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The Bottom Line wraps up the week, highlighting

key events and data releases for the upcoming one.

Eurozone growth pulse eddes higher

19 June 2026

Next week, business surveys in the eurozone are likely to show tentative
improvement amid easing uncertainty and lower energy prices. In the US,
attention will turn to core PCE inflation, with a stronger print likely to keep the
Fed cautious on rates.

TOP STORIES OF THE UPCOMING WEEK

1 Eurozone PMIs to edge up as enerdy prices ease

We expect the eurozone composite PMI to rise to 49 in June, from 48.5 in May, supported by easing
uncertainty and a significant decline in energy prices following the preliminary US-Iran agreement to end
hostilities and reopen the Strait of Hormuz. This should, in turn, ease pressure on eurozone firms’ input costs,
which rose last month to levels not seen since late 2022. We think that the improvement in PMls, albeit
moderate, is providing additional support for earnings growth within the STOXX Europe 600. Adainst this
backdrop, we believe the European consensus earnings growth forecast of 14% for 2026 appears realistic and
is likely to be confirmed as we move into the upcoming 2Q26 earnings season, which begins in July.

2 US core PCE inflation likely to have accelerated further

We expect headline PCE inflation for May to have increased strongly again (0.5% mom) amid higher energy
prices. The core PCE gauge will probably have risen by 0.3% mom, with risks tilted to the upside. This would
be a stronger increase than that recorded by the core CPI, which rose by 0.2% mom. The main reason is the
lardge price gains in the portfolio management and airfares components of the PPI, which enter the PCE price
gauge. We forecast a further acceleration in the annual rate of core PCE inflation, to 3.4% from 3.3%, well
above the Fed’s comfort zone. This helps explain why the FOMC decided to drop its easing bias this week,
although new Fed Chair Kevin Warsh seems to think that the central bank should put less emphasis on core
PCE inflation than in the past and focus more on alternative measures of underlying price pressure (which
currently show more moderate price dains).
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3 PBoC: patience becomes policy

We expect the Chinese central bank to hold its two key lending rates unchanged, with the one-year loan prime
rate (LPR) at 3.0% and the five-year LPR at 3.5%. Both rates have remained unchanged since May 2025. While
producer-price inflation accelerated to 3.9% yoy in May on the back of higher energy costs, consumer prices
rose only moderately to 1.2% yoy in April-May, from 0.9% in 1Q26. Growth has remained uneven rather than
alarming, probably giving the PBoC enough confidence to stay on hold. Industrial output rose a solid 4-4.5%
in April-May, while retail sales slightly shrank in May. A steady PBoC meeting outcome is unlikely to affect the
yuan. The CNY and CNH continue their gradual, steady rise against the USD, with a break of 6.75 paving the
way for a move towards 6.70 or lower. China also announced new measures this week to enhance yuan
internationalisation, including tools to manage liquidity and plans to extend CNH trading to Shanghai.

4 NBH may start rate cuts, diverdging from redional peers

Recent soft inflation surprises, lower oil prices and an improved global risk environment supporting further
HUF appreciation are likely to provide sufficient conditions for the NBH to launch a new rate-cutting cycle.
While the recent reduction in the risk premium creates sufficient scope for a series of rate cuts, we expect the
MPC to maintain cautious, data-dependent communication, given energy-related external risks and still-
elevated inflation expectations. We expect a 25bp cut next week, likely followed by two additional steps in
July and August, bringing the policy rate from 6.25% to 5.50%, with further cuts likely in 2027.

VIEW UPDATE: NEW UST AND USD FORECASTS; REVISED BTP-BUND SPREAD

In light of new Fed Chair Warsh’s hawkish stance on inflation and the potential policy initiatives emerging from the
specialised task forces, we now expect the Fed to keep its key rate at 3.50-3.75% for the foreseeable future. As a
consequence, we have raised our short-dated UST forecasts, pencilling in a 2Y UST rate at 4% for the coming quarters.
We see the long end as being less affected by steady Fed rates and expect the 10Y UST yield to remain at around
4.50%. The UST curve should therefore steepen from the current level, although we do not anticipate a pronounced
move, with the 2/10Y spread remaining around 500bp.

Following the latest geopolitical developments and the decline in energy prices, we are lowering our target for the
10Y BTP-Bund spread. We expect it to remain at 70bp in the coming months.

In FX, we still expect a weaker USD over the medium term, but at a slower pace than in our previous setup. Our new
Fed scenario in favour of steady rates is less bullish for the USD compared to forward rates, which are now pricing in
two rate hikes by April 2027. We thus expect a firmer EUR-USD ahead, but unlikely beyond 1.17 for 4Q26 and 1.19
for 4Q27. We have also lowered the extent of the USD-JPY decline, remaining above 155 by 4Q26. By contrast, we
see a firmer CNY, even below 6.70 over the long term, as Beijing needs a stable and firmer yuan for its
internationalisation stratedy. In CEE FX, we have slightly lowered our EUR-HUF forecasts as the dovish shift in the
HUF curve does not undermine the recent gains in the currency, which remains supported by structural factors.

QUOTE OF THE WEEK*

“Ships of the World, start your
engines. Let the oil flow!”

Donald Trump, US President

*Not an endorsement.
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WHAT WE ARE READING
Digital Government Outlook 2026 »

This OECD report presents results from the OECD Digital Government Index (DGI)
and the Open, Useful and Re-usable Data Index (OURdata), illustrating how
governments across 36 OECD countries and eight accession countries have been
advancing coherent, effective and human-centred digital transformation in
government in recent years.

Europe and its allies must plan to offset the Al dependency risk »

Alicia Garcia-Herrero and Bertin Martens of Bruegel argue that Europe and its
allies should proactively develop joint strategies, such as diversification,
partnerships and domestic capabilities, to mitidate strategic vulnerabilities from
reliance on foreign Al providers.

Is the US creeping towards a 3% inflation regime? »

The Official Monetary and Financial Institutions Forum examines whether the US
may be drifting towards a de facto 3% inflation target.

DATA AND EVENTS CALENDAR

Date  Country Data Period UniCredit

22 Jun CH PBoC announces LPR 1Y (%) -
22Jun CH PBoC announces LPR 5Y (%) -

23Jun EZ Composite PMI Jun
23Jun EZ Services PMI Jun
23Jun EZ Manufacturing PMI Jun
23Jun HU NBH announces key rate (%) -

25Jun US PCE core inflation (% yoy) May
25Jun US PCE core inflation (% mom) May

Source: Bloomberg, The Investment Institute by UniCredit
Note: A detailed calendar is available here: Calendar.
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https://www.oecd.org/en/publications/digital-government-outlook_0496b2bc-en.html
https://www.bruegel.org/first-glance/europe-and-its-allies-must-plan-offset-ai-dependency-risk
https://www.bruegel.org/first-glance/europe-and-its-allies-must-plan-offset-ai-dependency-risk
https://www.omfif.org/2025/09/is-the-us-creeping-towards-a-3-inflation-regime/
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Calendar_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_Economics_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_Economics_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FI_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FI_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FX_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_FX_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_Risky_Assets_e.pdf?v=19Jun26
https://www.the-investment-institute.unicredit.eu/fileadmin/TheInstitute/BottomLine/Forecasts_Risky_Assets_e.pdf?v=19Jun26
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IN CASE YOU MISSED IT THIS WEEK

Date Title Authors
19 Jun Coffee Break Stefan Kolek

» The ramifications of the US-Iran agreement

18 Jun Coffee Break Luca Cazzulani,
»  Rewriting the Fed playbook Marco Valli
17 Jun Short View Tobias Keller

» European bank strength is becoming hard to ignore

17 Jun Coffee Break Tullia Bucco

» EU-China: closing gaps in trade defence

16 Jun Short View Tullia Bucco

> Greece’s recovery: impressive, but incomplete

16 Jun Coffee Break Francesco Maria Di Bella

» BTP Italia Si: the new instrument to counter inflation

15 Jun Central Banks Watch Daniel Vernazza,
Francesco Maria Di Bella,
Roberto Mialich

> FED Preview - Dropping its easing bias

15 Jun Coffee Break Roberto Mialich

» BoJto hike, even in Governor Ueda’s absence

15 Jun Primary Market Focus Francesco Maria Di Bella

»  Weekly Supply Preview — Italy offers new 5Y BTP lItalia Si
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Ledal 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 provided 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 with ledal
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 chande at any time after publication, on the completeness, correctness 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. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changdes in exchangde rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can underdo 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 obtain 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 situation of
the customer and may be subject to changde 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 adainst 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, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imades, 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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