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BoE Preview: September 2021 
Statement/Minutes release: 12:00BST, Thursday 23 September  

Expected link: https://www.bankofengland.co.uk/monetary-policy-

summary-and-minutes/2021/september-2021 

MNI View: How hawkish is Pill? 

Tim Davis, 4 August 

The September MPC meeting will not be accompanied by a new Monetary Policy Report or 

economic forecasts. There are three main questions we are left jostling with: do the majority of MPC 

members now agree that the necessary conditions for tightening (highlighted in the previous 

guidance) have now been met? Has there been a shift in expectations regarding the temporary 

nature of inflation? And how hawkish is the new Chief Economist Huw Pill? These questions are all 

interlinked and require us to look at developments since the last MPC meeting. 

Inflation data likely still seen as transitory 
Inflation data has generally come in a little higher than expected (albeit the latest print for August is 

skewed substantially by base effects from last year’s Eat Out to Help Out scheme). Nevertheless, the 

increase in prices was a bit more broad-based than some had expected and with commodity prices 

(particularly energy prices) it looks as though inflation will persist at a higher level than previously 

expected by the Bank. Indeed, in normal circumstances the MPC would without doubt look through 

commodity price spikes particularly as they tend to reduce discretionary income and hence 

negatively impact growth. However, with inflation already at high levels, some MPC members might 

start to become concerned about how long inflation can run at elevated levels before having an 

impact on wages and inflation expectations. We still think that the balance of opinion on the MPC 

will be that inflationary pressures are largely transitory, but the potential for persistence seems to 

be growing. 

Activity data has disappointed, but is this a supply or demand issue? 
Against this backdrop, activity data has disappointed with the economic recovery appearing to stall 

over the past couple of months. However, this data is also harder to interpret than it normally would 

be. It is not clear how much of the stalling of the economic recovery was due to a lack of demand 

and how much was hampered by supply issues as the economy reopened. A lack of demand would 

in itself push hikes further out, but if a supply shock was to persist this would be inflationary and 

hence make a rate hike more probable, at the margin. 

Labour market data hard to gauge ahead of the end of the furlough 
Labour market data has also been difficult to interpret. The experimental HMRC payroll data (which 

is more timely than the headline employment print) shows that the number of payrolled employees 

exceeded the pre-crisis high in August. However, the latest estimate of furloughed employees (from 

July) showed that there were still 820k employees on full furlough and a further 740k employees on 

flexible furlough. For the Bank’s labour market forecasts to remain on track, a large proportion of 

these furloughed workers will need to be reabsorbed into the workforce. 
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Uncertainty is already high ahead of any fiscal policy changes 
In essence, there is still higher than usual levels of uncertainty surrounding economic activity, the 

path for inflation and the labour market. Add to this the end of the Universal Credit topup (for those 

on low incomes) and the increase in national insurance in April 2022 and of course the uncertainty of 

the path of the pandemic through the winter period. 

Some clarity to appear from early 2022 
We will likely have to wait until early 2022 to get some clarity on these issues. Labour market data 

should by then show how smooth the end of the furlough scheme was while we will know by then 

how severe the impact of Covid-19 through the start of the winter period has been. Only at this 

point do we expect the MPC to explicitly begin to start discussing the merits of rate hikes. 

New faces on the MPC 
We have also seen two new MPC members join the Committee since the August meeting. Catherine 

Mann replaces Jan Vlieghe and is widely expected to remain towards the dovish end of the 

spectrum. The wildcard, however, is the appointment of Huw Pill as Chief Economist, to fill the 

vacancy left by Andy Haldane who left the Committee at the end of June. 

Is Huw Pill the swing voter? 
Pill has not made any public appearances since joining the MPC just a couple of weeks ago. Most 

point to his views from academia that reference the drawbacks of central bank balance sheets 

becoming too large. Some analysts have even pointed out that he could join Saunders in voting for 

an early end to QE. However, we would caution that a view stated in a purely academic sense does 

not necessarily translate to a real world voting intention when an economy is recovering from a 

pandemic. We would, however, expect him to agree that the necessary conditions for a hike had 

been met (according to the parameters set out in the forward guidance) and this would tip the 

balance of the majority on the MPC into believing that the necessary conditions for tightening had 

been met (but the sufficient conditions are still some way off). In this sense, Pill is immediately 

joining the MPC as the swing voter. 

Will the BOE mention market pricing?  
One last point we would make is that the market is already fully pricing a hike in Q2-22 and a second 

hike by the end of 2022. This is a more optimistic rate path than seen ahead of the August MPC 

meeting and also more hawkish than that seen by sell-side analysts in general. If the Bank was to 

mention this rate path and implicitly accept it, we are likely to see a further sell-off of short sterling 

and gilts but if the Bank were to push back we would see the opposite. 
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Summary of Analyst Views 

• Since the immediate aftermath of the August MPC meeting, five of the 18 sell-side analysts 

in our survey have brought forward their expectations of the first rate hike. 

• The market is pricing in earlier hikes than sell side analysts forecast. 

• 7/18 analysts expect the first hike in Q2-22, 11/18 by Q3-22 and 13/18 by end 2022. 

• Bank Rate at 0.50% (the trigger for the end of gilt reinvestments) is seen by 4/18 analysts in 

2022, 8/18 analysts expect by the end of Q1-23. 

• As a base case, Barclays is the only institution to see an MPC member join Saunders to vote 

for an early end to the QE programme which is scheduled to end mid-December. (Barclays 

expects Ramsden to dissent, too). 

• A number of analysts acknowledge the risk of Ramsden joining the dissent, with some also 

noting that new Chief Economist Huw Pill could enter an early dissent. 

• Pill is widely expected to join the “metters” – the group of MPC members who believe that 

the necessary conditions for hiking have been met, leading the group to a majority. 

• Mann is expected to be on the dovish end of the spectrum. 

 

  

Institution Post-August meeting Pre-September meeting

Goldman Sachs
Expect first (15bp) hike in Q3-23. Further 25bp in Q1-24 with balance sheet runoff. 25bp 

more in Q3-24. Risk of more scarring/higher inf which imply earlier tightening.

Expect first 15bp hike in May22 then three 25bp hikes: Bank Rate at 0.50% in Q4-22, 

0.75% in Q2-23 and 1.00% in Q4-23 with Bank Rate on hold and active gilt sales in 2024.

BNP
Expect first hike in Aug-22 "by which time the MPC will  have greater clarity on the labour 

market as well as the transitory nature of inflation." Risks of an earlier hike in May-22.

See outside chance of Pill joining Saunders to vote to end QE early. Expect 15bp hike in 

May, another 25bp in November and third hike in 2023.

RBC
Sequencing review “supports our recent revised Bank Rate call, our expectation of two rate 

rises, by 15bp in May 2022 and 25bp in Nov 2022”

Expect Saunders to be sole dissenter voting to curtail  QE. Continue to look for 15bp hike in 

May 2022 and 25bp in Nov 2022.

HSBC Hike in May22, Nov22 and begin tapering reinvestments H2-22.
Expect 8-1 vote with Saunders sole dissenter. Pil l  to join "metters" in 5-4 split. Continue to 

expect first 15bp hike in May22 and 25bp hike in Nov22 with no votes for hike in 2021.

Bank of America
BoE appears "comfortable with a first rate hike in 2022 and a second sometime in 2023 or 

early 2024. It is the progress from 0.5% that looks most questionable."

Look for 8-1 vote with risk of Ramsden joining Saunders' dissent. First hike in May 2022, 

second in February 2023. Risks of a Feb 22 hike if utilty prices "hiked a large amount."

UBS Continue to look for 15bp hike in May 22 with a further 25bp in Feb 23.
Look for 8-1 hike. Continue to expect 15bp hike in May22 and 25bp hike in Feb23 "with the 

risk skewed towards more hikes" if inflation turns out to be more persistent than exp.

JP Morgan
Inflation below target at the end of the forecast is a signal the BoE is leaning more 

towards a late 2022 hike." Expect 4Q-22 first hike "with risks stil l  for an earlier move."

Saunders to dissent; possible but unlikely there is another dissenter. Look for first 15bp 

hike in 2Q-22 (from 4Q-22) with further 25bp hike in 1Q-23 when reinvestments cease.

Nomura
Stil l  see first 15bp hike in Feb 2023 and further 25bp hike in Aug 23 but QT to now start 

with second hike.

8-1 vote on QE with at least 5 members saying guidance has been met. First hike Aug22 

with further 25bp hikes in Feb23 and Nov23. Feb23 hike alongside end of reinvestments.

Deutsche
Stick to call  of 15bp hike in Aug 22 (then +25bp in Feb 23 and Feb 24). Should the economy 

outperform relative to DB's expectations case for May 22 "will  undoubtably get stronger".

Expect 8-1 vote with Saunders dissenting. Continue to look for Aug 22 hike of 15bp 

(although only marginally in favour of Aug 22 over May 22).

Morgan Stanley
Feb 22 "tightening signal" for Aug 22 15bp hike. Then one hike per year with balance sheet 

run-off towards end-2023 and outright gilt sales from 2025.

Expect 8-1 vote with Saunders dissent. Feb22 "hawkish signal" for single 2022 hike of 

15bp in August. If furlough unwinds as BOE forecast May22 and Nov22 hikes.

Société Générale
First hike "late-2022" as MPC "is clearly concerned about recent inflation developments 

so is now signalling that policy cannot remain unchanged for too much longer "

Saunders to dissent to reduce QE target by GBP45bln and "minor chance" Pill  may join 

him. First hike 15bp hike Q3-22.

NatWest Markets First hike Nov 22 with a further 25bp hike to 0.50% in May-23.
8-1 vote with a "modest risk" of Ramsden joining Saunders to dissent. First 15bp hike in 

Nov22 (risks of an earlier hike in Q3 or Q2). Further 25bp hikes in May23 and Nov23.

ING "The first rate hike is l ikely to come in early 2023, or perhaps a l ittle earlier.”
8-1 vote with Saunders the sole dissenter. First hike to be delivered in Nov22 with second 

hike in H2-23.

UniCredit
"Continue to expect the first rate hike in 2023, but the risks are now slightly further 

skewed towards a small (15bp) hike in the second half of next year"

Look for 8-1 vote with Saunders only dissenter. Stil l  expect first hike in "early 2023..but 

the probability of a hike next year (ahead of the Fed) is rising."

Barclays
Maintain forecast "of prolonged status quo through 2022." The BoE "clearly believes that 

risks are more symmetrical and linear." Rates marginal tool for moves both up and down.

7-2 vote with Ramsden and Saunders voting for early end to QE. Central scenario "a status 

quo on rates and balance sheet" after 2021 but risk of 1-2 hikes in 2022.

TD Securities
First rate hike in May 23 "(with risks ti lted toward a sooner hike), meaning that the Bank's 

reinvestments could cease in the second half of that year after a subsequent hike.”

"there are three identifiable hawks on the MPC now: Saunders, Ramsden, and Pill." 

Possible Saunders is joined by 1-2 others in dissent.

Pantheon
Bring forward first hike to Q2-23 followed by 25bp in Q1-24 with the MPC stopping 

reinvestment simultaneously.

Expect 8-1 vote with Saunders the sole dissenter. Stil l  expect "GDP growth to be weak 

enough for the MPC to wait until" H1-23 to raise the Bank Rate.

Rabobank
"The MPC intends to gradually unwind the central bank’s balance sheet when Bank rate 

reaches 0.50% rather than 1.50%. In our view, this will  stil l  take more than two years."

Expect Pil l  to join "metters" camp. Inflation is driven by global supply and unusual comp 

of demand. "Reluctant" to forecast hike in 21/22 but Bank may "stil l  decide to do so."

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 

• “We expect a unanimous decision to keep rates unchanged and a 7-2 vote on QE with 

Ramsden and Saunders calling for an earlier rundown.” 

• “We mostly expect a repeat of August’s narrative, but possibly with a stronger focus on 

increasing inflation than disappointing growth” 

• “We will also watch for indications of how new MPC joiners Mann and Pill will influence this 

discussion given we expect them to lean towards the more cautious side, on average.” 

• “We expect the more hawkish members (Ramsden and Saunders) to make their voices hard, 

highlighting risks of more persistent inflation, in contrast to warnings by more dovish 

members (Tenreyro and Haskel) insisting that the recovery is still too fragile to weather a 

premature tightening.” 

• “Our central scenario is for a status quo on rates and balance sheet once the BoE reaches its 

target asset purchase size by the end of the year” 

• “We acknowledge, however, that the Bank may believe that an early hike would help it to 

deliver on its mandate, anchor expectations and mitigate risks of a more persistent inflation 

overshoot. This is a plausible risk to our central scenario. Such a hike could occur as early as 

February and could be followed by another hike in 2022, assuming growth and labour 

market conditions evolve broadly in line with the Bank’s current forecast.” 

BNP: First hike in May 2022 followed up in November 2022 and a third hike in 2023  

• “We think the MPC will vote unanimously to keep rates on hold at the September meeting. 

We see an outside chance of Pill joining Saunders in voting for scaling back QE purchases, 

which would take the vote to 7–2 in favour of completing the current round of asset 

purchases.” 

• “We think that a majority of MPC members are now likely to see the conditions for 

tightening as having been met.” 

• BNP expect no changes to views of existing MPC members but expect Pill to join those who 

think conditions have been met while Mann joins those who don’t think conditions are met 

(replacing Vlieghe). This would lead to a 5-4 split on the MPC in favour of those who thought 

conditions have been met. 

• “We think that the MPC will want to wait for evidence that the end of the furlough scheme 

has not had a big adverse impact on the jobs market and that the majority of furloughed 

workers have been brought back into the labour force. Due to the lagged nature of labour 

statistics, it will take until February for the MPC to have two full months of post-furlough 

data” 

• “Expect a 15bp hike in May next year, followed by another 25bp hike in November. We have 

pencilled in one more hike in 2023, alongside the start of balance sheet reduction. We do 

not think that ‘passive’ quantitative tightening will prevent further rate hikes.” 

• Had previously forecast first hike in August 2022 with risks of a May hike. 
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BofA 

• “We look for an 8-1 vote to continue QE, with Michael Saunders dissenting. We see a risk of 

a second dissenter (Ramsden).” 

• “We do not expect the Bank of England to materially change its message at next week’s 

policy meeting. The risks seem skewed towards a hawkish tilt given recent inflation and 

labour market data, but we think it is still too early for the BoE to make any firmer 

statements on the likely timing of rate hikes” 

• “If Saunders believes ending QE early is important because it is imparting stimulus, or that 

lowering the future stock will impart tightening, then he must also think that the BoE’s QT 

plans – to start running down the stock when Bank Rate reaches 0.5% – will impart 

meaningful tightening and therefore will limit the ability of the BoE to hike Bank Rate 

beyond 0.5%. That is the opposite of what Bailey has argued – that balance sheet run down 

will impart little tightening because it contains no signal.” 

• “We expect May [2022] rate hike, February [2023] becoming more likely.” 

• “In our view the BoE see balance sheet run down as a key credibility boosting measure. To 

start run-down in fiscal year 2023 the BoE would have to hike twice (15bp and 25bp) before 

April 2023. May and February would provide time to wait for supply disruptions to ease, 

more clarity on the economic outlook and still give time to leave 9 months between each 

hike, thereby not precipitating a significant hawkish shift in market rate expectations” 

• “The prospect of inflation sticking above 3% for longer than the BoE currently expects – if 

utility prices are hiked a large amount next April – and/or a higher weight placed by the BoE 

on market inflation expectations could we think see the BoE pressured into a hike in 

February [2022]. We see a December 2021 hike as unlikely. The BoE would only just have 

seen post-Furlough labour market data (available in December).” 

Deutsche Bank 

• Look for 8-1 vote with Saunders continuing to dissent to end QE early. 

• “It remains too early to expect a further hawkish pivot from the MPC at this stage. Growth 

has slowed materially. And while hiring, unemployment and job vacancies have been 

positive, the scale of furloughed staff remains worryingly high with only weeks to go on the 

furlough scheme.” 

• “The… step – where the majority of the MPC see that prevailing conditions are "sufficient" 

for some stimulus to be withdrawn and where risk management considerations no longer 

had any force – likely won't happen just yet.” 

• “When do we think most (or all) of these conditions will be met? We think this happens 

early next year, paving the way for a May/August rate hike, with our central case very 

marginally tilted to the latter (i.e. August).” 

• “What would need to happen for a February rate hike to be on the table? Three things. One, 

the MPC will need to clearly set out in September (or November) that "some withdrawal of 

monetary stimulus would be needed in the coming months... Two, the MPC will need to 

square off the drop in demand by designating the slowdown to (mostly) supply related 

factors.... And three, the furlough impact has to be limited.” 
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Goldman Sachs: First hike in May 2022 with rates at 1.00% by end of 2023 

• After the labour market and inflation data, Goldman Sachs pushed forward its initial Bank 

Rate hike to May 2022 (15bp) "to be followed by subsequent increases of 25bps every two 

quarters, putting Bank Rate at 0.5% in 2022Q4, 0.75% in 2023Q2 and 1.0% in 2023Q4." 

• They expect reinvestments to cease when Bank Rate reaches 0.5% in Q422 and then "the 

BoE to begin active asset sales in 2024, after hitting the stated 1.0% threshold at the end of 

2023." They expect the BOE to "pause the hiking cycle in 2024 in order to assess the impact 

of asset sales." 

• Previously GS expected the first (15bp) hike in Q3-23 with a further 25bp in Q1-24 

accompanied by balance sheet runoff and then 25bp more in Q3-24 to 0.75%. 

• GS made the change following 14 July's labour market data and note that they "now see 

scope for greater re-absorption of furloughed workers back into employment after 30 

September relative to our previous expectation that around 250k furloughed workers would 

become unemployed during Q4. As a result, our revised unemployment rate forecast has a 

sharper decline in Q3 followed by an increase to a peak of around 4.9% in Q4-a less 

disruptive outcome than we previously expected but an unemployment rate that still peaks 

slightly above the BoE's modal path in the August MPR" 

• GS also note that the 4-4 split of MPC members who announced they thought the necessary 

(but not sufficient) criteria for tightening had been set will move to 5-4 as "we believe the 

newly appointed Chief Economist, Huw Pill, is likely to join the group of internal members 

thinking the minimum conditions for tightening policy have been met. This news implies an 

earlier rate increase than we previously thought." 

• “We expect the BoE to acknowledge the softer momentum in UK activity, given that 

sequential growth in the UK has slowed sharply over recent months and we have materially 

downgraded our H2 GDP forecast.” 

• “The recent commentary from BoE officials could change the tone of the BoE’s summary 

statement in the direction of sounding more comfortable with market pricing for rate hikes” 

HSBC 

• Expect “8-1 vote to keep the quantitative easing target unchanged (with Michael Saunders 

maintaining his vote to reduce it and end the programme early)” 

• “We don’t know much about the new members yet, but, on balance, we suspect that Ms 

Mann will join the doves (a like-for-like swap with her predecessor Jan Vlieghe) while Mr Pill 

could join the hawks, tipping the balance 5-4 in their favour.” 

• “The market got excited about Andrew Bailey’s comments on 8 September, but for us, they 

were dovish, pointing to one more ‘not metter’ than we had accounted for.” 

• “We believe the earliest any MPC member will start voting for rate rises is February when 

the situations on COVID-19, inflation and unemployment will be a little clearer. And we 

expect the first 15bps rate rise in May 2022 (followed by a 25bps rise in November 2022).” 
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ING: Expect first hike in H2-22 rather than 2023 

• Expect “8-1 vote to keep the quantitative easing programme on track to finish in December.” 

• “Probably, the majority of voters now feel the conditions for tightening have been met.” 

• “With markets already pricing in a rate hike in the not-so-distant future, there's little 

incentive for the Bank to unnecessarily tie its hands by endorsing a particular timeline this 

week. We therefore expect the Bank to simply reiterate its plan for 'modest tightening' over 

the next few years.” 

• ING changed its BOE view on 2 September “We expect the first rate rise to come in the 

second half of 2022, probably in November.” 

• “The Bank of England has said it will stop reinvestment proceeds from maturing gilts when 

rates hit 0.5%, and we expect that to happen in the second half of 2023.” 

• Previously had expected the first hike “in early 2023, or perhaps a little earlier.” 

JP Morgan: First hike in Q2-22 (from Q4-22) with additional 25bp in Q1-23 

• “Look for Saunders to maintain his dissent for suspending this year’s remaining asset 

purchases. There is perhaps more uncertainty around his vote than may be apparent at first 

glance. Given the majority on the MPC voted to see out remaining asset purchases in 

August, continued dissent by Saunders would in effect imply he sees no operational issues 

with suspending purchases as the end to the program draws near” 

• “It is possible that another member joins Saunders in dissenting next week, although we 

assume the weaker growth data will prevent that from happening.” 

• “A rapidly outperforming labor market amid a very high inflation outlook will make it harder 

for the BoE next week to push back on mounting expectations for a 1H22 rate hike” 

• “A wobble in the latest domestic and global growth indicators introduces fresh uncertainty. 

This will likely prevent the MPC from expressing much confidence or offering more explicit 

guidance about the timing of the first hike until it regains confidence that the path to 

recovery is clear” 

• JP Morgan revised its Bank Rate forecasts following the labour market report on 17 August 

now sees the first 15bp hike in Q2-22 (from Q4-22) with the second 25bp hike in Q1-23 

"which would also be when the BoE will stop reinvestments." 

• JP Morgan argued that "given the emphasis" the Bank has placed on labour market data, this 

is enough for JPM to change their BoE view. 

Lloyds 

• “The Committee’s vote on the continuation of the current £895bn tranche of asset 

purchases may again be split 8 to 1, (with external member Saunders once more voting for 

an early ending). However, as the tranche is set to be used up by end year that now doesn’t 

seem to be a major issue and no other immediate policy moves are likely to be seriously 

considered.” 
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Morgan Stanley 

• Expect 8-1 vote with Saunders the sole dissenter. 

• “Expect the MPC to wait for uncertainties to clear - notably on the end-September transition 

off furlough - before acting, while reiterating the August expectation for some modest 

tightening.” 

• “Expect a hawkish signal in February for an August 2022 hike, with an earlier hike likely if the 

MPC's more bullish forecasts play out” 

• “In our base case, despite strong progress in recent months, we expect a rise from an 

expected 4.5% unemployment rate in 3Q21 to 5.1% in 4Q21… [before falling back to 4.5% by 

3Q22] and would expect the Bank to hike by 15bp at that point, likely in August 2022.” 

• “In our bull case of a smooth and orderly end of furlough with no rise in unemployment - as 

forecast by the MPC - we see more sustained wage pressures, and higher core inflation. This 

in turn likely drives two hikes in 2022 in May and November.” 

• “In our more pessimistic bear case, the jobless rate rises to 5.6%, and the BoE tightens only 

in 1H23, at the earliest” 

NatWest Markets 

• Expect 8-1 QE vote with Saunders sold dissenter but “modest risks” of 7-2 with Ramsden 

joining. 

• “We expect the MPC to reiterate its view that the rise in inflation will be transitory, though 

the language around the risks is likely to become slightly more hawkish, with references to a 

faster erosion of slack in the labour market.” 

• “The labour market data continue to lean in a 'hawkish' direction, though we remain of the 

view that the majority of the Committee will want time to observe trends through Q1 2022” 

• “The NWM BoE Bank Rate forecast is for the first hike, +15bp to 0.25%, in November 2022. 

The risks around our forecast are skewed towards an earlier first hike: Q3 or even Q2 2022. 

We expect a cautious pace of policy tightening and look for a 25bp rise to 0.5% in Q2 2023.” 

Then a further 25bp to 0.75% in November 2023. 

Nomura: First hike Aug22 (from Feb23) with further hikes in Feb23 and Nov23 

• “One member to continue voting to end the QE programme early, and at least five members 

saying that they think guidance (with respect to tightening policy) conditions have been met 

(up from four at the August meeting)” 

• Last “week’s inflation and labour market data have been important reasons for us bringing 

forward our view by six months, to August 2022. Despite this revised view we remain of the 

opinion that rate hikes will be slower than consensus or the market thinks” 

• Look for second 25bp hike in February 2023 and third hike of 25bp in November 2023. 

• “That would mean the first gilts to roll-off the balance sheet would be the £14bn of 

redemptions in July 2023 followed by a further £21bn in September of the same year – a 

total of £35bn for calendar year 2023, which may at the margin limit the need for further 

hikes until later in that year.” 

• “These are, however, exceptionally uncertain times, and we should thereby stress the 

greater risks to our forecast profile than normal.” 
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Pantheon 

• Expect “Michael Saunders to remain alone in voting to end QE early.” 

• “we still expect GDP growth to be weak enough for the MPC to wait until the first half of 

2023 to raise Bank Rate.” 

Rabobank 

• “With the appointment of Huw Pill as the Bank’s Chief Economist –who has been advocating 

for explicit limits on the use of new or non-standard policy instruments – it is reasonable to 

expect that this new guidance now does have a majority backing. The minutes will probably 

reflect this, but that shouldn’t be construed as a fresh hawkish signal.” 

• “If the Bank of England indeed decides to tighten next year, both fiscal and monetary policy 

are hitting the brakes on the economy. That’s an “ECB 2011”-policy error in the making” 

• “We project the three-month growth rate of GDP to level off quite rapidly, as the low-

hanging fruit from reopening has long been picked. Meanwhile, we note that the size of the 

UK’s economy in July was still 2.8% below its pre-pandemic peak of October 2019.” 

• “Inflation is driven by global supply constraints and an unusual composition of demand – not 

the level of aggregate demand. Domestic factors, which include Brexit, aggravate this 

imbalance. Meanwhile, fiscal headwinds have started blowing. This is why we remain 

reluctant to forecast an increase in the Bank’s policy rate this year or next… It may, however, 

still decide to do so. After last year’s accusations of fiscal dominance, they might have a 

particular interest in convincing the public that it is still, after all, a central bank determined 

to fight off above-target inflation. The risk of a policy error is therefore elevated” 

RBC 

• “We expect Michael Saunders to again be a lone dissenter in an 8-1 vote to maintain the 

government bond target at £875bn” 

• “The notable shift in the MPC’s rhetoric came not [at the TSC] last week but in the period 

between the June and August meetings. Reflecting that, we used our preview of the last 

meeting, to adjust our BoE call, forecasting two hikes in Bank Rate in 2022 (a 15bps increase 

to 0.25% at the May 2022 meeting and a further 25bps increase to 0.5% at the November 

2022 meeting).” 

Societe Generale 

• “Saunders will probably vote for a cut in the gilt purchase target by £45bn and there is a 

minor chance that Pill will agree with him.” 

• Still look for first 15bp hike in Q3-22. 

  



 

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

Page 10 

TD Securities 

• “There are three identifiable hawks on the MPC now: Saunders, Ramsden, and Pill. It's 

possible that Saunders repeats his previous dissent as a sort-of protest vote, and he might 

even be joined by another MPC member or two, but this would be largely futile as the 

majority of the MPC favours seeing through the current QE programme to its December 

completion. The hawks will have their turn to drive the debate toward rate hikes in early 

2022, however.” 

• “Developments are likely to reinforce a positive tone from the MPC at the upcoming 

meeting, with recent inflation and labour market data somewhat better than expected since 

the last policy decision.” 

• “The MPC may acknowledge that rising inflation might be somewhat less transitory than 

they previously expected” 

• “If the furlough scheme unwinds smoothly, then the MPC may start talking about the 

possibility of rate hikes as early as next year. If, however, the unemployment rate rises more 

substantially as furloughed employees are let go, the MPC may choose to be more patient.” 

• “A relatively smooth growth outlook with persistent inflation could see the MPC hike as 

soon as August 2022; a more rapid decline in inflation next year or a disruptive end to the 

furlough programme could see a first hike come in 2023H1. Risks are tilted to sooner rather 

than later.” 

UBS 

• “We expect Michael Saunders, who already at the last meeting voted in favour of reducing 

the target stock of gilts, to maintain his stance. The rest of the Committee, however, we 

think is likely to vote for no change” 

• “We expect the Committee to note mixed incoming data, and reiterate that it continues to 

monitor labour market developments for signs of second-round effects that could lead to a 

more persistent inflation overshoot.” 

• “We expect the MPC to deliver the first rate hike (15bps) in May 2022, followed by the 

second hike (25bps) in February 2023, with the risk skewed towards more rate hikes if the 

rise in inflation were to turn out more persistent than currently anticipated.” 

UniCredit 

• Look for 8-1 vote with Saunders the only dissenter to end QE early. 

• “The arrival of Huw Pill will likely mean a majority now think the old guidance has been 

satisfied, but this was only a necessary, not a sufficient, condition for rate hikes.” 

• “We still expect the first-rate hike in early 2023 (because we expect growth to slow and 

unemployment to rise more than the MPC expects), but the probability of a hike next year 

(ahead of the Fed) is rising.”  
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Key BoE Comments / Speeches 

Treasury Select Committee Highlights 

8 September 

• Bailey when asked what the impact of QT on households: “Particularly with what I might call 

the autopilot, gradual reduction in the balance sheet through not doing reinvestments, I 

would hope that it would go on in the background. Janet Yellen once described it as 

watching paint dry. We would want it to have no impact, in that sense, that was 

perceptible.” 

• Ramsden: “It is interesting that, when we made the announcements in August, setting out 

these new two thresholds of 0.5% and 1% in the monetary report box, always dependent on 

economic conditions at the time, there was no perceptible market reaction.” 

• Ramsden: “What we are saying about quantitative tightening is that you can make a 

distinction. In the way that we will go about it, at the 0.5% threshold we will stop the Bank 

rate; we will stop reinvesting. The market knows and we know from our portfolio of £875 

billion that £70 billion of assets— Government bonds—are going to mature in 2022 and 

2023, and then something like £130 billion in 2024 and 2025. All of that is in the market; it is 

discounted. That is what Andrew means about gradual and predictable. It can be anticipated 

now, and we would only do that not reinvesting in conditions where there was market 

functioning and where the economic conditions justified it. We think it is likely that that will 

have a less of an impact than the average of previous episodes of quantitative easing. One of 

the reasons, which Andrew said, is because of market functioning and the other is that quite 

often, when you are doing quantitative easing, you are deliberately trying to signal that 

interest rates are going to stay low along the curve. That does not apply in quantitative 

tightening.” 

• Bailey: “My view was that the guidance had been met.” 

• Ramsden: “I gave a speech in July where I flagged that I thought that the guidance was close 

to being met. By the time it got to the August round, my view also was that the guidance, 

which was significant progress on eliminating spare capacity and a sustainable return of 

inflation to target, had been met, but those were always necessary rather than sufficient 

conditions for tightening.” 

• Tenreyro: “I did not think that the guidance conditions had been met. Let me stress that in 

the minutes we also stated that we all agreed that policy should focus on medium-term 

inflation prospects and not place undue weight on temporary capacity pressures. As we have 

discussed, there are currently temporary factors pushing down on supply relative to its 

medium-term potential—supply chain bottlenecks and even recoveries across sectors, and 

so on. With output and employment still some way below that medium-term potential, I did 

not think that the guidance conditions had been met. 

• Tenreyro: “For me, one of the benefits of the guidance was that it gave households and 

businesses confidence that we would not tighten policy until the recovery was secure. My 

view is that demand still has some way to go to recover to where it was heading before 

Covid. The recovery cannot be seen as complete just because there are temporary supply 
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restrictions or slowdowns in supply. The risk is that, instead of encouraging demand to go 

back to its medium-term potential, we end up with scarring and supply ends up falling to 

adjust to that weaker demand. I always make clear that, in judging policy, I take a broader, 

medium-term view of capacity.” 

• Broadbent: “I was on the side of thinking that these conditions had been met” 

Tenreyro Written Testimony to TSC 

Statement of 27 August (published 8 September) 

• “I agree with the central view in the MPC’s August forecast that the coming increase in 

inflation is likely to be temporary” 

• My upcoming policy votes will be affected by some large uncertainties over how the 

recovery will proceed in the coming months. First among these is how economies will be 

affected by reductions in fiscal stimulus in the next few quarters – in the UK, the withdrawal 

of the furlough scheme in particular. 

• “My central case forecast is that there will no longer be a sharp increase in unemployment 

as the scheme ends, given that consumer behaviour is now closer to normal than it has been 

at any point so far in the pandemic.” 

• “But there remain risks that the adjustment is less smooth. These risks interact with the 

evolution of Covid and its effect on behaviour. If the rotation of consumption towards its 

pre-Covid pattern stalls, or reverses, owing to concerns about the Delta variant, then we are 

likely to see a larger rise in unemployment as furlough ends.” 

• “There is also the risk that the anticipated rise in inflation could prove more persistent than 

we currently expect, particularly if it were to become embedded in higher wage and price 

inflation expectations.” 

Ramsden Written Testimony to TSC 

Statement of 27 August (published 8 September) 

• “my central expectation is that the period of excess demand and above-target inflation is 

likely to prove transitory, such that in the medium term inflation is likely to fall back to close 

to our 2% target and demand and supply are likely to return broadly to balance.” 

• “I agree with the judgement set out in our Minutes that, should the economy evolve broadly 

in line with our Monetary Policy Report projections, some modest tightening of monetary 

policy over the forecast period is likely to be necessary to be consistent with meeting the 

inflation target sustainably in the medium term.” 

• “I think of that central outcome alongside two potential alternative scenarios for the 

economy. One alternative scenario is a more persistent inflationary one, in which supply 

pressures do not ease and demand continues to pick up.” 

• “A second alternative scenario meanwhile is one in which demand growth does not just 

moderate but instead weakens more substantially, alongside easing supply pressures.” 

• “In terms of the two alternative scenarios I put more weight on the inflationary than the 

disinflationary one… I will be monitoring the data and newsflow, in particular the 

progression of the Delta wave of Covid and developments in the labour market, closely” 
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Saunders: Rate Could Rise In 'Next Year or So' 

7 September 

• Dependant on economic conditions, the first UK rate hike could come in the next 12 months 

or so, Bank of England Monetary Policy Committee member Michael Saunders said. 

Saunders, who voted to end asset purchases at the last meeting, said in an Intuit video 

session he made clear that he is now contemplating rate hikes in the near future. 

• "If the economy continues to recover and inflation shows signs of being more persistent 

then in might be right to think of interest rates going up in the next year or so." 

• "Any rise in interest rates in the next year or so should be relatively limited given that a 

neutral level of interest rates is much lower than it used to be and it is not clear that you 

would even need to get back to neutral." 

• Saunders also said he thinks that output is around the pre-pandemic level around this month 

or next month - but that hides differences across the economy with some sectors taking 

longer to recover and others ahead of where they were. 

Mann: Domestic Central Banks Control Little 

7 September 

Domestic financial conditions are very heavily reliant on international ones and, as a result, central 

banks are left largely impotent, according to Bank of England Monetary Policy Committee member 

Catherine Mann. 

Speaking at a Korean Development Institute event at the G20 Financial Stability Conference, Mann 

said "what domestic central banks can control is relatively little," with research showing some three-

quarters of domestic financial conditions are due to global factors. Mann stressed the need for 

international coordination among central banks. 

  

Central Bank Watch - Bank of England
September 22, 2021

MNI Bank of England Data Watch List
Inflation Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

CPI % y/y 3.2 2.1 0.4 2.59

Core CPI % y/y 3.1 2.0 0.9 1.88

PPI Output % y/y -1.3 -0.9 -0.7 -1.00

Inflation Swap 5y/5y % 3.80 3.75 3.67 0.94

Economic Activity Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

PMI Manufacturing Index 60.3 65.6 55.1 0.98

PMI Services Index 55.0 62.9 49.5 -0.10

Manufacturing Production % y/y 6.0 39.4 -4.8 -0.25

Index of Services % 3m/3m 4.5 1.5 -2.1 1.01

Monetary Analysis Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

Consumer Credit GBP Bn 0.00 0.07 -2.65 0.26

Mortgage Approvals K 75.15 85.35 96.79 -1.37

Lending Sec on Dwellings GBP Bn -1.40 3.56 5.95 -1.52

Nationwide House Prices % y/y 11.0 10.9 6.9 0.72

Consumer / Labour Market Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

Retail Sales Inc Petrol % y/y 0.0 24.5 -3.3 -0.21

Consumer Confidence Index -8.0 -9.0 -23.0 0.83

Employment Chge 3m/3m K 183.0 61.0 -199.0 1.39

Ave Weekly Earnings 3m % y/y 8.3 5.8 4.7 1.22

Markets Current 3m ago 3m Chg 6m ago 6m Chg 2Y History Hit / Miss Vs Trend Surprise Index Z-Score

Equity Market (All Share) Index 4029 4016 3702 1.17

10-Year Gilt Yield % 0.81 0.80 0.82 0.06

Gilt Curve (2s-10s) bps 52.8 73.2 69.2 -1.02

GBP TWI Index 81.27 82.04 81.08 0.04
Note: For quarterly data the 3m ago column will display the previous data point and the 6m ago column will display the data point prior to that. 
Source: MNI, Bloomberg



 

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

Page 14 

MNI POLICY TEAM INSIGHTS 

MNI STATE OF PLAY: Split BOE Likely To Agree To 

Do Nothing 

By David Robinson, 21 September 

The Bank of England, faced with a lingering Covid pandemic and with its monetary policy committee 
split down the middle over whether a key hurdle for tightening has been met, looks set to leave policy 
untouched at its September meeting which concludes with an announcement Thursday. 

With all bar one MPC member voting in August to carry on with the current GBP150 billion asset 
purchase round, which will take until December to complete, there seems little prospect of a majority 
voting to halt it this month and running the risk that the market could interpret that as tightening. 

Instead the Committee will judge that its continuation provides some insurance against higher market 
interest rates. Bank Rate too will almost inevitably be left at 0.1%. 

The MPC's agreed strategy is that it will not tighten at least until there is clear evidence of significant 
progress in eliminating spare capacity, a form of words which is loose enough to provide plenty of 
room for disagreement over whether the higher inflation that has materialised will be sustainable and 
whether the output gap will reopen as supply rebounds. 

The MPC split four-four at its August meeting over whether this condition had been met. Governor 
Andrew Bailey and Deputy Governors Ben Broadbent and Dave Ramsden acknowledged at a 
subsequent Treasury Select Committee hearing on Sept. 8 that they were among those who thought 
it had been met, while independent member Michael Saunders, who was alone in voting to end asset 
purchases, is the prime suspect as the fourth man. 

MPC DEBUT FOR MANN 

The September meeting will mark the first MPC appearance of Catherine Mann, the former top Citi 
and previously chief OECD economist whose three-year term started Sep 1. Before her appointment 
Mann had forcefully expressed the view that the rise in inflation in advanced economies is likely to 
prove temporary as supply returns when the Covid shock fades, so her presence could tilt the scales 
to five-four against the tightening criteria being met.  

One wrinkle, though, is that Mann is probably no great fan of the MPC's agreed guidance, having 
described herself as a campaigner against interpreting output gaps as harbingers of future inflation 
pressures. Relying on the output gap tends to make policy tighten too soon, she said in written 
evidence to the Treasury Select Committee. 

With the next full economic forecast round not taking place until November, the September meeting is 
likely to see plenty of references to holding off on comprehensive judgements of recent developments 
for another couple of months. 

Since August, the government has announced a total 2.5-percentage-point rise in National Insurance 
Contributions, a labour income tax, split between employers and employees. Broadbent has pointed 
out that as the tax rise funds spending on health and social care its overall economic effects are not 
likely to be significant but again the MPC will probably defer comprehensive commentary to 
November. 

https://enews.marketnews.com/ct/uz10098501Biz49751427
https://enews.marketnews.com/ct/uz10098501Biz49751427
https://enews.marketnews.com/ct/uz10098501Biz49751428
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The spike in energy prices, driven by economic reopening and a series of supply hits, is something 
else that the MPC may feel will become clearer with the passage of time. The view of MPC members, 
including Bailey and Ramsden, has been that rather than energy prices, the bigger risk of a sustained 
inflation rise comes from labour market shortages. 

MNI INSIGHT: Fiscal Shift Makes BOE Hikes Harder-

Think Tank 

By David Robinson, 17 September 

The UK government's decision to raise labour income tax rates to boost health and social care 

spending shows it may be hurrying into a premature fiscal tightening, raising the risk that the Bank of 

England will struggle to escape from the lower bound of interest rates, the research director of the 

Resolution Foundation think tank told MNI. 

While the planned 1.25-percentage-point rise in both employer and employee National Insurance 

Contributions from next April to fund health and social care spending rises is likely to be broadly 

economically neutral, it signals an intent to carry out further tightening which could slow growth 

ahead, said James Smith, a former BOE economist. 

The government seems to be assuming that boost to demand from relaxing Covid restrictions and 

spending of savings accumulated during the pandemic will offset the change in its fiscal stance, but 

this may be a miscalculation, Smith said in an interview. The Covid pandemic is far from over and 

there is a risk fiscal support could be turned off before Bank Rate is lifted away from the effective 

lower bound, he said. 

"This is a signalling of tighter policy to come and that is unwelcome," Smith said in an interview. "What 

you don't want to do is to set your fiscal policy so tight that you leave the Bank marooned at the lower 

bound as they had been in the run-up to this pandemic." 

FISCAL MULTIPLIERS 
But the NICs hike in itself will have only a slight macroeconomic effect, even without accounting for 

the associated increase in spending, according to Rory Macqueen, Principal Economist at the 

National Institute of Economic and Social Research. And the fiscal multipliers amplifying the effect of 

both the tax and spending increases are similar, at 0.5 to 0.4, he told MNI, citing NIESR research for 

February's Budget.  

When NIESR, before the 2019 election, modelled the impact of reducing income taxes by some 

GBP26 billion, about double the size of the planned NICs hike, as well as cutting corporation tax, the 

rise in GDP was just 0.1% and the hit from a hike is likely to be broadly symmetrical, Macqueen said. 

The BOE and NIESR will look in detail at the impact of the tax and benefit changes in their next 

forecast rounds but fiscal tightening is already in their base cases. 

"To some degree yes, it is stimulus coming to an end, but … Chancellor [Rishi Sunak] has been 

telling us for some time that this stimulus is time-limited and he is planning to consolidate as soon as 

Covid is over," Macqueen said. 
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MNI INSIGHT: BOE Emphasis On Tightening Path 

Predictability 

By David Robinson, 11 August 

The Bank of England Monetary Policy Committee's review of policy tightening was designed to avoid 

sparking market volatility by setting out a clear and predictable path for quantitative tightening, MNI 

understands, and the subdued market reaction strongly suggests that it has succeeded. 

Bank staff and policymakers placed great weight on the lessons of the U.S. Federal Reserve, from its 

misstep with the taper tantrum in 2013 to its successful passage of balance sheet shrinkage starting 

in 2017, MNI has learnt. The key lesson drawn was that tightening needed to be gradual and 

predictable, rather than leaving market participants guessing the next step up the ladder. 

The new approach, of not replacing maturing gilts after Bank Rate reaches 0.5% and only considering 

active sales once it hits 1.0%, dovetails neatly with current market pricing, which suggests the 0.5% 

threshold could be hit in the second half of 2022 while the trigger for active sales remains out of sight. 

Speculation about how far and fast the Bank will go on future sales and what criteria it will use to help 

make that decision has been kicked down the road – with the review containing no answers to some 

questions on tightening raised internally and externally. 

COORDINATED SELLING 
One question is whether any eventual sale of gilts should be handled by the Debt Management Office 

or, if not, how the Bank and the DMO would co-ordinate if both are selling at the same time. Other 

questions are over what policy multipliers are likely to be on gilt sales, and how far and fast the Bank 

should go with them and where the likely end point of balance sheet shrinkage is. 

Yet another is how low Bank economists now think the benchmark rate can now go, or where the 

effective lower bound is, as this was cited as a factor justifying lowering the threshold for quantitative 

tightening from 1.5% to 0.5%.  

The BOE's current public line on how low Bank Rate can go is the one sketched out by Governor 

Andrew Bailey -- that it is not useful "to think about the lower bound as a single number" as it varies 

according to conditions. Under former Governor Mark Carney, policymakers took the relatively precise 

line, that ELB was thought to be just positive, rather than highlighting the impossibility of precision. 

MPC DIVISION 
There is plenty of evidence to suggest that the MPC is, and will continue to be, divided over the 

benefits of negative rates and thus over the ELB and that may have played a role in the lack of 

guidance. 

MPC member Silvana Tenreyro, who has stressed that the evidence from continental Europe shows 

negative rates have worked, previously said she thought the effective lower bound was at least -

0.75%. Against that, incoming Committee member Catherine Mann has been deeply sceptical that 

negative rates work at all and Deputy Governor Ben Broadbent has questioned how far they would be 

passed on. 

The published review, which reflected only a fraction of the detailed work carried out by Bank staff on 

QT, was not designed to provide an enduring answer to all the questions surrounding it and it has a 

limited shelf life. 

Another review is likely in a couple of years and future members are never bound by the thinking of 

their predecessors. Instead, the aim of the published parts of the current review has been all about 

setting out a predictable approach to tightening in the near to medium term and not spooking the 

markets.  
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