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UK Headline and Core CPI Inflation
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Bank of England nominal ‘policy’ short-term interest rate
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We continued QE till Nov 2021
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Broad money to GDP has returned to its pre-pandemic trend

Indices: 2019 Q4 = 100
130

Aggregate broad money
120

110

Household broad money

100

20121 13 | 14

Source: Bank of England




Real consumption has risen by just under 1% since 2019Q4
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Implications for monetary policy

The Bank's announcement on Wednesday 28 September was made in pursuit of its
statutory financial stability objective.® The resulting operations in the gilt market are
designed to be temporary and targeted. As a result, these operations are not intended
to create central bank money on a lasting basis, nor are they designed to cap or control
long-term interest rates. Their intention is instead to ensure that those yields are not
distorted by severe liquidity strains in financial markets. As such, they should not shift
the underlying monetary trends in the economy, which ultimately pin down
developments in inflation, and so they are not monetary policy operations.
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Reliability varies according to frequency / horizon

Longer cycle Shorter cycle
frequency (20-80 years) frequency (2-8 years)
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Revisions to output and unemployment gap estimates

op Revisions to the Output Gap and the Unemployment Gap Estimate
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Stability of statistical relationships

—Labour Productivity Growth —TFP Growth —Money Velocity (rhs)
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Gas prices increased sharply in late 2022
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