. =
Perspectives SwicLif

Economics Asset Managers

May 2026

Key takeaways

— USA: improvement in the labour market and cyclical industrial recovery supporting growth p. 2
— Germany: survey data signals a clear economic slowdown p.3

— France: consumers very unsettled p.3
— Switzerland: higher public transport fares lead to rise in inflation forecast for 2027 p.4
— United Kingdom: services sector remains resilient for now p.S
— China: growth driven by high-tech exports, effects of Iran war remain limited p.S

Comparison of forecasts

2026 GDP growth 2027 GDP growth 2026 inflation 2027 inflation

Swiss Life Consensus Swiss Life Consensus Swiss Life Consensus Swiss Life Consensus

USA 2.3% 21% Vv 2.0% 2.0% 31% AN 3.2% AN 2.3% 2.4%
Eurozone 1.0% 09% Vv 1.2% 1.3% ¥ 2.3% 2.7% N 1.6% Vv 21% N
Germany 07% Y 07% v 1.3% 1.3% v 25% AN 27% A 1.8% AN 22% AN
France 1.1% 09% v 1.2% 09% V¥ 1.6% N 1.8% A 1.3% 1.6% A
Italy 0.8% 0.5% v 0.8% 07% V¥ 23% AN 2.7% A 1.5% 1.9% A
Spain 2.2% 22% v 1.8% 1.9% ¥ 29% AN 29% A 1.5% ¥ 21% N
United Kingdom 0.9% 06% Vv 1.3% 1.1% v 2.9% 3.1% N 1.9% 2.5% N
Switzerland 1.1% 1.0% ¥ 1.4% 1.4% Vv 0.6% 0.6% N 0.8% A 0.7% N

China 4.7% A 4.6% 4.7% 44% Vv 0.8% 1.0% A 1.0% 1.0%

Arrows indicate change from previous month. Source: Consensus Economics Inc. London, 16 April 2026

Chart of the month

Eurozone: Purchasing Managers' Indices The Purchasing Managers’ Indices (PMI) currently
show a clear divergence between the manufacturing
and services sectors in the eurozone. According to the
April PMI, manufacturing - which is often tied up by
long-term orders and investments - is still experienc-
ing an upswing despite the Iran war. The robust order
situation hints that certain pull-forward effects are oc-
curring at companies as they anticipate potential price
rises while at the same time suggesting that this mo-

mentum is temporary. By contrast, the services sector

2021 2022 2023 2024 2025 2026 is currently proving much more demand-sensitive and
—Services =Manufacturing already seems to be feeling the effects of higher prices

Sources: Macrobond, Swiss Life Asset Managers. Last data point: 04/26

more clearly.

© Swiss Life Asset Management Ltd - Perspectives - Economics Editorial deadline: 28.04.2026 - Page 1/6



USA

Dismal sentiment despite improved labour market
Higher petrol prices weighed on US consumer confi-
dence in April. According to a University of Michigan
poll, it fell to its lowest level since the data series began
in 1952. However, the link with actual consumer
spending is weak. We therefore expect that US house-
holds will try to support their consumption by cutting
back further on their already low savings rates. The fact
that respondents only expect a temporary surge in in-
flation (see chart) makes this appear all the more likely.
Meanwhile, the Purchasing Managers’ Indices showed
a stable order situation even after the outbreak of war.
The cyclical upturn appears to be continuing in the
manufacturing sector in particular. Labour market fig-
ures for March were also encouraging. While employ-
ment growth partly reflected a reversal following a
weak previous month due to strikes and weather, it was
nevertheless well above expectations. The unemploy-
ment rate fell to 4.3%, with the main contributors to
the decline being those categories that suffered most
in the previous year (young people, university gradu-
ates and new entrants to the labour market). It is con-
ceivable that the Al-induced reluctance to hire new em-
ployees was excessive and that additional recruitment
is now required as a result. The recovery in job vacan-
cies for software developers seems to support this hy-
pothesis.

Headline inflation high, core inflation down

In terms of prices, the Iran war in March mainly had
an impact on petrol (+21.5% month-on-month) and
airfares (+2.7%). Otherwise, inflation was weak. Core
inflation, which excludes energy and food, even fell
slightly to 2.6% year-on-year. Second-round effects are
likely to be small due to companies’ weak price-setting
power and low wage pressure. As a result, we do not
expect monetary policymakers to respond to the en-
ergy price shock with interest rate hikes.

USA: University of Michigan consumer sentiment survey
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Eurozone

Manufacturing sentiment surprisingly robust

The latest data show the first effects of the war in Iran
and the sharp rise in energy prices. Consumer confi-
dence in the eurozone fell in April to its lowest level
since the end of 2022. Business surveys also indicate a
deterioration in expectations regarding future busi-
ness trends. While the Purchasing Managers’ Index
(PMI) for the manufacturing sector rose in April, we
expect the increase to be temporary (see chart of the
month). Nevertheless, the order situation improved
slightly in April according to the PMI. Companies in-
dicated that they had built up inventories early in an-
ticipation of higher prices and potential supply bottle-
necks. This contrasts with recent data on industrial
production, which were weak. The services sector, how-
ever, has already experienced a slump in sentiment,
with all demand-related sub-indices now well below
the growth threshold. However, we still expect the im-
pact of higher energy prices on the real economy to re-
main limited and are leaving our 2026 GDP growth
forecast unchanged.

Consumers adjust price expectations

March inflation data also reflect the energy price
shock, especially in the transport category. Not yet
available at the time of writing, the inflation figures for
April should again show the rise in fuel prices. At the
same time, a consumer survey by the European Central
Bank (ECB) reveals a significant increase in inflation
expectations over the next 12 months to 4.0% in March
(from 2.5% in February, see chart). The inflation shock
of 2022 is apparently still affecting consumers. We ex-
pect an inflation rate of 2.4% for 2026.

Eurozone: inflation expectations over the next 12 months
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Sources: Macrobond, Swiss Life Asset Managers Research. Last data point: 03.2026
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Germany

Survey data signals economic slowdown

Although hard economic data is not yet available, Pur-
chasing Managers’ Indices and ifo surveys are already
showing a significant decline, in terms of both the cur-
rent situation and expectations. The downturn is more
pronounced in Germany than in other European coun-
tries. The surveys thus reflect the significant increase
in uncertainty and higher energy prices. The tourism,
transport and logistics sectors are particularly affected.
In addition, uncertainty and the increased risk of pos-
sible interest rate hikes are weighing on sentiment and
order volume in interest rate-sensitive areas such as
real estate and the construction industry.

Oil price rises sharply, gas and electricity prices stable

March inflation data provides a first glimpse into the
price pressure in Germany triggered by the Iran war.
However, not all energy prices are equally affected. Oil
and fuel prices, which quickly feed through to con-
sumer prices and real incomes, rose significantly. By
contrast, gas and electricity prices actually fell slightly
between December and March due to various policy
measures (see chart). They are less directly affected by
the Iran war due to long-term supply contracts and ad-
ministered prices. In addition, European gas markets
are less dependent on the Middle East, while electricity
generation is based to a significant extent on renewable
energies. There has been no discernible impact on non-
energy prices so far, and core inflation remains stable.
The higher energy prices raised headline inflation to
around 2.5% in March. In contrast to 2022, the shock
has occurred in an environment of very low underlying
inflationary pressure, which is why companies have
been reluctant to increase prices so far. Whether this
remains the case ultimately depends on how long the
Iran conflict lasts.

Germany: harmonised energy price indices
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France

Slump in consumer confidence

Consumer confidence plummeted in April. This is
mainly due to higher fuel prices, which brought the is-
sue of the loss of purchasing power back to the fore.
The decline in consumer confidence to its lowest level
since May 2023 can be attributed to the experiences
following the attack on Ukraine and the ensuing infla-
tion shock. At the same time, the consumer confidence
survey also shows that employees are concerned about
the situation on the labour market. In our analysis, this
is the main difference to the situation after 2022 - at
present, the labour market is not witnessing any pro-
cyclical inflationary trends. Sentiment indicators are
currently heterogeneous overall. While the gloomy pic-
ture from the consumer survey is reflected in the Pur-
chasing Managers’ Index for the services sector, there
is no sign of it in the various business sentiment sur-
veys in manufacturing.

Only slight increase in inflation expectations

In April, prices at petrol stations increased by less than
in the previous month. As in other eurozone countries,
our inflation forecast is below consensus expectations.
Our forecast is mainly based on the expectation that
the Strait of Hormuz will be open again by the end of
the year. If this is the case, the oil price is likely to be
significantly below current levels, as suggested by fu-
tures contracts. We also anticipate that second-round
effects of energy component price increases on core
goods and services will be lower than in 2022 and 2023.
In the inflation-linked bond market, the break-even in-
flation rate, i.e. the market-implied long-term average
inflation forecast, has increased only marginally since
March.

France: 10-year break-even inflation expectations derived from
inflation-protected government bonds
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Italy

Industry unimpressed so far

As in most developed economies, the effects of the Iran
war were mainly seen in higher energy prices in Italy in
March, while other inflation remained well anchored.
Thanks to the temporary tax cut of 25 cents per litre
on petrol and diesel, the monthly increase in energy
prices of 4.9% was much lower than in other eurozone
countries. Nevertheless, higher prices also left their
mark on survey data in Italy, with consumer confi-
dence declining significantly in March. On the busi-
ness side - according to the Purchasing Managers’ In-
dex - service companies in particular complained of
lower demand in March, while industrial companies
continued to report good production and orders. In
terms of “hard” production data, Italy was indeed the
only one of the four major eurozone economies that
did not record a decline in industrial production in
February. When this data is combined with the record
number of overnight stays due to the Winter Olympics
in February, we continue to expect solid first-quarter
GDP growth data (figures were not yet available at the
time of writing).

Spain

Higher inflation, stable growth prospects

In Spain too, inflation data for March reflect higher
energy prices, especially in transport costs. Inflation
rose to 3.4% in March, from 2.3% in February - a sig-
nificantly larger increase than we expected. However,
inflationary pressure remained well anchored other-
wise. Core inflation rose only moderately to 2.9% (from
2.7% in February). As in Italy, the reduced VAT rates on
diesel, petrol, electricity and natural gas probably
helped to prevent a stronger increase. However, busi-
ness and consumer surveys indicate a deterioration in
sentiment. Although the Purchasing Managers’ Index
for the services sector rose again in March, the indus-
trial index fell below the growth threshold of 50. The
slowdown was mainly driven by weaker expectations
for future export orders and higher input prices. On
the growth side, we continue to expect a robust picture
for Spain. Anecdotal evidence suggests that a “substi-
tution effect” away from long air journeys is occurring
due to higher prices, which could benefit Spain.
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Switzerland

US tariffs more important than energy price shock

At the moment, there is little reliable data from the real
economy to gauge the Iran war’s immediate effect on
the economy. Solid values from business surveys of
purchasing managers are countered by a sharp decline
in consumer confidence. We still expect the conse-
quences of past and future developments in US tarift
policy to shape the growth outlook more than higher
energy costs. Even though US tariffs are expected to be
raised again from the current 10% to 15%, the agree-
ment reached in November is holding, which reduces
the risk that domestic industrial companies will relo-
cate their production sites. Based on these assump-
tions, the unemployment rate should reach its cyclical
peak by the middle of the year. Domestic growth is be-
ing supported by the Swiss National Bank’s continued
expansionary monetary policy. Positive knock-on ef-
fects can also be expected from the two major German
fiscal packages for infrastructure and defence. The re-
sumption of electricity production at the Gésgen nu-
clear power plant also eliminates a negative factor from
recent quarters.

Price pressure: no comparison with 2022
Year-on-year, producer prices continued to fall in
March, even though higher energy prices had already
been factored into the index. In general, price setting
power is significantly lower than it was during the out-
break of the Ukraine war, so second-round effects, if
any, are likely to be lower than in 2022 and 2023. Nev-
ertheless, we are slightly raising the inflation forecast
for 2027. This is due to tariff adjustments by public
transport service providers of an average of 3.9%. This
price increase will be included in the Swiss Consumer
Price Index (CPI) from December 2026.

Switzerland: producer and import price index
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United Kingdom

Services sector remains resilient (for now)

The first effects of the war in the Middle East are also
filtering through to UK data. The Purchasing Manag-
ers’ Index (PMI) for the manufacturing sector showed
a similar trend to the eurozone in April, with the index
rising to 53.6. According to the PMI report, part of this
strength can be attributed to companies bringing for-
ward purchases because they expect prices to rise in the
coming months. Accordingly, the price sub-indices for
input and sales prices were up significantly. The in-
crease was even stronger in the UK than in the euro-
zone. The decline in the sub-index for future produc-
tion suggests that the industrial strength is unlikely to
last. However, in contrast to the eurozone, the index
for the services sector also showed an improvement.
Companies cited positive momentum from technology
investments and long-term development plans, while
at the same time mentioning lower consumer confi-
dence and higher prices as negative factors.

Energy price effects visible in March data

Inflation data for March already reflects this trend as
well. The increase to 3.3% in March was largely driven
by energy prices, as petrol prices rose by 8.5% and heat-
ing oil prices by as much as 90% compared to the pre-
vious month. Services inflation was also higher -
mainly due to higher transport prices, especially for air
travel. By contrast, core inflation actually fell slightly
in March. Wage cost pressure also continued to ease,
which should counteract any strong second-round ef-
fects on inflation, but the starting point for inflation
before the rise in energy prices was significantly less fa-
vourable than in the eurozone. The market therefore
currently expects two and a half interest rate hikes by
the Bank of England.

United Kingdom: Purchasing Managers' Indices
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China

Shielded from the effects of the Iran war

At 5.0%, China’s economic growth was stronger than
expected in the first quarter. While private households
continue to suffer due to falling property prices and an
uncertain labour market outlook, economic activity is
being supported by robust industrial production in the
high-tech sector and corresponding exports, which
grew by around 15% year-on-year in the first quarter.
The Iran war’s economic impact on China has re-
mained limited so far. The main effects were in higher
import values due to increased commodity prices and
higher import volumes, especially for coal in the con-
text of strategic stockpiling. Nevertheless, Chinese de-
cision-makers are aware of the risks should the conflict
drag on. A protracted war could dampen global de-
mand, jeopardising export momentum, which is cur-
rently a key pillar of growth. In addition, the Middle
East is a major supplier of upstream products for sem-
iconductor manufacturing, including helium and sul-
phur. In this context, China has already announced
that it will ban exports of sulphuric acid from May.

Energy prices weigh on profitability - not inflation
Producer prices recorded a positive year-on-year in-
crease for the first time after 41 months of deflation.
This increase primarily reflects higher input costs due
to the jump in energy prices. As domestic demand re-
mains weak, companies’ price-setting power is limited,
meaning that higher costs cannot be passed on to end
consumers. The cost increases caused by energy prices
in connection with the Iran conflict are therefore re-
flected in falling margins rather than higher consumer
prices.

China: inflation metrics
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