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Jobs and earnings

Housing market

• House prices rose slightly in July, 
according to the Nationwide index. The 
0.3% MoM increase l ifted the national 
average to £266k, which is 2.1% higher 
than a  year ago. This relative stability is 
cons istent with the RICS sales-to-stocks 
ratio, which shows a broadly even 
balance between demand and supply.

• The mortgage market was broadly unchanged 
in June. Approvals for house purchase edged down 
s l ightly, to a  little under 60k, which is 10% lower than 
pre-pandemic levels. Balances rose by 0.5% YoY in 
June.

2.0%

Economic activity

• The BoE now expects the economy xxx

Prices and inflation

• Inflation was s teady at 2.0% in June. 
This  is the first time it has been in line 
with the BoE's target for back-to-back 
months since 2019. Before that, we've 
got to go back to 1997 for such an 
occurrence. However, services 
inflation took the shine off this 
release. Not for the first time, it came in 
higher than expected, at 5.7%.

• BoE xxx

Interest rates

• The BoE voted 5-4 to cut bank Rate to 
5.0%. The central banks said i t was 
appropriate “to reduce slightly the 
degree of policy restrictiveness” but 
struck a  relatively cautious tone, adding 
that Bank Rate will need to "remain 
restrictive for sufficiently long" until the 
risks of an inflationary flare-up have 
dissipated.

Market implied outlook for Bank Rate (year end)

 5.0%

TSB's economics snapshot summarises key data developments in the UK economy including growth, inflation, jobs, house prices and interest rates.
Data sources are BoE, ONS, Nationwide, RICS and S&P Global. Interest rate outlook represents market forward rates as of 21st June 2024, inferred from SONIA via Bloomberg.

TSB’s economic snapshot is provided as information for mortgage professionals and is not for onward transmission or publicati on. It should not be considered advice or used as a substitute for professional advice. TSB and the author are 
not responsible for any direct or indirect results arising from any reliance placed on its contents and all liability is excluded. Contents based on our assessment as at 21st June 2024.

Economic snapshot
by David Fenton, TSB’s Chief Economist

The BoE has voted to cut the UK policy rate for the first time since March 2020. Governor Bailey said it was a "finely balanced decision", as 
evidenced by the closeness of the vote (5-4). Further, he said the BoE “needs to be careful not to cut rates too much or too quickly”. Markets 
expect one more cut in 2024, to 4.75%, followed by a gradual decline towards 3½% over 2025-26. 

• The economy surged in May. GDP grew by 0.4% 
MoM, which means the UK is on track to have 
grown by 0.6% in Q2. The economy has grown by 
more in the past two quarters than it had over the 
previous two years. Also, a leading business 
survey s ignalled an encouraging start to the 
second half of the year. Order books and 
employment both grew at faster rates in July, 
according to the Purchasing managers' Index.

• Markets have one more cut fully priced in for 2024, to 4.75% 
(see chart). Markets then expect another three in 2025, 
before Bank Rate levels off at around 3½% in 2026.

• The BoE 's forecast for unemployment xxx

• The BoE is paying particularly close attention 

to two areas of the labour market release. The 
fi rs t is wage growth, which fell in May but 
remained uncomfortably high for the central 
bank, at 5.7%. The second is the "tightness" of 
labour market conditions, which also 
moderated in May and, to borrow a phrase 
from the US Federal Reserve's Chairman 
Powel l, looks to be "back in balance".

0.10 0.25

3.50

5.25
4.75

4.00
3.50

0.00

1.00

2.00

3.00

4.00

5.00

6.00

2020 2021 2022 2023 2024 2025 2026

xxx

• xxx

Jobs and earnings

Housing market

• House prices rose by 0.4% in July, to £298k 
on the Halifax index. That’s 2.4% higher 
than a  year ago. Prices remain broadly flat 
in 2025 YTD. Surveyors pointed to a 
“steadier picture” for sales market activity, 
with buyer demand moving out of negative 
terri tory for the first time in several 
months. In the lettings market, surveyors 
sa id tenant demand was largely s teady.

3.6%

Economic activity

• The BoE noted that while downside geopolitical ri sks remain, 
trade policy uncertainty has diminished somewhat. It 
identified the high savings ratio as a domestic downside ri sk.

Prices and inflation

• Inflation rose to 3.6% in June, and the BoE 
sa id i t was l ikely to rise slightly further – to 
4% by September. Inflation is then 
expected to fall back towards the 2% 

target. That forecast partly rests on an 
assumption that high inflation won’t lead 
to additional second-round effects on 
wage and price setting in the UK economy. 
The BoE a lso expects a  gradual reduction 
in food price inflation next year.

• Looking beyond i ts central forecast, the BoE noted that the 
ups ide ri sks to medium-term inflationary pressures have 
moved s lightly higher.

Interest rates

• In some respects, today’s BoE decision 
was unremarkable: a  25 bps rate cut, in 
l ine with expectations, and s ticking with 
the same quarterly rhythm. However, 
the vote was closer than expected: 5-4 
rather than the 7-2 split predicted by 
markets. Also, this month’s decision 
required an unprecedented second vote, 
after rate-setters initially failed to reach 

a  majority verdict

Market implied outlook for Bank Rate (year end)

 4.00%

TSB's economics snapshot summarises key data developments in the UK economy including growth, inflation, jobs, house prices and interest rates.
Data sources are BoE, ONS, S&P, RICS and Halifax. Interest rate outlook represents market forward rates as of 7 August inferred from SONIA via Bloomberg.

TSB’s economic snapshot is provided as information for mortgage professionals and is not for onward transmission or publicati on. It should not be considered advice or used as a substitute for professional advice. TSB and the author are 
not responsible for any direct or indirect results arising from any reliance placed on its contents and all liability is excluded. Contents based on our assessment as of 7 August 2025.

Economic snapshot
by David Fenton, TSB’s Chief Economist
The BoE cut the UK policy rate to 4.0% in August, as expected. Governor Bailey said that Bank Rate is likely to remain on a d ownward trajectory, 
though there seems to be a degree of caution creeping into the Monetary Policy Committee’s deliberations. For one thing, it w as a very close 
vote (5-4 in favour of a cut). Also, the BoE highlighted the recent pickup in inflation and the risk it poses to inflation persistence. This caution is 
reflected in forward rates, where only one more cut is fully priced in by markets – and not until Feb-2026.

• UK GDP fel l by 0.1% MoM in May. 

Production and Construction were the 
largest contributors to this decline, which 
leaves the economy on track for 
negl igible growth in Q2: the BoE expects 
+0.1%, down from +0.7% in Q1. An 
improvement is then expected in the 
second half of the year, which is 
cons istent with the modest expansion 

indicated by business surveys. 

• The BoE’s take on pay growth remains unchanged: it 
remains elevated, but is still expected to slow significantly 
over the rest of the year.

• The unemployment rate rose to 4.7% in 
May, which is the highest since 2021. This 
represents a  continuation of the rising 
trend that has been in place for three 

years , in response to rate hikes over 2021-
23. Bus iness surveys suggest the NICs 

increase in April has been a contributory 
factor in recent months. Separate releases 
point to a continuation of this labour 
market loosening in June and July.

• Markets have just one more cut fully priced in, and not 
unti l next year (see chart). It should be noted, however, 
that markets regard a cut to 3.5% as a  distinct possibility.

• The mortgage market continued to rebound from the lull 
after the s tamp duty change on 1st Apri l. Mortgage approvals 
rose to 64.2k. Gross lending in H1 2025 was up 22% YoY.
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