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Less pressure to 
raise rates

Key takeaways

Benign economic data reduces the pressure for imminent 
interest rate increases, driving global stock markets to end the 
week higher.

Rate hike expectations reduce

Investors were in a risk-on mood last week as they decided that pressure for an 
interest rate rise had eased. Speaking at the annual central bank forum in Sintra, 
Portugal, the new US Federal Reserve (Fed) Chair Warsh noted that “inflation 
risks have come down” suggesting no urgency to increase rates at the Fed’s 
July meeting. US economic data was also supportive: manufacturing conditions, 
according to the June ISM and PMI indices (indices of economic activity), remained 
at acceptable levels, while consumer confidence rose slightly. US non-farm payrolls 
cooled but remained in ‘Goldilocks’ territory - not too hot or too cold. Payrolls rose 
much less than expected at 57,000 with the prior two months’ data revised down by 
a total of 74,000. The Fed will be watching the payrolls data closely: if it continues to 
cool, it can help to bring down inflation, however, weakening too much may require 
action to boost the economy. US unemployment fell to 4.2% and growth in average 
hourly earnings remained around 3.5% year-on-year. Overall, it appears the US jobs 
market is in better shape than it was last year, despite economic uncertainty, and is 
not overheating. This takes some pressure off the Fed for an imminent rate hike for 
the time being. 

Surging AI costs 

However, there could be a new complication in the battle to reduce inflation with surging 
technology costs from the AI boom. In the past week, Apple and Microsoft raised prices 
on their flagship hardware to counteract higher memory and storage chips costs. An 
AI-related boost could also be a threat to Eurozone inflation, although core inflation in the 
region fell to 2.4% year-on-year in June reducing pressure on the European Central Bank 
for an interest rate hike in July. Lower oil prices over the past month appeared to support 
sentiment raising hopes that the economic fallout of the Middle East conflict on growth 
and inflation may be more benign than originally feared.

Fragile truce

Despite a rocky ride, the interim US/Iran peace deal appears to be holding together 
with the flow of ships through the Strait of Hormuz remaining up from the low point over 
March to June. This in turn has seen oil prices fall to slightly above where they were 
before the conflict began. However, scope for a further fall in the near term may be 
limited as the flow of ships through the Strait remains depressed, the peace deal fragile 
given Iran’s desire to control the Strait, and Iran’s nuclear programme and the Israel/
Hezbollah conflict posing a threat. Prices at the pump in the US and in other countries 
remain elevated and it is unclear whether the June inflation figures, due for release later 
this month, will reflect the latest negotiations.

For more in-depth commentary from our investment team, please see our 
latest Investment Views article and Quarterly Outlook video.

Market moves

Global shares saw strong gains 
over the last week, as inflation fears 
subsided and slower US payrolls 
removed some pressure for a US 
interest rate hike. 

Despite reduced inflation fears, bond 
yields rose slightly (prices fell).

Oil (Brent Crude) is trading around 
$71 a barrel and looks to be 
stabilising around this figure having 
declined approximately 40% from 
the end of April. 

Gold rose as the US dollar fell.

What to look out for this 
week

A key focus this week will be the 
release of the minutes of the recent 
meeting of the US Federal Reserve, 
the first since the new chair, Kevin 
Warsh, took office. The European 
Central Bank will also release its 
June meeting account. 

Midweek will see a raft of economic 
activity data from Germany, 
including factory orders (today), 
industrial production (Tuesday) 
and trade (Thursday). These will be 
closely watched for evidence that 
the government’s significant fiscal 
spending and reform agenda are 
working. 

Elsewhere in China, inflation data for 
June is due on Thursday.

https://wealthandasset.handelsbanken.co.uk/knowledge-hub/latest-thinking/our-latest-investment-views-july-update-2026/
https://vimeo.com/1205406217?fl=pl&fe=cm&turnstile=1.qBBlD1I32eggswoancc30T82hFoG7EnzjQwCpPFAqfelBtMZ1dWfmJ17GTWgfpNeswMLkzbrgttYH2nWxnJfxcQ6YhUXEbJhlaQk8uB7xnXd1WwEMVc04UzaIeOPy_vdB_29DOYE4wUE9dtOlcgFl7a2iySmT6vXcFBWbNrEWdUDqyC-1oU8bixq9W_NxYzee7-ftKZwo_YBtiAJqifpHZNrUF91dIVYw8v4_mHOIghqrp9zKXR1fOIBmLtcx2YHjsf3GQZ85bKG9zcF_mUVk5hpsVky38tSBAF69gkhPI5wJEVYOTI_9nvP9pcNk6dEvUhB9sqlgZ8D-jjpCcPGA9wSFEhhZphpINbAo8e-7belJadBJGaRM0fX4zjS-3gv8bt8C7Fs-RmECEwk2_67iPaM25XfA0VM7dY0X7rdvoiYl55ZJ14qxQcESM6RywKoRq3zt391A04kW5vEqjFISrFq4sehfOI22gbsdIcC1ZgMoA0vK2ye6E7P56yV3USQqOZaYX_nWMmTXMi6VxtB1CD9o7GFci0rHHyTbCNHdnhcf5k1M1a3_Xah_f3wzm02stRCpI7h65HkVaXjdFyd3IsVOyNj9bhMK-dfAYs1Xe1GqE5OeD3RXxaIk9_dnXmoiEdAAn_m9zfYE-a9wS3BsowBkeNaT6bhjUU4AP2hqBs7M0Pt68wuTgrobTwB5CWSaiuDrvawMTgU-qBx7Eun7eNZNLRAIKeFNGYhxK0diMI.zdlP49eJ2IwW8r-kEVKK2w.a4e9bd41fcc203aa96ead7d1efcd36b959ad6f80762f05120b232f63a87ad34a
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