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Review: BoE On Hold Ahead of the Budget 
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Executive Summary 

 

⦠ Decision Made: The Bank of England (BoE) hold its Bank Rate at 4.00%. The Committee was split: five 
members (Bailey, Greene, Lombardelli, Mann, and Pill) voted to keep the rate at 4%, while four 
(Breeden, Dhingra, Ramsden, and Taylor) favored a 25 bps cut to 3.75%. In terms of forward guidance, 
the BoE stated that “if progress on disinflation continues, Bank Rate is likely to continue on a gradual 
downward path”.  

⦠	
	

	

	

	

	

	

Policy Discussion: The Bank of England kept rates on hold at 4%, showing restraint ahead of November’s 
Autumn Budget, but signaled that a December cut remains possible as inflation appears to have peaked. 
Governor Andrew Bailey preferred to wait for more data, citing two upcoming inflation and labour 
market releases. The decision, seen as a pause for reflection, was finely balanced. Five members, 
including Bailey, voted to maintain rates, stressing persistent inflation risks and the need for caution, 
while four supported a 25 bps cut, arguing disinflation was well established and policy now overly 
restrictive. 

Chancellor Rachel Reeves welcomed the decision, noting that previous rate cuts have eased costs for 
families and businesses, with inflation expected to fall faster than earlier forecasts. She said the 
upcoming Budget would focus on “fair choices” to strengthen the economy and lower living costs, while 
hinting that Labour’s tax commitments could be reconsidered amid fiscal pressures. 

⦠	
	

Changes to Economic Forecasts: The BoE said CPI inflation has likely peaked, with disinflation gaining 
traction under a still-restrictive policy stance. Inflation held at 3.8% in September, and the Bank trimmed 
its 2025 forecast to 3.5%. It projects UK growth of 1.5% this year (up from 1.3% in August), slowing to 
1.2% in 2026 before recovering to 1.6% in 2027 and 1.8% in 2028. The MPC weighed two scenarios—
persistent inflation due to entrenched pressures versus faster disinflation amid weak consumption—
and agreed that upcoming CPI, labour data, and the November 26 Budget will guide the next move. 

Key Picture: BoE Key Forecasts From the November MPR 

 
 

 

Latest 
Reading 

2025f 2026f 2027f 2028 

November 

Report 

August 

Report 

November 

Report 

August 

Report 

November 

Report 

August 

Report 

November 

Report 

GDP (real growth, 
y-o-y) 

1.2 1.5 1.3 1.2 1.3 1.6 1.5 1.8 

Unemployment 
rate (%, y-o-y) 

4.7 5.0 4.8 5.0 5.0 4.9 4.8 4.7 

CPI inflation (%, y-
o-y) 

3.8 3.5 3.8 2.5 2.5 2.0 2.0 2.1 

Bank rate (%) 4.00 3.9 3.8 3.5 3.5 3.5 3.6 3.6 

Source: Bank of England ‘Monetary Policy Report’ (MPR), November and August 2025. Note: 1. GDP reading for Q2 2025; 2. Unemployment 
reading for July 2025; 3. Inflation reading for August 2025; 4. Bank Rate as implied by forward market interest rates. 

 

https://www.bankofengland.co.uk/monetary-policy-report/2025/november-2025
https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-report/2025/august/monetary-policy-report-august-2025.pdf
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Analysis 

⦠ DECISION MADE: On November 6, in line with consensus, the Bank of England (BoE) held its Bank Rate 
at 4.00%. The Committee was divided. Five members (Andrew Bailey, Megan Greene, Clare 
Lombardelli, Catherine L Mann and Huw Pill) backed the proposal. Four members (Sarah Breeden, 
Swati Dhingra, Dave Ramsden and Alan Taylor) voted against this proposition, preferring to reduce 
Bank Rate by 0.25 pp, to 3.75%. 

In terms of forward guidance, the Bank will remain evidence-based, and data dependent, with 
decisions made meeting-by-meeting. Policy decisions are not on a pre-set course, and the Committee 
will adjust its approach in response to incoming data.  The BoE emphasized that future rate cuts “will 
therefore depend on the evolution of the outlook for inflation. If progress on disinflation continues, 
Bank Rate is likely to continue on a gradual downward path.” 

In terms of balance sheet policy, in September, the BoE agreed to cut its government bond holdings 
by £70 billion (from £100 billion) over the next year, bringing the total to £488 billion. The plan 
includes £21bn of active bond sales, up from £13bn last year, with fewer maturities expected. Only 
20% of sales will be long-dated gilts, down from a third previously. Catherine Mann favoured a £62bn 
reduction, while Huw Pill backed £100bn. 

On 5 November, the stock of UK government bonds held for monetary policy purposes was £555 
billion. Th Q4 sales details set out in a Market Notice. Since sales began in late 2022, auctions have 
been spread across maturities. For 2025 Q4–2026 Q3, around 40% of sales will be short-dated gilts, 
40% medium-dated, and 20% long-dated. BoE governor Andrew Bailey said the new QT target allows 
the Bank to shrink its balance sheet in line with policy goals while limiting disruption to gilt markets. 

⦠ POLICY DISCUSSION: The Bank of England held rates showing restraint ahead of the government’s 
Autumn Budget in November, but with inflation appearing to have peaked, a December cut remains 
possible. Governor Andrew Bailey had made it clear he preferred to see more data before acting. 
Waiting until December would allow the Bank to assess two additional inflation and labour market 
reports, as well as the impact of the government’s Autumn Budget later in the month. The November 
meeting, the last before the Budget, was therefore seen as a pause for reflection. While most 
economists expected the Bank to keep rates on hold, many noted that the decision was finely 
balanced given the mixed economic signals. As reiterated during the press conference, the Bank Rate 
is likely to follow a gradual downward trajectory. 

Five members (Bailey, Greene, Lombardelli, Mann, and Pill) voted to keep the Bank Rate at 4%, with 
four of them emphasizing risks of persistent inflation that warranted maintaining a restrictive stance. 
While acknowledging progress on disinflation, they cautioned that it could stall amid higher inflation 
expectations or structural shifts. Governor Andrew Bailey cast the deciding vote to keep rates at 4%, 
tipping the balance against a cut this month. Bailey viewed inflation risks as more balanced but 
preferred to wait for further evidence. External members Catherine Mann and Megan Greene also 
maintained a hawkish stance. 

Four members (Breeden, Dhingra, Ramsden, and Taylor) supported a 25 bps rate cut, arguing that 
disinflation was more firmly established and that economic slack would bring inflation back to target. 
They highlighted downside risks, including weak consumption from high household saving. Dhingra 
and Taylor further warned that policy was overly restrictive and risked pushing inflation below target 
in the medium term. Taylor took a more dovish view, seeing greater slack, subdued demand, and 
rising unemployment, arguing that inflation could undershoot and more easing may be needed. 

Following the Bank’s decision, Chancellor Rachel Reeves highlighted that five rate cuts under the 
current government have helped ease costs for households and businesses, with inflation now 
expected to fall faster than previously forecast. She said the upcoming Budget would involve “fair 
choices” to strengthen the economy, reduce waiting lists, lower debt, and ease the cost of living. In 
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her pre-Budget speech, Reeves hinted at difficult fiscal decisions ahead and did not rule out revisiting 
Labour’s election pledge against raising income tax, VAT, or National Insurance. 

⦠	 CHANGES TO ECONOMIC FORECASTS: The BoE judged that CPI inflation has peaked, with underlying 
disinflation continuing, supported by a still-restrictive policy stance. In its statement accompanying 
the rate decision, the BoE said it now believes inflation has peaked — a welcome sign for households 
after months of elevated prices. Inflation remained at 3.8% in September. The Bank projected UK 
growth at 1.5% for this year (up from 1.3% in the August MPR), easing to 1.2% in 2026 before 
recovering to 1.6% in 2027 and 1.8% in 2028. The Bank also downwardly revised its 2025 inflation 
projections to 3.5% instead of 3.8%.  

Easing wage growth and slower services inflation suggest that tighter monetary policy is helping to 
curb price pressures. Disinflation is also being reinforced by weak economic growth and increasing 
slack in the labour market. 

The Committee attributed this year’s brief uptick in headline inflation to base effects in energy and 
one-off factors like food supply disruptions and administered price changes, seeing limited evidence 
of new second-round effects. However, some members warned that elevated inflation expectations 
and structural shifts in wage and price-setting could prolong underlying inflation pressures. 

Two alternative scenarios were highlighted: one in which inflation persistence remains stronger due 
to entrenched expectations and structural factors, and another in which inflation falls faster as 
household consumption weakens further. While most members placed some weight on the latter, the 
Committee agreed that upcoming CPI and labour data, as well as the November 26 Budget, would be 
key to shaping the next policy step. 

⦠	 OUR TAKE: The Bank is still on course to cut rates further to reach 3.5% in coming months. The MPC 
decided to wait the outcome of the budget on November 26th before cutting further, but the direction 
of travel seems given. At 4% the Bank is not far from the 3.5% that market participants believe to be 
the terminal rate. While the MPC does not take an official position on this issue and the estimates 
vary wildly, Bailey confirmed that the current market pricing is broadly correct. In our baseline, the 
BoE will cut again in December, but we need to see the Budget first, and the associated market 
reaction.  

⦠	 MARKET REACTION AND IMPLICATIONS: UK government bond yields fell as further easing was 
announced, with the 2-year yield, sensitive to rate changes, down 3 basis points to 3.77% at the time 
of the writing. The 10-year benchmark declined to as low as 4.42% by around 4 bps. In the currency 
space, sterling held near $1.31, paring earlier gains against the dollar following the BoE’s rate decision. 
In the equity space, London stocks were mixed at midday Thursday, with the FTSE 100 trimming earlier 
losses after the Bank of England’s closely contested decision to hold rates at 4.00%. The index was 
down 10.20 points, or 0.1%, at 9,766.88. 
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