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The Institute of Directors said today that Monetary Policy Committee’s decision to leave interest rates at 4 per cent was unsurprising, given the current uncertainties about the direction of the economy.

The IoD said that the economy was still 'two speed', with a depressed manufacturing sector and weaknesses in other parts of the economy such as advertising and travel but relative firmness in the retail sector and, especially, the housing market. Car sales have been very firm, consumer debt has soared to new records and the housing market is still lively. The public sector is also expanding.

Ruth Lea, Head of the Policy Unit, said:

"The economy is giving conflicting signals at present with chill in some sectors, for example manufacturing, and relative buoyancy in others, notably consumer spending and the public sector. GDP was flat in the fourth quarter. Under these circumstances today’s decision by the Bank of England seems sensible.

“Even though there are still worries about the domestic economy and the global situation still looks fairly grim – though there are already signs of improvement in the all important US economy – we do not, on the whole, expect further cuts in interest rates unless there is a rapid deterioration in economic activity. The bias now, therefore, seems to be towards monetary tightening. But we believe that, provided sterling remains strong and consumer behaviour is reasonably in control, such tightening should only be modest this year. This scenario would change, of course, if sterling fell significantly and/or consumer spending were to be very buoyant.”
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Contact points:

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

Graeme Leach, Chief Economist, tel: 020 7451 3366

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

Richard Taylor, Press Officer, tel: 020 7451 3264

 mobile and out of hours: 07721 734886e-mail: press@iod.com
Notes to Editors:

The Institute of Directors is a non-political organisation with 55,000 members in the UK. It aims to help directors 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.

