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Central banks: flexibility is still the order of the day

Rates will continue to be driven by inflation.

Fed and ECB move forward meeting by meeting, at the pace of the
data

> Eurozone inflation accelerated to 3.8% in September, above
expectations. The ECB remains cautious, but a further hike is still on
the horizon by December.

> Phillip Lane calls on the ECB to remain measured in the face of the
second wave of the energy shock, by moving forward meeting by
meeting without prejudging what will happen next.

> The Fed's minutes leave another hike possible by the end of the year,
in a context of solid activity and inflation still too high.

> Bank of England C.Mann warns that inflation is still too high and
believes that a rate hike could again become difficult to avoid

> Bank of Japan is approaching a symbolic milestone with core inflation
close to 2%, but remains cautious about the timing of a future hike
despite an increasingly restrictive bias.

Inflation accelerates, ECB remains under pressure
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Eurozone inflation accelerated to 3.8% in September, above expectations,
and to its highest level since September 2023. The rise remains mainly
driven by energy, amid ongoing tensions in the Middle East, and brings
inflation to almost double the ECB's 2% target.

At the same time, the ECB minutes show a Governing Council that
remains cautious, while highlighting the risk of second-round effects if
energy prices remain high. Higher long-term vyields and tensions on
French debt also continue to squeeze financial conditions.

For the market, the short-term scenario does not change: the meeting on

29 October is likely to take a break, but expectations of a further hike

remain well anchored for December.
Source: Bloomberg 08/10/2026
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This is the flash inflation rate in
the euro area in September 2026

Phillip Lane
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ECB chief economist Philip Lane believes
that a measured response remains the
right approach to the second wave of the
energy shock linked to the Middle East
conflict. He points out that the eurozone
economy has so far shown unexpected
resilience in the face of rising oil and gas
prices, but that this new surge in energy
prices continues to pose an upside risk to
inflation and a downside risk to growth.

Lane insists that the ECB still needs to
assess the extent of the transmission of
this shock to activity and prices. According
to him, it is necessary to remain firm
enough to contain inflation, without
overreacting as long as the real effects of
the shock remain uncertain. The ECB
therefore continues to move forward
meeting by meeting, without making a
premature commitment on what to do
next.
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The FOMC minutes of September 15-16, published this
week, look back at the latest 25 bps hike, voted
unanimously, which raised the target of the key rate to
3.75%-4.00%. The Fed still appears to be very attentive to
inflation that remains too high, while suggesting that it has
no reason to rush to the next meeting.

The minutes indicate above all that a majority of
participants believe that another hike would probably be
appropriate by the end of the year; the FOMC is talking
about "by year-end", and not about a hike at the October
meeting.
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Rate expectations are also based on a new hike in
December 2026. The door therefore remains open, but
without urgency, especially since several Fed officials say
they want to wait for more information before making a
decision, while inflationary pressures remain present and
price dynamics are still considered too high.

The committee also stressed that activity remains solid: the
labour market is described as broadly balanced and
financial conditions remain supportive despite the rise in
bond yields. Finally, the Fed remains vigilant on inflation,
but remains flexible on the pace of the future.

"Most participants felt that a further hike would probably be
appropriate by the end of the year."

FOMC Minutes, 07/10/2026
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Rate expectations in the eurozone remain tilted to the
upside, but the market still sees only a limited move in the
short term. The first 25bps hike is mostly expected for the
meeting on 17 December 2026, with a probability of around
74.5%.

Beyond that, the curve continues to rise gradually, with
more than two and a half cumulative increases integrated
by September 2027.

second-round effects.

<& November 5 meeting.

Catherine Mann, BoE
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Source: Bloomberg 08/10/2026

In the United States, markets are also anticipating a hike
for the December 9, 2026 meeting, which is already largely
priced in. The rest of the hikes remain upward, with 3.15
cumulative hikes by September 2027, a gradual tightening
over the period.

Overall, markets are therefore anticipating a slightly more
pronounced tightening in the United States than in the
eurozone, with the end of 2026 as a common tipping point.

C. Mann warns on inflation, the BoE towards a rate hike?

While the Bank of England left its key interest rate unchanged at its last meeting,
Catherine Mann, a member of the Monetary Policy Committee, reiterated that inflation
pressures remained high. In particular, she pointed out that higher fuel and energy prices
could push inflation "significantly" above 4% early next year, increasing the risk of

In her view, rate hikes are still needed to prevent the energy shock from spreading to the
entire economy. While she was already among the voices in favour of an immediate hike
last month, several other officials have since suggested that a hike would be all the more
difficult to rule out if the Middle East conflict drags on. At the same time, the real
economy remains resilient, leaving the BOE facing a tricky trade-off ahead of the
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BoJ: Rate normalization continues?

Since the last rate hike in September, the Bank of Japan has
continued to move towards gradual normalization. According
to several sources, it may soon consider core inflation to have
reached 2%, a symbolic milestone that would reinforce the
idea that the price target is now within reach, although the
bank remains attentive to its stability around this level after the
temporary effects.

At the same time, Ayano Sato, one of the two dissidents in the
last vote, indicated that she supported rate hikes in stages,
but that there was no need to set a predetermined pace. She
pointed to still accommodative financial conditions and slightly
higher inflationary risks, particularly via higher oil prices. The
message therefore remains that of a BoJ that is more hawkish
on its direction, but still cautious on the timing of a future hike

| News Jh2
Poland | The National Bank of Poland has 13 October | Publication of the minutes
kept its key rate unchanged at 3.75%. of the Reserve Bank of Australia.
Canada | The Ivey PMI fell to 58.2 in September, ° 14 October | Publication of the september
inflation and CPI of the United States.

compared to 64.3 in August, below expectations.
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