
Bank  of  England  chief
economist  rebukes  government
defence of market turmoil
The Bank of England’s chief economist has contradicted the
government by saying there is an “undoubtedly a UK-specific
component” to the market reaction of the past six days.

Huw Pill has counteracted the government’s claim that the
market turmoil which followed the mini-budget announcement is
down to broader market factors experienced by other economies,
such as supply chain difficulties and the war in Ukraine.

Speaking at the Institute of Directors NI Dinner on Thursday,
Mr Pill, a member of the interest rate-setting Monetary Policy
Committee (MPC), said: “Over the course of the past week,
there has been a significant repricing of financial assets.
Part of that re-pricing reflects broader global developments.

“Part  of  it  reflects  the  ongoing  normalisation  of
macroeconomic  policy  after  the  pandemic-induced  episode  of
exceptional  ease.  But  there  is  undoubtedly  a  UK-specific
component.”

Addressing the Bank’s unprecedented intervention to buy long-
dated government bonds, Mr Pill said the measure was taken
merely to normalise the market.

He said: “They are not intended to cap or control longer-term
interest  rates  or  to  offer  more  favourable  underlying
financing conditions to the institutions involved – or, for
that matter, to the government – than would have prevailed in
an orderly market environment.”

That  intervention  was  taken  after  the  Financial  Policy
Committee (FPC) of the Bank “identified a market segment where
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orderly  re-pricing  threatened  to  descend  into  market
dysfunction”. That segment was the long-end of the gilt market
– where government bonds with maturities above 20 years trade,
he added.
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Mr Pill also addressed Brexit in his speech. He said he had
“learnt about how Brexit has affected trading relationships on
the island of Ireland and across the Irish Sea”.

The  speech  was  written  with  “helpful  comments”  from  Bank
governor Andrew Bailey.

Advertisement
The focus of Mr Pill’s speech was originally intended to be
mostly an exploration of macroeconomic motivations but he said
it would be “remiss of me not to address market developments”.
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