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Introduction
In order to contain the inflation pressures, the Bank of England has increased the rate of interest specifically on various international events such as Brexit uncertainty, covid-19 supply chain disruptions as well as the Russian invasion of Ukraine. As the inflation hits increased the cost of food along with energy by 9% in the UK, it has become highly challenging for businesses to protect their business operations in terms of these inflationary pressures. Based on such context, in this report, a detailed analysis of the causes, implications, and effects of inflation has been put forward along with the discussion of the possible impacts of the stance undertaken by the Bank of England to increase the interest rates. Other than that, while considering Andrew Bailey’s statement, the impact of increased interest rate on Yummy Bites Group (YBG) has been further highlighted while indicating potential recommendations for protecting YBG’s business operations in light of these inflationary pressures. 
[bookmark: _Toc109322297]Inflation and its causes, implications as well as effects
As put forward by Lea (2022), inflation is the significant increase in the prices of goods as well as services in an economy. This means that when the general price level rises, the unit of currency for purchasing goods and services decreases which lead to a reduction in the purchasing power of money due to inflation. In other words, inflation is a broad measure that indicates the increase in the cost of living in an economy or the overall increase in prices over a given period of time. For instance, Wallace (2022) argued that the stance undertaken by Andrew Bailey to increase the interest rates for bringing down inflation will be lowered once again when the impacts of the war in Ukraine fade along with the covid-19 effects. This means that the combination of increasing demand post-covid along with supply chain disruption led by the war in Ukraine has resulted in the increased price which hit 9.1pc in May 2022. As a result, the inflation pressure not only increases the rising prices in the economy but also increases the cost of living due to the increased price of goods and services.
It has been well indicated by McCabe (2022), inflation is caused by factors including pressures on the demand or supply side of the economy, consumer expectations as well as money supply policies. Other than that, the three major causes of inflation include built-in inflation, demand pull inflation, and cost push inflation. Based on the demand pull effect, when the supply of money along with credit stimulates, the demand for goods and services also increases leading to increased prices the covid-19 crisis and the Ukraine war have increased the supply of money and credit which has resulted in rising prices due to increased demand for goods and services. On the other hand, the cost push effect is the result of increasing prices through the production process inputs. For instance, as the supply chain disruptions are evident due to the covid-19 crisis, there is a negative economic shock in terms of the supply of key commodities which has resulted in increased costs of intermediate goods in the economy, (McMillan, 2022). Lastly, the built-in inflation is based on adaptive expectations of people as they expect that the current inflation rates will increase in the future at a similar rate. For instance, when workers intend to maintain their standard of living, they demand more wages or costs which leads to a higher cost of goods and services resulting in a wage-price spiral continuation. 
As stated by Dräger et al. (2022), when the prices of goods and services rise, it means that one unit of currency purchases fewer goods and services. As a result, the purchasing power of people decreases leading to an increased cost of living. This in turn ultimately leads to a deceleration in economic growth. The rising inflation is likely to increase the cost of procurement as well as operations for Yummy Bites Group. The restaurant chain also targets consumers from the low and middle income groups and hence inflation is expected to impact their power of purchasing negatively. Therefore, the cumulative effect of inflation can considerably reduce the sales of Yummy Bites in future. As a result, the monetary authority takes significant steps for managing the money supply and credit in order to keep inflation within permissible limits while smooth functioning of the economy. For instance, the Bank of England increased the interest rate for keeping the inflation pressures within permissible limits, (Nelson, 2021). In addition, the largest increase of the Consumer Price Index for All Urban Consumers hit 9.1% in June 2022 for a 12-month period since November 1981. Other than that, the negative implication of inflation can impose major costs on an economy as it brings uncertainty and people or business firms who hold assets in terms of their home currency, bonds or cash can face the erosion of the real value of their holdings. 
[bookmark: _Toc109322298]The possible effects of the stance that the Bank of England took (increasing interest rates) in inflation control
It has been well stated by Froemel et al. (2022), that one of the possible impacts of the increasing interest rates that the Bank of England took for controlling inflation is it has made it expensive for people to borrow money while encouraging them to save. This means that their tendency to spending behaviour will be less which means that prices of goods and services will tend to increase more slowly. As a result, it can lower the rate of inflation. As per Bankofengland.co.uk (2022), the current inflation rate is 9.4% and the BoE is planning to get inflation back down to 2% after the covid-19 crisis, supply chain disruptions and the war in Ukraine fades in the next two years. However, it is expected that despite the rate of inflation may slow down in the forthcoming years, the prices of certain commodities may stay at a high level compared to the past. The current rate of interest is relatively high specifically due to the increased spending and demand for goods during the covid-19 crisis. The economies around the world including the UK were recovering after the covid-19 restrictions but some businesses struggled at a significant level in acquiring materials and resources needed in their production. On the other hand, Russia’s invasion of Ukraine has resulted in a significant increase in the price of energy, as well as many agricultural commodities such as grain which have been widely felt. Also, it has been well indicated by McCabe (2022), that there are increasing job vacancies compared to the number of people to fill them which resulted in higher wages offered by employers to attract and retain job applications. In addition, business firms are also charging more for their products and services which has been also increasing pressure on prices. As a result, the Bank of England pushed the interest rate high from 0.1% to 1.25% for containing the increasing rate of inflation. 
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Fig: 1 (High interest rate set by BoE)
Source: (Bbc.com, 2022)
Likewise, Sissoko (2022) argued that a high interest rate means an increase in the cost of living which leads to the lower purchasing power of money. Firstly, the impact of this rising interest rate can affect the mortgage customers due to monthly repayment rise, and rise of interest rate on credit cards but positively impacts the interest rate on savings in terms of a higher return on money. Secondly, during the global crisis, businesses obtained significant credits and loans from the bank to sustain and survive the pandemic, higher interest rates make it highly difficult for businesses to carry the debt longer and pay more money as well as to borrow new loans. Thirdly, when interest rates are high, customers tend to borrow less money and they tend to save the money back by spending less on products and services. This in turn affects the disposable income of customers affecting their purchasing power and investment patterns. As a result, this lower disposable income not only affects the living condition of people but also impacts the sales and profitability of businesses at an extensive level, (Froemel et al. 2022). When business firms increase their prices of products and services due to higher interest rates, the scalability of businesses gets challenging as the buying power of customers increases. In the case of rising interest rate, Yummy Bites Group would require to pay a higher amount of tax for their operations. On the other hand, a growing living costs can cause people to reduce their expenditure including their spending on food.
On the other hand, Chappell Jr et al. (2022) suggested that in the UK and US, monetary policy is the major tool to maintain inflation rates. In the UK, the Bank of England plays a vital role in controlling the inflation rate and they are given an inflation target set by the government where the bank use interest rates for achieving this target. Similarly, in the UK, the inflation rate is higher at 9% based on which the government has set a target to lower it resulting in an increased 2.5% interest rate. However, the government can also use price and wage controls for fighting inflation along with a contractionary monetary policy for limiting the money supply within the economy. For instance, the UK government along with the Bank of England has used a contractionary policy to limit the supply of money within the economy by increasing interest rates by 2.5%, (Matthews and Ong, 2022). This in turn has reduced business and consumer spending leading to slow economic growth. Other than that, by integrating price controls as mandated by the government, it can be applied to specific goods which can assist to control the level of inflation. The lowered consumer spending can be predicted as a significant factors leading to a decrease in sales volume of Yummy Bites. As the restaurant chain targets middle income and low-income people the high interest rate is expected to create a larger impact on the business.
Hence, it can be stated that the governments have certainly limited ways to stop inflation. Despite putting a cap on prices, the broad price controls needed to impact inflation do not have a significant track record. However, pursuing a contractionary monetary policy is one of the best methods to limit inflation today which has been well established by the UK government along with the Bank of England while increasing interest rates due to uncertainties and events that are beyond control at present.
[bookmark: _Toc109322299]The effects of the interest rate increase on Yummy Bites Group
It has been well indicated by Lea (2022), the increase in interest rates directly reduces the average net income of the restaurant industry. However, companies with a lot of cash in terms of their balance sheet can certainly benefit from higher interest rates as it would lead to more money. Based on such context, the restaurant chain Yummy Bites Group has been highly impacted due to the increasing interest rates driven by inflation as it directly increases the tax rates as well. This in turn can certainly increase the operational costs for the restaurant chain Yummy Bites Group adding more fuel to the fire. Other than that, as the interest rate is expected to increase, it will only exacerbate the rising input costs as well as soften customer demand, (Oxford Analytica, 2022). The impact of higher interest rates indicates the increased mortgage payments of households in terms of higher payments with limited disposable income per month. This will directly impact their spending behaviour affecting the sales and profitability of the restaurant chain Yummy Bites Group.
On the other hand, Anson and Capie (2022) argued that there is also a positive effect of the increased interest rates on the restaurant's industry as it is the first signal that the markets are on a consistent path back to a normalized interest rate environment which has been highly complex following the financial crisis. This means that the positive impact of these rising interest rates for the restaurant chain Yummy Bites Group is it can benefit as the market returns to an equilibrium in terms of investors, customers as well as operational areas over the forthcoming years. In addition, as the restaurant sector of the UK is highly resilient and is significantly recovering from the covid-19 crisis, disrupted supply chain along with Brexit uncertainties, the restaurant chain Yummy Bites Group has been adapting to the increased operational costs already which makes it unlikely to notice much of a difference in terms of higher interest rates. Hence, it can be stated that the impact on restaurants like Yummy Bites Group will be felt very little.
In addition, James (2022) suggested that the impact of the increased rates would be more psychological compared to financial as financially, it would be a positive impact on the restaurant businesses in the long run. As the interest rates have doubled, the confidence of customers will be highly hit in case the rates increase further in the next few months. Other than that, the restaurant business sector has grown fastest due to the significant spending by Generation X and Millennials and most of them do not have any mortgages which means that they will be least impacted due to increased interest rates which is a positive impact for the restaurant chain Yummy Bites Group. However, the restaurant chain is still reeling from the headwind costs of Brexit, the war in Ukraine, supply chain disruption, and covid-19 crisis which means that the increased interest rate is minor but in case the value of the pound increases in the long-term, it can assist the restaurant chain to reduce the cost of operations including imported produce. 
[bookmark: _Toc109322300]Conclusion and recommendations
From the above analysis, it can be summarized that the increasing price of food, energy, and commodities due to the strategy of the Bank of England upon the indication of the UK government to contain an inflation rate of more than 9% has directly impacted disposable income of people, buying behaviour of customers and businesses at a significant level. In addition, the covid-19 supply chain disruptions, Brexit bureaucracies, and the Russian invasion of Ukraine are the major reasons behind the increased interest rates as pinned by Governor Andrew Bailey. These uncertain events have fueled stimulus money at lower interest rates for issuing stimulus checks and increased unemployment benefits by the government for assisting individuals and small businesses. It can be further stated that increased cost of living and limited disposable income of people due to surging costs of food, energy, and clothes has the potential to impact and slow down the growth of the restaurant chain Yummy Bites Group. Additionally, increasing operational costs, taxes, and tariffs on businesses may further affect the growth and profitability of the business in light of the inflation pressure. This means that the support from the government is highly essential in terms of business rates while offering clarity of Brexit and the covid-19 crisis to provide stability. Without such a case, the rising costs will significantly undermine investment. 
However, it is also expected that the increased interest rates can also offer potential benefits to the business as the market returns to an equilibrium. As the restaurant chain has been managing the rising prices and costs of operations and commodities due to the ongoing crisis, the increased interest rate would have minimal impact on operational costs. In addition, the effective analysis of the size and rate of growth of the money supply must be well carried out by the Bank of England along with government support to keep inflation in check. Other than that, implementing measures through monetary policy, setting long-term inflation goals as well as price stability can assist restaurant chains like Yummy Bites Group to plan for their future and survive the crisis profitable while benefitting the economy as a whole. Yummy Bites Group can handle inflation and its implications through cost control that can be done by automation of organisational processes to reduce time and cost as well as expenses on overheads. Furthermore, stocking up on supplies in advance can also enhance the firm’s capability of meeting the demand while outsourcing can considerably decrease costs for the organization.
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