The Investment Institute
by UniCredit

[/

The Bottom Line wraps up the week, highlighting

key events and data releases for the upcoming one.

The US-China balancing act

18 September 2026

Next week, the spotlight will be on the Trump-Xi summit, a key test for the
durability of the trade truce and the broader trajectory of US-China relations.
On the data front, eurozone PMls are expected to show signs of stabilisation
in September. Germany’s final state elections of the year will also draw
attention, providing a snapshot of the country’s evolving political landscape.

TOP STORIES OF THE UPCOMING WEEK

1 Trump-Xi summit: keeping the trade truce alive

Chinese President Xi Jinping is expected to meet US President Donald Trump in Washington on 24 September.
The timing matters: the current US-China trade truce expires on 10 November, putting an extension at the
top of the economic agenda. Without one, the risk of a return to higher US tariffs, tighter US technology
restrictions and renewed Chinese export curbs on critical minerals would rise. In our view, a grand trade deal
remains unlikely. The more realistic objective is to extend the truce and add a few tangible wins for both
sides. In the run-up to the summit, Washington and Beijing have been discussing lower or zero tariffs on
roughly USD 30bn of non-stratedic goods from each side — meaningful, but still far from a comprehensive
trade agreement, which would cover more than USD 400bn in overall bilateral trade. China has already started
generating some pre-summit goodwill by purchasing US soybeans, adding to earlier agricultural
commitments. It was also reported that Xi is bringing a large delegation of Chinese CEOs, which could produce
some smaller corporate deals and investment announcements. For Trump, such deals would come just weeks
before the 3 November midterm elections.
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2 Eurozone composite PMI to broadly stabilise

The euro area composite PMI is likely to record a broad stabilisation in September. We expect it to edge down
to 51.5, from 52.0 in August, as the increase in energy prices triggered by tensions in the Middle East is likely
to take some of the shine off the resilience of new order inflows observed since July. The rise in energy costs
may also interrupt the gradual easing in input price pressures seen since the index peaked in May, although
the pass-through to selling prices is likely to remain limited. Although lower, the PMI reading should remain
above the 50-threshold, pointing to continued economic expansion and supporting risk appetite. Nonetheless,
a broadly stable reading, in line with our forecast, should have little impact on European equities or credit.

3 Germany’s election sprint: the final two stops

After the AfD’s clear victory in Saxony-Anhalt nearly two weeks ago, Germany’s political attention has shifted
to Mecklenburg-Western Pomerania and the city state of Berlin, where voters go to the polls on Sunday. In
Mecklenburg-Western Pomerania, the race has tightened: recent polls put the AfD at 36-38% and the SPD at
32-34%, while the CDU has fallen to 6-7%. The city state of Berlin offers a different and much more
fragmented picture. The latest polls put the Left at 21-23%, narrowly ahead of the CDU at 20-21%, with the
AfD at 17-18%, the Greens at 16% and the SPD at just 10-12%. At the federal level, weak results for the
governing parties would increase pressure on both the CDU/CSU and the SPD to sharpen their political profiles.
However, we continue to expect the coalition to remain stable and the structural reform adenda to stay
broadly on track. The two elections will also close Germany’s state-election calendar for this year. The next
round begins in April, starting with elections in Saarland, Schleswig-Holstein and North-Rhine Westphalia.

4 Italy’s buddet deficit under review

Next week will mark the beginning of an important phase in Italy's buddet process, culminating in the
approval of the draft buddetary plan by mid-October. The process will start with Istat’s annual national
accounts release on 22 September, including updated 2025 general government deficit data for the autumn
notification under the excessive deficit procedure (EDP). In March, Istat estimated the deficit at 3.1% of GDP,
slightly above the 3.0% threshold. A key issue will be the final assessment of capital expenditure related to
building renovation tax incentives, which could affect the deficit outcome. The release will therefore be
important in assessing Italy's chances of exiting the EDP as early as possible and, consequently, reducing the
scale of fiscal consolidation in the coming years. The figures are also likely to attract the attention of Moody’s,
which currently rates Italy at Baa2 with a stable outlook and is due to review the country’s sovereign rating
next Friday.

5 PBoC and SNB: same decision, different logic

The PBoC and the SNB are likely to leave their key rates unchanged, but for different reasons. While weak
domestic demand, sluggish lending and subdued consumer-price inflation in China argue for more support,
targeted fiscal and credit measures remain the preferred tools of policymakers. In Switzerland, meanwhile,
the strong franc has been doing part of the SNB’s tightening job, reducing the need to follow the ECB’s shift
towards tighter policy.

6 NBH may pause cuts and reveal a shift in the policy target

While inflation has remained well below the NBH’s latest forecast from June, the Hundarian central bank may pause
following three consecutive 25bp cuts in the summer, citing both external and domestic factors. Updated inflation
and growth projections will also be published. However, they may not fully capture the recent increase in energy
prices and are likely to assume no chande in fiscal policy, as the government’s fiscal plans for 2027-30 will not be
revealed until October. Besides hawkish risks related to energy prices, we expect the NBH to stress that the
government’s fiscal plans will help determine the scope for further monetary easing, given their implications for
inflation and Hundary’s risk premiums. Further details are also expected on how the gradual shift in the NBH's
official inflation target from 3% towards the ECB’s 2% tardet (expected to take place in two steps) could affect
future policy decisions.
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QUOTE OF THE WEEK*

“l do, | mean I'm relying on Kevin.”

Donald Trump, US President
*Not an endorsement.

WHAT WE ARE READING

Enerdy markets under chokepoint stress: The 2026 Hormuz shock »

This VoxEU column examines the energy shock caused by the disruption of the
Strait of Hormuz and its impact on global oil and gas markets. A key question in
the discussion is how long these buffers can continue to contain price pressures
if the disruption persists.

The 2026 Knesset Elections: Parties, Political Camps, and the Race to Power »

This article from the Arab Center for Research and Policy Studies provides an
overview of the 2026 Israeli elections, focusing on political parties, electoral
blocs and potential coalition dynamics. It also examines how security and the
conflicts in Iran, Gaza and the wider region are shaping the election campaign.

The calculated desperation of Trump-a-palooza »

This FT article argues that, regardless of the outcome of the midterms, Donald
Trump is seeking to reaffirm his dominance within the Republican Party. It also
explores the broader deopolitical backdrop, including the Gulf War and relations
with the BRICS. Finally, it links these developments to the conflict’s implications
for global energy markets.

DATA AND EVENTS CALENDAR

Date Country Data Period UniCredit Consensus Previous
20 Sep GE  Elections in Mecklenburg-Western Pomerania - - - -
and city state of Berlin
21 Sep CH PBC announces 1Y LPR (%) - 3.00 - 3.00
21 Sep CH PBC announces 5Y LPR (%) - 3.50 - 3.50
22 Sep IT Istat releases 2025 annual national accounts - - - -
22 Sep HU  NBH announces key rate (%) - 5.50 - 5.50
23 Sep EZ Composite PMI (index) Sep 515 - 52.0
23 Sep EZ  Services PMI (index) Sep 51.1 - 51.6
23 Sep EZ Manufacturing PMI (index) Sep 52.4 - 52.7
24 Sep CH-US Xi-Trump meeting in Washington - - - -
24 Sep SZ  SNB announces key rate (%) - 0.00 - 0.00

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

FORECAST TABLES
» Economics

> H

> KX

> Risky Assets
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IN CASE YOU MISSED IT THIS WEEK

Date
18 Sep

17 Sep

17 Sep

17 Sep

16 Sep

16 Sep

15 Sep

14 Sep

14 Sep

14 Sep

12 Sep

Title

Coffee Break
> What is behind Japan selling USTs?

The Compass Checkpoint
> National votes, dlobal effects
Coffee Break

> BoJ to hike adain and flag more tightening to come

Central Banks Watch
> A hawkish hike and credibility restored

Market Spotlight

> Brussels’ new policy priorities after the 2026 State of the Union

Coffee Break
> Oktoberfest 2026: has beer-price inflation peaked?

Coffee Break

» America’s oil safety net is running on (almost) empty

Central Banks Watch

» Litmus test for credibility

Primary Market Focus

> Weekly Supply Preview — EU launches first deal after summer LUll,

France offers new 10Y OATei

Coffee Break

» Bond sell-off in the US and eurozone — similarities and differences

Letter from the Editor

» The rise of the shareholder state
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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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