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• At today’s monetary policy meeting the BoE left the Bank Rate unchanged at 

5.00% as widely expected.  

• The BoE delivered a hawkish twist to its guidance emphasising their gradual 

approach to reducing the restrictiveness of monetary policy. We think this 

supports our base case of the next cut in November and a pause in December. 

• Gilt yields tracked higher and EUR/GBP moved lower on the hawkish vote split 

and communication.  

As expected, the Bank of England (BoE) decided to keep the Bank Rate unchanged at 

5.00%. The vote split was 8-1 with the majority of members voting for an unchanged 

decision and dove Dhingra voting for a 25bp cut.  

The BoE retained much of its previous guidance noting that “monetary policy will need to 

continue to remain restrictive for sufficiently long until the risks to inflation returning 

sustainably to the 2% target in the medium term have dissipated further” but added that “In 

the absence of material developments, a gradual approach to removing policy restraint 

remains appropriate”. Combined with the vote split, this delivered a slight hawkish twist 

pushing back on market expectations of a cut at every meeting. While data on balance has 

been slightly better than expected compared to the August MPR, the BoE noted upside risks 

to pay growth. Likewise, the BoE noted that “Bank staff expected services inflation to ease 

slightly further in Q4”, which at 5.6% y/y in August remains uncomfortably elevated. 

We think the communication today further supports our call of a more gradual approach to 

a cutting cycle. We expect the next 25bp cut in November with the Bank Rate ending the 

year at 4.75%. 

On QT, the MPC announced another GBP 100bn of quantitative tightening for the coming 

year starting October. Given the maturity profile, the largest part will stem from maturities 

(GBP 87bn) and to a much lesser extent from sales (GBP 13bn). 

Rates. 2Y Gilt yields moved higher on the statement but overall, the reaction in rates 

markets was muted. Markets price 28bp for November and 14bp in December. We see it 

as more likely that the BoE will pause in December.  

FX. EUR/GBP moved lower on the announcement following the slightly hawkish vote split 

and notion of a gradual cutting cycle. The guidance delivered today highlights the more 

cautious approach of the BoE, which supports our case of a continued move lower in 

EUR/GBP. This is further amplified by UK economic outperformance and tight credit 

spreads. The key risk is policy action from the BoE. We stay long GBP/CHF.  

Our call. We expect the BoE to deliver the next 25bp cut in November and this to be the 

final cut this year, making it less than markets expect (42bp by YE 2024). In 2025, we 

expect cuts at every meeting starting in February and until H2 2025 where we expect a step 

down to a quarterly pace. This leaves the Bank Rate at 3.25% by YE 2025. 
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Chart 1. Elevated service inflation argues 

for a gradual cutting cycle.  
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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 

None 
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General disclaimer 
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Financial Instruments’). 
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While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or 
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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. 
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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 connection 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 
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Disclaimer related to distribution in the European Economic Area 
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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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