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• We expect the Bank of England (BoE) to cut the Bank Rate by 25bp to 3.75% but 

we recognise it is a close call. 

• We see a clear, although narrow, path to a 5-4 decision for cut. 

• Since the last meeting, the labour market has continued to cool but the steepness 

of job losses is not too worrying. Softer inflation data keeps the door open for 

further easing. 

• If we are right, we expect GBP to weaken, and UK yields to drop on 

announcement. 

We expect the BoE to cut the Bank Rate to 3.75% on Thursday 5 November. This is a non-

consensus call, and markets are also pricing only about 30% for a cut. We see chances  

slightly above 50%. Recent data has confirmed that the cooling of the labour market 

continues but not at an alarming pace. Job loss accelerated although at a moderate pace of 

10k in September and previous job losses were revised down. Consumer demand remains  

moderate with retail sales at 1.5% y/y in September. Both indicating no rush to cut rates. 

On the other hand, CPI inflation came in lower than the 4.0% y/y consensus and BoE 

forecast in September at 3.8%. It was largely driven by lower-than-expected service 

inflation, which continues to be the main headache for the BoE. Following the CPI release, 

markets priced in close to 50-50 for a November cut but later retracted. 

We see a clear, although narrow path, to pave the way for a cut at the November meeting. 

Four members of the MPC, Lombardelli, Pill, Mann and Greene will very likely be voting 

for an unchanged decision. Dhingra and Taylor voted for cut in September and will almost 

certainly repeat that. Deputy governor Ramsden has been in the dovish camp for long and 

he is likely to join Dhingra and Taylor. That leaves governor Bailey and deputy governor 

Breeden (until this date aligned at all meetings) with the deciding votes.  

BoE call. With the economy holding up and inflation still quite sticky above target, we 

expect the BoE to cut rates for the last time in February leaving the Bank Rate at 3.50%. 

The Autumn Statement is a big joker in all of this. If the Labour government comes through 

with fiscal tightening as we expect, it will support our call for cutting rates quicker than 

what is priced in by markets, see also Research UK - Autumn Statement will be key for UK 

markets. 

Market reaction. In our base case of a 25bp cut on Thursday, we expect GBP to weaken 

on announcement and UK yields to move lower. More broadly, we stay negative on GBP 

FX as we see the relative growth outlook between the UK and the euro area as GBP 

negatives. This is further amplified by divergence in the fiscal policy outlook with UK 

fiscal policy set to be tightened in the Autumn. Additionally, a global investment 

environment characterised by elevated uncertainty and a positive correlation to a USD 

negative environment, in our view, favours a weaker GBP.  We expect EUR/GBP to trend 

higher the coming year, targeting the cross at 0.89 in 6-12 months.

  31 October 2025 

Bank of England Preview 

Softer inflation opens door for more easing 

Core inflation declined in September 

 
Source: ONS, Macrobond  

Chief Analyst, Macro Research 
Bjørn Tangaa Sillemann 
+45 45 14 15 07 

bjsi@danskebank.dk 

 

Analyst, FI & FX Research 
Kirstine Kundby-Nielsen 

+45 45 14 15 29 
kigrn@danskebank.dk 

 

 

 
 

https://research.danskebank.com/research/#/Research/article/b96ab664-2296-42d6-bc2a-ad02edf1b0c6/EN
https://research.danskebank.com/research/#/Research/article/b96ab664-2296-42d6-bc2a-ad02edf1b0c6/EN
mailto:bjsi@danskebank.dk


 

2 |     31 October 2025 https :/ /r es ear c h.dans kebank.c om  
 

 

  

Disclosures 

This research report has been prepared by Danske Bank A/S (‘Danske Bank’). 
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Each research analyst responsible for the content of this research report certifies that the views expressed in the 

research report accurately reflect the research analyst’s personal view about the financial instruments and issuers 
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of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed 

in the research report. 
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Financial models and/or methodology used in this research report 

Calculations and presentations in this research report are based on standard econometric tools and methodology as 
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Risk warning 

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis 

of relevant assumptions, are stated throughout the text. 

Expected updates 
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Date of first publication 

See the front page of this research report for the date of first publication. 

General disclaimer 

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should 

not be considered investment, legal or tax advice. It does not constitute or form part of, and shall under no 

circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial 

instruments (i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned 

herein and/or options, warrants, rights or other interests  with respect to any such financial instruments) (‘Relevant 

Financial Instruments’). 

This research report has been prepared independently and solely on the basis of publicly available information that 

Danske Bank A/S considers to be reliable but Danske Bank A/S has not independently verified the contents hereof. 

While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or 

warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy, 

completeness or reasonableness of the information, opinions and projections contained in this research report and 

Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss, 

including without limitation any loss of profits, arising from reliance on this research report. 

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date 

hereof. These opinions are subject to change and Danske Bank A/S does not undertake to notify any recipient of 

this research report of any such change nor of any other changes related to the information provided in this research 

report. 

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom 

(see separate disclaimer below) and retail customers in the European Economic Area as defined by Directive 

2014/65/EU. 
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This research report is protected by copyright and is intended solely for the designated addressee. It may not be 

reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S’s prior 

written consent. 

Disclaimer related to distribution in the United States 

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets 

Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related 

interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 

distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a -6. Danske 

Markets Inc. accepts responsibility for this research report in connect ion with distribution in the United States solely 

to ‘U.S. institutional investors’. 

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence 

of research analysts. In addition, the research analysts of Danske Bank A/S who have prepared this research report 

are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry 

Regulatory Authority but satisfy the applicable requirements of a non -U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument 

may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non -U.S. financial 

instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S. 

Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. 

Securities and Exchange Commission. 

Disclaimer related to distribution in the United Kingdom 

In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in 

matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000 

(Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of 

the Order; or (III) persons who are an elective professional client or a per se professional client under Chapter 3 of 

the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’). In 

the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely 

on this document or any of its contents. 

Disclaimer related to distribution in the European Economic Area 

This document is being distributed to and is directed only at persons in member states of the European Economic 

Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article 2(e) of the Prospectus Regulation 

(Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be 

deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to 

have represented and agreed that it has not received this document on behalf of persons in the EEA other than 

Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the 

investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the  truth 

and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified 

Investor should not act or rely on this document or any of its contents. 
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