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

ECB holds steady, September rate hike in sight

17 July 2026

Next week, the ECB is expected to keep rates unchanded, leaving the door
open to a 25bp rate hike in September. Meanwhile, Eurozone PMIs should
continue to recover. Hungary’s central bank is likely to cut its key policy rate.

TOP STORIES OF THE UPCOMING WEEK

ECB on hold, waiting until September

We expect the ECB to leave interest rates unchanged next week as policymakers assess the effects of the
25bp rate hike delivered in June. While the Governing Council (GC) is likely to maintain a data-dependent
stance, renewed tensions in the Middle East reinforce our conviction — and that of markets — that the
tightening cycle is not yet over. Eurozone inflation is likely to hover around 3% for the rest of the year and,
with energy prices once again under upward pressure, the GC will probably continue to view risks to price
stability as skewed to the upside. At the same time, economic activity and labour markets have remained
relatively resilient, strengthening the ECB’s confidence that further policy tightening may be required to
prevent the energy shock from feeding into broader and more-persistent inflationary pressures. We continue
to expect a final 25bp rate hike in September, when a fresh set of ECB staff projections will provide the GC with
a more-comprehensive assessment of the medium-term inflation outlook. Barring a further significant escalation
in energy markets, we expect the ECB’s mini-tightening cycle to conclude with the depo rate at 2.50%.

2 Middle East tensions probably weighed on lending activity

Ahead of the ECB meeting, the publication of the Bank Lending Survey for 2Q26 on Tuesday, including
expectations for next quarter, will provide timely insights into euro-area credit conditions amid the fallout
from the Middle East conflict. In the first quarter, banks reported on balance tighter lending standards for
both firms and households, driven by higher perceived risks and lower risk tolerance. A further tightening is
likely to have occurred in the second quarter, reflecting persistent tensions, higher energy prices and increased
funding costs. Loan demand is also expected to have weakened, reflecting lower investment by firms and
reduced spending on durable goods by households amid declining consumer confidence. The survey could
therefore provide further evidence that the conflict has been weighing on economic activity and lending growth.
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3 Eurozone: recovery in PMIs to continue

We expect the July composite PMI to edde up by a further 0.5pp to 50.5. The renewed escalation of tensions
in the Middle East since 7 July is likely to have had only a limited impact on business expectations, despite
the associated rise in oil prices, as concerns about a broader regional conflict and persistent supply disruptions
remained contained. In manufacturing, we expect the ongoing improvement in perceptions of new orders and
output to continue. In services, despite the strong rebound recorded in June, there may still be room for further
improvement in activity, supported by the moderation in price pressures observed in recent weeks and the
resulting improvement in demand conditions. This environment supports a continuation of the positive
corporate earnings revisions that have been observed in recent months. For the first half of 2026, we expect
earnings growth in Europe of around 10% yoy.

4 The NBH may continue with gradual rate cuts

The recent increase in oil and gas prices and the partial reversal of the HUF rally is unlikely to derail the NBH’s
rate-cutting cycle started in June. We expect another 25bp cut next week as the NBH is likely to stick to gradual
steps, bringing the policy rate to 5.75%. While forward guidance from the last MPC meeting committed only
to two additional cuts in July and Audust, as the NBH will reassess the inflation outlook in September, the soft
surprise in the June CPI release and likely only limited pass-through of higher oil and gas prices to consumer
prices due to redulative price controls may keep inflation below 3% until late-2027. The benign inflation
outlook is likely to leave room for the NBH to deliver at least two additional 25bp rate cuts to 5.0% this year,
with potential downside risks if oil prices soften.

QUOTE OF THE WEEK*

“The members of our committee
have no tolerance for persistently
elevated inflation.”

Kevin Warsh, Fed Chair

*Not an endorsement.

WHAT WE ARE READING AND LISTENING TO

The Rising National Debt Means Fewer Jobs, Lower Wades for Yound People »

This Peterson Foundation article argues that America’s rapidly rising national
debt is likely to reduce private investment, resulting in fewer job opportunities
and lower wade growth for younger denerations in the coming decades.

Stablecoins and Fradility in Fixed Exchange Rate Redgimes »

According to this IMF Working Paper, dollar stablecoins can improve access to
foreign currency and price discovery in managed exchange-rate regimes, but
when exchange-rate misalignments are larde they may also amplify coordinated
capital flight and financial instability.

The Korean Levered ETFs Shaking Markets All Around the World »

This Bloomberg 0dd Lots episode explores how the rapid growth of leveraged ETF
trading by Korean retail investors is affecting global equity markets and
increasing market concentration around Al-related stocks.
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DATA AND EVENTS CALENDAR

Date
21 Jul

21 Jul
23 Jul
23 Jul
24 Jul
24 Jul
24 Jul

Country Data Period UniCredit
EZ ECB Bank Lending Survey 2Q -
HU NBH announces key rate (%) - 5.75
(¥4 ECB depo rate (%) - 2.25
EZ ECB refi rate (%) - 2.25
EZ Composite PMI (index) Jul 50.5
EZ Services PMI (index) Jul 499
EZ Manufacturing PMI (index) Jul 51.8

Source: Bloomberg, The Investment Institute by UniCredit
Note: A detailed calendar is available here: Calendar.
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IN CASE YOU MISSED IT THIS WEEK

Date
17 Jul

16 Jul

16 Jul

16 Jul

15 Jul

15 Jul

14 Jul

13 Jul

13 Jul

Title
Coffee Break

» The oil market’s disconnect crude versus fuels

Short View

» Markets still underestimate the return of the materials economy

Market Spotlight

» Sterling to benefit from wind of changde in UK politics

Coffee Break

» Strong earnings meet high expectations

The Compass Checkpoint
> The Al trade

Coffee Break

> Le Pen clear front-runner in French presidential race

Coffee Break

» Reeves to highlight UK vulnerabilities in final speech

Coffee Break

> Japanese pension funds to help reverse JPY weakness

Primary Market Focus

» Weekly Supply Preview — Focus on new Schatz Sep28
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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, imagdes, 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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