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PRE-REGISTRATION

Forecast fixed on market data to 10 September 2026. One postscript will be added on 28 October 2026 with the
OBR’s numbers and the scorecard; nothing else in this paper will change.

Summary

The Chancellor’s headroom is the OBR’s forecast of the current budget in 2029-30. It was a £23.6bn
surplus in March. Since the OBR’s market window closed in January, gilt yields have risen by about
two thirds of a percentage point across the curve and markets have gone from pricing Bank Rate cuts
to pricing hikes. Five sell-side houses put the pre-measures number at £11.6bn to £15bn, all of it
attributed to debt interest.

Our estimate is £14.6bn before Budget measures, with an 80 per cent interval of about —£4bn to +£34bn.
The point isinside the sell-side range. The route is different, and the route is the finding:

1 Debtinterestis the predictable part. Across the 33 OBR forecasts since 2010, each percentage point
on gilt yields between one market window and the next has moved the third-year debt interest
forecast by about £11bn, with an R squared of 0.81 and a walk-forward error of £3.6bn. On today’s
move that is £7.4bn; the OBR’s own ready reckoner, adding the Bank Rate path, gives £9.2bn. We
take £8.5bn, not the £12bn in circulation.

2 Receipts give some back. Tax revenue this year is running £2.8bn ahead of the OBR’s profile, and
the record says the OBR carries in-year receipts news into its third-year forecast at roughly one for
one. That is worth about £3bn.

3 Spending drift takes it away again. In 27 of 33 forecasts the OBR has found more non-interest
spending in year three than it had before, welfare above all, with a median revision of £3.4bn. This
year’s welfare outturn is above profile. We take £3.5bn.

4 Theinterval is wide because the OBR’s judgement is. The part of the OBR’s third-year revision that
no market variable predicts, its view on productivity, migration and the tax gap, has a standard
deviation of about £16bn on the record. Anyone quoting a headroom estimate without that width
is quoting a point on a distribution they have not looked at.

5 Thegilt move is mostly imported. Regressing daily gilt changes on Bunds and Treasuries over the
two years to January, then applying the fit to the months since, attributes 74 per cent of the rise in
the 10-year to global rates. The UK-specific part was concentrated in March and has been flat since
June.
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Against a floor of £10bn, which the Treasury is reported to defend, £14.6bn leaves a little over £4bn for

anything the Budget wants to do. The sell-side median of £13bn leaves £3bn; Bloomberg Economics’

£11.6bn leaves under £2bn. The gap between the estimates is the gap between a Budget with
something in it and one with nothing.

1 The number

Under the Charter for Budget Responsibility the current budget, borrowing excluding investment,
must be in balance or surplus in the target year. The OBR forecasts it for every year; the target-year
valueis the headroom. The March 2026 Economic and Fiscal Outlook put the 2029-30 current budget at
asurplus of £23.6bn, up from £21.7bn in November.

Two conventions need stating. First, from this Budget the target year is the third year of the forecast,
which is still 2029-30, and the rule becomes a range: the current budget counts as balanced if it isin
deficit by no more than 0.5 per cent of GDP. On the OBR’s March forecast of 2029-30 nominal GDP
(£3,507bn) that is £17.5bn, so headroom can be quoted to zero (£23.6bn in March) or to the bottom of
the range (£41.1bn). Every published estimate we have seen is quoted to zero, and so is ours. Second,
the OBR conditions its forecast on market prices averaged over ten working days. For the March
forecast the economy window closed on 22 January and the window for Bank Rate and gilt yields,
which is what matters for debt interest, on 30 January, 32 days before publication. The OBR does not
announce the October window in advance; in November 2025 it confirmed the dates twelve days before
the event. On the recent pattern the fiscal window for 28 October closes between 22 and 25 September.
Our forecast uses the ten working days to 10 September and says so; the difference is a few weeks of
market noise inside an interval that is far wider than that.

2 What has moved

Table 1 compares the OBR’s January fiscal window with the ten working days to 10 September, using
the Bank of England’s spot curve. The move is close to parallel and the short end has moved most.
Weighted the way the Debt Management Office issues (49 per cent short, 39 per cent medium, 12 per
cent long within conventionals, from the April 2026 remit), the rate on new issuance isup 0.68 of a
point.

2Y 5Y 10Y 15Y 20Y 30Y DMO-WEIGHTED
OBR window to 30 Jan 2026 3.62 3.95 4.58 5.03 5.27 5.36 4.31
Ten days to 10 Sep 2026 4.40 4.67 5.19 5.63 5.87 5.94 4.98
Change +0.78 +0.72 +0.61 +0.60 +0.60 +0.58 +0.68

Table 1. Gilt spot yields, per cent, ten-working-day averages

Our reconstruction of the January window reproduces the figures the OBR printed (4.5 at 10 years and
5.3 at 30 years for the economy window), so the same method applied in September is on the OBR’s
basis. The Bank Rate path implied by overnight index swaps has moved further: in January it fell to 3.4
in 2026-27 and rose to 3.85 by 2029-30; it now sits at 4.1 to 4.4 across the forecast, a shift of 0.6 to 0.9 of a
point. Brent has gone from the £63 to £66 range the OBR assumed to about $95.
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3 Method

We build the OBR’s own update mechanically and measure how much of its revision it explains, using
data that existed before each forecast.

The target series is the OBR’s Fiscal forecast revisions database, which decomposes the revision to
borrowing at each of the 33 forecasts since November 2010 into policy, classification changes and
underlying changes, and splits the underlying change into receipts, debt interest and non-interest
spending. We take the third year of each forecast, the target year under the new convention. The
database is for total borrowing rather than the current budget; we rebuilt the current budget series
from the EFO tables for 16 events and found the two underlying revisions correlate at 0.97 with about
£3bn of noise between them, so borrowing is used as the proxy throughout. Our parse reproduces the
OBR’s own summary statistics (a mean absolute pre-measures revision of £17.7bn in year three over
the last ten forecasts, against the £18bn the OBR prints).

MEAN

MEAN  MEDIAN SD P10 P90
ABSOLUTE

Underlying, all +3.4 -1.4 19.8 13.9 -14.6 +27.6
Underlying, excluding the three 2020 17.6 12.9 -15.0 +18.9
forecasts
of which debt interest -0.6 -1.7 7.9 5.4 -7.7 +4.7
of which receipts 0.0 -1.5 22.5 15.5 -23.2 +21.7
of which non-interest spending +4.0 +3.4 5.5 4.9 -1.6 +11.0

Table 2. Distribution of the year-three underlying revision to borrowing, 33 forecasts, £bn, positive means higher borrowing
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Figure 3. Distribution of the year-three underlying revision to borrowing, 33 OBR forecasts since 2010. Adverse 48 per cent, worse than
the £17.5bn range 15 per cent, worse than the whole £23.6bn cushion 12 per cent.

On this record an adverse revision has happened 48 per cent of the time, one larger than £9.9bn 27 per
cent, one larger than the £17.5bn range 15 per cent, and one larger than the whole £23.6bn cushion 12
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per cent.

The market inputs are the Bank of England’s daily nominal, real and OIS curves, from which we
reconstruct the ten-working-day window average at any date. The window dates are read from each
EFO’s text for 21 forecasts and assumed on the neighbouring pattern for 12; the assumed ones are
marked in the appendix. The debt interest channel is then a regression of the year-three debt interest
revision on the change in the DMO-weighted rate between one window and the next. Adding the Bank
Rate path and market inflation expectations as separate regressors makes the walk-forward forecasts
worse, because they move with gilts and there are too few events to separate them, so the published
channel is the one-variable fit with the OBR’s ready reckoner as the structural cross-check. Receipts
news is year-to-date receipts against the previous forecast’s profile at the last public finances release
before the window; its carry-forward into year three is estimated on the 15 events for which both sides
exist. Spending drift is the median of the record. Everything else the OBR does is treated as a draw
from the residual distribution, with no narrowing on judgement.

4 Results
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Figure 1. Each point on gilt yields moves third-year debt interest by about £11bn. 33 OBR forecasts, November 2010 to March 2026; R
squared 0.81. The filled point is September 2026, at +0.68 points on the fitted line.
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WALK-FORWARD FROM
ALL 33 EVENTS

2016
£bn per percentage point on the DMO-weighted 11.0 (standard error 1.0)
rate
R squared 0.81
Residual standard deviation, £bn 3.5
Root mean square error, £bn 3.6

Table 3. The debt interest channel

Applied to a 0.68 point move, the fit gives £7.4bn. The OBR’s March 2025 ready reckoner, which is the
latest published, gives £5.6bn for the gilt yield on issuance from 2026-27, £3.1bn for the Bank Rate path
through reserves remuneration, and about £0.5bn carried into 2029-30 from a near-term RPI bump on
the index-linked stock: £9.2bn. The empirical fit sits below the reckoner because gilt moves and Bank
Rate moves have historically arrived together, so the one-variable coefficient already carries some of
the Bank Rate channel. We take the midpoint, £8.5bn, and treat £7.4bn to £9.2bn as the range. Reaching
the £12bn in the sell-side estimates requires the OBR to revise its 2029-30 RPI forecast up by about a
third of a point, which is what market breakevens imply and what the OBR’s convention, its own CPI
path returning to target with a fixed wedge, does not deliver.

Receipts: at the July public finances the OBR reported central government receipts £2.8bn above its
profile, led by onshore corporation tax, PAYE and National Insurance. On the 15 events with both sides
available, a £1bn in-year shortfall against the previous profile has been followed by a £1.05bn adverse
revision to year-three receipts (standard error 0.40, R squared 0.35). We carry £2.8bn at one for one,
rounded to £3bn, and note that on a growth-rate definition the news is larger (£7.2bn), so the risk here
is to the upside.

Spending: non-interest spending in year three has been revised up in 27 of 33 forecasts, median £3.4bn.
Central government spending is £5.1bn above profile this year with net social benefits contributing.
We take £3.5bn. Spending revisions show no usable relationship with in-year outturn; they are the
OBR’s judgement about welfare and departments, and the record says that judgement runs one way.

LINE CENTRAL  RANGE BASIS

March 2026 EFO 23.6 Table 5.1

Debt interest -8.5 -7.4 to -9.2 fitand reckoner on +0.68 points

Receipts carry-forward +3.0 +1 to +7 £2.8bn to £7.2bn of news at about one
for one

Non-interest spending -3.5 -1 to -11 median and p10/p90 of the record

drift

OBR judgement 0 zero mean by construction

Headroom before 14.6 80 per centinterval about—4

measures to +34

Table 4. The estimate, 2029-30 current budget before Budget measures, £bn
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Figure 2. From £23.6bn to £14.6bn: the composition matters more than the number. The final bar carriesthe 80 per cent interval, -4 to
+34.

The interval is the residual after the three modelled lines. Excluding the 2020 forecasts, the non-debt-
interest part of the OBR’s year-three revision has a standard deviation of £15.7bn; the receipts term
removes perhaps a fifth of that variance. The band therefore contains the March figure, every sell-side
number and a small deficit. That is not a hedge. It is what 33 forecasts say about how much of the
October number is knowable in September.

Two smaller forecasts follow from the same inputs. The OBR’s economic determinants table carries a
row for the market gilt rate, the weighted average interest rate on conventional gilts, which was 5.2
per cent for 2029-30 in March; on a parallel shift of 0.68 it will print at about 5.9, range 5.7 to 6.1
depending on where the window settles and how the shorter remit changes the weighting. And the
OBR’s own figures for average revisions imply the two-in-three probability the IFS quoted last autumn
for a £10bn cushion surviving one forecast is, on the fuller record, closer to 73 per cent.

5 The gilt move is mostly imported

We regress daily changes in the 10-year gilt on daily changes in the 10-year Bund and the 10-year
Treasury over the two years to 30 January 2026 (486 days; coefficients 0.26 and 0.57; R squared 0.52),
then apply the fit to the daily changes since. To 10 September the giltisup 0.75 of a point, the Bund
0.60 and the Treasury 0.71. The fitted global component is 0.56 (74 per cent); the UK-specific residual is
0.19 (26 per cent). At 30 years the split is 63 to 37 (a 0.63 point move, of which 0.40 global and 0.23 UK-
specific), so there is a little more UK-specific pressure at the long end, which reads as term premium.

The timing matters more than the split. The UK-specific residual is almost entirely March (+0.31 at 10
years), partly reversed in May (-0.19), and near zero since June; September’s rise has been global to the
last basis point. The Budget is being squeezed by the world, not by a verdict on Britain. The corollary
isthe one to remember: a global squeeze is exactly when a domestic misstep is most expensive.
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6 Published estimates

IMPLIED

SOURCE DATE  NUMBER BASE MECHANISM AS STATED
CHANGE

Capital 1 Sep 15 24 -9 borrowing costs
Economics
Deutsche Bank 1 Sep 13.8 26 (own) -12.2 debtinterest at spot yields
Pantheon 2 Sep 13 23.6 -10.6 interest costs
Societe late Aug 12 23.6 -11.5 TIran, growth and rates
Generale
Bloomberg 1 Sep 11.6 23.6 -12  borrowing costs plus inflation
Economics
Walkforward 10 Sep window 14.6 23.6 -9.0 yield, Bank Rate, receipts credit,

spending drift

Table 5. Pre-measures headroom estimatesin circulation, 2029-30, £bn

Numbers are from press reports of the notes; Deutsche’s base differs from the OBR’s and its estimate is
£11.4bn on the OBR base. Panmure Liberum’s £17.6bn covers the long end only and its suggestion of a
£5bn growth offset is an upside view on receipts and judgement rather than a headroom estimate; the
IFS’s £4bn from lower net migration is a component of the OBR judgement residual. The IFS Green
Budget, expected in early to mid October, will be the strongest independent benchmark and will be
added to the postscript.

7 The rules and the Chancellor’s choice

Whether the rules change. Since June 2010 the fiscal rules have been changed or replaced at about ten
of 33 fiscal events, and at five of the five first Budgets of a new Chancellor. Against that base rate, the
rules were redefined only ten months ago, the defence target has been deferred to the spring 2027
spending review, and the Chancellor’s 7 September speech committed to the existing rules and to
keeping a buffer, without a word on borrowing room; gilts moved a basis point. We put the probability
of any announced amendment to the Charter’s mandate or supplementary targets at 30 per cent, and of
a substantive loosening at 10 per cent.

What the Chancellor does with the number. On the record, Chancellors offset about a fifth of bad pre-
measures news in year three, loosen at 70 per cent of events, and when the underlying position has
worsened by more than £5bn have tightened only 31 per cent of the time. Against that, the post-2024
framework has made the headroom figure itself the political target and the Treasury is reported to
defend a floor of £10bn. We expect post-measures headroom of about £12bn, with a 25 per cent chance
itis below £10bn and a 10 per cent chance it is above £20bn. This is a forecast of a political choice and
we claim no skill in it.

8 Scoring

On 28 October the OBR publishesits Economic and Fiscal Outlook. The following will be marked
against it in a postscript to this paper, and nowhere else:

m Q1, the 2029-30 current budget before Budget measures, recoverable from the EFO’s changes-since-
March table: our 14.6 and interval, against 23.6 (no change), 20.2 with the historical band (the
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unconditional benchmark) and each estimate in Table 5. Absolute error and whether the outcome
fell inside the 80 per cent interval.

m Q2, the same after measures, the number the Chancellor announces: our 12 and the two
probabilities, scored by absolute error and Brier score.

m Q3, the OBR’s decomposition of the underlying change in 2029-30 into debt interest, receipts and
other spending: sign and size against Table 4.

®m  Q4, the market gilt rate for 2029-30 in the determinants table: our 5.9 and range.

m Q5, the global share of the 10-year move, refreshed with the same fit to the OBR’s actual window:
reported, not scored, since no published number exists to beat.

m Q6, whether the rules were changed: Brier score on 0.30.

The claim of skill rests on Q1 alone, and on beating the published estimates in Table 5, not on beating
no-change. If the OBR’s number lands nearer the sell-side cluster than ours, the postscript will say so
and say why.

9 Data and reproducibility

All inputs are deterministic downloads: the OBR’s Fiscal forecast revisions database, Policy measures
database and ready reckoner (obr.uk/data); the Bank of England’s yield curve archives; the Debt
Management Office’s April 2026 remit; ONS public sector finances via the ONS time series API;
Bundesbank and US Treasury daily yields; the EFO documents on gov.uk for the window dates. The
pipeline that rebuilds the vintages table, the window averages, the backtest and the estimate from
those files runs as a single script and is available on request. Window dates for 12 of the 33 forecasts are
assumed rather than read; they are listed in the appendix and replacing them does not change the
coefficient to one decimal place.

Appendix. The 33 forecasts

Year-three revisions to borrowing, £bn, positive means higher borrowing, with the change in the
DMO-weighted gilt rate between the previous window and this one. Window dates marked (a) are

assumed.
FORECAST TARGET UNDERLYING OF WHICH DEBT OF WHICH OF WHICH NON- POLICY GILT
YEAR INTEREST RECEIPTS INTEREST SPENDING MOVE, PP
November 2010 2013-14 1.8 -4.3 3.4 2.7 -1.7 -0.24
March 2011 2013-14 8.9 3.1 -1.4 7.2 0.7 +0.47
November 2011 2014-15 33.2 -6.2 39.1 0.3 -1.5 -1.43
March 2012 2014-15 -1.7 -2.9 0.7 0.5 -2.2 -0.11
December 2012 2015-16 30.1 -3.7 30.1 3.7 0.1 -0.29
March 2013 2015-16 13.8 1.2 11.1 1.6 0.0 +0.32
December 2013 2016-17 -13.3 0.9 -11.6 -2.6 0.3 +0.48
March 2014 2016-17 -4.5 -0.2 -4.4 0.1 -1.8 +0.11
December 2014 2017-18 6.9 -15.7 22.8 -0.2 -8.2 -0.46
March 2015 2017-18 -7.4 -7.6 6.6 -6.4 4.3 -0.31
July 2015 2018-19 5.3 2.5 -2.3 5.1 6.3 +0.28
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FORECAST TARGET UNDERLYING OF WHICH DEBT OF WHICH OF WHICH NON- BolTCY GILT

YEAR INTEREST RECEIPTS INTEREST SPENDING MOVE, PP
November 2015 2018-19 -8.0 -5.0 -5.4 2.4 4.4 -0.27
March 2016 2018-19 12.3 -4.8 14.0 3.2 4.5 -0.35
November 2016 2019-20 17.7 -4.5 15.2 6.9 8.4 -0.28
March 2017 2019-20 -1.4 0.9 -1.6 -0.7 1.7 +0.09
November 2017 2020-21 13.7 -0.7 13.0 1.4 3.6 +0.12
March 2018 2020-21 -3.7 2.4 -6.8 0.8 -0.3 +0.27
October 2018 2021-22 -14.7 -1.7 -11.2 -1.8 13.7 -0.00
March 2019 (a) 2021-22 -7.4 -4.0 -3.8 0.4 1.2 -0.30
March 2020 (a) 2022-23 3.6 =7.7 4.1 7.1 22.5 -0.48
July 2020 (a) 2023-24 61.7 -8.1 66.4 3.4 1.4 -0.44
November 2020 (a) 2023-24 -7.8 -4.0 -9.1 5.3 -15.1 +0.02
March 2021 (a) 2023-24 4.0 1.6 -2.5 4.9 -19.1 +0.09
October 2021 2024-25 -33.5 3.1 -46.3 9.6 5.4 +0.30
March 2022 (a) 2024-25 -14.1 9.8 -36.9 13.0 4.3 +0.76
November 2022 (a) 2025-26 55.8 27.0 17.4 11.4 -13.7 +2.55
March 2023 (a) 2025-26 -19.3 -1.9 -25.1 7.7 19.0 -0.51
November 2023 (a) 2026-27 -17.2 17.4 -50.6 15.9 22.1 +1.20
March 2024 (a) 2026-27 -6.2 -13.8 10.3 -2.7 6.4 -0.59
October 2024 (a) 2027-28 -9.8 1.4 -15.5 4.3 31.4 -0.11
March 2025 (a) 2027-28 10.3 5.0 1.8 3.5 -2.3 +0.55
November 2025 2028-29 6.6 3.5 -15.1 20.5 2.9 -0.00
March 2026 2028-29 -4.6 -2.3 -7.3 5.0 3.7 -0.07

Source: OBR Fiscal forecast revisions database, March 2026; Bank of England yield curves; window dates from EFO texts where
published. Figures reproduce the OBR’s published summary statistics.

Foresight not hindsight

Walkforward Research - enquiries@walkforwardresearch.com - walkforwardresearch.com
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