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The BoE left the UK policy rate on hold at 3.75% in July. This was in line with expectations though the 6-3 vote was slightly
closer than anticipated. Developments since the June meeting have been a mixed bag, with lower-than-expected inflation in
June, but a flare-up in oil & gas prices following the re-escalation of tensions in the Middle East. Market pricing implies two
rate hikes over the next 12 months, though Governor Bailey has pushed back against this interpretation. At the press
conference, he said that he wouldn’t want anyone thinking the BoE is “edging towards a hike”.
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* The BoE expectsthe unemploymentrate to rise a little
over the nextyear, to a peak of 5.3% next year. It said
this would mainly reflect weakness in hiring rather than
anincrease injob losses.

* Inthe BoE’s centralforecast, CPI inflationis expected
to average 3.2% in Q4 2026, before falling to 2.1% by
Q4 2027.1In the BoE's adverse scenario, however,
inflation rises as high as 4.5%.

The BoE expectsa further deceleration in H2, with
GDP growth of 0.1% in each of Q3 and Q4 - as lower
confidence, greater uncertainty and tighter financial
conditions weigh on demand and investment.

TSB's economics snapshot summarises key data developments in the UK economy including growth, inflation, jobs, house pricesand interest rates.
Data sources are BoE, ONS, Datastream, S&P Global, Lloyds and RICS. Interest rate outlook represents market forward rates as of30 July inferred from SONIAvia Bloomberg.
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