted by Hawkish to Dovish); View changes in bold
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Analysts’ Key Comments (A-Z) (View Changes in 

Headings) 

Barclays 

• “The MPC maintained a fairly balanced narrative, acknowledging stronger data in the short 

term, while being ambivalent on the extent to which recent positive surprises will eventually 

feed through to stronger demand.” 

• “While acknowledging the recent, mostly upside, surprises to its short-term outlook, the 

MPC appears firmly cautious regarding the outlook for monetary policy.” 

• “With inflation seen as transitory, we think the BoE remains firmly in wait and see mode.” 

• On Catherine Mann: “Her published views are in support of more globalisation, more efforts 

to reduce inequalities and more decisive actions against climate changes, which in the 

context of the UK, suggest an accommodative monetary stance.” 

• “We believe that today’s balanced rhetoric is well aligned with our expectation of 

unchanged interest rates through 2022.” 

• “By the time the MPC considers a rate hike, we expect inflation will have drifted lower, 

towards target, and fiscal policy will have turned restrictive.” 

BNP 

• “The minutes of June’s Monetary Policy Committee meeting support our view that while the 

MPC is likely to tighten policy earlier than elsewhere, any tightening is still some way off.” 

• On sequencing of tightening: “Our base case is that the MPC leaves the sequencing intact 

(i.e. rate hikes first), but gives itself more flexibility to start balance sheet reduction earlier 

than under the current guidance.” 

• “With a reduced lower bound, the August monetary policy review could be an opportunity 

to update its thinking on the balance sheet.” 

• “We expect the MPC to complete its announced asset purchases by year end, for the first 

hike to come in August 2022, and the balance sheet to shrink from 2023 onwards.” 

BofA 

• “The minutes of [the] BoE policy meeting shifted more hawkish. Remaining weak guidance 

was undermined further.” 

• “Our view contrasts with a disappointed market... Even if there had been two votes for 

ending QE early we think it would be extremely unlikely that a majority of voters would ever 

support cutting QE short.” 

• “Continue to expect the BoE to hike Bank Rate 15bp in May 2022.” 
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Deutsche Bank 

• The “meeting should do little to bring forward market expectations with the MPC turning a 

little more hawkish relative to May, but sounding a little more dovish relative to high market 

expectations going into today's MPC meeting.” 

• “Expect the MPC to remain cautiously optimistic around the recovery. Its upbeat message 

will likely be amplified in the August MPR, when the Bank undertakes a full reassessment of 

the economy. But don't expect any large pivot until at least much later in the year as we get 

a better sense of slack in the economy and inflationary pressures start to fully crystalise.” 

Goldman Sachs 

• “The June Monetary Policy Summary and Minutes were fairly close to expectations, with the 

shift in tone largely reflecting the stronger activity and inflation dataflow since the May MPC 

meeting.” 

• “We continue to expect the BoE to announce in August that they intend to switch up the 

sequencing of exit, with balance sheet unwind coming ahead of liftoff. We expect balance 

sheet unwind to begin in 2023Q3 and the first Bank Rate hike in 2024Q1.” 

Heteronomics 

• “No mention of the sequencing debate means that the broader guidance may slip to Nov-

21” 

• Expect “the recovery to slow at what will probably be a surprisingly early stage. That 

disappointment remains more of an H2 story, though. Until some clarity on the extent of the 

recovery appears, we expect the BoE to keep looking on the bright side with optimistic 

forecasts that help lower the hurdle to future disappointment.” 

• “We expect hikes to reach about 1% before the balance sheet runs down” 

HSBC: Two hikes in 2022 

• “Now forecast two rate rises in 2022 - 15bps to 0.25% in May and then 25bps to 0.50% in 

November - and then at least one more in 2023. We also expect the BoE to give itself some 

leeway to start reducing its balance sheet - probably from 2023, but possibly as soon as H2 

2022.” (previously no hikes in 2022). 

• “February is the earliest likely date for a rate rise: at that stage, we will have had a couple of 

months' worth of labour market data following the end of the Job Retention Scheme, and 

the risks - another winter wave of COVID-19 and/or a rapid fall back in inflation - should be 

out of the way. But we suspect the MPC will want to wait just a little longer, hence our 

central case of May.” 

• On sequencing: “We suspect [the Bank] won't want to tie its hands by requiring the balance 

sheet to be reduced before rate hikes… it will want to have the leeway to start reducing it 

sooner rather than later: one recommendation might be to begin to taper reinvestment at 

some point after the first hike.” 
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ING 

• “The Bank of England's latest message is a cautiously upbeat one, though it's clear that 

policymakers are essentially in a holding pattern for the time being.” 

• “We're still expecting the first rate rise in early 2023, on the assumption inflationary 

pressures ease through the middle of 2022”. 

• Think that balance sheet normalisation and stopping/reducing reinvestments “is a 2023 

story at the earliest” 

JP Morgan 

• “As we expected, the committee expressed open mindedness about the inflation picture… 

But ultimately the BoE’s reaction was incremental, with most members agreeing that the 

inflation overshoot would probably be temporary and that still present downside risks to 

growth.” 

• “We read this as a signal that the BoE is not yet prepared to vindicate market pricing which 

has recently seen expectations for the first hike creep into 1H22.” 

• “The MPC is developing a greater sensitivity to surprises in the labor market and CPI data 

now that they are actually happening. But hesitation about how to interpret these 

developments again appears to reflect concerns that the picture could look a lot different 

later in the year when fiscal supports roll off and bottleneck pressures abate.” 

Morgan Stanley 

• The meeting “was in line with our expectations for a low-key meeting, with the bar for policy 

action or changes to messaging high at a non-forecast meeting, and with uncertainty around 

UK COVID-19 developments still elevated.” 

• “Governor Bailey's Mansion House speech in early July may offer more clues on the bank's 

thinking. We expect the MPC to only send a stronger hiking signal in 1Q22, when activity has 

normalised and the impact of the end of furlough is visible in the labour market data. We 

then expect a February signal paving the way for an August 2022 15bp hike.” 

NatWest Markets 

• “That the higher-than-expected growth and inflation data did not obviously nudge the MPC 

in a more hawkish direction serve to give the June Minutes a more dovish feel relative to 

febrile market expectations.” 

• “We do not expect a rise in Bank Rate before 2023.” 

• Expect “no material changes to the pace [of QE] until the end of 2021 and no QE in 2022 

(other than APF reinvestments).” 

Nomura 

• “We continue to think that a simultaneous tightening via QT and Bank Rate hikes has much 

merit, and currently see this happening from the first half of 2023. Rising inflation suggests 

the risks are for an earlier move, though ongoing uncertainty, the capacity for the virus to 

throw more curve balls and the likelihood of inflation falling back sharply in 2022 suggest the 

Bank may be cautious in tightening policy.” 
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Pantheon 

• “The likelihood of a renewed increase in spare capacity in Q4 suggests that most MPC 

members do not envisage hiking Bank Rate next year, as evidence of subsequent progress 

must be “clear” and "significant”” 

• “The economic recovery will have to be flawlessly strong for markets’ expectation that Bank 

Rate will rise to 0.25% in just 12 months’ time to be realised. We continue to expect the 

MPC to wait until the second half of 2023.” 

Rabobank 

• “This clearly wasn’t the hawkish tilt on which some market participants had placed their 

bets” 

• “Another slowdown of [gilt purchases in August] in order to continue on its glide path 

towards the end of the year, is to be expected.” 

• Rabobank expects “moderation in growth before we’re back at trend. A moderation in 

inflation would then follow from early-2022 onwards. As such, we don’t think that the Bank 

of England will be in the position to raise interest rates this year or next.” 

Societe Generale 

• “The key policy guidance passages were repeated verbatim from the May policy summary. 

They send a strong signal that the MPC is in no hurry to commence policy tightening.” 

TD Securities 

• “The Bank of England kept policy unchanged, as expected. And while the underlying tone 

was quite upbeat, and we do think that there was a clearer hawkish lean, it was not hawkish 

enough for those looking for a sharper turn after last week's FOMC meeting.” 

• “While the central view is that the recent pick-up in inflation is transitory, there also seems 

to be more willingness to question that view.” 

• “We believe that the BoE will continue to be fairly cautious though through the autumn... 

However, while it's not our base case, the BoE could turn considerably more hawkish pretty 

quickly in early-2022 if the data supports it.” 

UBS 

• Baseline still sees first hike in 2023 with QE completed as planned but risks of late 2022 hike 

given better growth outlook and faster reabsorbsion of furloughed workers. 

• “The meeting on 5 August, when the MPC is likely to make an announcement on its review 

of the earlier commitment "not to reduce the stock of purchased assets until Bank Rate 

reached around 1.5%", will be important” 

UniCredit 

• “We continue to expect the MPC to leave the bank rate and the target stock of asset 

purchases unchanged through 2022, but risks are skewed towards action sometime in 2022” 
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MNI POLICY TEAM STATE OF PLAY: BOE On Hold; 

Sees Inflation Going Above 3% 

By David Robinson, 22 June 

The Bank of England is soon set to face inflation moving more than a full percentage point above 

target but it will continue to lean strongly against downside risks, the minutes of the latest meeting 

revealed on Thursday, as its staff economists revised up near-term growth and inflation forecasts.  

Inflation is "expected to pick up further above the target, owing primarily to developments in energy 

and other commodity prices, and is likely to exceed 3% for a temporary period," the minutes of the 

June meeting of the BOE's Monetary Policy Committee showed. In the May Monetary Policy Report 

forecast round CPI inflation had been shown moving above the 2% target and peaking at 2.47% in Q4 

of this year. 

The MPC, which left policy and its guidance on hold this time, will go through the full forecast round 

ahead of the August meeting but the Bank's staff's latest updates gave a foretaste of what the new 

projections are likely to show, with quarterly growth in Q2 expected to come in at 5.5%, up from 

4.25% at the time of the May Report, and inflation to peak above 3%. 

Rising inflation is not yet feeding through into household inflation expectations, which the minutes said 

not had fallen near-term and were pretty stable longer term, although financial market inflation 

expectations have risen, with five-year forwards up around 15 basis points since the start of the year.  

LOOK THROUGH 
Yet the MPC may soon be facing, at least temporarily, a situation where it will have to decide whether 

to look through a period of above-target inflation.  

The majority on the committee are likely to be prepared to keep holding fire before tightening, with the 

minutes stating that "Policy should both lean strongly against downside risks to the outlook and 

ensure that the recovery was not undermined by a premature tightening in monetary conditions." 

While MPC members were divided as to whether higher inflationary pressures would prove to be 

sustainable, the one dissenting vote came from Chief Economist Andy Haldane, who again voted to 

lower the target stock of asset purchases to GBP825 billion from GBP875 billion. As this was his final 

meeting, and as the Bank is already closing in on the target, having got more than halfway through 

the current GBP150 billion purchase round, his vote seems to be largely symbolic. The nine member 

MPC was unanimous in voting to leave Bank Rate at 0.1%. 
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