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UK Interest rates quadruple in 
just two months 
 
The UK base rate may be stuck at 0.1%, but 
there is interest rate movement elsewhere.  
 

The Bank of England has kept its base rate below 
1% for over 12 years now. The rate first dropped to 
0.5% on 5 March 2009, during the financial crisis. It 
did briefly rise to the dizzying heights of 0.75% 
between August 2018 and March 2020, only to fall 
twice in less than a fortnight once Covid-19 hit, 
ending at its current level of 0.1%. 
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The base rate set by the Bank of England and its central bank counterparts in the US, Eurozone and 
Japan are the rates that grab the headlines, but there are many other interest rates in the 
investment world. Base rates are essentially short-term interest rates, but what is more relevant for 
many major investors, such as pension funds, is long-term rates.  

While central banks largely control short-term interest rates, it is investors who determine long-term 
rates by the prices they are prepared to pay for fixed interest securities (often called bonds). As a 
result, base rates and long-term interest rates can follow distinctly different paths.  

The first two months of 2021 gave a perfect illustration of how great the divergence can be. The 
interest yield on 10-year government bonds (gilts), a widely used benchmark, more than quadrupled 
in the UK from 0.196% at the start of the year to 0.823% at the end of February. Across the Atlantic, 
the yield on 10-year US Treasury bonds also jumped, from 0.916% to 1.407%. In both instances base 
rates were unmoved. There were various reasons put forward for the upward movement, but many 
focussed on investors’ fears that inflation could pick up as economies recovered from the pandemic.  

A rise in long-term rates can influence share prices. A higher long-term interest rate means that 
future profits – particularly those well into the future – are worth less today. That principle could 
mean a sharp drop in the value of some technology companies, particularly those promising jam 
tomorrow, but currently making little or no profits.  

The move in long-term rates may prove to be blip, but it serves as a reminder that your investments 
need to be kept under review, even if nothing appears to be happening to base rates.  

 

 

 

The value of your investment and the income from it can go down as well as up and you may not get 
back the full amount you invested. Past performance is not a reliable indicator of future 
performance.  

Investing in shares should be regarded as a long-term investment and should fit in with your overall 
attitude to risk and financial circumstances. 

 

 

 

 

 

 
Important information:  
 
This document is marketing material. This document is provided by the author and may not necessarily represent views expressed 
in other Aspect8 communications, strategies or funds. The material is not intended as an offer or solicitation for the purchase or 
sale of any financial instrument. The material is not intended to provide and should not be relied on for accounting, legal or tax 
advice, or investment recommendations. Reliance should not be placed on the views and information in this document when taking 
individual investment and/or strategic decisions. Past performance is not a guide to future performance and may not be repeated. 
The value of investments and the income from them may go down as well as up and investors may not get back the amounts 
originally invested. Exchange rate changes may cause the value of any overseas investments to rise or fall. The sectors, securities, 
regions and countries shown above are for illustrative purposes only and are not to be considered a recommendation to buy or sell. 
All investments involve risks including the risk of possible loss of principal. Information herein is believed to be reliable but Aspect8 
does not warrant its completeness or accuracy. Reliance should not be placed on the views and information in this document when 
taking individual investment and/or strategic decisions. Some information quoted was obtained from external sources we consider 
to be reliable. No responsibility can be accepted for errors of fact obtained from third parties, and this data may change with 
market conditions. This does not exclude any duty or liability that Aspect8 has to its customers under any regulatory system. 
Regions/sectors shown for illustrative purposes only and should not be viewed as a recommendation to buy/sell. This content is 
issued by Aspect8 Limited, Holmwood House, Broadlands Business Campus, Langhurstwood Road, Horsham, West Sussex, RH12 
4QP. Registered No. 07572431. Authorised and regulated by the Financial Conduct Authority, FCA no. 227247. 


