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GEORGE PARKER

If any Bank of England policymakers 
were wavering ahead of yesterday’s 
decision to raise interest rates for the 
11th time in succession, the shock of 
February’s inflation data would have 
stiffened their resolve.  

The acceleration in consumer price 
inflation to 10.4 per cent, just as price 
pressures were expected to ease, made 
it all the more important for the central 
bank’s monetary policy committee to 
show that concerns over the health of 
global banks would not get in the way of 
their fight to restore price stability.

Chancellor Jeremy Hunt, who warned 
this week that inflation was at “danger-
ous” levels, made it clear that he backed 
the BoE’s decision. Rising prices were 
“strangling growth and eroding family 
budgets”, he said, and the sooner the 
authorities regained their grip, the
“better for everyone”.

In adopting a similar approach to that 
of the US Federal Reserve, the European 
Central Bank and their Swiss and Nor-
wegian counterparts, seven of the mon-
etary policy committee’s nine members 
voted for a quarter-point increase that 
took the BoE’s benchmark rate to
4.25 per cent.

“We believe inflation will begin to fall 
quite rapidly before the summer but, as 
yesterday’s release for February shows, 
we need to see that actually happen,” 
Andrew Bailey, the bank’s governor, 
said after the decision.

Yet, like the Fed and the ECB, the MPC 
has left its options for future rate deci-
sions open, saying that the financial and 
economic outlook has become more 
uncertain and it wants to see more evi-
dence of how the steep rise in borrowing 
costs since late 2021 is affecting the 
economy.

Investors are betting the central bank 
will raise rates one last time, to a peak of 
4.5 per cent at the end of the summer. 
But economists said the latest rate rise 
could be the last. “The recent tensions in 
the banking system and the lingering 
risk of a recession should keep a lid on 
interest rates going forward,” said Yael 
Selfin, chief economist at KPMG. 

Ruth Gregory of Capital Economics, 
the consultancy, said the MPC had given 
a dovish message and that, while it had 
“stopped short of explicitly calling time 
on rate hikes, it is not on autohike”.

In particular, the MPC downplayed 
the latest jump in inflation. It said the 
surprising strength of core goods prices 
in February was due largely to volatile 
clothing and footwear prices and “could, 
therefore, prove less persistent”. Service 
sector inflation, which is a better guide 
to underlying price pressures, was 
slightly lower than the BoE had forecast. 

The MPC now expects inflation to fall 
more sharply over the next few months 
than it forecast in February because glo-
bal energy prices have dropped mark-
edly since then and the government is 
extending its cap on household energy 
bills. In addition, wage growth in the pri-
vate sector, a big concern for the BoE 
because it could fuel more persistent 
inflation, has started to ease.

In a letter to Barclay, they accused 
him of producing “an additional list of 
unacceptable preconditions” during the 
meeting on Wednesday, and “expecting 
us to accept them there and then”. They 
also said he had briefed the media 
despite having asked BMA negotiators 
to keep discussions confidential, claim-
ing he had created “a deficit in trust”. 

The Department of Health and Social 
Care said Barclay had met the junior 
doctors committee “in the hope of 
beginning constructive talks to resolve 
the current dispute”. 

It added that the union had placed a 
precondition on the discussions of a 35 
per cent pay rise, which it described as 
“unreasonable”, and said the govern-
ment’s door remained “open to con-
structive conversations”.

Unlike nurses and ambulance work-
ers, the junior doctors have not agreed 
to exempt areas such as emergency and 
critical care from walkouts. 

Matthew Taylor, chief executive of 
the NHS Confederation, which repre-
sents health organisations in England, 
Wales and Northern Ireland, warned 
that the latest action would be “a blow to 
leaders’ efforts to tackle the backlog, 
and further industrial action will have a 
significant impact on patient care”.

He said hospital leaders had been 
hoping for an outcome similar to negoti-
ations with the other NHS unions, all 
but one of which last week recom-
mended that their members accept a 
pay offer covering both the current 
financial year and 2023-24.

The monetary policy committee now 
expects inflation to fall more sharply 
in the next few months than it 
forecast in February — Charlie Bibby/FT

The BoE reasoned that China’s reo-
pening was likely to be disinflationary 
for advanced economies because it 
would ease strains on global supply 
chains and this would outweigh any 
effect of stronger demand.

The MPC will be hoping that by the 
time it next meets in May it will have 
clear evidence that the steep rise in bor-
rowing costs since late 2021 is having the 
intended effect and that inflation is on 
its way down.

By then it will also know more about 
the extent of problems in the global 
banking sector. Recent tensions have 
led to a rise in banks’ wholesale funding 
costs, the MPC noted, adding that it 
would “monitor closely any effects on 
the credit conditions faced by house-
holds and businesses”.

James Smith, economist at ING bank, 
said the BoE’s own surveys showed that 
businesses were becoming less aggres-
sive about price increases and that if 
these trends continued a “pause in May 
is likely”.

Some business groups are already 
complaining that policymakers have 
gone too far. Suren Thiru, economist
at the Institute of Chartered Account-
ants, the professional body, described 

the latest rate increase as “overkill”.
David Bharier, head of research at the 

British Chambers of Commerce, called 
it a “blunt instrument” that did not 
address the fundamental causes of infla-
tion.

Nevertheless, the BoE has made it 
clear that if it sees evidence of “more 
persistent” inflationary pressures, espe-
cially in relation to wage growth and 
services inflation, it is prepared to raise 
interest rates again.

Some think it will have no choice. Jes-
sica Hinds, economist at Fitch Ratings, 
said a tight labour market could “keep 
services inflation too sticky for the bank 
to be confident it has done enough”. 
Karen Ward of JPMorgan Asset Manage-
ment said inflation’s persistence looked 
“more worrying in the UK than else-
where” and could leave the BoE “outside 
the central bank herd” later this year.

Bailey suggested after the MPC’s deci-
sion that the central bank would change 
course only when it had seen hard
data to confirm that its actions were 
working.

“We’ve seen signs of inflation really 
peaking now . . . We think it’s going to 
come down sharply, really from the 
early summer onwards, but we haven’t 
seen that happen yet,” he said. “We need 
to see it starting to come down progres-
sively and come back to target.”
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Investors are betting the 
BoE will raise rates one 
last time, to a peak of 4.5% 
at the end of the summer

Acceleration of inflation sealed BoE rate rise 
Central bank policymakers leave their options open, pointing to uncertainties in the financial and economic outlook
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inspects and regulates English educa-
tion, from nurseries to training provid-
ers and fostering agencies. Inspectors 
visit primary and secondary schools 
every four years. Their reports give 
abrupt judgments: outstanding, good, 
requires improvement or inadequate. 

Poorly rated schools are subject to 
further inspections or, in some cases, a 
requirement to join a grouping of 
schools called an academy trust, which 
often means a change in leadership. 

The government has defended the 
role of Ofsted in maintaining educa-
tional standards. The Department for 
Education said the regulator played a 
“crucial role” in ensuring quality and 
protecting children’s safety. 

Former Ofsted chief Sir Michael 
Wilshaw this week told the BBC the 
“vast majority” of schools welcomed 
inspections, which supported them to 
improve and acted as and a “spur” to ris-
ing standards over the past 30 years. 

But some headteachers say they 
dread “getting the call” alerting them of 

an inspection. Alan Lee, chief executive 
of Bedfordshire Schools Trust, which 
runs 10 schools in England, said this 
week he had received “positive and 
affirming” Ofsted visits. He added these 
could also be “harsh” and have a “detri-
mental impact on careers and lives”.

Morrish said many headteachers he 
supports described reports as subjec-
tive, unrepresentative and difficult to 
challenge. 

Education experts concede such com-
plaints are not new. “There have been 
longstanding concerns about the valid-
ity of Ofsted judgments,” Natalie Perera, 
chief executive of the Education Policy 
Institute, a think-tank, said. 

EPI has found that schools with a neg-
ative grade risk becoming “stuck” in 
poor performance, as they become less 
attractive to teachers and families. The 
pressures are compounded by burnout 
caused by the Covid-19 pandemic, 
reduced funding and teaching strikes. 

According to the National Foundation 
for Education Research, a think-tank, 

BETHAN STATON

When education inspectorate Ofsted 
came to Bishop Stopford last June, 
headteacher Jill Silverthorne was opti-
mistic. The Midlands school had previ-
ously been rated outstanding. 

So when inspectors judged it 
“requires improvement” after a two-
day visit, it was a shock. “Devastated is 
the word,” Silverthorne said. “The 
inspection felt negative, like our 
strengths didn’t seem to matter.” 

She is not alone in her frustrations. 
Headteachers have long criticised 
Ofsted for piling pressure and unfair 
judgments on school leaders. 

News of the death by suicide of 
headteacher Ruth Perry in January after 
a critical report by the watchdog has 
unleashed anger this week, with critics 
saying the inspection regime is damag-
ing the education system it is supposed 
to improve. In a charged debate on the 
regulator’s role, some teachers have 
called for the body to scrap its grading 
system, put a higher value on staff well-
being or be suspended. 

“The dam has burst,” said Andrew 
Morrish, founder of Headrest, an organ-
isation that provides support for 
headteachers. “There’s no goodwill in 
the system now.”

Founded in 1992, Ofsted is the 
arm’s-length government body that 

Educators and trade unions 

unite in calls for Ofsted to 

scrap ‘harsh’ rating system

Unison members honour Ruth Perry and hand in a petition yesterday — PA

SARAH NEVILLE — HEALTH EDITOR

Junior doctors in England will walk out 
for 96 hours from April 11, the British 
Medical Association has announced, in 
a significant escalation of their battle 
for a 35 per cent pay rise.

Dr Vivek Trivedi and Dr Robert Lauren-
son, co-chairs of the BMA junior doctors 
committee, said that during talks this 
week health secretary Steve Barclay had 
“failed to make any credible offer” and 
they had “concluded that the govern-
ment was not serious about resolving 
the dispute”.

Health leaders expressed concern 
about the impact of the walkout, after a 
72-hour strike this month resulted in 
the cancellation of more than 175,000 
appointments and operations, by far the 
most disruptive stoppage in a wave of 
industrial action by NHS workers that 
began in mid-December.

“This threatens the biggest disruption 
from NHS walkouts so far,” said Saffron 
Cordery, deputy chief executive at NHS 
Providers, which represents health 
leaders. There should be “no doubt 
about the scale of the impact on 
patients, staff and the NHS”, she added, 
saying it was “hugely disappointing” 
that talks had broken down.

Junior doctors’ leaders accused the 
government of “[dragging] its feet at 
every opportunity. It has not presented 
any credible offer and is refusing to 
accept that there is any case for pay res-
toration, describing our central ask as 
‘unrealistic’ and ‘unreasonable’.”

NHS dispute 

 Junior doctors step up strike 
action after pay talks collapse

teacher vacancies have nearly doubled 
since before the pandemic. Silverthorne 
said the pressure of inspections was a 
factor in school leaders considering 
leaving the profession. 

This year, tensions have been high 
after a reversal of an exemption on “out-
standing” schools being inspected led to 
many being revisited after a long period. 
Some, like Bishop Stopford, were sub-
stantially downgraded. 

This was the case at Perry’s school, 
Caversham Primary. Judged outstand-
ing in 2009 and exempt for 13 years, its 
inspection in November said it was 
“welcoming and vibrant”. But it also 
identified safeguarding issues, in areas 
such as staff vetting or supervision in 
children’s breaks, which affected safety. 
The school was judged inadequate. 

After Perry died in January, her family 
said it was the result of “intolerable 
pressure” from Ofsted.

This week, three of the four teaching 
unions called for Ofsted inspections to 
be suspended and for an official review 
to be carried out. Unions said Ofsted’s 
accountability processes must better 
prioritise staff wellbeing, be less puni-
tive and replace the “blunt” grades with 
a more nuanced report card, an idea 
backed by the Labour party.

Ofsted’s chief inspector Amanda 
Spielman responded that the debate on 
removing the grading system was “legit-
imate” but stood firmly by inspections 
in their current form, saying grades 
were an “accessible summary of a 
school’s strengths and weaknesses”. She 
added that stopping inspections would 
not be in children’s “best interests”. 

Learning. Regulation

Teachers demand reform of school inspections

Consumer confidence improved this 
month on the back of better economic 
forecasts, but people’s outlook on their 
own finances worsened, according to 
data published today. 

Research group GfK said its index of 
consumer confidence, a measure of how 
people view their personal finances and 
wider economic prospects, had risen 2 
points to -36. 

The reading was the highest in a year 
and in line with analyst forecasts but it 
remained well below zero, indicating an 
overall decline in confidence. 

Respondents to the survey, which ran 
between March 1 and 14, were more 

optimistic about the year ahead, with 
the sub-index measuring their general 
outlook on the future economic 
situation increasing 3 points to -40.

But Joe Staton, client strategy 
director at GfK, said the overall 
improvement masked “continuing 
concerns among consumers about their 
personal financial situation”.

Respondents’ forecast for their 
personal finances in the next year fell 3 
points to -21, pointing to the fact “wages 
are not keeping up with rising prices 
and the cost of living crisis remains a 
stark reality for most”, said Staton. 

Consumer confidence this month was 
5 points lower than in March last year, 
as soaring energy bills, higher interest 
rates and food prices squeezed 
household budgets.

The GfK data followed confirmation 

on Wednesday from the Office for 
National Statistics that consumer price 
inflation rose to 10.4 per cent in 
February, up from 10.1 per cent in 
January.

The unexpected uptick in inflation 
has reinforced fears that price rises are 
increasingly being driven by domestic 
pressures in the services sector, which 
tend to be more persistent than the 
external shock of high energy prices.

“Just having enough money to live 
right and pay the bills remains the 
number one concern for consumers 
across the UK,” said Staton. 

Nevertheless, GfK noted that 
consumers in March reported a slight 
uptick in their willingness to make 
expensive purchases, as well as in the 
likelihood that they would put money 
into savings accounts. 

Ashley Webb, UK economist at 
Capital Economics, a research company, 
said that “even though real household 
incomes have been eroded due to high 
inflation, households appear to have 
supported their real spending by using 
their pandemic savings”. She added that 
resilience in the labour market had also 
lifted consumer morale. 

The data comes a day after the Bank 
of England raised interest rates 0.25 
percentage points to 4.25 per cent.

Webb said that while further rises in 
the base rate were “likely to weigh on 
consumer confidence, we don’t expect 
interest rates to rise much further from 
here. Instead, we expect the easing in 
inflation and the resultant boost in real 
household incomes will support 
consumer confidence this year”. 
Daria Mosolova

Survey data
Consumer confidence level 
reaches highest in a year 


