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BoE Review: September 2022 
Statement/Minutes release: 12:00BST, Thursday 20 September  

Summary/Minutes: https://www.bankofengland.co.uk/monetary-

policy-summary-and-minutes/2022/september-2022 

No press conference for a non-MPR meeting 

MNI View: 75bp in November likely 

Tim Davis, 26 September 

There has been a huge repricing in terms of both market pricing and analyst expectations following 

both the September MPC meeting and the government’s fiscal update (“Growth Plan”). Of the 

analysts that have explicitly updated or reaffirmed their views following the latter, 12/15 (80%) look 

for a 75bp hike in November while markets at Friday’s close priced around 89bp. Expectations for 

the terminal rate among those same analysts saw a median of 4.00%, with 80% of analysts expecting 

a terminal rate in the 3.50-4.25% range. This is considerably lower than the 5.50% terminal rate 

markets were pricing. 

Thursday’s MPC meeting saw three MPC members vote for a 75bp hike (Haskel, Mann and 

Ramsden). They cited that “recent data outturns had already registered more persistent inflationary 

pressures, and medium-term measures of inflation expectations had remained high.” Although the 

fiscal backdrop may have played a part in their decision to vote for a 75bp hike, it was not the only 

reason – and we would expect all three to continue to vote for hikes of at least 75bp in November. 

Of the five MPC members who voted for a 50bp hike there were two things to note. First, they 

stated that “a tight labour market with wage growth and domestic inflation well above target-

consistent rates justified a further, forceful response from monetary policy.” This tells us that the 

MPC’s “forceful” commentary can continue to be used for 50bp (or greater) hikes – and continued 

use of the word “forceful” does not mean a larger than 50bp hike. 

Second, they explicitly stated that “The November forecast round would provide the Committee 

with an opportunity to make a full assessment of the impact on demand and inflation of the 

Government’s fiscal announcements.” This reference to “stronger demand” was also included in the 

Bank’s formal guidance paragraph, with the last sentence changed: 

In August it read: “The Committee would be particularly alert to indications of more persistent 

inflationary pressures, and would if necessary act forcefully in response.” 

In September this was changed to: “Should the outlook suggest more persistent inflationary 

pressures, including from stronger demand, the Committee would respond forcefully, as necessary.” 

New MPC member Dhingra voted for a 25bp hike – the only dovish dissenter. She argued that 

“recent data outturns had suggested that activity was already weakening, and the risks of second-

round effects from near-term inflation were falling.” She dismissed the upside surprises to service 

price inflation as energy price or base effects that would not be repeated. After positioning herself 
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as the new most dovish member of the MPC, we think that the market will place less weight on her 

commentary going forward – she is not likely to be the swing member. 

Are the government’s new fiscal plans that stimulatory? 
So this brings us on to the key question: will the government’s “Growth Plan” be stimulatory enough 

to tilt two more members of the MPC to vote for 75bp in November (or indeed more five members 

to an even larger 100bp hike)? The MNI Markets team thinks that the most likely outcome will be a 

75bp November hike. Much of what was in the Growth Plan was widely anticipated in the media or 

had been preannounced – the reversal of the hike to employer and employee NI contributions had 

been well telegraphed, as had the reversal of the plans to increase corporation tax. The 1ppt cut to 

the basic rate of income tax from 20% to 19% from April 2023 had been expected to be under 

consideration. The removal of the 45% additional tax rate was certainly a surprise – but how much 

this will increase overall aggregate demand due to the low marginal propensity to consume among 

this income bracket is questionable. 

Other tax changes seem more marginal to the overall demand picture – stamp duty cuts, VAT 

shopping for international tourists, investment zones (hard to know the impact of these until we see 

further details) and changes to regulations and adjustments to welfare payments to create greater 

incentives for employment. All of these will have very marginal increases in overall demand, in our 

view. 

The expected cost of the energy support scheme is higher than anticipated at GBP60bln for the six 

months from October to March. However, this is largely a function of natural gas prices. And also it is 

unknown how much energy consumption will be reduced. So in some ways it makes sense for the 

government to over-anticipate the cost of this scheme, as the last thing the DMO would want to do 

is go back to the market and increase the gilt remit again. 

Gilt markets and sterling were always going to be under strain from gilt issuance/active QT 
The gilt market and currency market moves in our opinion are less surprising than those seen in STIR 

markets. We had argued ahead of the BOE’s announcement last week that we were not confident 

that the gilt market would be able to handle the added strain of active gilt sales at the same time as 

the government was unleashing a large expansionary fiscal plan and increasing the supply of gilts 

substantially. We thought it would have been prudent for the Bank of England to delay the beginning 

of the active gilt sales until at least the November meeting, when it would have been able to assess 

the liquidity conditions in the gilt market following the new remit announcement. However, the MPC 

judged that market conditions in the gilt market were “appropriate” for active gilt sales to begin. 

Indeed, there are four groups of natural buyers of gilts – pension funds, insurance, banks and 

foreigners. The first three groups mainly buy to match liabilities or for regulatory reasons – so were 

unlikely to increase their purchases of gilts substantially – so this means effectively relying on 

foreigners to purchase the extra gilts. This means that gilts need to become more attractive to 

foreigners – so an increase in gilt yields and weakening of the pound is an almost inevitable 

outcome. And the more we see the pound weaken, the more STIR markets will price in more rate 

hikes (as the currency moves are inflationary). This can quickly becomes a vicious cycle. 

The last time there was a fiscal expansion on this scale (post-Covid) the BoE came to the market to 

buy gilts (it is now selling them). And the last time there was a sharp, sudden big depreciation in the 
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currency (post-Brexit) the BoE came to the market to buy gilts. The BoE will be hoping that it can 

continue with its gilt sales programme as planned – but there will be much more focus on gilt 

auctions going forward – and there is a small (but non-negligible chance) that this week’s scheduled 

green gilt syndication gets postponed again if the gilt market continues to see sharp moves.  

  

MNI Instant Answers 

• Ahead of each policy meeting the MNI Markets team select a number of questions that 

should capture the essence of the central bank meeting in questions that can largely be 

answered either numerically or with a yes or no, and which represent all of the expected 

tradable possibilities. 

• These questions will be published within the Preview document and 15 minutes before the 

announcement on both MNI Bullets and the interactive chat. 

• We aim to publish the answers within a few seconds of the embargo being released via the 

MNI Bullets and our interactive chat. 

Advantages 

• No need to scroll through 30 newswire headlines. 

• All of the tradable info you need delivered concisely straight to your bullet feed or the 

interactive chat. 

• Gives you the confidence that you can quickly trade at the announcement time. 

September Questions 

1) Was the Bank Rate raised, and if so by how much? Yes, by 0.5bp to 2.25% 

2) Number of members voting for a 25bp hike? One (Swati Dhingra) 

3) Number of members voting for a 50bp hike? Five 

4) Number of members voting for a 75bp hike? Three (Haskel, Mann, Ramsden) 

5) Number of members voting for a decision other than 25/50/75bp hike (and if so what?)? 

None 

6) Did the MPC vote in favour of starting for the active sale of gilts (and if so when)? Yes, 

starting the week commencing October 3rd. 

7) What pace will active gilt sales be in year 1? GBP 40 bln (as previously stated) 

8) What pace will active gilt sales be in the upcoming quarter? GBP 8.7 bln, split evenly across 

five gilt sale auctions of each short/medium/long-term gilts (total 15 auctions GBP580 mln 

each). 

9) Did the MPC drop its previously formulated August guidance? No 

10) Did the MPC still point to the possibility of "forceful" action if required? Yes. Inflationary 

pressures persisting 'including from to stronger demand' was added. 
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Summary of Analyst Views 

• Daiwa looks for a 100bp hike in November (4%), 11/23 (48%) analysts look for a 75bp hike in 

November with the remaining 11/23 (48%) analysts looking for 50bp. Only 3 of the analysts 

looking for 50bp have explicitly said this is still their view following the fiscal update.  

• At the time of writing (following the government’s Growth Plan), markets price around 83bp 

for November – with a 100bp hike not expected by any analyst (at least before any post-

Growth Plan forecast updates). 

• Every analyst also looks for at least a 25bp hike in December 2022 with Citi, Goldman Sachs 

and NatWest Markets looking for a second 75bp hike (14%), 13/22 analysts (59%) looking for 

50bp and 6/22 expecting 25bp (27%). 

• 8 analysts (36%) expect the last hike in December 2022, 5 (23%) analysts expect the last hike 

in February 2023, 8 analysts expect the last hike in March 2023 (36%) and one expects a 

longer cycle. 

• The median expectation for the terminal rate remains at 3.50% (unchanged from prior to the 

September MPC meeting). However, of the analysts that have updated or reaffirmed their 

view following the government’s “Growth Plan”, the median is 4.00% (with 12/15 in a 3.50-

4.25% range). 

o Daiwa looks for a terminal rate of 5.25% (4% - from no analysts) 

o Goldman Sachs looks for a terminal rate of 4.50% (4% - from no analysts) 

o 4 analysts look for 4.25% (17% - from no analysts) 

o 4 analysts look for 4.00% (17% - unchanged) 

o 1 analyst looks for 3.75% (9% - down from 9%) 

o 5 analysts look for 3.50% (22% - down from 35%) 

o 3 analysts looks for 3.25% (13% - up from 4%) 

o 4 analysts look for 3.00% (17% - unchanged) 

o No analyst looks for 2.75% (down from 13%) or 2.50% (down from 4%) 
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Analysts’ Key Comments 

Received post-Growth Plan (A-Z) 

Barclays: Barclays looks for 75bp hikes in November and 50bp in December to terminal 3.50% 

• “Even the smallest positive demand shock may lead to disproportionate inflationary 

consequences in the context of impaired supply conditions, tight labour markets and double 

digit inflation. MPC member Jonathan Haskel said that the Budget puts the BoE in a 

“difficult” position. We believe the mini-Budget was likely the main reason for three MPC 

members to vote for 75bp at the September MPC, and will be enough a reason for the MPC 

to deliver a 75bp hike in November… once it has fully assessed the impact of the fiscal 

measures.” 

• “We do not think the UK’s economic fundamentals call for more hiking than our new 

baseline (75bp + 50bp + status quo). We also do not expect the Bank to deliver an inter-

meeting hike but rather will wait for November to reset its narrative against new 

macroeconomic forecasts.” 

• Following the MPC meeting, Barclays had revised its forecast to 2x50bp hike, up from a final 

25bp hike in November. 

• “Similarly, we do not expect the government to reverse course at this stage. Rather… we 

expect it to pull forward by speeding up structural reforms and the spending review, in an 

attempt to deflect immediate market concerns.” 

• Barclays notes “risks of further but smaller hikes (25bp per quarter, for instance) in 2023. 

The drivers of these upside surprises would be overall stronger demand conditions over the 

medium term, as the economy recovers and fiscal loosening gradually feeds through. Risks 

on the downside include aggressive spending cuts hampering demand, but designed to 

reassure markets and investors about the UK’s fiscal sustainability.” 

• “We note a shift of focus in the minutes away from short-term consideration related to 

excessively high and increasing headline inflation, towards assessing underlying medium-

term inflation pressures… Indeed, the slight modification to the guidance suggests more of a 

focus on the outlook than short-term runaway inflation.” 

Berenberg: 50bp hikes in November and December; Terminal 3.50% in February 2023 

• “Although market expectations remain volatile, they have fallen from their peak of nearly 

4% in March to c3% currently – despite headline inflation rising from 7% to 10%. That 

suggests that the BoE is less behind the curve than before... As long as inflation expectations 

remain broadly under control, there should be little need for the BoE to accelerate the pace 

of hikes, in our view. Of course, that may depend on what happens next with fiscal policy.” 

• “Judging by the balance of votes and the BoE’s warnings about Trussonomics, rates are likely 

to rise further and remain higher over the medium term than we had previously expected. 

We, therefore, raise our year-end estimate for the Bank Rate by 25bp, to 3.25%. We now 

expect the BoE to hike by 50bp at both its November and December meetings, up from 50bp 

and 25bp previously. The risks for November are skewed towards a 75bp hike.” 

• “Instead of holding in early 2023, we now look for a further 25bp hike in February to take 

the Bank Rate to a cycle peak of 3.5% – versus 3% previously. With our expectation for 50bp 
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of cuts in H2 2023 and 25bp in H1 2024 unchanged, our call for the 2024 year-end Bank Rate 

increases to 2.75% from 2.25%.” 

Citi: 75bp in November in December with 4.25% terminal rate 

• “The MPC noted changes in the outlook for demand were now a key condition for a further 

‘forceful’ response. We think that points to an aggressive response. We expect two 75bps 

moves in November and December, before 50bps in February – with terminal rate reaching 

4.25%. A 100bps move in November cannot be ruled out.” 

• Three reasons for the more aggressive policy: 

1. “The longer outside lag on monetary policy means the response also has to be 

relatively forceful when acting against fiscal policy.” 

2. “The stamp duty proposal points to the risk fiscal policy may not just act against 

monetary policy in the macro, but also the micro – disrupting key policy 

transmission mechanisms. This includes the potential introduction of ‘reverse-

tiering’.” 

3. “Upside risks to long-term inflation expectations may be becoming a function of 

institutional credibility, rather than just spot inflation.” 

Credit Suisse: Expect 75bp in November with terminal rate of 4.00% 

• “We expect the 75-bp hike that we were projecting [for September] to be delivered in 

November. We keep our terminal rate expectation unchanged at 4.0% by early 2023, despite 

[the] smaller-than-expected hike, with a further 125 bps of hikes in 2022 and 50 bps of hikes 

in early 2023 (75-50-25-25 in Nov-Dec-Feb-March).” 

• “Risks to our terminal rate forecast remain on the upside.” 

• Four reasons for 75bp hike in November: 

1. “The vote structure (three votes for 75 bps) today supports a 75-bp move in 

November.” 

2. “The comments from the minutes suggest that it is likely the BoE interprets the fiscal 

stimulus in a hawkish manner, with the impact on medium-term inflationary 

pressures to be higher.” 

3. “The minutes also noted that “there have been further signs since the August report 

of continuing strength in domestically generated inflation”, which we expect to 

continue.” 

4. “The guidance keeps the door open for more forceful moves… The mention of 

‘stronger demand’ in this guidance is a new addition and suggests the focus will be 

on the impact of fiscal stimulus.” 

• “If the BoE continues to shy away from outsized moves in-line with other central banks, it 

does increase the risk of it falling much behind the curve. This increases the risk of the hiking 

cycle lasting for longer in 2023, especially on the back of the large fiscal stimulus.” 

Daiwa: A 100bp hike in November “now looks a good bet, as does terminal rate above 5.0%” 

• “With the BoE already judging excess demand in the economy to have reached ¾% of GDP 

this quarter despite recent economic weakness, the boost to demand from [the 

government’s fiscal plan] will be met by higher BoE interest rates than previously expected. 

A hike in Bank Rate of 100bps in November now looks a good bet, as does a terminal rate 

above 5.0%.” 
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• Daiwa increases its forecast for the terminal rate to 5.25%. 

• “Given the additional inflationary risks posed by sterling weakness, the further that the Fed 

hikes, the greater will be the need for the BoE to keep tightening too.” 

Deutsche Bank: Now expect 75bp in November; continue to expect 4.00% terminal rate 

• Expect a 75bp hike in November. Had thought this was a “very close call” but “is more 

certain” following the government’s fiscal plan. 

• “We think a second 75bps in December is looking more and more likely (not yet baseline). 

Moreover, we see an increasing chance that risk management considerations end up 

pushing the terminal rate over our 4% projection, as the BoE actively looks to shore up 

confidence in the economy.” 

• “Crucially, the Bank's slightly altered forward guidance that any further "persistence in 

inflationary pressures, including from stronger demand" would warrant the MPC to respond 

forcefully. We see this as explicit guidance that the door for an even more forceful move in 

November.” 

• “Should UK assets remain under pressure, it wouldn't be inconceivable to see the Bank of 

England push through a turbo sized hike – perhaps to the tune of 100bp... It also wouldn't be 

out of the realms of probability that the BoE comes through with an inter-meeting hike. And 

given the increased volatility in market moves, we also wouldn't rule out a pause in the 

Bank's QT plans – though again, this is not our basecase.” 

JP Morgan: 75bp in November with 4.25% terminal rate 

• "We revise our forecast to 75bps for the time being. The BoE’s dovish surprise yesterday and 

the lack of clarity in its reaction function is an added risk factor at the moment." 

• JP Morgan push the terminal rate forecast to 4.25% (from 4.00% previously) with 50bp in 

both December and February and then 25bp in and March. (Corrects February hike to 50bp). 

• "Any forecast is hugely dependent on MPC commentary from here." 

• "Markets expect rates to rise to over 5% - a reaction that cannot be explained by the 

mechanical impact of today’s fiscal easing alone, and instead reflects a broader loss of 

investor confidence in the government’s approach." 

• “The BoE’s response looks tame given the fiscal easing underway at the moment, and the 

upward pressure this places on the medium term inflation picture” 

Morgan Stanley: 75bp in November and 50bp in December; terminal 4.00% 

• We "change our BoE call to a 75bp hike in November, and a 50bp hike in December – 50bp 

of additional tightening, leaving the terminal rate at 4.0% in March 2023". (MS looks for 

25bp hikes in February and March). 

• MS had previously expected a 50bp hike in November and 25bp hike in December. 

• "The 'ratchet effect' of stepping up the pace of tightening means that risks are skewed 

towards two 75bp moves. For now, we think that soft growth data and gradual signs of 

slackening in the labour market will leave the 75bp move in November as a one-off." 
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NatWest Markets: 75bp in November and December; terminal 4% 

• “The BoE’s policy guidance remains ambiguous to the point of being of no practical use in 

forming a view about whether the pace of Bank Rate rises is increased in the coming 

months.” 

• "The GBP72bn fiscal spur in the current year, with further easing beyond, prompts us to 

revise up our ‘terminal’ Bank Rate forecast to 4.0% (+75bp in November & December, with a 

final +25bp) rise in February." 

• Previously NWM had expected around GBP45bln of stimulus with a 3.50% terminal rate. 

Pantheon: 75bp in November can’t be ruled out 

• “The MPC’s decision to increase Bank Rate by 50bp, rather than mirror other central banks 

with a 75bp hike, provides reassurance that it is focused on the outlook for CPI inflation–

which has improved since it last met—and evidence of emerging slack in the economy, 

rather than with arbitrarily keeping up with the Joneses.” 

• “The MPC is awaiting more details on fiscal policy; a 75bp hike in November can't be ruled 

out... But the proposed tax cuts will do little to boost GDP, and spending might be cut; we 

still expect a 50bp hike.” 

• “The Committee acknowledged that the energy price guarantee meant that demand in the 

medium-term would be higher than it thought in August. But don’t forget that the 

Committee was forecasting a deep recession and an 6.5% unemployment rate at the end of 

its forecast; it doesn’t need to respond to a better medium-term outlook with further rate 

hikes.” 

• Ahead of the Growth Plan “In response to the upcoming fiscal support and breath of 

hawkishness of the MPC, we are now also pencilling-in a 25bp hike for the December 

meeting, leaving Bank Rate at 3% by year end, but continue to see no further hikes next 

year.” 

• “It is perfectly possible that any spending cuts announced in the Budget could easily offset 

the limited support to GDP growth from the tax cuts. All told, we believe that the outlook for 

growth in real GDP next year has not been enhanced by these tax cuts. We still look for year-

over-year growth in GDP In 2023 of 0.6%.” 

• “Note that the Committee has scope to ignore the medium-term boost to CPI inflation from 

sterling’s depreciation, given that it forecast in August that CPI inflation would drop to just 

0.8% in three years’ time if it raised Bank Rate to 3%. The MPC still has more work to do, but 

we still see 3% as the terminal rate in this hiking cycle.” 

Societe Generale: The risk of a 75bp hike in November has increased 

• “We see the Bank hiking by 50bp in November and 25bp in December. However, with three 

members voting for a 75bp hike at this meeting, the risk of a 75bp hike at the November 

meeting has increased.” 

• “Some members were probably hesitant to go for a greater rate hike until a full analysis by 

the Bank staff on both the Energy Price Guarantee and the Growth Plan (mini-budget) are 

conducted in November” 

• “Depending on the Bank’s analysis of the Energy Price Guarantee and mini-budget, which 

the Bank has indicated could raise medium-term price pressures, other members could join 

them.” 
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• “It will be a close-run decision at the next meeting in November. Our current forecast is for 

another 50bp move but 75bp is clearly possible. In the coming days, we will be updating our 

GDP and deficit forecasts to take account of the latest measures and will review our Bank 

Rate (currently we see a peak of 3%) and gilt yield forecasts as well.” 

TD Securities: 75bp in November; 4.25% terminal rate by March; 175bp cuts in 2024 

• "We now expect the BoE to hike 75bps in November, and continue hiking in 50bps 

increments in December and February. A final 25bps hike in March 2023 would leave the 

terminal Bank Rate at 4.25% over the remainder of 2023." 

• TD Securities expects 175bp of cuts in 2024 back to 2.50%. 

• "A largely-unexpected reduction in income taxes poses upside risks to the inflation outlook." 

• "The MPC's next decision on 3 November likely comes before the government's full budget, 

meaning any cuts to government spending in that budget won't be seen by the MPC (that 

said, this government's agenda is clear, and stimulus will dominate cuts)" 

Reviews Received pre-Growth Plan (A-Z) 

Bank of America: Look for at least one 75bp hike 

• “We change our call and now look for at least one 75bp rate hike in the coming months. For 

our base case, we assume 75bp in November, 50bp in December and then three 25bp hikes 

next year.” This would leave BofA with a 4.25% terminal rate. 

• “We may need to reassess this in light of the mini-Budget... Given the press reports we have 

seen so far, there is a chance we will have to raise our forecast for the terminal rate once 

again.” 

BNP: 75bp in November but still look for terminal rate of 3.50% 

• “November’s meeting is another close call. We think the newsflow on the fiscal side will 

provide ample cover for the MPC to deliver 75bp and at the margin would see it as 

marginally more likely than 50bp. Data in the interim, especially inflation expectations and 

wage growth, could tip the balance one way or another.” 

• “The hawkish tilt to dissent at the September meeting, coupled with the reference to 

assessing the full fiscal plans at the next Monetary Policy Report, keeps a 75bp hike on the 

table in November.” 

• “It was specifically noted that Dinghra had “considered” a 50bp move, which… suggests her 

vote for a 25bp move was a marginal one. Hence, we would not rule out her voting for a 

larger increase at a subsequent meeting.” 

• “Our current expectation is a terminal rate of 3.5%, some 125bp of further tightening, 

though we keep this under review until full details of the government’s fiscal package have 

been announced.” 
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CIBC: Look for 50bp in November with terminal rate in 3.0-3.5% range 

• “Against the backdrop of a lower CPI peak we would expect that the November forecasting 

round will result in lower medium-run BoE price expectations, out to three years. We expect 

the inflation profile to continue to point towards a substantive CPI undershot into Q3 2025, 

in line with that in August.” 

• “Ahead of the final details of the fiscal package, we would expect that BoE gradualism, 

namely 50bps adjustments will persist into the November MPC decision and most likely into 

December too… We would expect the BoE terminal rate to be in the 3.0-3.5% range.” 

Danske: 50bp in November and 25bp in December with risks of more 

• “We maintain our call for a 50bp hike in November and December and 25bp in February 

with risks to our call skewed towards additional hikes in 2023.” 

• “One of the key takeaways from the Monetary Policy Summary is that the BoE no longer 

seem to pencil in a recession by Q4 2022.” 

• “We see the pace of hikes slowing back to 50bps in December, as recession risks mount and 

global growth slows dramatically. Thereafter, we see two further 25bps hikes in Q1-2023 

(Feb and March), taking the Bank Rate to 4% [in line with previous terminal rate], one 

meeting earlier than we previously expected. We continue to pencil in quarterly rate cuts 

starting from Feb-24 until the Bank Rate reaches 1.75% (the top end of our neutral rate 

estimate).” 

Goldman Sachs: 2x75bp hikes and terminal rate of 4.50% 

• “In response to today’s hawkish vote split, a tighter labour market, and the upcoming 

upgrades to growth and core inflation at the November MPR, we revise up our forecast for 

terminal Bank Rate from 4.0% to 4.5%. We now look for 75bp hikes at the next two MPC 

meetings (November and December), before a step-down to a 50bp hike in February and a 

25bp hike in March.” 

• “With three MPC members voting for a larger 75bp increment and External Member 

Tenreyro shifting from preferring a 25bp hike to 50bp, there was a hawkish shift in the 

vote.” 

• “It seems that there is significant amount of agreement among MPC members on the 

outlook, and differences in views as to the pace of hikes reflect preferences over the need to 

front-load tightening. This suggests that the choice between voting for 50bp or 75bp was a 

relatively close call for many MPC members at today’s meeting.” 

• “Given cost-of-living pressures are likely to weaken the data flow in the run up to the 

December meeting, a succession of 75bp hikes is not a done deal and it will be important to 

monitor the incoming data to assess the strength of growth momentum and the labour 

market towards year end.” 

ING: 75bp can’t be ruled out by expect 50bp in November 

• “What stands out most from this decision is that the Bank of England's Monetary Policy 

Committee is becoming more divided.” 

• “A 75bp move later this year can’t be ruled out, and it’s clear the bank is delaying some 

judgement on the government’s fiscal plans until it has had a chance to update its forecasts 

ahead of the November meeting.” 
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• “But Thursday’s decision makes us more comfortable with our existing call that the BoE will 

simply hike by 50bp again in November, and by at least 25bp if not 50bp again in December. 

That would take Bank Rate a little above 3%.” 

• “We understand the Bank's willingness to show that its balance sheet reduction plan won’t 

be scuppered by market volatility but we continue to argue that current gilt market 

conditions warrant greater attention.” 

Nomura: 50bp in November with terminal rate of 3.75% 

• “While the point was once again made that the Committee may need to be ‘forceful’ in 

addressing above-target inflation, those members voting for 50bp clearly thought that this 

decision itself was a ‘forceful’ response. As such, for the majority of members at least, there 

was no suggestion that an *even more* forceful response (i.e. 75bp) might be warranted.” 

• “This provides us with some comfort for our view that the Bank will raise rates in 50bp clips 

for the remaining two meetings of the year (November, December). After that we see a 

reversion to 25bp hikes in Q1 2023 (February, March) as the Bank ‘feels its way’ 

towards/above neutral. We continue to see rate cuts from H2 2023 based on our view of 

recession dragging and inflation falling.” 

Rabobank: Door open to 75bp in November 

• “The mention of a ‘forceful response from monetary policy’ if new economic projections 

suggest more persistent inflationary pressures, opens the door to a 75 bps hike in 

November.” 

• “The change in the expected inflation profile… should keep the Bank of England on a more 

gradual but also a more sustained path of rate increases. We therefore call for another 50 

bps increase in November.” 

• “The Bank of England can, however, only maintain such a relatively gradual pace of interest 

rate increases (vis-à-vis other central banks!) if Truss and her team are able to reassure 

markets that she has a plan on how she will eventually provide balance in public spending. 

Today’s price action, with large spikes in gilt yields, shows that just the promise of more 

growth is certainly not enough” 

RBC: 50bp in November and 25bp in December to terminal 3.00% Bank Rate 

• “We had thought that the government’s energy price freeze announcement would have 

seen less in the way of ‘hawkish dissent’ at this meeting.” 

• “We still think that government’s energy price interventions allows the MPC a bit more 

leeway to take account of the economic backdrop/outlook in their decision making and 

retain [our existing] call seeing the MPC raising Bank Rate by 50bps in November with a 

subsequent 25bps hike in December taking Bank Rate to 3% by the end of the year.” 

SEB: 2 more 50bp hikes this year to 3.25% 

• “Expect the BoE to raise the Bank rate by another 50bps on November 3, but also we add 

50bps in the December meeting reaching a policy rate at 3.25% by the end of this year.” 
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UBS: Upside risks to 50bp in November and 25bp in December 

• “The MPC recognised that the energy price caps will lower the inflation peak and potentially 

limit the risk of externally generated inflation leading to more entrenched price pressures. 

However, it also acknowledged that the combination of a tight labour market and stronger 

household spending could increase medium-term inflationary pressures. Overall, we think, 

this assessment eases pressure on the MPC to step up the pace of hikes but implies the risk 

of a more extended tightening cycle” 

• “We expect the MPC to deliver another 50bp hike in November followed by two hikes of 

25bp in December and February, implying a terminal rate of 3.25%.” 

• “However, we see risks as skewed to the upside both in terms of the pace (risks of 75bp in 

November) and the length on the hiking cycle (higher terminal rate).” 

UniCredit: Vote split reflects trade-offs 

• “The wide split [in the vote] reflects the trade-off the MPC faces from currently high inflation 

and inflation expectations on the one hand, and a slowdown in economic activity on the 

other hand.” 

• “While further rate hikes are likely, we continue to judge that financial markets have gone 

far too far in their expectation for the bank rate to rise to almost 5% in a years’ time” 
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MNI POLICY TEAM INSIGHTS 

BOE Hikes 50bps And Launches Gilt Sales 

By David Robinson, 26 September 

The Bank of England’s Monetary Policy Committee split three ways as it lifted its policy rate by 50 

basis points to 2.25% at its September meeting while unanimously backing the launch of its gilt sales 

programme even as a government package aimed at mitigating the jump in energy costs is set to 

ramp up public borrowing. 

The meeting’s minutes showed that five of the nine-member MPC, including Governor Andrew Bailey, 

who votes last, opted for 50bps, while three wanted 75bps and one only 25bps. The likelihood is now 

that the next meeting in November will also see opinions divided over whether to hike by an additional 

50 or 75 bps. 

Any speculation that the Bank might delay launching, or significantly scale back, its gilt sales 

programme because of the looming increase in government borrowing turned out to be misjudged, 

with all nine MPC members backing the decision to start the gilt sales programme outlined in August. 

The BOE aims to reduce its stock of gilts by GBP80 billion over the next 12 months, with active sales 

accounting for around GBP40 billion and the remainder coming as bonds mature without being 

replaced. 

A detailed market notice set out plans to sell GBP8.7 billion in the fourth quarter. The MPC said that 

"there would be a high bar for amending the planned reduction in the stock of purchased gilts", and 

that it would not vote on the programme at each meeting. 

The government’s looming fiscal package, due out Friday, was sidelined in the debate, with no 

recorded discussion of its still-unannounced details and full analysis of its impact only set to be 

addressed in the Bank's November forecast round. A household Energy Price Guarantee, which has 

been made public and caps energy unit costs, was assessed and it was agreed that it would bring 

down the peak in near-term inflation while adding to medium-term price pressures relative to the 

BOE's previous assumptions. 

FULL STEAM AHEAD WITH QT 
Halting the gilts sales would have risked sending an alarming signal of a lack of confidence in the 

capacity of the market to absorb the necessary debt as conditions deteriorate. Bailey and his deputies 

have previously said that they want to have sales ticking away predictably in the background whilst 

interest rates serve as the main policy tool. (See MNI INTERVIEW: BOE Balance Sheet To Remain A 

Political Target) 

The minutes did not reveal whether the MPC was briefed on the scale and scope of Friday's fiscal 

giveaway. 

The minutes showed that those members who who backed 75 bps made the case that faster policy 

tightening sooner would lower the risk of more prolonged and costly tightening later. 

The five who voted for 50bps also made a hawkish case, citing the need for "forceful" action ahead of 

the November forecast round. Even newcomer Swati Dhingra, who voted for 25bps, considered the 

case for 50bps in part because of the likely impact of further fiscal support, thouh she was dissuaded 

by signs that economic activity was already weakening and that higher service sector inflation might 

not persist as it may partly reflect energy price or base effects. 
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Uncertainty over how far and how fast the MPC will tighten was highlighted by its own Market 

Participants Survey, which found that median expectation had been for a 50 bps hike in September 

and for Bank Rate to peak at around 3.5% in March 2023, while market implied expectations had 

placed a significant probability on a 75 bps hike and had Bank Rate peaking at 4.75%. 
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