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The Bottom Line

The Bottom Line wraps up the week, highlighting  
key events and data releases for the upcoming one. 

ECB set to hike 
5 June 2026 

Next week, the ECB is set to hike by 25bp, while higher petrol prices are likely 
to push US consumer inflation higher, providing the last major test before the 
mid-June FOMC meeting. OPEC+ will probably raise quotas, but with Gulf 
logistics disrupted, “paper barrels” are unlikely to calm energy prices.  

TOP STORIES OF THE UPCOMING WEEK

ECB to hike by 25bp 

The ECB is very likely to start hiking interest rates next week, with a 25bp increase (11 June). Several influential 
members of the Governing Council have already flagged the move, and the new macroeconomic forecasts will provide 
the background for the decision as the ECB’s inflation projection moves to the 3% area for this year and towards 2.5% 
for next year. For markets, the key question is what happens to interest rates beyond June. The answer mainly depends 
on the developments in the Iran war and energy prices. If our assumption that energy prices will start easing by the 
summer proves correct, the ECB will probably tighten only moderately, for three reasons. First, inflation expectations 
remain well-anchored. Second, financial conditions have already tightened due to higher long-term yields, reducing 
pressure on the ECB to act aggressively. And third, there is limited evidence of second-round effects in wages, which 
reduces the risk of broader spillover from higher energy prices to non-energy goods and services. Therefore, we see a 
final rate increase in September, bringing the deposit rate to 2.50%, the upper end of a plausible neutral range. 

US CPI inflation to rise again on petrol prices 

We expect US headline CPI to rise 0.5% mom in May (the data is due for release on 10 June). This would likely take the 
year-on-year rate up to 4.1% from 3.8%, with the risks skewed towards a 4.0% print. Petrol prices will again be a major 
contributor, alone adding 0.2pp to monthly headline inflation. We expect core CPI rose 0.3% mom in May after 0.4% 
in April, taking the year-on-year rate up 0.2pp to 2.9%. The quicker pace in April was mostly due to housing, which was 
likely a one-off effect reflecting the unwinding of a downward bias in six-month average housing inflation caused by 
the government shutdown (prices were not collected in October and the BLS simply carried over September prices to 
October). The recent rise in inflation has mostly been driven by energy prices resulting from the Iran war, but underlying 
inflation was already running at around 3% before the conflict began, amid upward pressure from tariffs, AI-related 
goods prices and sticky non-housing core services inflation. Assuming oil prices start to gradually decline from the 
summer, we expect CPI inflation to average 3.5% this year and 2.6% next year. The risks are skewed to the upside.   



 

 

 

  

www.the-investment-institute.unicredit.eu 2 

The Investment Institute 
by UniCredit 

The Bottom Line 
5 June 2026 

OPEC+: output increases likely to remain largely symbolic 

OPEC+ enters its 7 June meeting in an unusually constrained position, with the Iran war blurring the line between 
nominal policy and effective supply. The base case remains a continuation of incremental increases alongside a 
strong reaffirmation of flexibility, with a cautious expectation that a further modest hike for July may be signalled. 
Under normal circumstances, this would represent a continued unwinding of voluntary cuts. However, disruption to 
Gulf shipping and logistics is weakening the transmission mechanism: a portion of on-paper quota increases is not  
reaching the market in the form of deliverable barrels. Recent months have already highlighted this disconnect, 
with rising quotas coexisting alongside materially constrained output. In this environment, announced supply 
decisions are partially decoupled from realised flows, reducing the market impact of formal increases and shifting 
emphasis toward signalling. Even if a further incremental hike is agreed in line with the recent monthly path, the practical 
effect on balances is likely to remain limited. The alliance’s bias will therefore remain cautious, retaining optionality. 

Bank of Canada on hold with focus still on inflation and growth 

We expect the BoC to remain on hold at 2.25% on Wednesday and to signal caution about the economic outlook 
ahead of the July meeting, when it unveils new projections. The bank will seek to assess the impact of the Middle 
East crisis on inflation, despite Canada having entered recession after 1Q26 GDP shrank by 0.1% in annualised 
terms following a 0.6% fall in 4Q25. Canadian CPI remains within the BoC’s 1-3%  target range, as it stood at 2.8% 
yoy in May, with the core rate at 2.1% yoy. Forward pricing has moved from implying two further rate hikes this 
year to just one by December, which we believe is the correct expectation. These factors and geopolitical risks are 
weighing on the currency, but USD-CAD back below 1.35 by 4Q26 is feasible if the broader USD downtrend persists. 

QUOTE OF THE WEEK*  

“We won’t rely on past practices 
when we find better alternatives.” 
Kevin Warsh, Federal Reserve Chair

*Not an endorsement. 

WHAT WE ARE READING AND LISTENING TO 

OECD Economic Outlook, Vol. 2026/1 › 

Using two scenarios, the OECD frames the Middle East conflict and the resulting 
energy and input-price shock as the dominant drivers of the global outlook.  

Geoeconomics. And the return of economic statecraft › 

The IMF’s June 2026 Finance & Development issue shows how tariffs, sanctions, 
export controls, industrial policy and critical-resource strategy are turning 
economics into a tool of power.  

China’s $735B Trade Surplus › 

In this Council on Foreign Relations podcast, Brad Setser discusses why China’s 
export model is becoming a global problem.  
  

https://www.oecd.org/en/publications/oecd-economic-outlook-volume-2026-issue-1_2d1956f0-en.html
https://www.imf.org/-/media/files/publications/fandd/article/2026/06/fd-june26-geoeconomics.pdf
https://www.cfr.org/podcasts/spillover/chinas-735b-trade-surplus-how-beijing-masks-its-holdings-the-g7-debates-global-imbalances
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DATA AND EVENTS CALENDAR 

Date Country Data Period UniCredit Consensus Previous 

07 Jun - OPEC+ meeting - - - - 

10 Jun US CPI (% yoy) May 4.1 - 3.8 

10 Jun US Core inflation (% yoy) May 2.9 - 2.8 

10 Jun US CPI (% mom) May 0.5 - 0.6 

10 Jun US Core inflation (% mom) May 0.3 - 0.4 

10 Jun CA BoC announces key rate (%) - 2.25 - 2.25 

11 Jun EZ ECB refi rate (%) - 2.40 - 2.15 

11 Jun EZ ECB depo rate (%) - 2.25 - 2.00 

Source: Bloomberg, The Investment Institute by UniCredit 
Note: A detailed calendar is available here: Calendar. 

FORECAST TABLES 

› Economics 

› FI 

› FX 

› Risky Assets 

IN CASE YOU MISSED IT THIS WEEK 

Date Title Author 

5 Jun Coffee Break 

› Not all yield rises are equal for equities   

Luca Cazzulani  

3 Jun The Checkpoint 

› The Warsh Fed   

Edoardo Campanella 

3 Jun Coffee Break 

› IT sector – it’s the earnings, stupid   

Christian Stocker 

1 Jun Coffee Break 

› Shareholder remuneration supports euro area banks’ equity valuations    

Michael Teig 

1 Jun Primary Market Focus   

› Weekly Supply Preview – France issues new 10Y OAT 

Francesco Maria Di Bella 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: Our glossary. 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG  and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is prov ided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance w ith legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest. 
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all 
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable 
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, corre ctness and 
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry 
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own 
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation. 
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It  should also 
be noted that:   

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly 
according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness.  In the 
event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obt ain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual si tuation of 
the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 
including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only.   E 25/1 
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