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Status quo at the Fed, but debate heats up

The Fed is delaying, but remains vigilant in the face of inflation.

Nine votes to three: the debate remains open at the Fed

Figure of the week

» The Fed kept rates unchanged in a range of 3.50% to 3.75%, while
reaffirming that the fight against inflation remained its priority in a context
still marked by tensions on energy prices.

» The 9-3 vote reflects a more divided committee than usual, with three
votes in favor of a 25 basis point hike, which leaves the door open for
further monetary tightening. —
» Philip Lane said that the inflation shock in the eurozone remains subdued
and that the ECB will adjust its policy according to the data, with the aim of This is the result of the Fed's vote
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bringing inflation back to 2% within about a year at the FOMC meeting on July 29,

» The Bank of England left its key interest rate unchanged at 3.75%, as 2026
markets await further signals on the continuation of its monetary policy.

» Japan Inflation accelerated in June to 1.6%, reinforcing expectations of
another rate hike by the Bank of Japan by the end of the year. @

Fed meeting
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The U.S. Federal Reserve left interest rates
unchanged in a range of 3.50% to 3.75%, in
line with market expectations.

But behind this status quo, the message is
more nuanced: three members of the
committee voted in favour of a 25 basis
point increase, a sign that the internal
debate is becoming more tense and that the
option of further tightening has not been
ruled out.

Fed Chairman Kevin Warsh reaffirmed the
priority given to the fight against inflation,
which is still above its 2% target, in an

The Fed committee's vote ended with 9 votes in favor of the status quo against environment made more uncertain by

3 votes in favor of a 25 basis point hike. This vote illustrates stronger energy price pressures linked to the Middle

divergences than usual within the central bank. It shows that some East conflict.

policymakers believe that the fight against inflation is not yet fully won, while

others prefer to wait for more data before acting. While the committee has chosen caution at
this stage, it continues to closely monitor

This distribution of votes therefore leaves the door open to further monetary price developments, which could still warrant

tightening if price pressures persist in the coming months. a reaction in the coming months.
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Philip Lane said that the current inflationary shock in the
euro zone remains moderate, but that it will largely depend
on the evolution of energy prices and the geopolitical
situation in the Middle East.

The ECB, which has kept rates unchanged, could
nevertheless adjust its monetary policy in September
depending on the economic data to come, with the aim of
bringing inflation down from 3% to 2% by next year.
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The institution is also closely monitoring possible second-
round effects, if the rise in energy prices were to have an
impact on wages and then on all prices.

Philip Lane insisted that the ECB is not facing an
emergency situation comparable to that of 2022, but that it
remains ready to act with caution and flexibility to prevent
this shock from becoming entrenched in the economy for a
long time.

This is not, for the moment, the type of red alert level

where we have to act quickly as we did (in 2022)
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As for the ECB, market expectations continue to integrate,
almost unambiguously, a further 25 bps hike at the next
meeting on 10 September, with the implied probability
coming out at nearly 86%. Beyond this period, the yield
curve suggests a tightening cycle that is still slightly
prolonged, with just over two cumulative hikes expected by
the first half of 2027.

In this scenario, the deposit facility rate would gradually
evolve towards 2.75%, a level that would then appear as
an intermediate landing zone for the ECB's monetary
policy.
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Phillip Lane, 24/07/2026
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In the United States, the interest rate markets are also
maintaining a bullish bias, even if the signal remains a little
less assertive than in the eurozone. The Sept. 16 meeting
shows an implied probability of about 64% for a 25 bps
hike, suggesting that the market is not yet completely ruling
out a near-term hold.

In the more complete scenario now priced in by investors,
nearly two more hikes are expected by spring 2027. The
first could take place as early as September, while the
second seems to be postponed to the beginning of 2027

The Bank of England leaves its rates unchanged at 3.75%

The Bank of England (BoE) left its key interest rate unchanged at 3.75% at its July meeting, as
expected. After several phases of monetary tightening, the institution thus confirms a wait-and-
see posture, in a context where markets are now scrutinizing the pace of disinflation and the
signals given on the rest of the cycle. Beyond the decision itself, which is now widely anticipated,
attention was focused on the tone of the statement and possible indications regarding the future
path of rates. A firmer-than-expected rhetoric could support the pound, while a more cautious
reading would support the idea of a prolonged phase of stability. For the time being, the BoE
therefore remains an important anchor for market expectations on the GBP, while investors are
still looking to determine whether the peak of the monetary cycle has been sustainably reached.
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Inflation is picking up again in Japan

Inflation in Japan accelerated in June for the first time in
three months, with the consumer price index excluding
fresh produce rising 1.6% year-on-year, in line with
economists' expectations. A more underlying indicator, also

Inflation evolution in Japan

excluding energy, also rose, showing that price pressures 45
remain very much present. 4
3,5

This increase was mainly driven by the slowdown in the
decline in energy costs, but also by the persistence of

3

pressures on certain food and service prices. The >
weakness of the yen, which makes imports more 2 /'
expensive, also continues to fuel inflation. 15

1
The data sup'ports the Bank of Japanl's.dlrectlon towards m@y- m‘;& @,,’u %@u »19"'“ qp‘*“ q’&@ ~§:) q,“{’ 1@3’ w@@ '&"g’ q'é{o ’1.9150 %@&;
further rate hikes this year, although it is expected to leave Mg \,,,x\ MR A AR G A L AN A

, , o NN GNP I P A N G G
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now betting on a next hike by the end of the year.
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Germany | The IFO Climate Index of the 31 July | Decision of the Bank of
business rose to 86.6 better than expected. Japan on interest rates.

Eurozone | GDP grew by 0.4% in the 2nd

o August 3 and 5 | Publication of the PMI
quarter of 2026, compared to 0.2% expected.

index for France, US and Germany.

Daniele CURCI

Head of Investment Specialists and
Business Development

Liquidity Solutions and French Networks

Arnaud MISSERLIAN
Investment Specialist
Liquidity Solutions

Disclaimer

This publication is intended for institutional clients only and may not be reproduced, in whole or in part, or communicated to third parties without our permission. Published by Amundi
Asset Management, Société par Actions Simplifiée SAS, with a capital of €1,143,615,555 - 437 574 452 RCS Paris. Asset Management Company approved by the AMF Autorité des
Marchés Financiers) n°GP 04000036. Registered office: 91 93, boulevard Pasteur 75015 Paris France. The information contained in this publication is not intended for dissemination to,
or use by, any person or entity in any country or jurisdiction where such dissemination would be contrary to law or regulation, or which would subject Amundi or its affiliates to
registration obligations in such countries. Not all products or services are necessarily registered or authorized in all countries or available to all customers. The data and information
contained in this publication are provided for informational purposes only. Nothing contained in this publication constitutes an offer or solicitation by any member of the Amundi group to
provide investment advice or services or to buy or sell any financial instruments. The information contained in this publication is based on sources that we believe to be reliable, but we

do not warrant that it is accurate, complete, valid or up-to-date and should not be relied upon as such for any purpose.
Amundi

Investment Solutions

Trust must be earned



https://www.linkedin.com/company/amundi-/mycompany/
https://www.amundi.com/institutional/treasury

	Slide 1: Status quo at the Fed, but debate heats up
	Slide 2
	Slide 3

