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The Institute of Directors said today that there is scope for the Monetary Policy Committee to cut interest rates – from 5¼ per cent to 5 per cent – even though they did not expect a decrease.  

Then IoD said that the Monetary Policy Committee, in making its interest rate decisions, faces an economy seriously out of balance. On the one hand, consumer spending is firm, consumer credit buoyant, the housing market is still warm, the labour market is tight and public expenditure is picking up. But, on the other hand, overall GDP growth has slowed substantially and manufacturing is effectively in recession suffering from the weak euro/strong pound and weakening overseas markets. Even though there may be some tentative signs that the US has reached the 'bottom of the slowdown' – further economic difficulties cannot be ruled out. And the economic performance of Germany and the other major Euroland economies is very disappointing. 

Inflationary pressures are, however, still remarkably benign and pay settlements remain modest despite the tight labour market. 

Ruth Lea, Head of the Policy Unit at the IoD, said:

"Economic growth has decelerated significantly this year and manufacturing is beset by problems including the weak euro and depressed overseas markets. But, set against this, there is a significant fiscal stimulus in the pipeline and consumption is firm. The economy is badly out of balance and the MPC faces a real dilemma. But we believe that a further ¼ per cent cut would be safe and would not re-ignite inflation. There is scope for a ¼ per cent cut this week.”
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Contact points:

Ruth Lea, Head of the Policy Unit, office tel: 020 7451 3291; home tel: 020 8346 3482 

  pager number: 07626 241749

Graeme Leach, Chief Economist, tel: 020 7451 3366

Steve Reardon, Director of Communications, tel: 020 7451 3263

mobile and out of hours: 07881 626330

Richard Taylor, Press Officer, tel: 020 7451 3264

 mobile and out of hours: 07721 734886

e-mail: press@iod.com
Notes to Editors:

The Institute of Directors is a non-political organisation with some 70,000 members world-wide, 54,000 in the UK, whose aim is to help directors to fulfil their leadership responsibilities in creating wealth for the benefit of business and society as a whole. To this end the IoD provides an effective voice to represent the interests of its members to government and opinion-formers, and to bring the experience of business leaders to bear on the conduct of public affairs.
