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The BoE voted to hold the UK policy rate at 5.00% in September, as expected. It said that wage and price-setting had continued to
normalise but ultimately concluded that the current policy stance was "appropriate”. More rate cuts are coming but the central
bank appears minded to take its time, saying that "a gradual approach to removing policy restraint remains appropriate”. Markets
expect a cut to 4.75% at the next meeting, on 7th November.
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The economy stagnated in July, for

the second month in a row, as

modest growth in the service \I
sector was offset by declines in

production and construction. D D
However, the 3m-on-3m growth

rateis still a respectable 0.5%.

Also, the PMI business survey

pointed to a solid increase in

activity in August.

» Inflation was unchanged in August, .
at 2.2%. This was in line with market
expectations but somewhat lower
than the BoE's forecast (2.4%). The
ONS said that the largest upward
contribution came from air fares,
while the largest downward
contributions came from motor
fuels and hotels & restaurants.

The unemployment rate fell to 4.1%in .
July, though the underlying trend is 00O

broadly flat over the past year or so. (\m’j

The unemployed-per-vacancy ratio, m m m
which is an indicator of labour market

slack, appears to be settling at a level

that is close to the pre-pandemic era.

Headline wage growth fell to 4.0% in

July - the lowest since November 2020.

2.2%

* The BoE still expects inflation toincrease in the » The BoE introduced a trio of inflationary scenarios in

second half of 2024, as declines in energy prices
last year drop out of the YoY comparison, but to a
lesser extent (2%+ rather than 2:%).

TSB's economics snapshot summarises key data developments in the UK economy including growth, inflation, jobs, house prices and interest rates.

the Minutes to the meeting. In one of them, structural
changes in wage and price-setting necessitates a
"tighter for longer" approach to monetary policy.

» Governor Bailey said economic developments had

played out “broadly as we expected”. However, the
BoE now expects a slightly slower growth pace in
Q3:+0.3% QoQ, rather than +0.4%.

Data sources are BoE, ONS, Halifax, RICS and S&P Global. Interest rate outlook represents market forward rates as of 19th September 2024 inferred from SONIA via Bloomberg.
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