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The Bank of England revealed a rare division among its senior officials during its latest
interest rate decision, highlighting the fragile state of the UK economy.

On Thursday, Governor Andrew Bailey voted to cut the base rate from 4.25% to 4%, while
two of his senior deputies, Clare Lombardelli, the Bank’s deputy governor for monetary
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policy, and Huw Pill, the chief economist, chose to maintain rates amid ongoing concerns
about inflation.

This disagreement forced the Bank’s nine-member Monetary Policy Committee (MPC) into
an unprecedented second vote to resolve the deadlock, ultimately approving the rate cut by
a narrow margin of five to four.

The split within the MPC reflects the uncertainty facing the UK’s economy as it grapples with
persistent inflation, rising borrowing costs, and weak economic growth.

Matthew Swannell, chief economic adviser at the EY Item Club, noted that the close vote
“masks the uncommon level of dissent among the committee,” illustrating the difficulty
policymakers face in finding the right balance between controlling inflation and supporting
economic activity.

Lowering interest rates generally encourages borrowing and investment, aiming to stimulate
growth. This rationale underpinned Governor Bailey’s decision, signalling concern that the
UK’s economic outlook may be deteriorating faster than anticipated.

In contrast, Deputy Governor Lombardelli and Chief Economist Pill opted to keep rates
steady, reflecting fears that inflation remains elevated and that cutting borrowing costs too
soon could risk further price rises.

Since March 2023, the Bank has maintained or raised rates to counter inflation pressures
that have lingered longer than initially expected. However, recent data suggests the
economy is losing momentum, with signs of stagnation in key sectors.

The divided vote highlights the challenge of navigating economic policy in an uncertain
environment marked by external pressures such as global inflationary trends and domestic
factors, including wage growth and consumer spending.

The Bank of England’s decision will have immediate implications for borrowers and savers
across the UK. Lower rates may ease the cost of loans, including mortgages, but could also
reduce returns on savings.

With the MPC’s close vote underscoring deep differences among policymakers, attention
now turns to upcoming economic data and how the Bank will respond in the coming
months.
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