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BoE: Steady as Brexit Remains in Flux 

 The MPC voted 9–0 to maintain the Bank Rate at 0.75%, as literally every 

submission in the consensus forecasts expected, with no changes to 

the balance sheet. 

 On Brexit, the MPC reiterated its view that a smooth Brexit would likely 

prompt rate hikes, while the response to a no-deal scenario remained 

uncertain and dependent on subsequent macroeconomic developments.  

The Bank of England’s (BoE) Monetary Policy Committee (MPC) met 

expectations with a unanimous decision to hold its key Bank Rate 

unchanged at 0.75% (chart 1) along with no changes to the Bank’s balance 

sheet. Following so soon on the heels of the August 1 Inflation Report, in 

the midst of near-daily changes in the prospects for Brexit, and in the absence of 

a significant body of new macro data, it was rightly anticipated that this meeting 

would simply bide time ahead of the October 19 deadline to avoid an extension to 

Article 50 and a possible early election this autumn. Scotiabank Economics 

expects the BoE to remain on hold through end-2020 (chart 1, again).  

The characterization of macroeconomic developments in the Summary and 

Minutes was marginally more dovish than in August. The UK’s real GDP fell 

by 0.2% in Q2 compared with a flat expectation in the Inflation Report. On the 

basis of the BoE’s Nowcast model, the UK’s Q3 growth projection was lowered  

10 bps from the 0.3% projection in August to 0.2%, largely owing to auto-plant 

shutdowns. The MPC noted that the “global growth outlook has weakened” since 

August even as “monetary policy has been loosened in many major economies”. 

Committee members viewed the direct impact of ongoing trade tensions as 

“relatively small” even though it is “having a material negative impact on global 

business investment growth.” Brexit-related developments are making UK 

economic data even “more volatile”, and slowing growth has opened up “a degree 

of excess supply,” reversing a fall in the degree of slack in the UK economy since 

the 2016 EU referendum. Labour markets do not “appear to be tightening further.” 

On the upside, the MPC noted that UK consumers remain resilient with Q2 growth 

stronger than expected in the August Report, and that the UK government’s plans 

to increase spending over 2020–21 “could raise GDP by around 0.4% over the 

MPC’s forecast period, all else equal.”  

On setting monetary policy with respect to Brexit, the MPC’s views remained 

largely unchanged, but were laid out in greater granularity. In August, the 

MPC noted that the monetary policy response to Brexit, “whatever form it takes, 

will not be automatic, and could be in either direction.” Now, this data-dependent 

guidance is focused on the possibility of a no-deal Brexit where the Committee 

would likely have to balance upward pressure on inflation from exchange-rate 

pass-through with downward pressure on domestic demand. In the event of a 

smooth Brexit, the Committee continued to expect that a significant margin of 

excess demand would be likely to build in the medium term and that gradual and 

limited increases in interest rates would be appropriate to return inflation 

sustainably to the 2% target.  
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The decision marked the first time that the MPC has provided guidance on the possibility of a protracted period of Brexit 

uncertainty, clearly reflecting political developments since the Committee’s last statement on August 1. The MPC advised 

that the longer such uncertainty persists, the more likely growth would remain below potential, excess supply would increase, and 

domestic price pressures would remain reduced—which would imply that interest rates would remain low for even longer than 

previously envisaged before either a smooth Brexit or no-deal scenario becomes clear.  

The particular circumstances of Brexit imply that slowing global growth and the recent wave of easing by major central 

banks may play less of a role in the Bank of England’s decision making than for other central banks. With the Norges 

Bank hiking today, and the Riksbank and Bank of Canada remaining on hold—for now—the Bank of England is in a shrinking club 

of major monetary institutions that haven’t begun easing conditions. Extended Brexit uncertainty, the ambiguous monetary policy 

implications of a possible no-deal Brexit, and the possibility of a further delay in naming Governor Carney’s successor look set to 

keep the UK in this small club even as its membership is set to fall further with Sweden and Canada likely to join the easing crowd.  

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


September 19, 2019 

GLOBAL ECONOMICS 

|  FLASH REPORT 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein 

have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their 

accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or 

trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not 

constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading 

Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics 

and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other 

transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or 

be in the process of acquiring or disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; 

Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; 

Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all 

members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with 

limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is 

authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and l imited regulation 

by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation 

Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the 

UK Financial Conduct Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated 

by the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

