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13 AUGUST 2014
Commenting on the Bank of England’s inflation report, Neil Williams, Group
Chief Economist at Hermes, said:
“Carney has pulled ‘rabbits out of hats’ in previous Inflation Report press conferences,
such as forward guidance, but less so this time. The three takes today are that the,
what I call a “sugar rush”, recovery is still on track; that inflation remains a bit
punchier than had been expected; and, linked to that, while there’s little urgency right
now to hike rates, at the back of his mind is the need to get the ball rolling sometime
in the next few months.
Financial markets are writing off the notion of a rate hike before Christmas. Yet, with
GDP growing at potential and about to be revised higher, inflation probably troughing,
and the MPC mindful of bubbling house prices, the first, 25bp hike could come
sooner if, to borrowers at least, Carney chooses to become ‘Scrooge rather than
Santa’. But, even then, he couldn’t be clearer that the MPC will – rightly – take only
the smallest baby steps to normalisation.
Either way, ‘planting the flag’ early should help Carney make sure the peak rate,
when it comes, is materially lower than the Bank’s 5% historic average. I still expect
him to cap the peak Bank rate at 3%, supported after 2015 by pulling on the other
monetary ‘lever’ – selling back the gilts bought under QE – which also takes cash out
of the system”
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Notes to Editors:
Hermes Fund Managers
Hermes is focused on delivering superior, sustainable, risk adjusted returns for our clients –
responsibly.
We believe in Excellence, Responsibility and Innovation
•

Excellence: We aspire to excellence in everything we do. This manifests itself most
visibly in our investment performance. We will only offer products to our clients where

we believe there is a strong investment thesis and where we can deliver sustainable
alpha.
•

Responsibility: We believe it is our responsibility to lead discussion and debate about
the fiduciary responsibilities of fund managers to our clients, their stakeholders and,
ultimately, society at large. We have always sought positive engagement with the
firms in which we invest.

•

Innovation: We have the entrepreneurial culture to identify forward-looking products
that meet those needs, along with the resources and speed-to-market mentality to
develop them rapidly.

Our structure provides wholesale, institutional and pension fund clients globally the benefit
of access to a broad range of specialist, high conviction investment teams operating within
an established and robust operating platform.
Hermes' investment solutions include:
•
•
•
•

Fixed Income: Inflation-Linked, Government Bonds, Investment Grade, High Yield
Alternatives: Commodities, Hedge Fund Solutions, Infrastructure, Private Equity
Equities: Global, Emerging Markets, Small & Mid Cap, Europe, Asia Ex Japan
Real Estate: Segregated, Unitised, Debt, UK, US Residential, European

Hermes manages assets on behalf of more than 200 clients* across these investment areas
with £27.4 billion* assets under management. In Hermes Equity Ownership Services, we
have one of the largest engagement resources in the industry, advising on more than £108.6
billion* of assets.
*
Please note the total AuM figure includes £3.6bn of assets managed or under an advisory agreement by Hermes GPE LLP (“HGPE”), a joint
venture between Hermes Fund Managers (“HFM”) and GPE Partner Limited. HGPE is an independent entity and not part of the Hermes group.
£0.4bn of total group AuM figure represents HFM mandates under advice. Source: Hermes as at 30 June 2014.

