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Bank of England boosts QE but slows
speed of purchases amid market
stabilisation
The Bank of England has expanded its QE programme, but more
importantly, the calmer rate market conditions have given policymakers
enough confidence to slow the pace of purchases. Still, the myriad of
risks facing the economy suggests that the Bank could come under
further pressure to do more - and that will undoubtedly fuel discussion
of negative rates
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The economic outlook facing the Bank of England remains very
uncertain
Three months on from the launch of the Bank of England’s emergency stimulus, the situation
in financial markets looks markedly different. The combination of the £200 billion quantitative
easing package and the Bank’s commercial paper scheme have helped return money markets
to something closer to normality.
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However, in many ways the economic outlook looks just as uncertain. Localised outbreaks of
Covid-19 in China and the US serve as a reminder that the risks from the virus have far from
gone away. And while government schemes have helped avoid the kind of unemployment
spike seen in the US, there are growing concerns about the longer-lasting impact, as firms
adjust to social distancing constraints.

Quantitative easing expanded but buying pace set to slow
It's therefore not surprising that the Bank of England has opted to expand its quantitative
easing programme, although this also heavily reflects operational considerations. At the
current pace of purchases, the original £200bn expansion would have only sustained
purchases for about another month. 

For similar reasons, we had expected the Bank to top-up the programme by more than the
£100bn it has announced today. Importantly though, that assumed that the pace of
purchases remained the same, at around £10-11bn per week. 

At that pace, the £100bn expansion would only sustain purchases until early September.
However in light of the recent stabilisation in markets, the BoE has decided to slow the speed
of bond buying. Policymakers have signalled that the new £100bn injection will be completed
by the ’turn of the year’, and this implies that the rate of purchases will roughly halve. 

Negative rates are still probably fairly low on the list of
favoured tools
Of course, this could change. While the economy is likely to show some green shoots over
coming weeks as a broader proportion of the economy reopens, it’s unlikely that activity will
return to pre-virus levels for at least a couple of years. 

The need to continue supporting the economy will undoubtedly fuel further discussion about
whether negative rates are on the horizon. There wasn’t any mention of this topic today,
although there is still a press conference to come. Policymakers have generally appeared more
open to the idea over recent weeks, although we suspect negative rates are still fairly low on
the list of favoured tools. The potential costs are well documented when it comes to bank
lending, and the experience in Europe and Japan has so far been mixed.

We certainly wouldn’t rule out negative rates further down the line, particularly if the
economic recovery does prove to be more turbulent. However, one alternative option might be
to adjust the Term Funding Scheme (TFS) to offer banks cheaper funding, on the basis that
they increase lending to SMEs.



THINK economic and financial analysis

Article | 18 June 2020 3

Author

James Smith
Developed Markets Economist, UK
james.smith@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BR000341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

mailto:james.smith@ing.com
https://www.ing.com

