
 

 
◆ There are signs that demand is stabilising, but subdued 

consumer confidence points to a fragile outlook  

◆ Bank Rate was left unchanged at 3.75%, and although 

further cuts are expected…  

◆ …the timing and scale of rate reductions is more uncertain  

 

Fragile with a hint of potential 

The year has started with mixed and volatile data, so it’s unclear how much 

underlying momentum in the economy has improved. Measures of business activity 

reported a sharp rebound in activity in January, most notably across services firms. 

However, consumer confidence ticked only 1pt higher, as improved confidence in 

personal finances was offset by lower expectations of the economy for this year. 

Those dynamics left consumers to continue to prefer saving. Elsewhere, there were 

signs that demand conditions are, at least, stabilising, house prices rose 0.3% m-o-m 

and manufacturers reported the fastest pace of new order growth since May 2022.  

While the outlook is a fragile one, there is scope for a more marked improvement in 

demand. But we need to see a stable policy environment and a more sustained 

improvement in confidence to support underlying growth. 

Bank of England hints at further rate cuts   

At its latest policy meeting the Bank of England’s (BoE) Monetary Policy Committee left 

Bank Rate unchanged at 3.75%. Four of the nine-strong Committee voted for a cut, while 

more broadly, policymakers appear to be gaining confidence in the disinflationary 

process. The prospect of lower inflation reflects weak demand in the economy, a higher 

rate of unemployment, and policy measures announced at the Autumn Budget. Governor 

Andrew Bailey, who voted for unchanged rates this month, will be key in determining the 

timing of the next cut, given his relatively middle ground stance. Mr Bailey suggested that 

he needed to see a further falls in inflation expectations alongside the expected 

moderation in the current inflation rate. That would help to further alleviate concerns of 

upside risks to inflation over the medium term. It is widely expected that the CPI inflation 

rate will fall to around 2% in April 2026.   

Then there is the question of how many more rate cuts are in prospect, and where Bank 

Rate may settle. That will be determined by how restrictive the Committee currently views 

interest rates to be on economic growth and inflation and whether any restrictiveness 

should remain in place for a more prolonged period. The latest BoE forecasts point to 

lower inflation, relative to its November forecast, and while the upside risks to inflation are 

judged to have diminished, they remain a source of uncertainty. Ultimately, after six rate 

cuts since August 2024, and with Bank Rate closer to its ‘neutral’ level, decisions on 

further rate cuts are likely to be finely balanced. 
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KEY UK DATA 

▲0.1% 
GDP growth in 3M to November 

▲3.4%  
Consumer Price Inflation, December y-o-y 

►5.1% 
Unemployment rate, November 

►3.75%  
Bank of England Base Rate 

Source: HSBC 
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1. A post-budget bounce in activity was seen in January, and manufacturers reported 
strong growth in new orders since 2022 

 

Source: Macrobond, S&P Global, HSBC  

 

 

 

2.  UK Bank Rate was left unchanged in February, further interest rate cuts are widely 
expected but the timing and scale is uncertain    

 

Source: Macrobond, Bloomberg, HSBC forecast   
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Important disclosures 
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2 All market data included in this report are dated as at close 09 February 2026, unless a different date and/or a specific 

time of day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund.  
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Important information on sustainable investing 

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to 

varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes. 

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market 
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In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and 
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