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United Kingdom: inflation accelerates after third consecutive increase

During his exchange with Kristalina 

Georgieva in Bangkok on 16 October, 

Kevin Warsh made no comment on 

monetary policy or the US economy. He 

limited himself to reaffirming the Fed's 

commitment to price stability, recalling that 

it had "withdrawn a dose of 

accommodation" last month, and to 

indicating that he does not prejudge future 

meetings. The markets concluded that 

there was a pause: the probability of a hike 

on 27-28 October, around 27% before his 

speech, has fallen below 15%. Goldman 

Sachs now expects a status quo in 

October, followed by a final hike in 

December.

Recall that the September rise (3,75%-

4,00%) was supported by the 19 members 

of the FOMC, a majority of which saw a 

further hike likely this year. The Reuters 

poll of October 16-20 points in the same 

direction: 94 out of 100 economists expect 

a hold in October, and all expect a hike in 

December.

ECB and Fed: on course for December, no movement in October

➢ BoE UK  inflation accelerates to 3,5% in September, above 

expectations. The market is 95% expecting a 25 bps hike on 5 

November.

➢ Kevin Warsh is not giving any signals on the October and December 

meetings. Markets are only pricing in about a 15% chance of a hike at 

the end of October, down from nearly 85% in December.

➢ ECB Christine Lagarde believes that tighter financing conditions will 

dampen growth and inflation. December is the preferred date for the 

next hike, no movement is expected at the 29/10 meeting.

➢ The BoJ October hike is almost no longer priced in and the central 

bank is expected to maintain rates at the end of October after the hike 

to 1,25% in September.

➢ Energy Brent remains volatile around $110, diesel remains under 

pressure and the ECB remains cautious in the face of the energy 

shock.

Stubborn inflation, tightening central banks

British inflation accelerated to 

3,50% in September 2026.

Figure of the week

3,50%

Kevin Warsh
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Annual inflation in the United Kingdom accelerated to 3,5% in September 

2026, exceeding market expectations (3,4%) and up from 3,1% in August. 

This is the highest since October 2025 (3,6%) and the third consecutive 

increase, after the low of 2,6% in June. Driven by energy, with fuels up 

29,8% year-on-year, the momentum is spreading: core inflation came out 

at 2,8% (2,6% in August) and services inflation at 3,7% (3,4% in August).

The markets have hardly reacted, with the BoE's 25bp hike on 05/11 

already priced in at around 95%. Attention is now focused on what comes 

next: the probability of a second hike by December has fallen to around 

48% (from 58% before the publication), as Andrew Bailey considered the 

second-round effects still limited. The Budget of 28 October also weighs 

on the long end of the curve (10-year Gilt around 5,4%).

BoE: November rate hike confirmed

Source: Bloomberg 22/10/2026



Rate expectations in the euro area remain on an upward 

trend. A 25 bps hike is almost ruled out on 29 October but 

widely expected on 17 December 2026, with an 82.4% 

probability, which would bring the deposit rate to 2,75%. 

Beyond that, the curve continues to rise gradually, with 

nearly 2,9 cumulative hikes by September 2027, a 

tightening consistent with the ECB's rhetoric, which 

remains attentive to second-round effects.

In the United States, markets are not expecting a hike on 

28 October. On the other hand, an increase is widely 

expected for the meeting on 9 December 2026, with an 

84,5% probability. The rest remains on an upward trend, 

with just over 3 cumulative hikes by September 2027. 

Markets then start to price in slight declines from the end of 

2027. The expected tightening remains slightly more 

pronounced in the United States than in the eurozone.

- 2 -

“ ”

Source: Bloomberg 22/10/2026

"Financing conditions have tightened."

Christine Lagarde, 17/10/2026

ECB        FED

ECB: December favoured, Lagarde bets on the effect of tighter financial conditions
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BoJ: Kazuo Ueda prepares the ground for further hikes

On 16 October in Bangkok, on the sidelines of the IMF meetings, Bank of Japan Governor 

Kazuo Ueda confirmed that the BoJ would continue to raise rates as core inflation approaches 

2%, as financial conditions remain accommodative. He said that stabilising inflation around 

target had become more important than before, as monetary policy was entering a new 

phase. However, he gave no clues about the meeting on 29-30 October, at which the Council 

will discuss a possible revision of its assessment of core inflation.

The timing and pace of future hikes will depend on the impact of the currency, AI-related 

demand and the Middle East on prices. After September's hike to 1,25%, markets are pricing 

in only about a 2% chance of an upside in October, but close to 75% for the December 18 

meeting. The yen is trading around 158 to the dollar.

In Bangkok, ECB officials left the October option open but 

steered markets towards December 17, the date of new 

projections. They want to maintain a quarterly pace of 

hikes. 

Gediminas Simkus, Chairman of the Board of Directors of 

the Bank of Lithuania, stressed that it is preferable to 

decide when the maximum amount of data is available, 

while recalling that the October meeting exists. 

Joachim Nagel said that the work was not done and hinted 

at a further tightening, while Olli Rehn, former vice-

president of the European Parliament, insisted on vigilance 

in the face of the effects of the second round.

On 17 October, Christine Lagarde stressed that financing 

conditions had tightened, with a notable rise in long-term 

rates since the September meeting. According to her, this 

will weigh more than expected on growth and on the 

transmission of price increases to consumers. Eurozone 

inflation climbed to 3,8% in September, its highest level in 

five years, compared to 2.5% excluding energy and food.

On the economic side, the euro zone's ZEW expectations 

for investors' and analysts' 6-month expectations fell to 18,5 

(25,8 the previous month) and German producer prices 

rose by 6,7% year-on-year.



Increase in the price of a barrel of Brent oil 

since the beginning of September 2026
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Energy: oil remains under pressure, price dynamics remain uncertain

China | Loan reference rates are

unchanged at 3,00% (1Y) and 3,50% (5Y)

Germany | ZEW down to 28,1 (30 expected), the 

economy is slowly emerging from stagnation

News Agenda

Brent crude is trading around $110 a barrel, after a 5-month 

high close to $112 on October 20. It has fluctuated between 

$97 and $112 since the beginning of October, according to 

attacks on ships in the Strait of Hormuz and rumours of talks 

with Iran. However, flows remain robust: according to Kpler, 

they would have exceeded their pre-war levels at the end of 

September. Diesel, close to its all-time highs, remains the 

product under the most pressure.

The US Energy Administration (EIA) raised its forecast for the 

fourth quarter by $14, to $105 on average, with a return to 

around $84 in 2027. This trajectory is consistent with the 

ECB's message, which expects inflation to be "well above 

target" until the first half of 2027, and then to return to 2% by 

the end of 2027. For central banks, the difficulty is twofold: 

they cannot ignore a shock of this magnitude, but Christine 

Lagarde reminds us that rates will not move "in line" with 

energy prices. Hence the scenario of a gradual tightening, 

meeting by meeting.
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