
 

Statistical 

From

 The Ban
interest 
double i

 But if its
of foreca

 Between
reports 
p.a. whi
percenta

 In the 12
inflation 
percenta

 Howeve
for inflat
average

 Therefor
to under

 Forecas
forecast
2007, an

 By giving
given its

 Ultra-low
consume
debt in t

Source: Bank

 

Factsheet 6

m spot on

nk of Englan
rate decisio
its 2% target

s inflation tar
asting inflati

n 2001 and 2
from Augus
lst eventua
age points. T

2 quarterly 
a year ahe

age points –

r, in the 12 q
tion a year 

e error of +1.3

re, the Bank
restimate inf

sts two years
ts made bet
nd +1.0 perce

g a heavy w
elf permissio

w interest rat
er confidenc
the two most

k of England 

6 

n to inacc

nd’s Moneta
ons. That is t
t. 

rgetting is to
ion. 

2007 the Ba
t 2001 to Ma
l outturn in
The forecas

inflation rep
ad was 1.9%
– less accur

quarterly infl
ahead was 

3 percentag

k appears to
flation signif

s ahead fol
tween Augu
entage poin

weighting to 
on, through ‘o

tes, however
ce. But they 
t indebted se

median inflat

curate: th

ary Policy Co
the justificat

o be plausib

ank tended t
ay 2004, the
nflation was 
ts were almo

ports from A
% p.a. with ou

ate but still 

ation report
1.9%, and o
e points. 

o have beco
ficantly over

low the sam
ust 2001 and
ts since Aug

an excess c
on-target’ inf

r, are not po
also punish 

ectors of the 

tion forecasts

e recent

ommittee (M
tion for toda

ble, then the 

to forecast 
e Bank’s ave
 2.3%. Ther
ost spot on.

August 200
utturn inflati
within norm

ts from Augu
outturn inflat

ome worse a
r the last fou

me pattern: w
d May 2004,
gust 2007. 

capacity fact
flation foreca

olitically neut
savers. And
economy: th

s and outturn

 

history o

MPC) claims
ay’s low inte

MPC must d

inflation rela
erage foreca
refore, there

04 to May 2
on of 2.3%. 
al forecastin

ust 2007 to M
tion was 3.2

at forecastin
ur years. 

with average
, +0.8 perce

tor in its infla
asts, to maint

tral. Of cours
d they allow 
he banks and

ONS RPIX an

Publica

Next up

f MPC inf

s it is target
erest rates d

demonstrate

atively well. 
ast for inflatio
e was an a

007, the Ba
This averag

ng margins. 

May 2010, th
% p.a. This 

ng inflation o

e errors of -
entage point

ation forecas
tain ultra-low 

se, they help
real deprec
d the govern

nd CPI inflatio

ation date: 3

pdate: Nove

flation for

ting future in
despite inflat

e a successf

In the 12 qu
on a year a
average err

ank’s averag
ge error was

he Bank’s av
represents 

over time, a

-0.3 percent
ts for Augus

sting models
w interest rate

p to maintain
iation of ver

nment. 

on data 

31 May 2011

ember 2011

recasts 

nflation with
tion being o

ful track rec

arterly inflat
head was 2
ror of just +

ge forecast 
s therefore +

verage forec
a much lar

nd has tend

tage points 
st 2004 to M

s, the Bank 
es. 

n business a
y high levels

h its 
over 

ord 

tion 
.2% 
+0.1 

for 
+0.4 

cast 
ger 

ded 

for 
May 

has 

and 
s of 

 


