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Weekly Highlights

Inflation anxiety on the rise again amid Iran re-escalation.

Global: Manufacturing
Strong, Services
Relatively Soft
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Global: Manufacturing
PMI Index (June)

52.2

Still near multi-year high.

US: New Home Sales ECB: Main Refinancing
(Jun, thous, saar) Rate

628 2.4%

Better, not yet good. As expected.

CA: Headline CPI (Jun, UK: Headline CPI (Jun,
m/m) m/m)

2.8% 2.6% 4.3%

Slightly below expectations. June is likely the low point for Labor market weakening
inflation. continues.

UK: Average Weekly
Earnings (May, 3-month

yly)

JP: CPI Inflation (Jun, JP: Core CPI Inflation
yly) (Jun, yly) (Jul, prelim)

1.7% 1.7% 54.7

Easy base effects. New local low. Solid.

JP: Manufacturing PMI

We have repeatedly highlighted in these pages how the US economy is becoming
increasingly K-shaped, not just within the consumer space (low-income vs well-to-
do), but also across investment segments (housing vs Al-related). A similar
performance divergence exists at the global level across manufacturing and
services industries.

Global manufacturing is booming, reflecting the ongoing Al enthusiasm. The global
purchasing managers’ index (PMI) for manufacturing eased modestly in June, but
remains near multi-year highs at 52.2. The current upturn in global manufacturing
activity is the strongest since the post-reopening boom and, prior to that, 2017-18.

By contrast—though not entirely surprising given the Iran war—global services
activity remains soft relative to history. To be fair, the rates of expansion are not
that different between the two sectors, but given the stronger default baseline for
services, this registers as weakness. It is likely to persist for a while given
geopolitical uncertainties.
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Figure 1: Global Manufacturing OK, Services Softer
Difusion Index
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Sources: Macrobond, SSGA Economics, S&P Global

BoE: Set To Hold Again The recent rise in energy prices will almost certainly draw the MPC’s attention, but
the bigger question is whether this shock is feeding through into broader price
pressures. For now, there is little evidence that it is, which should give the
Committee enough comfort to keep Bank Rate unchanged at 3.75% next week.

The latest inflation data reinforce that message. Headline CPI eased to 2.6%yl/y in
June from 2.8% in May, mainly driven by sharp decline in petrol prices. Food
inflation also remained contained, while services inflation measure moved lower
again, which is an important signal for policymakers focused on domestic price
persistence.

Figure 2: UK Inflation Surprised on the Downside in June
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Eurozone: ECB on Hold
(For Now)
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Even so, June is likely to mark the low point for inflation. July’s Ofgem price-cap rise
should lift headline inflation again, while the VAT holiday on electricity bills is likely
to be outweighed by higher wholesale energy costs after renewed Middle East
tensions.

Against that backdrop, the labor market offers the MPC a more reassuring signal.
Conditions remain soft enough to limit the risk of second-round inflation effects. The
unemployment rate stayed at 4.9% in May, while vacancies were broadly
unchanged at 712k in the three months to May. Wage growth also softened, with
average earnings growth on a three-month annualized basis easing to 4.3% in May,
from 4.4% in April. Regular private sector pay growth edged down from 3.0% to
2.9%, offset by stronger regular public sector pay growth, which rose from 5.1% to
5.5%.

It came as no surprise that the ECB Governing Council left policy interest rates
unchanged at this week’s meeting. The crosscurrents influencing the outlook are
numerous and contradictory. But in essence, President Lagarde described the
situation as “back to the baseline”. This required no immediate action, but requires
intense observation focused on the intensity, durability, and transmission channels
form the renewed flare up of the Iran conflict.

The good news, allowing the Governing Council to unanimously support leaving
interest rates unchanged at this meeting, is that “we are not seeing second-round
effects.” For now, that is. Meanwhile, there is evidence of softening wage inflation,
which we ourselves have highlighted as a key reason why the ECB need not be
aggressive in tightening policy.

Figure 3: Eurozone Wage Inflation Is Fairly Contained
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Perhaps the most important message from the press conference is that “the burden
of proof is on data, as simple as that”. There will, indeed, be a lot of data still to
come before the September 10 meeting. The market is pricing a near 90% chance
of another rate hike then. Whether in September or later, we do also expect another
rate hike to come...even though we disagree on the need for it.
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Week in Review A summary of macro data releases from the past week.

Country | Release (Date, format) Consensus | Actual | Last Comments

Monday, Jul 20

us Leading Index (Jun, m/m) -0.1% -0.2% 0.1% Weak but not really relevant.
CA CPI (Jun, yly) 2.9% 2.8% 3.2% Lower than expected.
Tuesday, Jul 21

UK Average Weekly Earnings (May, 3-month y/y) 4.5% 4.3% 4.4% Soft.

UK ILO Unemployment Rate (May, 3-month) 4.9% 4.9% 4.9% Stable.

GE ZEW Survey Expectations (Jul) 15.3 26.3 10.5 Welcome, but will likely relapse.
Wednesday, Jul 22

us MBA Mortgage Applications (Jul 17) n/a 1.9% -2.7% Weak overall.

UK CPI (Jun, yly) 2.7% 2.6% 2.8% Lower than expected.

AU Unemployment Rate (Jun) 4.4% 4.4% 4.4% Steady.

Thursday, Jul 23

us Initial Jobless Claims (Jul 18, thous) 211 187 209 Incredibly low.

us Continuing Claims (Jul 11, thous) 1,810 1,796 1,798 Very low.

CA Retail Sales (May, m/m) 1.0% 1.0% 0.4%(]) As expected.

EU ECB Interest Rate Decision 2.40% 2.40% 2.40% As expected.

Friday, Jul 24

us New Home Sales (Jun, thous) 606 628 618 (1) Better, but far from great.

us Building Starts (Jun, final, thous) n/a 1,427 1,199 Much better!

UK GfK Consumer Confidence -22.0 -17.0 -23.0 Improved.

UK Core Retail Sales (Jun, m/m) -0.4% 1.1% 1.2% Strong but unlikely to last long.
UK Manufacturing PMI (Jul, prelim) 52.0 52.8 52.5 OK.

UK Services PMI (Jul, prelim) 494 51.8 48.8 OK.

GE GfK Consumer Confidence (Aug) -28.5 -29.6 -29.3(]) Persistently soft.

GE Manufacturing PMI (Jul, prelim) 50.5 52.2 50.3 Welcome uptick, but will it last?
GE Services PMI (Jul, prelim) 49.0 49.6 48.6 Soft.

FR Manufacturing PMI (Jul, prelim) 51.0 50.0 51.2 Uninspiring.

FR Services PMI (Jul, prelim) 47.5 49.8 46.8 Soft.

JN Natl CPI (Jun, yly) 1.7% 1.7% 1.5% Strong base effects.

JN Manufacturing PMI (Jul, prelim) n/a 54.7 54.8 Strong!

JN Services PMI (Jul, prelim) n/a 51.9 52.2 OK.

Source: data, Bloomberg®; for commentary, SSGA Economics.

About State Street At State Street Investment Management, we have been helping create better

Investment Management outcomes for institutions, financial intermediaries, and investors for nearly half a
century. Starting with our early innovations in indexing and ETFs, our rigorous
approach continues to be driven by market-tested expertise and a relentless
commitment to those we serve. With over $6 trillion in assets managed*, clients in 60
countries, and a global network of strategic partners, we use our scale to deliver a
comprehensive and cost-effective suite of investment solutions that help investors get
wherever they want to go.
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*This figure is presented as of June 30, 2026 and includes ETF AUM of $2,203.98 billion USD of which
approximately $156.81 billion USD in gold assets with respect to SPDR products for which State Street Global
Advisors Funds Distributors, LLC (SSGA FD) acts solely as the marketing agent. SSGA FD and State Street
Investment Management are affiliated. Please note all AUM is unaudited.
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Marketing Communication
Important Risk Discussion

Investing involves risk including the risk
of loss of principal.

All information is from SSIM unless
otherwise noted and has been obtained
from sources believed to be reliable, but
its accuracy is not guaranteed. There is
no representation or warranty as to

the current accuracy, reliability, or
completeness of, nor liability for,
decisions based on such information,
and it should not be relied on as such.

The information provided does not
constitute investment advice and

it should not be relied on as such.

It should not be considered a
solicitation to buy or an offer to sell a
security. It does not take into account
any investor's particular investment
objectives, strategies, tax status or
investment horizon. You should consult
your tax and financial advisor.

The trademarks and service marks
referenced herein are the property of
their respective owners. Third party
data providers make no warranties or
representations of any kind relating to
the accuracy, completeness or
timeliness of the data and have no
liability for damages of any kind relating
to the use of such data.

The whole or any part of this work may
not be reproduced, copied, or
transmitted or any of its contents
disclosed to third parties without SSIM’s
express written consent.

The views expressed in this

material are the views of SSIM
Economics Team through the period
ended July 24, 2026, and are subject
to change based on market and other
conditions. This document may contain
certain statements deemed to be
forward-looking statements. All
statements, other than historical facts,
contained within this document that
address activities, events or
developments that SSIM expects,
believes or anticipates will or may occur
in the future are forward-looking
statements. These statements are
based on certain assumptions and
analyses made by SSIM in light of its
experience and perception of historical
trends, current conditions, expected
future developments and other factors it
believes are appropriate in the
circumstances, many of which are
detailed herein. Such statements are
subject to a number of assumptions,
risks, uncertainties, many of which are
beyond SSIM’s control. Please note
that any such statements are not
guarantees of any future performance
and that actual results or developments
may differ materially from those
projected in the forward-looking
statements.
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accordance with the Markets in
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(2014/65/EU) or applicable Swiss
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on dealing ahead of the
dissemination of

investment research.
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