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These are the minutes of the Monetary Policy Committee meeting ending on 18 June 2025.  

They are available at https://www.bankofengland.co.uk/monetary-policy-summary-and-

minutes/2025/june-2025. 

The Bank of England Act 1998 gives the Bank of England operational responsibility for 

setting monetary policy to meet the Government’s inflation target. Operational decisions are 

taken by the Bank’s Monetary Policy Committee. The minutes of the Committee meeting 

ending on 6 August will be published on 7 August 2025. 

  

https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2025/june-2025
https://www.bankofengland.co.uk/monetary-policy-summary-and-minutes/2025/june-2025
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Monetary Policy Summary, June 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 18 June 2025, the MPC voted by a majority of 6–3 to maintain Bank 

Rate at 4.25%. Three members preferred to reduce Bank Rate by 0.25 percentage points, to 

4%.  

There has been substantial disinflation over the past two years, as previous external shocks 

have receded, and as the restrictive stance of monetary policy has curbed second-round 

effects and stabilised longer-term inflation expectations. This has allowed the MPC to withdraw 

gradually some degree of policy restraint, while maintaining Bank Rate in restrictive territory so 

as to continue to squeeze out existing or emerging persistent inflationary pressures. 

Underlying UK GDP growth appears to have remained weak, and the labour market has 

continued to loosen, leading to clearer signs that a margin of slack has opened up over time. 

Measures of pay growth have continued to moderate and, as in May, the Committee expects 

a significant slowing over the rest of the year. The Committee remains vigilant about the extent 

to which easing pay pressures will feed through to consumer price inflation. 

Twelve-month CPI inflation increased to 3.4% in May from 2.6% in March, in line with 

expectations in the May Monetary Policy Report. The rise was largely due to a range of 

regulated prices and previous increases in energy prices. Consumer price inflation is expected 

to remain broadly at current rates throughout the remainder of the year before falling back 

towards target next year.  

Furthermore, global uncertainty remains elevated. Energy prices have risen owing to an 

escalation of the conflict in the Middle East. The Committee will remain sensitive to heightened 

unpredictability in the economic and geopolitical environment, and will continue to update its 

assessment of risks to the economy. 

There remain two-sided risks to inflation. Given the outlook, and continued disinflation, a 

gradual and careful approach to the further withdrawal of monetary policy restraint remains 

appropriate. Monetary policy is not on a pre-set path. At this meeting, the Committee voted to 

maintain Bank Rate at 4.25%. 

The Committee will continue to monitor closely the risks of inflation persistence and what the 

evidence may reveal about the balance between aggregate supply and demand in the 
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economy. 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. The Committee will decide the appropriate degree of monetary policy restrictiveness 

at each meeting. 
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Minutes of the Monetary Policy Committee 

meeting ending on 18 June 2025

1. Before turning to its immediate policy decision, 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 Q1, in line with 

the projection in the May Monetary Policy Report. Since the MPC’s May meeting, the US 

administration had made progress in negotiating trade deals with the United Kingdom and 

China. The reduction in tariffs with China had reduced the US average effective tariff rate by 

just over a third. However, the future configuration of tariffs remained highly uncertain, with 

potential changes in tariff policy continuing to pose risks to global trade. Indices of trade 

policy uncertainty had also remained at elevated levels. 

3. The impact of trade policies had been evident in activity data. For example, GDP and 

trade releases suggested that exports to the United States had been expedited ahead of 

tariffs taking effect. On the one hand, euro-area GDP had grown by a stronger-than-expected 

0.6% in 2025 Q1, accounted for by strong exports and investment, and GDP in China had 

expanded by 1.2%, supported by net exports. On the other hand, US GDP had contracted by 

0.1%, weaker than had been anticipated, as imports had significantly outstripped exports. 

There had also been some tentative evidence over recent months that goods from China 

destined for the United States were being shipped to other countries, including to Asia and 

Europe.  

4. More timely PMI data had suggested some further front-loading of activity in the euro 

area with strong manufacturing PMIs but softer services PMIs in May, although front-loading 

was expected to unwind over the second quarter as a whole. In the United States, consumer 

confidence and investment intentions indicators had rebounded in May, although ISM 

manufacturing PMIs had been softer. The US House of Representatives had passed a fiscal 

bill with significant tax cuts. These were broadly in line with what had been incorporated in 

the May Report forecast. The bill had yet to be passed by the Senate. 

5. The euro-area labour market had remained tight but had continued to gradually 

normalise, while the labour market in the United States had remained close to balance. 

Unemployment in these regions had remained low compared to historic averages. Indicators 

of pay growth had continued to moderate. 
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6. Annual headline consumer price inflation had continued to decrease in the euro area and 

in the United States. In the euro area, there was growing evidence that the 2021-2022 

inflationary shock had been largely squeezed out of the system. Twelve-month HICP inflation 

had decreased to 1.9% in May, marginally below what had been expected in the May Report, 

while core inflation had also fallen to 2.3%. Lower services price inflation had accounted for 

the decrease in the headline figure. In the United States, CPI inflation had risen slightly to 

2.4% in May, and core inflation had remained at 2.8%. There were few signs of tariffs 

impacting the latest US inflation data but some measures of short and medium-term 

household inflation expectations had continued to rise, possibly reflecting the anticipated 

impact of tariffs. 

7. The Committee discussed cross-country trends in inflation. Both wage growth and 

consumer services price inflation had remained at more elevated levels in the United 

Kingdom than in the euro area or the United States. While in part reflecting greater 

persistence of inflation in the United Kingdom, for services, some of that difference could be 

accounted for by the greater contribution of regulated prices to UK inflation recently. Any 

such comparisons also needed to take account of differences in cyclical and structural 

factors. 

8. The Brent oil spot price had increased by 26% to $79 per barrel since the MPC’s May 

meeting, in part reflecting an escalation of the conflict between Israel and Iran. European 

natural gas spot prices had also increased by 11%. Non-oil commodities prices were little 

changed. 

Monetary and financial conditions  

9. Some measures of global financial market volatility had fallen back since the MPC’s 

previous meeting, although they had remained elevated overall in light of continuing 

geopolitical and trade policy uncertainty. Across advanced economies, government bond 

yields had been little changed overall. At the short end of the curve, yields had initially risen 

following the May MPC meeting, accounted for partly by an easing in tariffs between the 

United States and China, although they had subsequently fallen back following data releases. 

At the long end of the curve, initial increases had been associated with an increase in term 

premia related to the fiscal outlook in a number of economies, before those yields had also 

fallen back.  

10. Equity prices had recovered in these economies since their declines following the US 

administration’s tariff announcement in April. The US dollar effective exchange rate had 

depreciated further and was around 5% weaker than its level prior to the April tariff 

announcement, with some investors diversifying into, or hedging dollar exposures using, 

other currencies. This had contributed to the relative strength in the euro effective exchange 

rate.  
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11. At its meeting on 5 June, the ECB Governing Council had announced a 25 basis point 

reduction in its interest rates, in line with market expectations. At its May meeting, the 

Federal Reserve’s Federal Open Market Committee had maintained the target range for the 

federal funds rate at 4.25 to 4.5%. 

12. Consistent with moves in other advanced economies, gilt yields had initially risen and 

then fallen back, while UK equity prices were slightly higher since the MPC’s previous 

meeting. There had been a small appreciation in the sterling effective exchange rate. In the 

Bank’s latest Market Participants Survey (MaPS), the median profile for CPI inflation implied 

a peak of 3.4% in the third quarter of this year, a slight increase relative to expectations in the 

previous survey. 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. 

13. Market expectations were for Bank Rate to remain unchanged at this meeting. The 

median MaPS respondent was expecting 50 basis points of Bank Rate cuts this year, 

unchanged from the May survey and broadly in line with what was implied by market pricing. 

The distribution of Bank Rate expectations had shifted upwards relative to the May survey, 

consistent with the relatively shallower profile of cuts implied by market pricing, albeit with 

market contacts continuing to emphasise ongoing economic uncertainty.  

14. Underlying trends in money and credit data had been consistent with the assessment set 

out in the May Monetary Policy Report, though with some recent and temporary volatility 

associated with the bringing forward of house purchases ahead of increases in the Stamp 

Duty Land Tax that had come into effect in April. Given market-implied expectations for a 

shallower profile of Bank Rate since the MPC's previous meeting, quoted rates on some 

mortgage rates had increased slightly, consistent with a pace of pass-through in line with 

historical experience.  

Demand and output  

15. UK GDP had increased by 0.7% in 2025 Q1, a little stronger than had been expected in 

the May Monetary Policy Report. Household consumption had risen by 0.2%, while business 

investment had increased by 5.9% following a weak 2024 Q4 outturn. Net trade excluding 

valuables was estimated to have made a positive contribution to quarterly growth, of 0.6 

percentage points, while the change in inventories had contributed 0.2 percentage points to 

growth. Both of these components of GDP could have been affected by a front-loading of 

activity ahead of the imposition of new tariffs by the United States and related trade policy 

developments.   

16. Monthly GDP had fallen by 0.3% in April, following fairly strong increases over previous 

months. The latest data appeared to have been affected by the front-loading of activity ahead 
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of the increases in Stamp Duty Land Tax and in Vehicle Excise Duty in April. There had also 

been some evidence that the temporary boost to trade ahead of the imposition of new tariffs 

had unwound, with goods exports to the United States recording their largest ever monthly 

fall in April. Overall, the monthly path of output suggested that quarterly GDP growth was 

likely to fall back to around ¼% in 2025 Q2, slightly higher than had been expected at the 

time of the May Report.  

17. Business surveys had continued to point to weak underlying GDP growth. For example, 

although the S&P Global UK composite PMI output index had risen to above 50 in May, it 

had remained some way below its historical average. Textual analysis of PMI responses by 

Bank staff suggested that global concerns had played a larger role in its weakness over 

recent months, relative to domestic factors. That said, most companies responding to the 

latest DMP Survey were not expecting tariffs to have a material impact on their sales and 

investment, and had judged that uncertainty around US tariffs fell between April and May. 

Agents’ intelligence suggested that business sentiment had continued to wane, with contacts 

not expecting to see a material recovery in demand until 2026. Taken together, the steer from 

surveys over recent months had remained consistent with a zero to slightly positive pace of 

underlying growth currently. 

18. The Committee discussed the divergent signals on the strength of activity over recent 

months. Surveys had historically tended to give a less volatile steer on GDP growth, but they 

could also be affected excessively by swings in sentiment that were not ultimately reflected in 

firms’ output. Recent developments in output also needed to be considered in the wider 

context of the supply side of the economy, and the opening up of slack in the labour market 

and within companies. The Committee was continuing to monitor indicators of UK economic 

uncertainty and its impact on investment decisions. 

19. Spending Review 2025 had agreed departmental settlements within the envelope for 

total government spending that had been confirmed at the Spring Statement in March. 

Budgets had now been set until 2028-29 for day-to-day resource spending and until 2029-30 

for capital spending. 

Supply, costs and prices  

20. Issues with the quality of the official data, including relating to the labour market, 

continued to be an area of concern for the MPC. The Committee therefore continued to draw 

on a wide range of information beyond the official data to inform its judgements on the 

conjuncture. These sources included business surveys and intelligence from the Bank’s 

Agents. 

21. Several indicators of labour demand and firms’ hiring intentions had softened further in 

recent months. The ONS/HMRC PAYE estimate of payrolled employees had fallen by 0.4% 
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in the three months to May, with a single-month decline of 109,000 in May that had been the 

largest monthly contraction since May 2020. Revisions to early vintages of the HMRC data 

could be large and, given the earlier timing of the data extraction for May, the latest HMRC 

data were more uncertain than usual. That said, survey-based measures of the labour 

market, such as the employment component of the S&P Global UK composite PMI, the 

permanent staff placements component of the KPMG/REC Report on Jobs and the latest 

Agents’ intelligence on recruitment difficulties, corroborated this pattern of ongoing loosening. 

A measure of underlying employment growth developed by Bank staff continued to suggest a 

subdued rate of near-zero employment growth. 

22. The ratio of vacancies to unemployment had continued to fall below Bank staff’s estimate 

of its equilibrium level. The net additional hours desired by workers, as a percentage of 

average hours worked, had risen to its highest level since March 2015 in 2025 Q1. The 

overall weakening in these early-stage indicators of the tightness of the labour market 

suggested that some modest deterioration in late-stage indicators, such as the 

unemployment rate and the redundancy rate, should be expected over the coming months. 

Churn in the labour market had remained subdued, with outflows from unemployment 

gradually edging lower. Taken together, the analysis conducted by Bank staff implied that 

slack was continuing to emerge in the labour market but there were no strong signs, as yet, 

that a more abrupt loosening was underway.  

23. A broad set of indicators suggested that underlying pay growth had eased further in 

recent months, albeit to a still elevated level and above what could be explained by economic 

fundamentals. Private sector regular average weekly earnings (AWE) growth had fallen to 

5.1% in the three months to April, down from 5.5% in March. Annual pay growth in retail and 

hospitality had been 6.7% in April, in line with the increase in the National Living Wage. 

Higher-frequency estimates of AWE growth continued to indicate an annualised run-rate of 

around 5%. The timelier ONS/HMRC PAYE proxy for private sector pay had edged lower 

from 5.8% in April to 5.7% in May. 

24. The latest data on pay settlements and pay expectations had remained on track with the 

May Monetary Policy Report projection for a significant decline in wage growth. Data from the 

Bank of England’s and Brightmine’s settlements databases suggested that the median rate of 

pay awards had remained at around 3 to 4% since the start of the year, although these 

estimates had continued to be based on incomplete samples. The latest intelligence from the 

Agents had continued to suggest average pay settlements for 2025 of 3.5 to 4%, consistent 

with the range reported in the Agents’ annual pay survey that had been conducted ahead of 

the February Report. The MPC continued to monitor closely the flow of pay settlements 

information and other data that would enhance the Committee’s visibility on the prospective 

path of pay growth.  
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25. Twelve-month CPI inflation had been 3.4% in May, following 2.6% in March and 3.5% in 

April. The rise since March had largely been due to a range of regulated prices and previous 

increases in energy prices. The April CPI release had triggered the exchange of open letters 

between the Governor and the Chancellor of the Exchequer that was being published 

alongside these minutes. The May outturn had been in line with expectations in the May 

Report. Core CPI inflation had been 3.5% in May, around 0.2 percentage points lower than 

expectations at the time of the May Report. 

26. The ONS had announced in June that an error had been identified in an extract of the 

licensed vehicles data provided to the ONS by the Department for Transport. These data had 

been used to calculate the April 2025 Vehicle Excise Duty component of consumer price 

inflation. The error had resulted in an overstatement of the headline CPI by 0.1 percentage 

points for the published April 2025 figure only. The error had been corrected in the May data, 

such that going forward only the year-on-year rate of CPI inflation in April of next year would 

be distorted. 

27. Core consumer goods price inflation had risen to 1.6% in May, alongside a material 

increase in food consumer price inflation, to 4.4%. Meat, chocolate and non-alcoholic drinks 

had exhibited the strongest inflation rates, consistent with higher wholesale prices for beef, 

cocoa beans and coffee. Agency intelligence had also highlighted the impact of labour and 

packaging regulation costs.  

28. Consumer services price inflation had returned to 4.7% in May, having risen from that 

level in March to 5.4% in April. Underlying services price inflation had remained elevated 

across a broad range of measures, regardless of whether they were based on exclusionary, 

trimming or reweighting approaches. While these had been on a downward trajectory, there 

had been little change in the higher-frequency pace of underlying services price inflation 

since late 2024.  

29. CPI inflation was expected to remain just under 3½% for the remainder of the year, with 

a brief increase to 3.7% in September. This profile was broadly unchanged from the 

projection made at the time of the May Report, although the pass-through to prices from 

National Insurance contributions, from regulatory changes and from some food input costs 

continued to require monitoring. 

30. Some indicators of households’ short- and medium-term inflation expectations had fallen 

back in the latest data, but had remained at the upper end of the range of rates explicable by 

the path of consumer price inflation. The Citi/YouGov measure of median one-year ahead 

inflation expectations had declined to 4.0%, while the Bank/Ipsos measure had fallen to 

3.2%. The increases in household expectations prior to the latest data could be explained by 

the response of households to actual inflation, in particular to increases in the prices of 

salient items such as food and energy prices. Nevertheless, this represented an upside risk 
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to future pay and inflation dynamics. Medium-term measures of inflation expectations from 

these surveys had also remained elevated. 

31. Measures of businesses’ inflation expectations had remained elevated but to a lesser 

extent than household measures. According to the DMP Survey, businesses’ year-ahead 

own-price expectations had fallen from 4.0% in the three months to February to 3.7% in the 

three months to May. Year-ahead CPI expectations had stood at 3.2%, up slightly from 3.1% 

in the three months to February.  

 The immediate policy decision 

32. 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. 

33. The Committee considered the news since the previous MPC meeting, particularly the 

extent to which it was sufficient to change members’ views on domestic inflationary pressures 

and hence the required stance of monetary policy.  

34. Underlying UK GDP growth appeared to have remained weak and the labour market had 

continued to loosen. While there remained uncertainties around the balance of supply and 

demand in the economy, there was clearer evidence that a margin of slack had opened up 

over time in the labour market as had been expected. Members noted the continuing 

weakness in job vacancies, in the ratio of vacancies to unemployment relative to its 

estimated equilibrium level, and in ONS/HMRC PAYE payrolls even with less weight placed 

on the most recent data point, alongside the increase in net additional hours desired by 

workers.  

35. Measures of pay growth had continued to moderate and, as in May, the Committee 

expected a significant slowing over the rest of the year. This was consistent with the now-more-

representative sample of recorded pay settlements this spring, and with the broadly unchanged 

signals from the DMP Survey and Agents’ intelligence. The growing margin of slack in the 

labour market pointed to limited pay drift going forward. The Committee remained vigilant about 

the extent to which easing pay pressures would feed through to consumer price inflation. 

36. Twelve-month CPI inflation had increased to 3.4% in May from 2.6% in March, in line with 

expectations in the May Monetary Policy Report. The rise had been largely due to a range of 

regulated prices and previous increases in energy prices. Services price inflation had been 

unchanged from March, at 4.7%. Food price inflation had risen materially in May, which might 

prove salient for households’ formation of inflation expectations. There had been some signs 

of levelling off in indicators of household expectations, but both household and business 



Bank of England    Page 8 

 

 

inflation expectations remained elevated. Financial market measures of inflation compensation 

were in contrast more subdued. 

37. Consumer price inflation was expected to remain broadly at current rates throughout the 

remainder of the year before falling back towards target next year. While base effects would 

start to work to bring inflation down in 2025 Q4 and 2026 Q1, more pronounced disinflation 

was needed to ensure CPI inflation declined back towards the 2% target consistent with the 

baseline projection in the May Report.   

38. The Committee remained focused on returning inflation sustainably to the target. 

Alongside the baseline forecast, the May Report had set out two illustrative scenarios. In one 

scenario, there could be weaker supply and more persistence in domestic wages and prices, 

including from second-round effects related to the near-term increase in CPI inflation. In 

another scenario, inflationary pressures could ease more quickly owing to greater or longer-

lasting weakness in demand relative to supply, in part reflecting uncertainties globally and 

domestically. The mechanisms underlying both scenarios remained relevant for the 

Committee’s deliberations, set alongside a broader assessment of risks.  

39. Recent developments had highlighted a broad range of global risks, including but not 

restricted to trade policy. Global uncertainty remained elevated.  

40. Based on the latest constellation of tariff announcements, provisional Bank staff analysis 

suggested that the direct impact of the trade shock on world GDP could be smaller than the 

Committee had expected in the May Report. Trade policy uncertainty would nevertheless 

continue to have an impact on the UK economy. 

41. There had been rapid geopolitical developments in the lead up to this MPC meeting. 

Energy prices had risen owing to an escalation of the conflict in the Middle East. The 

Committee would remain vigilant about these developments and their potential impact on the 

UK economy. 

42. Although monetary policy had been eased over the past year, the Committee had 

retained a restrictive stance in order to continue to squeeze out persistent inflationary 

pressures. There was a range of views among members on the remaining degree of 

restrictiveness.  

43. All members stressed that monetary policy was not on a pre-set path. The Committee 

would remain sensitive to heightened unpredictability in the economic and geopolitical 

environment, and would continue to update its assessment of risks to the economy. 

44. Six members preferred to maintain Bank Rate at 4.25%. Disinflationary progress had 

continued, but there was not a strong case for a further easing of monetary policy at this 

meeting. Inflation seemed likely to stay around 3½% over the second half of 2025 before 
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falling back towards the target from next year. There had generally been some greater signs 

of disinflationary pressures from the labour market, both in terms of quantities and wages, 

than from developments in domestic prices. Recent global developments had not had a 

significant impact on this meeting’s policy decision.  

45. The risks around the medium-term path of CPI inflation remained two-sided. Assessing 

the pace of disinflation would continue to be key for these members in reaching a view on 

how quickly to remove remaining policy restraint. That assessment was likely to include a 

number of elements. Signs of weak demand, for example as a result of continued high 

saving, could lead to a more rapid opening up of slack in the labour market. In contrast, 

supply side constraints, such as continued weakness in productivity, or structural change in 

goods and labour markets could contribute to inflationary pressures. Inflation persistence 

could also be generated by higher food prices raising inflation expectations, impacting wage 

and price setting behaviours. 

46. Three members preferred a 0.25 percentage point reduction in Bank Rate at this 

meeting. The cumulative evidence from a range of labour market data pointed to a material 

further loosening in labour market conditions. Private sector regular wage growth had come 

in lower than expected, while incoming pay settlements data had continued to be close to the 

Agents’ annual pay survey figure for the end of 2025, and were approaching sustainable 

rates. Consumer spending and underlying growth had remained subdued, alongside ongoing 

risks to global growth. The disinflation process was continuing, with the most significant 

contributions to the pickup in headline inflation coming from one-off tax and administered 

prices, though with uncertainty from global developments that needed monitoring. In the 

medium term, a continued monetary policy stance that was too restrictive risked inflation 

deviating from the 2% target on a sustained basis and the opening up of an unduly large 

output gap. Given this balance of risks, a less restrictive policy path was warranted. 

47. Given the outlook, and continued disinflation, a gradual and careful approach to the further 

withdrawal of monetary policy restraint remained appropriate. The Committee would continue 

to monitor closely the risks of inflation persistence and what the evidence might reveal about 

the balance between aggregate supply and demand in the economy. Monetary policy would 

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

sustainably to the 2% target in the medium term had dissipated further. The Committee would 

decide the appropriate degree of monetary policy restrictiveness at each meeting. 
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48. The Chair invited the Committee to vote on the proposition that: 

Bank Rate should be maintained at 4.25%. 

 

49. Six members (Andrew Bailey, Sarah Breeden, Megan Greene, Clare Lombardelli, 

Catherine L Mann and Huw Pill) voted in favour of the proposition. Three members (Swati 

Dhingra, Dave Ramsden and Alan Taylor) voted against the proposition, preferring to reduce 

Bank Rate by 0.25 percentage points, to 4%.  

Operational considerations 

50. On 18 June, the stock of UK government bonds held for monetary policy purposes was 

£590 billion.  

51. 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 also present on 9 June, as an observer for the purpose of exercising 

oversight functions in his role as a member of the Bank’s Court of Directors. 


