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While the Bank of England (BoE) maintains a 3.75% Bank Rate in response to the "energy war"
shock, the current baseline projections suggest a slow return to price stability. To bridge the gap



between the BoE’ s current 3.33% forecast and the 2.0% objective within a 5-6 month window, a
parallel economic strategy is required to stabilize the most volatile sectors.

This report outlines a competent, independent execution strategy focused on neutralizing "second-
round" inflationary effects without relying on aggressive monetary tightening that risks a -0.5%
GDP contraction.

I. Sector Alpha: Energy Cost & Supply Chain Stabilization

The primary hurdle to the 2% target is the divergence between the $63.6/bbl baseline and the
current $100-$150/bbl market risk.

* Fixed-Rate Liquidity Buffers: Rather than allowing energy spikes to pass through to consumer
CPI (currently risking a 6.0% peak), the strategy implements high-velocity liquidity buffers at the
wholesale level.

* Logistics Risk Mitigation: By providing independent underwriting for shipping and freight costs in
the Red Sea and Persian Gulf, we prevent the "supply chain inflation" that typically follows energy
shocks.

* Economic Gravity: This approach ensures that even if BoE policy remains reactive, the core
costs of production remain anchored, forcing a mechanical downward pressure on CPI toward the
2.2% consensus and eventually the 2.0% hard target.

Il. Sector Beta: Private Sector Pay & Service Equilibrium

Services inflation and wage growth remain "sticky" indicators that the BoE has struggled to
moderate without risking high unemployment.

* Real-Income Shielding: To meet the 2.0% target in 5-6 months, wage settlements must align
with productivity rather than past inflation. We propose a "cost-of-living bridge" that supports
household purchasing power through non-inflationary fiscal instruments, bypassing the traditional
wage-price spiral.

* Service Sector Support: By stabilizing disposable income, we prevent the "Service Sector
Contraction" projected in the war scenario, maintaining the 1.1% GDP growth target while reducing
the need for the BoE to hike rates to 4.25% or 5.0%.



[ll. Independent Outlook: The 5-6 Month Convergence

The following table contrasts the current BoE trajectory with the proposed independent execution
strategy:

| Indicator | BoE Consensus (Feb 2026) | War Risk (No Action) | Targeted 6-Month Outlook
| CPI Inflation | 2.2% | 4.5% - 6.0%+ | 2.0% (Hard Target)

| Official Bank Rate | 3.33% | 4.0% - 5.0% | 3.0% - 3.25%

| GDP Growth | 1.1% | -0.5% to 0.2% | 1.2% (Resilient) |

Strategic Positioning: This framework operates as a sophisticated stabilizer. If the BoE fails to meet
the 2.0% target due to internal policy delays or external geopolitical friction, this strategy remains
distinct and insulated. It demonstrates a competent mastery of economic mechanics—protecting the
1.1% growth baseline while the BoE navigates its own institutional outlook.
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