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CENTRAL BANK'S RATE 2022
SOURCES:  GLOBAL-RATES.COM -  30/09/2022 

For  the Bank of  England  th is  is  the
seventh increase in  interest  rates s ince
last  December ,  a f ter  the Bank of
England opted to  ra ise  them by 0.5
percentage points  to 2.25% .  Be ing
faced by the recent  tax pol icy  by the
new administrat ion ,  BoE now stands to
act  on the h istor ic  dec l ine of  GBP
against  major  pa i rs .

The European Central  Bank  increased
i ts  key benchmarks by an unprecedented
0.5 of  a  percentage point  to 1 .25%  to
combat  the surging inf lat ion of  the
currency b loc ,  despi te  worr ies  that
h igher  rates  wi l l  exacerbate the current
stra in  on consumers '  d isposable  budgets
and deepen an impending recess ion.
With recent  inf lat ion  around the
Eurozone  hitt ing  at  the region of
10%-12%  wi th in  unt i l  Q4,  an
expectat ion of  hawkish rate  increase by
the ECB is  with in  the hor izon.
Al though,  an expected par i ty  between
the US and Eurozone inf lat ion seems to
widen due to  the ef fect  of  energy pr ice

Historic Rate Increases 
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       Increased efforts  have been made
by central  banks recent ly  to combat
inf lat ion ,  encourage sav ing,  and,
u l t imate ly ,  resul t  in  a  tendency for
people  to  spend less  and in  order  to
tame down a re lat ive ly  pers ist ing
upward inf lat ion .  

As you can see in  the chart  be low,  The
U.S Fed,  BoE and ECB tra i ls  an upward
and hawkish stance to  keep pr ices  in
check .  S imi lar  pol icy  has been adopted 
 by the centra l  banks of  Norway,
Switzer land,  and Japan stands out  by
cont inuing to  pursue an expansionist
pol icy ,  but  late ly  submitted to  intervene
in  stopping the cont inuous dec l ine of
JPY due to  surging USD.  

The US Federal  Reserve  ra ised the
federa l  funds rate  three t imes in  a  row ,
by  0.75 pp ,  to a  range of  3%-3.25% ,
the h ighest  leve l  s ince ear ly  2008,  in  an
effort  to  lower  inf lat ion ,  which is  c lose
to i ts  h ighest  leve ls  s ince the ear ly
1980s.

INFLATION RATES 2022
SOURCES:  GLOBAL-RATES.COM -  30/09/2022 

https://www.global-rates.com/en/
https://www.global-rates.com/en/
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           Many fear  that  th is  would dr ive
up house va lues even more and further
dr ive  away new buyers  as  a  resul t ing
effect  of  h igher  mortgage rates  and an
increased cost  of  capi ta l  by the
developers .  According to  Hal i fax  and
Nat ionwide,  respect ive ly ,  house pr ices
have shocked many by cont inuing to
grow and general ly  increased by 0.4%
and 0.8% in August .  According to
off ic ia l  data,  the UK's  annual  rate of
pr ice increase jumped to 15.5% in Ju ly .  

                The Federal  Reserve
s ignal led i t  would cont inue ra is ing
benchmark interest  rates  much above
the present  leve l  when i t  increased
them by another  

three-quarters  of  a  percentage point
on the 21st  of  September 2022 .  
According to  the most  recent  personal
consumpt ion expenditures  pr ice  index
(PCE)  report ,  pr ices  have increased
6.3% nat ionwide s ince last  year .
According to  Fed experts ,  PCE inf lat ion
wi l l  cont inue to be higher ,  but  should
drop to 5.4% by the end of  2022.  

With addi t ional  rate  increases on the
way,  we should ant ic ipate  that  the Fed's
pol icy  act ion wi l l  soon cont inue to  cool
the housing market  in  the U.S .  That  is
because of  be ing ahead of  increas ing
pol icy  rates  as  opposed to  European
counterparts .  

On the other  hand,  house pr ices  in  the
larger  Europe may soon subside due to  a
bleak economic  out look and reduced
appet i te  for  the GBP and EUR.  

How does  ra te
increases  a f fec t
Property  Inves tors  into
the  EU

Bank of England
          The increase is  part icu lar ly
against   people  who have mortgages
with var iable  rates .  According to  most
recent  F inancia l  Conduct  Author i ty  data ,
over  ha l f  of  them are e i ther  on a  t racker
di rect ly  t ied to  the Bank base rate  or  a
discounted-rate  arrangement .  

Cheap mortgages have supported the
real  estate market  in  the past ,  thus
increases in  borrowing costs  wi l l  have a
downward ef fect  for  i ts  demand.  

increases in  the EU(as seen on Inf lat ion
Chart  above) ,  the chart  looks to  have a
need for  ECB ( lagged behind the Fed
and BoE)  to  c lose the gap of  rate
increases to  cope up in  taming inf lat ion
down at  least  at  ha l f  the current  leve l
and support  i ts  currency f rom further
deprec iat ing against  the USD.  
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Porto & Associates  Consul t ing GmbH accepts  no responsib i l i ty  for  the content  of  th is  report  and makes no warranty  as  to  i ts  accuracy of  completeness .  This  report  is  not
intended to  be f inancia l  advice ,  or  a  recommendat ion for  any investment  or  investment  st rategy.  The informat ion is  prepared for  genera l  informat ion only ,  and as  such,  the
speci f ic  needs,  investment  object ives or  f inanc ia l  s i tuat ion of  any part icu lar  user  have not  been taken into  considerat ion .  Opin ions expressed are  those of  the author ,  not  Porto  &
Associates  Consul t ing GmbH accepts  no l iab i l i ty  for  any loss  caused by the use of  th is  informat ion.  P lease note the va lue of  investments  can go down as wel l  as  up,  and you may
not  get  back a l l  the money that  you invest .

                 The centra l  bank's  25-
member  governing counci l  increased i ts
key benchmarks by an unprecedented
0.5 of  a  percentage point  to 1 .25% to
combat the surging inf lat ion of  the
currency bloc ,  despi te  worr ies  that
h igher  rates  wi l l  exacerbate the current
stra in  on consumers '  d isposable  budgets
and deepen an impending recess ion.

Ris ing inf lat ion in  the Eurozone,  which
hi t  a  record h igh of  9 .1% last  month
amid skyrocket ing natura l  gas costs ,  has
compel led the ECB to  deviate from i ts
custom of  gradual  r ises .  

The ECB is  prepared to  announce
addit ional  rate  increases to  combat
r is ing inf lat ion and br ing i t  down to  i ts
2% target .

Pr ice  growth in  France  decreased f rom
6.1% in  Ju ly  to  5 .8%,  but  c l imbed in  the
major i ty  of  other  Eurozone nat ions .

With the arr iva l  of  cost  increases ,  the
genera l  pr ice  r ise ,  the recent  dec l ine of
the euro in  par i ty  with  the dol lar  (see
our  report  "Why i t 's  the t ime to  Invest  in
Euro?") ,  the inf lat ion wi l l  br ing down the 

Opportuni ty  for  Non-  
EU and  Non-U.S  
Domic i l ed  Inves tors
           With countr ies  in  the Middle
East  whose currency is  pegged at  USD
and whose have a  revenue windfa l l  f rom
oi l  and LNG pr ice  increases ,  buying  low
on GBP  and EUR  at  these leve ls
presents  a  signif icant  opportunity .  That
is  co inc ided by a  lower  va luat ion of
propert ies  in  Europe due to  a  reduced
demand.  Moreover ,  a  logica l  rate
increases in  the Euro area may stabi l ize
currency va lue in  re lat ion to  USD,  hence
an opportuni ty  to  acquire  before  U.S
Fed's  expected eas ing of  interest  rates
which is  seen to  be with in  the later  part
of  2023 as and when inf lat ion is  back to
thei r  target  of  2%.  

costs  and for  a  non EU investor  is  a
great  opportunity  to consider  hedging
their  portfol io  with a  property that  has
a discounted valuat ion ,  because many
attract ive  propert ies  wi l l  soon be
avai lab le  on the market .  

Author & Analyst

Marie  Anna Novie l lo
Market ing Specia l is t
mar ie .anna.novie l lo@gmai l .com

Porto & Associates Consulting GmbH
Munich, Germany

 +49 151 2622 1915
www.portoacg.com

http://www.portoacg.com/

