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The Institute of Directors welcomed today’s decision by the Monetary Policy Committee to leave interest rates at 4 per cent, but warned that interest rates could still rise over the next two to three months if consumer spending and the housing market remained buoyant. 

At the moment, the IoD said the economy was especially difficult to read. On the one hand house prices have recently been extraordinarily firm according to both the Nationwide and Halifax and mortgage lending was at record levels. April’s retail sales were buoyant. In addition public spending was rising, pay settlements were picking up slightly, unemployment remained low (though modestly rising) and the international economy was showing signs, albeit stuttering signs, of recovery. But on the other hand some of the recent official data had been surprisingly weak. The flat first quarter GDP figure was very disappointing – as was March’s manufacturing output fall of 0.8 per cent (in the month). Moreover, recent surveys of both the manufacturing and the service sectors had (apparently) been weaker.

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

“We welcome today’s unchanged interest rates, especially as the jury seems to be out on the strength of the upturn in the economy. Earlier in the year many indicators seemed to be pointing to recovery but over the past couple of months there have been some very disappointing developments. We still expect growth this year and, given the continued buoyancy in the housing market, we still expect some modest firming in interest rates this year. But we do not expect the Bank of England to increase rates until there are more obvious signs of economic strength.”
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Contact points:

Ruth Lea, Head of the Policy Unit, tel: 020 7451 3291

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 55,000 members 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. 

