
Liquidity letter

Evolution of the services PMI index in the United States
Christine Lagarde said on Thursday 2 July 

that she did not rule out an early departure 

from the presidency of the European Central 

Bank before the end of her term in October 

2027. 

In an interview with Les Echos, she 

explained that she could, when the time 

comes, bring "a European voice" to the 

French presidential debate.

However, the ECB president reiterated that 

in this period of turbulence linked to the war 

in the Middle East, the institution must 

remain fully mobilised in order to preserve 

price stability in the euro zone. This context 

has already revived inflation and prompted 

the ECB to raise rates on 11 June, after 

several months of status quo.

Asked about a possible political 

commitment, Christine Lagarde said that 

France's European anchoring would have to 

be defended if it were to be called into 

question. However, she said that a 

candidacy or support for a candidate was, at 

this stage, "not on the agenda".

His support for a political candidate is not current

► Christine Lagarde does not rule out an early departure from the ECB 

before 2027 to intervene in the French presidential debate. However, she 

specifies that no political commitment is, for the moment, on the agenda.

► Nagel warned that the escalation in the Middle East could still justify 

another ECB rate hike, amid a sharp rise in energy prices and continued 

uncertainty over the future of monetary policy. 

► The Fed remains divided on the continuation of rates, between cut, status 

quo or further increase, while inflation remains its main concern and 

markets await the next figures in July.

► PMI U.S. services activity accelerated in June, driven by higher new 

business, but employment remains weak and costs continue to weigh.

► Bank of Japan Asada's dissenting vote underscores tensions within the 

Bank of Japan, where the window to further normalize rates could close 

as markets still await another hike by the end of the year.
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The S&P Global U.S. Services Index rose to 51.2 in June 2026 from 50.7 in 

May, signaling the sector's strongest expansion since the Middle East 

conflict-related energy shock.

This improvement was supported by an increase in new business, driven by 

the influx of tourists and events related to the World Cup held in the United 

States.

On the other hand, employment has remained weak and companies remain 

optimistic for the coming months, despite cost pressure from tariffs and fuel 

prices.

Lagarde: an early departure?

Source: S&P Global 06/07/26



As far as rate expectations in the euro area are concerned, 

after the 25 basis point hike decided in June, the deposit rate 

is around 2.18% and the implied OIS rate is around 2.22%.

For the July 23 meeting, markets favor a stay on rates, while 

a further 25 bps hike appears to be the central scenario for 

the September 10 meeting.

Beyond that, a second additional hike is still possible by the 

end of the year, but no cut is expected until at least mid-

2027.

As for US rate expectations, the Fed left rates unchanged at 

its last meeting in June, with the implied rate coming out at 

around 3.63%.

For the July 29 meeting, markets favor a hold on rates, while 

a first hike becomes slightly more likely at the September 16 

meeting.

Beyond that, a second hike is increasingly priced in by the 

market by the end of the year, and no significant decline is 

expected until at least mid-2027.
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FED MINUTES: UNCERTAINTY ABOUT THE US ECONOMIC OUTLOOK

At its June meeting, the Fed revealed sharp divergences on the future direction of rates. Some officials 

believe that a decline in inflation could lead to declines, while others believe that continued inflationary 

pressures could force further hikes. Despite these disagreements, the FOMC voted unanimously to keep 

the federal funds rate in a range of 3.5% to 3.75%. 

The minutes released on Wednesday show that inflation remains the Fed's main concern, even as labor 

market risks eased slightly. The committee also discussed several economic scenarios, between 

moderating prices and maintaining high inflation, in a context of uncertainty about growth and 

employment. Managers' projections confirm this internal division, with expectations ranging from further 

hikes to no change or even a cut in rates. 

At the same time, Kevin Warsh is pushing for shorter and less predictable communication from the 

central bank. Investors are now waiting for the next inflation figures, due on July 14.

Source: Bloomberg 09/07/26

I believe that a European voice must be 
heard in the French presidential debate

Christine Lagarde, 09/07/2026
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Nagel (ECB): a further rate hike is still possible
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ECB Governing Council member Joachim Nagel on 

Wednesday expressed concern about escalating tensions in 

the Middle East, but said a further rate hike may still be 

needed. 

In Ljubljana, the Bundesbank president said he was optimistic 

on Monday, before the latest geopolitical developments 

pushed up energy prices and changed the economic climate.

His statements came hours after Donald Trump's comments 

that the ceasefire with Iran could end following new US 

strikes and the revocation of a waiver on Iranian oil sales. In 

the aftermath, Brent jumped more than 6% to $79 a barrel in 

London.

The ECB, which already raised rates in June, is due to meet 

again on July 23 before its summer break. But central bank 

officials remain divided on the next step in their monetary 

policy. Nagel acknowledged that a further hike was still 

possible, but did not rule out keeping rates at their current 

level.
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BoJ: an acceleration of rate hikes?  

China | Inflation lowers expectations more to 

1.0% at the end of June (vs. 1.2% the 

previous month)

Germany | orders to industry increase at the 

end of May (+1.9% vs. -3.2% at the end of 

April)

News Agenda

The Bank of Japan sent an important signal at its latest 

monetary policy meeting: Toichiro Asada's dissenting vote 

shows that the window to normalize rates could close quickly. 

As soon as he arrived at the council, the new member 

appointed by Prime Minister Sanae Takaichi opposed raising 

the key rate to its highest level since 1995, defending a line in 

favour of maintaining an accommodative policy. 

This disagreement illustrates the tensions surrounding 

Governor Kazuo Ueda's strategy. While other appointments 

close to this direction are still expected, several analysts 

believe that the balance of the board could change in the 

coming months. 

The room for further rate hikes could therefore shrink, at the 

same time that some officials see the need to gradually move 

monetary policy closer to a more neutral level. Markets, for 

their part, are now pricing in a further hike by the end of the 

year, probably in October or December. 

Asada's vote is thus seen as a first indication of the tensions 

to come within the central bank.
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"Stable output and employment are essential 

for the Japanese economy to grow sustainably 

and steadily"

Toichiro Asada, Bank of Japan July 7, 2026
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