
 

 
◆ The Middle East conflict is increasingly feeding through to 

inflation, particularly energy related components… 

◆ …leading to weaker business and consumer survey data, but 

hard data are still holding up for now 

◆ We expect rate hikes in the eurozone, UK and Japan while 

the US is likely to be in wait-and-see mode  

We are now more than 100 days into the US-Iran conflict, and its effects are now 

showing up in the inflation data. While a framework deal was agreed at the end of May 

for a 60-day ceasefire, to allow negotiations on Iran’s nuclear programme (BBC, 31 May 

2026), air strikes between Iran and Israel continue. It is unclear at the time of writing 

when a final agreement will be reached. For the global economy, the key uncertainty is 

how quickly the Strait of Hormuz can reopen, but even if a reopening happens soon, 

there will still be scars through commodity markets for some time.  

Cost pressures 

Oil shipments through the Strait of Hormuz remain limited and the IEA has flagged the 

risk of oil inventories running out soon. That poses substantial upside risks to oil prices. In 

the CPI data across the world we’ve had for April and May, we can see a clear rise in 

energy-related components – such as retail petrol prices, air fares, and broader 

household energy prices – but core (non-transport) inflation has been much more 

subdued. In addition, the heightened risk of El Niño could add further pressure to food 

prices and help to keep headline inflation elevated for several more months. We continue 

to watch for signs of the clear cost pressure for businesses, as evident in the PMI 

surveys (charts 1 and 2), being passed on in more broad-based inflation. 

   

1. Cost pressures are clearly building for 
firms… 

 2. …particularly in the US and UK 
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Meanwhile, survey indicators such as PMIs, and other business and consumer sentiment 

measures, point to weaker confidence, signs of front-loading, and subdued demand conditions.  

Robust hard data 

However, hard data have yet to reflect this slowdown in many countries, particularly the US, 

where consumption and the labour market appear resilient. Q1 GDP data across the world was 

reasonably strong, buoyed by a combination of consumption, and AI-related investment and exports 

(particularly in Korea, Taiwan, and the US). This is likely to be the calm before the storm, with the 

impact of the supply chain and inflation shocks from the Middle East yet to hit much of the activity 

data, particularly in Southeast Asia. Activity has slowed in mainland China, and weak domestic data 

are at odds with a rebound in exports. Still, plans to expand public services access to migrant 

workers should give a boost to consumption in the medium term. 

   

3. Q1 GDP in the US remained robust, still 
driven by AI investment…  

 4. …while consumption is holding up well 

 

 

 
 

Rate hikes 

These dynamics have complicated the policy outlook. Central banks in Australia, Norway, Indonesia, 

and the Philippines have already raised policy rates. We expect other major central banks, such as 

the European Central Bank, Bank of England, and Bank of Japan, to follow. By contrast, the US 

Federal Reserve is likely to remain in wait-and-see mode, with a close eye on the data. 

   

5. The European Central Bank is likely to 
lift rates in June… 

 6. …and the Bank of England is likely to 
hike twice, starting in July 

 
Source: Bloomberg, Latest data: 8 June 2026. Note: OIS = Overnight 
Index Swap 

 

 
Source: Bloomberg, Latest data: 8 June 2026. Note: OIS = Overnight 
Index Swap 
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Key recent releases 

Date Market Release Period Actual Consensus 
expectation 

Prior Actual vs. 
Consensus 

14 May UK GDP (% y-o-y) Q1, flash 1.1 0.8 1.0  

18 May Mainland China Industrial production (% y-o-y) Apr 4.1 6.0 5.7  

18 May Mainland China Retail sales (% y-o-y) Apr 0.2 2.0 1.7  

20 May UK CPI (% y-o-y) Apr 2.8 3.0 3.3  

1 Jun US ISM manufacturing (Index) May 54.0 53.0 52.7  

2 Jun Eurozone HICP (% y-o-y) May, flash 3.2 3.2 3.0 ➔ 

3 Jun US ISM services (Index) May 54.5 53.8 53.6  

5 Jun US Unemployment rate (%) May 4.3 4.3 4.3 ➔ 

5 Jun US Nonfarm payrolls, monthly change (000s) May 172 85 179  

Source: Bloomberg, HSBC 

 Positive surprise – actual is higher than consensus,  Negative surprise – actual is lower than consensus, ➔ Actual is in line with consensus 

 
 
 

Key upcoming events 

Date Market Release Period 

16 Jun Mainland China Retail Sales May 
17 Jun UK CPI May 
18 Jun UK Bank of England interest rate announcement - 
18 Jun US Federal Reserve interest rate announcement - 
19 Jun UK Retail Sales May 
22 Jun Mainland China People’s Bank of China interest rate announcement Jun 
23 Jun EU / UK / US PMIs Jun 
30 Jun Mainland China NBS Manufacturing PMI Jun 
30 Jun UK GDP Q1 
1 Jul Eurozone HICP Jun 
2 Jul US Non-Farm Payrolls Jun 

Source: LSEG Eikon, HSBC 
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Disclosure appendix 

Important disclosures 

1 This report is dated as at 09 June 2026. 

2 All market data included in this report are dated as at close 08 June 2026, unless a different date and/or a specific time of 

day is indicated in the report. 

3 HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its 

Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of 

Research operate and have a management reporting line independent of HSBC's Investment Banking business. 

Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses 

to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund. 
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it believes to be reliable but it has not independently verified such information. The contents of this document are subject to change without notice. HBAP and the Distributors are not responsible 
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responsible for such use or reliance by you. You should consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. You should not 

reproduce or further distribute the contents of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to any jurisdiction where its 
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Singapore 

In Singapore, this document: 

• has not been reviewed by any regulatory authority in Singapore or any other jurisdiction.  

• is issued by HSBC Bank (Singapore) Limited (the "Bank") in the conduct of its business in Singapore and is for general information. 
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could face legal action. 
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about future events, but these are just predictions and not promises nor guarantees of future performance or events. Actual results might turn out differently due to various reasons. The Bank is 

not responsible for updating these predictions or explaining why actual results could differ from those predictions. 

• does not create any contracts and isn’t meant as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction where it is not legal. Investments 

can increase or decrease in value, and you might not get back the amount you initially invested. Investments come with market risks, so it is important to read all investment-related documents 

carefully. The opinions shared are from the HSBC Global Investment Committee at the time of creating this document or video and reflect its global perspective, which might differ from local views 

of the Bank. These opinions can change anytime and might not match HSBC Asset Management‘s current portfolios’ composition. HSBC Asset Management manages individual portfolios based 

on each client’s objectives, risk preferences, time horizon, and market conditions. 

• has not been created following legal requirements for independent investment research and is not subject to any prohibition on dealing ahead of its dissemination. 

• is not meant to offer accounting, legal or tax advice. Before making any investment decision, consider consulting a financial adviser. If you decide not to seek advice, carefully assess if the 
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In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN”) to its customers for general reference only. This document is not, and is not intended to be, for 

the purpose of providing securities and futures investment advisory services or financial information services, or promoting or selling any wealth management product. This document provides all 

content and information solely on an "as-is/as-available" basis. You SHOULD consult your own professional adviser if you have any questions regarding this document. 
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Important information on sustainable investing 

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to 

varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes. 

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market benchmarks. 

In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and 

sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.  

HSBC may rely on measurement criteria devised and/or reported by third party providers or issuers.  HSBC does not always conduct its own specific due diligence in relation to measurement 

criteria. There is no guarantee: (a) that the nature of the sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b) that 

the stated level or target level of sustainability impact will be achieved. 

Sustainable investing is an evolving area and new regulations may come into effect which may affect how an investment is categorised or labelled. An investment which is considered to fulfil 

sustainable criteria today may not meet those criteria at some point in the future. 
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