The impact of
Interest Rates

Interest rates are set by the Mo
Committee (MPC) of the Ban
is tasked with keeping inflati
the Chancellor.

High inflation erodes the value of
money as you pay more but get less
This makes the electorate unhappy
consequently the Government are ki
to keep inflation down. The role of t
MPC is to maintain interest rates at
level that keeps inflation under cont

A little inflation is good as it gradual
increases asset values such as hous
prices. The opposite of inflation is
deflation. The price of goods and
services constantly reduces which
means that consumers don't buy

as they are waiting for goods to get
cheaper and cheaper. Ultimately
demand dries up, industry falters and
the economy grinds to a halt.
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Source:
Stoakes, Christopher, 2007/8, All you need to know about commercial awareness,
Longtail.



