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Hawkish bias likely to remain in place 

Given the risks surrounding the conflict, which directly impact the ECB's inflation target, the ECB 

opted to sound resolute in the face of the challenging outlook. The door has been left open for 

further increases, with markets expecting another 0.25% hike in September. While growth has 

been sluggish across the Eurozone, the ECB wants to act as a brake on inflation, despite the 

risks that rising borrowing costs will have on growth and labour markets. 

Why a more pronounced tightening cycle is unlikely 

Although inflation is above the ECB's target, it has largely stayed in line with its forecasts, and 

the recent rise in core inflation - which excludes volatile items such as energy and food prices -

appears to be driven by temporary services-sector distortions rather than persistent price 

pressures. In contrast to 2022, the last inflation shock, wage growth and labour markets remain 

subdued, reducing the risk of sustained inflation. 

Cautious policy amid mixed signals 

Oil prices staying higher for longer and their broader impacts on goods and service prices, mean 

central banks must be reactive. The Bank of Japan (BoJ) meets on 16 June and is largely 

expected to raise interest rates by 0.25%. The Federal Reserve (Fed) and Bank of England (BoE) 

also meet next week but are expected to keep rates on hold. Relative to the ECB and BoJ, policy 

rates are already higher, giving them more leeway to adopt a wait-and-see approach. 

While policymakers are assessing the impact of higher energy prices, the current environment is 

far removed from the inflation surge seen during the pandemic. Inflation expectations remain 

stable, the labour market is softer, and there is little evidence of the scale of broad-based price 

pressures we have previously seen. As a result, policymakers will likely proceed cautiously with 

policy recalibration, balancing the need to contain inflation against weakening economic 

growth. 

[1] Monetary policy decisions

This communication is provided for information purposes only The information 

presented herein provides a general update on market conditions and is not intended 

and should not be construed as an offer, invitation, solicitation or recommendation to 

buy or sell any specific investment or participate in any investment (or other) strategy 

The subject of the communication is not a regulated investment. Past performance is 

not an indication of future performance and the value of investments and the income 

derived from them may fluctuate and you may not receive back the amount you 

originally invest. Although this document has been prepared on the basis of information 

we believe to be reliable, LGT Wealth Management UK LLP gives no representation or 

warranty in relation to the accuracy or completeness of the information presented 

https://www.ecb.europa.eu/press/pr/date/2026/html/ecb.mp260611~4d41bd5e83.en.html


herein. The information presented herein does not provide sufficient information on 

which to make an informed investment decision. No liability is accepted whatsoever by 

LGT Wealth Management UK LLP, employees and associated companies for any direct 

or consequential loss arising from this document. 

LGT Wealth Management UK LLP is authorised and regulated by the Financial Conduct 

Authority in the United Kingdom. 

About the author 

Jeremy Sterngold 
Deputy Chief Investment Officer 

Jeremy is our Deputy Chief Investment Officer. He sits on the Investment Committee 

and chairs the Fixed Income Committee. His coverage encompasses both rate and 

credit products and works closely with the funds team. 

Investors should be aware that past performance is not an indication of future performance, the 

value of investments and the income derived from them may fluctuate and you may not receive 

back the amount you originally invested. 

LGT Wealth Management UK LLP is authorised and regulated by the Financial Conduct 

Authority (FCA). Registered in England and Wales: OC329392. Registered office: Fourteen 

Cornhill, London, EC3V 3NR. 




