Bank of England Cuts Rates -)\\ -

Latest views from the investment team

The Bank of England lowered interest rates yesterday, from 5.25% to 5%. This is the first cut since the start of the
pandemic in March 2020 and will be welcomed by borrowers. The committee were split on the decision - five
members, including Governor Bailey, voted for a cut while four preferred to leave rates unchanged.

Key to this decision is inflation. The Bank of England’s Monetary Policy Committee sets interest rates with the aim of
meeting the 2% inflation target. Inflation, which peaked at over 11% in October 2022, fell to 2% in May and remained
there in June. The decline has largely resulted from reduced pressures on food and imported goods prices. Food
inflation has fallen to under 2%, from nearly 20% at its peak, a worrying level driven by the effect of global supply
disruptions caused by pandemic lockdowns and the Russian invasion of Ukraine. Some committee members have
concerns about the sustainability of low inflation because wage pressures are still elevated. This is supporting services
inflation, currently at 5.7%. Recent above inflation pay awards in the public sector will not alleviate these concerns.
However, at 5%, policy rates are still viewed to be restrictive and are expected to further dampen some of the more
stubborn inflation pressures.

Governor Bailey has cautioned that rates are unlikely to be reduced as rapidly as they were increased between
December 2021 and September 2023, when rates rose from 0.1% to 5.25%. The Bank of England are currently
forecasting that inflation will increase modestly to 2.75% later this year, largely due to volatile energy prices, before
returning to the 2% target in 2025. Any upcoming changes to government spending, due to the UK Budget on 30
October, will be incorporated in the MPC’s November projections.

Bottom line

The interest rate cut was not a surprise to investors; expectations for a reduction had heightened over the last three
months as inflation hit its target. Nonetheless, alongside political stability following the UK election and improving
macroeconomic data, we view this supportive stance from the Bank of England as good news for UK assets.

For more information, please contact your adviser.

Disclaimer

The value of investments and the income from them can go down as well as up and investors may not recover the amount
of their original investment. The sterling value of overseas investments, and the income from them, will fluctuate as a result
of currency movements. Past performance is not a guide to future performance. The information in this document is
believed to be correct but cannot be guaranteed. No representation or warranty (express or otherwise) is given as to the
accuracy or completeness of the information contained in this publication.

This publication does not constitute professional advice and does not constitute an offer to sell or a solicitation of an offer
to purchase any security or any other investment or product. North Capital Management will not accept any liability for the
consequences of acting or not acting upon the information contained in this publication. Opinions expressed are solely
the opinions of North Capital Management. All expressions of opinion are subject to change without notice. This document
may not be reproduced or distributed in any format without the prior written consent of North Capital Management. North
Capital Management Ltd is authorised and regulated by the Financial Conduct Authority (FRN 713442). Reg. in Scotland
(SC509360).
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