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The BoE left the UK policy rate on hold at 3.75% in September but seems to be edging closer to a hike. Governor Bailey
acknowledged that the conflict in the Middle East is likely to persist "for an extended period" and the BoE now expects
inflation to rise to slightly over 4% in early 2027. These developments appear to have shifted the burden of proof: from
needing a clear justification to raise rates, to needing a clear justification to hold them. Yesterday's US rate hike may
also be a factor. The BoE is keeping its options open, but markets expect amove to 4.0% before the end of the year.
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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, and Lloyds. Interest rate outlook represents market forward rates as of 17 September inferred from SONIA via Bloomberg.
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