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Bank of England

Monetary Policy Summary, September 2025

The Monetary Policy Committee (MPC) sets monetary policy to meet the 2% inflation target,
and in a way that helps to sustain growth and employment. The MPC adopts a medium-term
and forward-looking approach to determine the monetary stance required to achieve the
inflation target sustainably.

At its meeting ending on 17 September 2025, the MPC voted by a majority of 7—2 to maintain
Bank Rate at 4%. Two members voted to reduce Bank Rate by 0.25 percentage points, to
3.75%. The Committee voted by a majority of 7-2 to reduce the stock of UK government
bond purchases held for monetary policy purposes, and financed by the issuance of central
bank reserves, by £70 billion over the next 12 months, to a total of £488 billion.

There has been substantial disinflation over the past two and a half years, following previous
external shocks, supported by the restrictive stance of monetary policy. That progress has
allowed for reductions in Bank Rate over the past year. The Committee remains focused on
squeezing out any existing or emerging persistent inflationary pressures, to return inflation
sustainably to its 2% target in the medium term.

Underlying disinflation has generally continued, although with greater progress in easing
wage pressures than prices. Twelve-month CPI inflation was 3.8% in August, and is
expected to increase slightly in September, before falling towards the 2% target thereafter.
The Committee remains alert to the risk that this temporary increase in inflation could put
additional upward pressure on the wage and price-setting process. Pay growth remains
elevated, but has fallen and is expected to slow significantly over the rest of the year.
Services consumer price inflation has been broadly flat over recent months. Upside risks
around medium-term inflationary pressures remain prominent in the Committee’s assessment
of the outlook.

Underlying UK GDP growth has remained subdued, consistent with a continued, gradual
loosening in the labour market, as well as a margin of slack in the economy. Downside
domestic and geopolitical risks around economic activity remain.

At this meeting, the Committee voted to maintain Bank Rate at 4%. A gradual and careful
approach to the further withdrawal of monetary policy restraint remains appropriate. The
restrictiveness of monetary policy has fallen as Bank Rate has been reduced. The timing and
pace of future reductions in the restrictiveness of policy will depend on the extent to which
underlying disinflationary pressures continue to ease. Monetary policy is not on a pre-set
path, and the Committee will remain responsive to the accumulation of evidence.
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Minutes of the Monetary Policy Committee
meeting ending on 17 September 2025

1. Before turning to its immediate policy decisions, the Committee discussed: the
international economy; monetary and financial conditions; demand and output; and supply,
costs and prices.

The international economy

2. UK-weighted global GDP was estimated to have grown by 0.4% in 2025 Q2, a little
stronger than had been assumed in the August Monetary Policy Report. Within that, euro-
area GDP had expanded by 0.1% and US GDP by 0.8%. Robust US growth in Q2 had partly
reflected an unwind of erratic weakness in Q1, which had been depressed by the front-
loading of imports in anticipation of US tariff announcements. US final private domestic
demand, which abstracted from some of the volatility associated with trade, had expanded by
0.5% in Q2, accounted for by robust business investment.

3. The euro-area and US labour markets had remained close to balance. The notable
slowing in US employment growth this year appeared to have largely reflected lower labour
supply growth. That was consistent with the relative stability of the US unemployment rate
over this period, albeit suggesting increasing upside risks to US unemployment looking
ahead.

4. Since the MPC’s August meeting, the US effective tariff rate had continued to rise and
was now estimated to be close to 20%. The Committee discussed the extent to which higher
tariff rates between the United States and its trading partners over the course of this year had
impacted activity. Global growth had been resilient in recent months. This might, in part, have
reflected front-loading of exports to the US, lags in the implementation of higher tariff rates,
and the rerouting of some traded goods through alternative routes or to different destinations.
There could also be impacts on activity from increased tariff rate dispersion between
countries and across products. As such, the impact of higher tariff rates could be slower,
although not necessarily smaller, than previously assumed.

5. Recent indicators suggested that the outlook for global growth in 2025 Q3 would be
slightly stronger than had been assumed in the August Report. Looking further ahead,
geopolitical risks around economic activity remained and the outlook for global trade policy
continued to be highly uncertain. Aspects of US tariff policies were facing domestic legal
challenge in coming weeks. Trade policy uncertainty was estimated to have increased slightly
since the Committee’s August meeting, albeit it was still significantly lower than earlier in the
year.
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6. Twelve-month HICP euro-area inflation was unchanged at 2.0% in August, with core
inflation remaining at 2.3%. Twelve-month US CPI inflation had increased to 2.9% in August
from 2.7% in July, with core inflation remaining at 3.1%.

Monetary and financial conditions

7. UK financial conditions were a little tighter compared with those at the time of the MPC’s
previous meeting. This had largely reflected a shift up in the market-implied path for Bank
Rate, and some appreciation in the sterling effective exchange rate, with slightly higher equity
prices providing a limited offset. It was too soon to see a material impact of either the shift in
the market-implied path or August’s Bank Rate reduction on the lending rates offered by
banks to households and corporates, given the usual lags. More generally, annual growth in
aggregate broad money had remained in line with the rate seen in 2025 so far.

8. Market participants had attributed the rise in UK short-term interest rates to the
Committee’s August and subsequent communications, alongside UK data developments. In
contrast, the rise in longer-maturity gilt yields over the same period had been accounted for
by global factors to a greater degree, reflecting a continued increase in term premia that was
in large part related to the fiscal outlook in advanced economies.

9. Atits meeting on 11 September, the European Central Bank Governing Council had
maintained its deposit facility rate at 2%, in line with market expectations. At its meeting
ending on 17 September, the Federal Reserve’s Federal Open Market Committee was
expected to reduce the federal funds rate by 25 basis points.

10. Market expectations were for Bank Rate to remain unchanged at this meeting. In the
Bank’s latest Market Participants Survey (MaPS), the distribution of Bank Rate expectations
had shifted upwards relative to the August survey, consistent with the relatively shallower
profile of cuts implied by market pricing.

11. The vast majority of MaPS respondents expected the overall pace of reduction in the
stock of UK government bond purchases held for monetary policy purposes to be slower over
the coming year relative to the preceding 12 months. In recent months, the largest cluster of
responses had remained in the £70 to £85 billion range, although the distribution had shifted
down such that the latest median expectation was for a stock reduction of £65 billion.

Demand and output

12. UK GDP had risen by 0.3% in 2025 Q2, stronger than the 0.1% increase that had been
expected in the August Monetary Policy Report. Household consumption had risen by 0.1%,
while business investment had fallen by 4.0% unwinding a similar-sized increase in Q1.

Government expenditure had risen by 2.0% in Q2. Within the external trade data, UK export
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volumes to the United States had fallen by 27% in Q2, accounted for by weakness in vehicle
and metal exports.

13. The level of monthly GDP had been unchanged in July, following a 0.4% rise in June.
Private-sector services activity had also been flat on the month, while manufacturing output
had declined quite sharply. Export volumes to the United States had increased by 20% on
the month, however, consistent with the bounce-back that was expected following the
agreement of the UK-US Economic Prosperity Deal.

14. Most business surveys, which were likely to be more reflective of market sector rather
than public sector output, had picked up somewhat over recent months. For example, the
S&P Global UK composite PMI output index had risen to 53.5 in August, only slightly below
its historical average, and accounted for by a pickup in service-sector activity. The future
output PMI had also increased to close to average. Nevertheless, Agents’ intelligence
suggested that business sentiment had remained low. Most contacts were not expecting any
substantial pickup in activity until 2026.

15. Taken together, the steer from business surveys and other intelligence was consistent
with a slight increase in the pace of underlying growth in the second half of this year, to
around 7% per quarter. This was broadly consistent with the median of the non-parametric
probability distribution around 2025 Q3 GDP growth generated by Bank staff's quantile
mixed-data sampling model, although there was also a significant downside skew in that
distribution.

16. Incorporating the bounce-back in trade volumes, Bank staff expected headline GDP to
increase by around 0.4% in 2025 Q3, slightly stronger than the underlying trend in growth.

Supply, costs and prices

17. Consistent with the subdued outlook for activity, firms’ demand for labour and hiring
intentions had softened further. Survey-based measures, such as the S&P Global UK
composite PMI and the KPMG/REC Report on Jobs, indicated that hiring momentum had
remained weak. The latest Agents’ intelligence pointed to an easing in recruitment difficulties
and gradual reductions in employment intentions. Notwithstanding some dispersion among
outturns from individual employment indicators, an estimate of underlying employment
growth calculated by Bank staff had remained near zero. This weakness continued to be
partly attributable to the impact of increases in employers’ National Insurance contributions
(NICs), as suggested by respondents to the Decision Maker Panel (DMP) Survey.

18. The ratio of vacancies to unemployment had continued to fall below Bank staff's estimate
of its equilibrium level. Vacancies had declined in the three months to August, with falls
broad-based across sectors, but at a somewhat slower pace than previously. The
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unemployment rate had been unchanged in the three months to July. The overall weakening
in earlier-stage indicators of the tightness of the labour market were expected to lead to some
modest deterioration in late-stage indicators, such as the redundancy rate, in due course.
Taken together, slack was continuing to build slowly in the labour market, although with no
signs currently that a sharper loosening was underway.

19. A broad set of indicators suggested that pay growth had continued to ease, although it
had remained at levels above those that could be explained by economic fundamentals.
Private sector regular average weekly earnings (AWE) growth had fallen to 4.7% in the three
months to July, down from 4.8% in the three months to June. Higher-frequency estimates of
AWE growth had continued to moderate. Median private sector pay growth derived from
HMRC payrolls had also weakened in July, although to a lesser extent.

20. The latest data on pay settlements and pay expectations had remained consistent with
the August Monetary Policy Report projection for a significant decline in wage growth, to
around 3.8% by year-end. The latest intelligence from the Agents had continued to suggest
that average pay settlements for 2025 would be in line with the range reported in the Agents’
annual pay survey and the DMP Survey. Despite the expected decline in pay growth, the
impact of the increase in employers’ NICs appeared to be delaying a reduction in total labour
cost growth until next year.

21. Twelve-month CPI inflation had been 3.8% in August, in line with expectations in the
August Report, following 3.8% in July and 3.6% in June. This had triggered the exchange of
open letters between the Governor and the Chancellor of the Exchequer that was being
published alongside these minutes. The rise in headline inflation this year was largely
accounted for by increases in a range of administered prices and food prices, alongside the
impact on inflation from previous falls in energy prices dropping out of the annual
comparison. Core CPI inflation had been 3.6% in August, in line with expectations at the time
of the August Report.

22. Core consumer goods price inflation had been 1.6% in August, with an increase in food
price inflation to 5.1%. Intelligence from the Banks’ Agents pointed to higher global and
domestic commodity prices as having accounted for much of the increase over the past year,
with higher wholesale prices for beef, cocoa beans and coffee in particular. Labour costs and
costs associated with new packaging regulation had also accounted for some of the increase
in food prices.

23. Services consumer price inflation had fallen to 4.7% in August from 5.0% in July, and
compared to 4.7% in May and June. This elevated level of services inflation reflected past
strength in wage growth, temporary upward pressures from firms adjusting to labour costs
from the employers’ NICs increase, and increases in administered prices. There had been
signs of continuing disinflation in some measures of underlying services inflation.
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24. CPI inflation was projected to stay around 3%% over the second half of this year, with a
temporary peak of 4.0% in September, in line with the projection in the August Report. This
continued to reflect some near-term upward pressure on inflation largely from food and
services prices, which was expected to be offset during 2025 Q4 by a slight decline in
projected core goods and energy inflation.

25. Households’ short and medium-term inflation expectations had remained elevated
relative to historical averages, likely reflecting a heightened attentiveness to the rise in
headline CPI inflation in recent months, and particularly in food items. The Citi/YouGov
measure of median one-year ahead inflation expectations had remained at 4.0%, while the
Bank/Ipsos measure had increased to 3.6%. Both medium-term measures were elevated. In
particular, the Bank/Ipsos measure had increased to a series-high of 3.8%.

26. Measures of businesses’ inflation expectations had risen to a lesser extent than
household measures. According to the DMP Survey, businesses’ year-ahead own-price
expectations remained at 3.7% in the three months to August, unchanged from the July
outturn. Year-ahead CPI expectations had risen slightly to 3.3%.

27. Near-term inflation expectations reported in the Market Participants Survey had
increased, with the median profile for CPI inflation implying a peak of 3.9% in the third quarter
of this year. The median respondent had continued to expect inflation to be at the 2% target
at the three-year horizon. There had been little change in medium-term UK financial market
inflation compensation measures.

The immediate policy decisions

28. The MPC sets monetary policy to meet the 2% inflation target, and in a way that helps to
sustain growth and employment. The MPC adopts a medium-term and forward-looking
approach to determine the monetary stance required to achieve the inflation target
sustainably.

Bank Rate decision

29. The Committee’s deliberations at this meeting had focused on a number of key policy
questions, including the extent of progress on underlying disinflation, and the balance
between upside risks from inflation persistence and downside risks to demand and, in turn,
inflation.

30. Underlying disinflation had generally continued. Pay growth remained elevated, but had
fallen and was expected to slow significantly over the rest of the year. Services consumer
price inflation had been broadly flat over recent months, and was likely to remain around
these levels in the near term in part reflecting developments in administered prices.
Continued moderation in wage growth was likely to feed through to lower total labour cost
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and services price inflation over time, but there was uncertainty about how long this process
would take. The MPC would continue to monitor closely developments in services CPI data,
other indicators of pricing intentions such as in the DMP Survey, and profit margins.

31. Twelve-month CPI inflation had been 3.8% in August, and was expected to increase
slightly in September, before falling towards the 2% target thereafter. The Committee
remained alert to the risk that this temporary increase in inflation could put additional upward
pressure on the wage and price-setting process, including via developments in salient items
such as food prices and as headline inflation was likely to stay higher for longer above the
2% target relative to the May Monetary Policy Report. Some indicators of inflation
expectations had also continued to increase over recent months, and the MPC was focused
on the extent to which this could lead to renewed second-round effects. In general, upside
risks around medium-term inflationary pressures remained prominent in the Committee’s
assessment.

32. Underlying UK GDP growth had remained subdued, consistent with a continued, gradual
loosening in the labour market, as well as a margin of slack in the economy. There remained
uncertainty around the degree to which slack had opened up and would continue to build.
Weak employment growth pointed to further spare capacity building and some indicators of
labour demand had continued to soften. Set against that, possible structural changes in the
labour market over recent years meant that sufficient slack might not have emerged to return
inflation sustainably to target. There were also signs that output growth was now stronger
than employment growth, alongside the possibility that adjustments in hiring related to recent
increases in firms’ costs had now largely occurred.

33. As set out in Box A in the August Report, and reflecting the usual lags of policy, the past
restrictiveness of the UK monetary policy stance was estimated to be weighing on the current
level of demand, which would contribute to the disinflationary process. The degree of
restrictiveness was, however, also estimated to have fallen over the past 18 months as Bank
Rate had been reduced.

34. Downside domestic and geopolitical risks around economic activity remained. Members
continued to judge that there were downside risks around consumption growth and upside
risks around the path of the saving ratio, including from the risk of greater precautionary
saving behaviour by households. Greater uncertainty could also lead to downside risks to
business investment. There appeared, however, to be less of an immediate risk that the
labour market would loosen very rapidly. Although global growth had so far been resilient,
risks from trade policy developments remained and could be slower to materialise.

35. Seven members preferred to maintain Bank Rate at 4% at this meeting. Alongside a
small tightening in financial conditions, there had been limited economic news since the
previous MPC meeting, and these members’ views on the main risks and the required
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strategy to achieve the 2% target sustainably in the medium term had not changed materially.
The key question for monetary policy remained whether upside risks to the continuing
process of disinflation, from elevated inflation expectations and possible structural changes in
price and wage-setting behaviour, could be outweighed by downside risks stemming from the
potential for a more substantial weakening in demand. There remained a range of views
among these members about the balance of risks to inflation, and the most important factors
contributing to it.

36. Two members preferred a 0.25 percentage point reduction in Bank Rate. The disinflation
process was continuing. The inflation hump was expected to normalise, with the most
significant contributions coming from one-off changes in administered prices and global food
inflation in a limited set of items, neither related to demand pressure. Consumer spending
and investment remained subdued, while wage settlements had fallen further from around
3.5% in the first half of 2025. Along with domestic demand weakness and emerging slack,
recent developments pointed to downward risks to global growth. Given this balance of risks,
a less restrictive policy path was warranted to insure against an increased risk of recession,
below-target inflation and a further deterioration in supply capacity.

37. The Committee judged that a gradual and careful approach to the further withdrawal of
monetary policy restraint remained appropriate. The restrictiveness of monetary policy had
fallen as Bank Rate had been reduced. The timing and pace of future reductions in the
restrictiveness of policy would depend on the extent to which underlying disinflationary
pressures would continue to ease. Monetary policy was not on a pre-set path, and the
Committee would remain responsive to the accumulation of evidence.

Annual decision on the pace of reduction in the stock of UK government bond
purchases held for monetary policy purposes

38. In line with the commitment made in the August 2022 MPC minutes, the Committee had
again reviewed the pace of reduction in the stock of UK government bonds (gilts) held for
monetary policy purposes in the Asset Purchase Facility (APF), a process known as
quantitative tightening (QT).

39. QT had continued to contribute to meeting the Committee’s objective of reducing the risk
of a ratchet upwards in the size of the Bank’s balance sheet over time, increasing the
headroom and flexibility available to the Bank to use its balance sheet in the future if needed.

40. The MPC would continue to be guided by a set of key principles. First, the Committee
intended to use Bank Rate as its active policy tool when adjusting the stance of monetary
policy. Second, sales would be conducted so as not to disrupt the functioning of financial
markets, and only in appropriate conditions. Third, to help achieve that, sales would be
conducted in a gradual and predictable manner over a period of time.
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41. The Committee had set out its latest assessment of QT in the August 2025 Monetary
Policy Report. In setting Bank Rate, the MPC had taken account of financial market
conditions that reflected the effects of announced and expected QT. Any tightening effect
from QT would have led to a slightly lower path for Bank Rate, all else equal. Given that the
impact of QT was judged to have been modest, this was unlikely to have made a material
difference to the appropriate path for Bank Rate over the past year.

42. The MPC recognised that, as well as being uncertain, the effect of QT might vary over
time. In common with other advanced economies, term premia on long-term government
bonds had risen through 2025. That had reflected global economic policy uncertainty, high
issuance of government bonds across countries and structural changes within the UK bond
market that had reduced demand for long-term government debt. Although the UK gilt market
had continued to function in an orderly manner, these factors could pose a risk that QT would
have a greater impact on market functioning than previously.

43. Over the previous 12 months, following the MPC’s September 2024 decision about the
pace of QT, the stock of gilts held for monetary policy purposes had been reduced by £100
billion, of which £13 billion had been through gilt sales.

44. Atits September 2025 meeting, the Committee considered the case for the Bank to
reduce the stock of UK government bond purchases held for monetary policy purposes by
£70 billion from October 2025 to September 2026, of which £21 billion would be through gilt
sales.

45. Seven members supported that stock reduction. A decrease in the pace of QT to £70
billion from £100 billion over the previous year, would be consistent with the MPC’s key
principles and objective. This decision was made with the knowledge that the Bank would
choose as part of its operational considerations to vary the maturity composition of sales, as
set out in the Market Notice accompanying these Minutes.

46. One member preferred to maintain the pace of QT at £100 billion over the coming year to
provide continuity and consistency in the MPC’s approach, particularly as gilt market
developments had been predominantly unrelated to QT.

47. One member preferred to slow the pace of QT to £62 billion, retaining £13 billion of
sales, having been informed that in this case the Bank would maintain equal proportions of
sales across maturity buckets, as in previous years. Relative to the majority decision, the
slower pace and balanced tenors would reduce the potential for volatility in short rates and
would moderate upward pressure on the middle tenor interest rates, which was where
monetary policy transmission was the strongest.

48. The Financial Policy Committee (FPC) had been briefed ahead of the MPC’s decision.
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49. All MPC members reaffirmed that there would be a high bar for amending the planned
reduction in the stock of purchased gilts outside a scheduled annual review. That was in
order to remain consistent with the principles that Bank Rate should be the active policy tool
when adjusting the stance of monetary policy, and that gilt sales undertaken through QT
should be predictable. In judging whether that bar was met, the FPC would also have a role
through its assessment of financial stability.

50. The Chair invited the Committee to vote on the propositions that:

Bank Rate should be maintained at 4%; and

The Bank of England should reduce the stock of UK government bond purchases held
for monetary policy purposes, and financed by the issuance of central bank reserves,
by £70 billion over the next 12 months, to a total of £488 billion.

51. Seven members (Andrew Bailey, Sarah Breeden, Megan Greene, Clare Lombardelli,
Catherine L Mann, Huw Pill and Dave Ramsden) voted in favour of the first proposition. Two
members (Swati Dhingra and Alan Taylor) voted against this proposition, preferring to reduce
Bank Rate by 0.25 percentage points, to 3.75%.

52. Seven members (Andrew Bailey, Sarah Breeden, Swati Dhingra, Megan Greene, Clare
Lombardelli, Dave Ramsden and Alan Taylor) voted in favour of the second proposition. Two
members voted against this proposition. Catherine L Mann preferred a stock reduction of £62
billion. Huw Pill preferred a stock reduction of £100 billion.

Operational considerations

53. On 17 September, the stock of UK government bonds held for monetary policy purposes
was £558 billion.

54. At this meeting, the MPC had voted to reduce the stock of UK government bond
purchases held for monetary policy purposes by £70 billion over the 12-month period from
October 2025 to September 2026. The details of the first quarter of the associated gilt sales
programme, covering 2025 Q4, were set out in a Market Notice accompanying these
minutes.

55. Since gilt sales had commenced in 2022 Q4, the Bank had scheduled auctions in order
to reduce the APF as evenly as possible across maturity sectors. For the year starting 2025
Q4, the Bank would aim to sell fewer long maturity sector gilts than gilts at other maturities,
such that approximately 40% of the MPC'’s target would be met by selling short maturity
sector bonds, 40% by medium maturity sector bonds, and 20% by long maturity sector
bonds, measured in initial proceeds terms. The MPC had been briefed on these operational
arrangements.
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56. The following members of the Committee were present:

Andrew Bailey, Chair
Sarah Breeden
Swati Dhingra
Megan Greene

Clare Lombardelli
Catherine L Mann
Huw Pill

Dave Ramsden

Alan Taylor

Sam Beckett was present as the Treasury representative.

Jonathan Bewes was present on 15 September, as an observer for the purpose of exercising
oversight functions in his role as a member of the Bank’s Court of Directors.
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