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FX Daily Snapshot 
BoE preview: A more straightforward 

decision for the divided MPC  
12 September 2025 

• The BoE is set to hold rates at 4.00% next week following August’s 

narrow vote to extend the quarterly easing cycle. There is no real 

prospect of a move and attention will centre on the vote split, guidance 

tweaks and the annual decision on the pace of QT.  

• There haven’t been any notable data surprises over the summer. 

Headline July CPI matched the BoE’s projections and labour market 

slack continues to build gradually, as expected. That said, signs of 

rising household inflation expectations today will have been well noted 

by the hawkish contingent whose argument centres on the risk of pass-

through to the wage bargaining process. 

• We’ve pencilled in a 7-2 split to remain on hold next hold, with Taylor 

and Dhingra voting for a cut. We expect the guidance will continue to 

indicate that the likely direction of travel on rates is gradually 

downwards, but looking ahead the BoE seems set to slow the pace of 

cuts to reflect the lack of consensus around easing. A December cut 

still seems plausible, but it would likely be another close call.  

• On the balance sheet, a slowdown in the pace of QT from the current 

100bn annual pace is widely expected. We’ve pencilled in a shift to 

60bn which would entail marginally lower active sales compared to the 

previous 12 months.  

Mixed data unlikely to have reduced fragmentation on the MPC…  

The Bank of England meets again next week after the extremely narrow vote to extend 

its quarterly easing cycle in August. There is no prospect of any action on rates. The 

focus will instead be on any changes to the guidance, the vote split and the decision 

on the pace of QT over the next 12 months. 

Since the last meeting, UK inflation surprised to the upside, although it was in line with 

the BoE’s expectations at 3.8% in July. There was a boost from the volatile air fares 

component and food inflation was slightly stronger than expected. Regarding 

underlying pressures, the services component accelerated but the BoE’s trimmed 

services inflation measure (which excludes indexed/volatile components, rents and 

travel) edged lower to 4.2%. Looking ahead, it is likely that there will be some more 

pain to come on inflation with a similar headline figure likely next week and the BoE 

expecting a peak of 4.0% in September.  
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In other releases, the last batch of official jobs numbers continued to suggest that 

labour market slack continues to increase gradually rather than abruptly. There are 

various quality issues around these numbers and so the BoE will continue to place 

plenty of weight on alternative indicators, and the latest KPMG/REC survey looked 

soft. On activity, numbers today showed that monthly GDP growth was flat in July. It’s 

hard to see huge scope for activity to pick up over coming months as speculation 

around possible fiscal consolidation is set to weigh on sentiment.  

All told, there is more than a whiff of stagflation in the air. That is never easy for central 

banks to navigate and explains the deep divisions, which are likely to endure, on the 

MPC. Policymakers are weighing the relative risks from a cooling jobs market and 

sticky inflation expectations. The hawks will continue to caution that higher prices in 

salient categories might feed through to inflation expectations and the wage bargaining 

process. That case was bolstered today by the release of the BoE’s quarterly inflation 

attitudes survey which showed 12-month expectations rose to a two-year high of 3.6%, 

up from 3.2% in May. The dovish argument, to which we are sympathetic, is that such 

developments are less relevant in the context of a clearly softening labour market.   

The MPC was extremely divided in August Services inflation remains uncomfortably high 

  

…but the hawks seem to have secured a slower pace of rate cuts  

For this meeting, we have pencilled in a 7-2 vote split with Taylor and Dhingra (who 

are vying for the ‘arch dove’ mantle) voting for a cut. We suspect that Ramsden, who 

also dissented in June, will now side with the majority for a hold. He said in a speech 

that his June vote was a close call. He flagged a rise in Google searches for 

redundancy as a possible leading indicator of faster labour market loosening, but those 

numbers look less concerning since his comments. 

The current guidance for future easing is already cautious (“A gradual and careful 

approach to the further withdrawal of monetary policy restraint remains appropriate”), 

but it could be watered down slightly to reflect the fragmentation on the MPC. While 

we expect more rate cuts (we see the terminal rate at 3.25%), the vote split last time 

raised plenty of question marks around the timing. Bailey said in his recent Treasury 

Select Committee appearance that he thinks “the path will continue to be downward” 

on rates, but “there is now considerably more doubt about exactly when and how 

quickly” future cuts can be carried out. 

So, a slowdown from the established quarterly pace of easing seems likely as a 

concession to the hawkish camp. Looking ahead, that would mean another hold in 

November. Only ~9bp of cuts are currently priced by year, but we still see scope for a 

move at the December meeting. By then, the extent of any fiscal consolidation will be 

known after the Autumn Budget on 28 November. We assume that the chancellor has 

taken note of measures that might push up consumer prices after the effects of last 

year’s employer NICs rise.  

https://www.bankofengland.co.uk/inflation-attitudes-survey/2025/august-2025
https://www.bankofengland.co.uk/inflation-attitudes-survey/2025/august-2025
https://www.mufgresearch.com/fx/fx-focus-the-boe-still-looks-set-to-maintain-its-current-pace-of-easing-19-june-2025/
https://www.bankofengland.co.uk/speech/2025/june/dave-ramsden-speech-and-panellist-at-the-barclays-cepr-monetary-policy-forum-2025
https://committees.parliament.uk/oralevidence/16381/pdf/
https://committees.parliament.uk/oralevidence/16381/pdf/
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In terms of upcoming data, the Q3 bump in inflation is likely to have started to fade by 

December, and we expect activity numbers will come in fairly soft over coming months 

amid Budget speculation. Meanwhile, the trend for labour market loosening is set to 

continue and policymakers will increasingly have a better steer on 2026 annual pay 

settlements, which we think will look increasingly consistent with the BoE’s target. All 

that said, we accept that the path looks narrow as things stand and any vote for further 

easing this year is likely to be finely balanced again.  

We expect a marked slowdown in the pace of QT 

The other key focus will be on the annual decision around the pace of QT, which Bailey 

said is an “open” discussion. The BoE noted in the August MPR that shifts in the gilt 

market (lower demand for long-term assets, high issuance and heightened global 

policy uncertainty) “pose a risk that QT has a greater impact on market functioning”.  

A slowdown in the current pace of balance sheet reduction (100bn over a 12-month 

period) is widely expected. The latest BoE MaPS survey, conducted in late July, 

showed a median view that the pace will drop to 72bn. But the lumpy maturity profile 

means that just 49bn of gilts are set to roll off the balance sheet over the next 12 

months, and so that consensus would entail an increase in active sales from 13bn over 

the last 12 months. Given the current market environment, we suspect that the BoE 

will be wary of surprising market participants to the upside here. We have pencilled in 

a reduction in pace to 60bn (i.e. similar, but slightly lower active sales over the next 12 

months), but we’re not ruling out a pause to active sales altogether. 

 

  

https://www.bankofengland.co.uk/monetary-policy-report/2025/august-2025
https://www.bankofengland.co.uk/markets/market-intelligence/survey-results/2025/market-participants-survey-results-august-2025
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MUS(EMEA) do not, and have no obligation to update any such information contained in is Sales and Trading Commentaries. Any prices or quotations contained herein are 
indicative only, do not represent firm quotes as to either price or size and should not be used for valuation purposes. 

General Sales and Trading Communications and Sales and Trading Commentaries are not intended to forecast or predict future events. Past performance is not a guarantee or 
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Our General Sales and Trading Communications and Sales and Trading Commentaries are proprietary to MUBK and MUS(EMEA) and may not be quoted, circulated or 
otherwise referred to without our prior written consent. Notwithstanding this, MUBK and MUS(EMEA)shall not be liable in any manner whatsoever for any consequences or loss 
(including but not limited to any direct, indirect or consequential loss, loss of profits and damages) arising from any reliance on or usage of this report and accepts no legal 
responsibility to any investor who directly or indirectly receives this material. 

 This material has been prepared in accordance with MUBK's and MUS(EMEA)'s organisational and administrative arrangements for managing conflicts of interest. Such 
arrangements include policies which set out guidelines relating to (but not limited to) restrictions on access to information, personal dealing and inducements. 

 Any instruments referred to in this material may not be eligible for sale in all jurisdictions or to all categories of investors. This material is not directed to, or intended for 
distribution to or use by, any person or entity who is a citizen or resident of or is located in any locality, state, country or other jurisdiction where such distribution, publication, 
availability or use would be contrary to any law, regulation or rule. Certain products which may be mentioned in this material, including derivative products, give rise to 
substantial risk, including currency and volatility risk, and are not suitable for all investors. 

This material, is only intended for distribution to a "professional client" or "eligible counterparty" (as defined in UK FCA and PRA rules) or their equivalent(s) within the EU and 
should not be passed onto any other person. 

This material and all claims arising in connection with it are governed by, and to be construed in accordance with, English law. 

Disclosures for the website concerning Investment Recommendations: 

MUSE and MUFG Bank may own a net long or short position exceeding the threshold of 0,5 % of the total issued share capital of the issuer. 

Entities mentioned in our Sales and Trading Commentaries may have interest in excess of 5% of the total issued share capital of Mitsubishi UFJ Financial Group. Information 
relating to Major Shareholders is available on MUFG; Stock Information | Mitsubishi UFJ Financial Group 

MUSE and MUFG Bank may be market maker or liquidity provider in the financial instruments of the issuer and may have been lead manager or co-lead manager over the 
previous 12 months of any publicly disclosed offer of financial instruments of the issuer. 

MUSE and MUFG Bank are not party to an agreement with the issuer relating to the production of the recommendation, nor disclose their recommendations to issuers, so that 
the investment recommendation cannot be influenced by the issuer. 

A description of the effective internal organisational and administrative arrangements and of any information barrier it has set up for the prevention and avoidance of conflicts of 
interest with respect to the recommendations is available on  MUFG; Policy for Conflicts of Interest Management | Mitsubishi UFJ Financial Group 

MUSE and MUFG Bank are part of the MUFG Group however owing to the organisation of the Group, employees involved in the production of Sales and Trading 
Commentaries do not know and are not expected to know what is done by other entities of the Group. 

Our Credit Strategy recommendations incorporate valuations (relative value) and the author's fundamental view on the security. The fundamental credit view of an issuer may 
be based on the company's underlying credit trends, overall creditworthiness and our opinion on whether the issuer will be able to service its debt obligations when they 
become due and payable. We may review, among other things, the company's cash flow capacity and trends and standard credit ratios, such as gross and net leverage, 
interest coverage and liquidity ratios. We may also review profitability, capitalization and asset quality, among other variables, when assessing financials. We also take into 
account management strategy, financial policy and the overall competitive landscape in relevant industries insofar as these may impact credit quality. We may also assess 
market technical aspects such as the likely future supply of bonds or fund flows into the broader asset class. Unless we specify a different recommendation for the company's 
individual securities, an issuer recommendation applies to all of the bonds at the same level of the issuer's capital structure. The investment recommendations remain valid only 
at the point of publication, as they are not updated to take account of changes in the financial markets or new news about the issuer or instruments. 

Definitions  

Positive:  

Credit: We expect the credit spread to tighten, on an interest rate hedged basis 

Neutral:  

Credit: We expect the credit spread to remain stable, on an interest rate hedged basis 

 


