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Bailey warns wage rises are ‘unsustainable’ as interest rates
hit 5pc 22 June 2023 • 6:20pm

Andrew Bailey has said pay cannot keep rising at its current pace if people want in�ation and

borrowing costs to fall after the Bank of England pushed interest rates to 5pc.

The Governor described pay increases as “unsustainable” following the Monetary Policy

Committee’s decision to increase rates by a higher-than-expected 0.5 percentage points.

He also hit out at companies “seeking to rebuild pro�t margins” by keeping prices high, as

the Monetary Policy Committee opted for a stronger rate rise after in�ation remained at

8.7pc in May.
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The Bank of England fears a wage-price spiral, where wages continue rising to keep pace

with rising prices. Pay grew at its fastest pace on record outside of the pandemic in the three

months to April.

Mr Bailey was criticised in February last year when he said workers should not ask for a pay

rise in the face of rising in�ation.

Today, the Governor said: “We’ve got to get and we will get in�ation back to its target. 

“To do that, we cannot continue to have the current level of wage increases and we can’t

have companies seeking to rebuild pro�t margins, which means prices continue to go up at

their current rates. 

“But what I would say to people is we expect in�ation to come down and it’s important then

that price setting and wage setting re�ects that because the current levels I’ll be  absolutely

honest, are unsustainable.”
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