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Key takeaways

— USA: The rise in long-term interest rates reflects fiscal concerns and is weighing on the housing market p2
— Germany: Stronger-than-expected exports drive growth p.3
— France: Improved industrial sentiment p3
— Switzerland: Strongest quarterly growth since 2021 p4
— United Kingdom: Solid GDP growth in second quarter, but slowdown expected p.S
— China: The high-tech boom cannot currently offset the weakness in the Chinese economy p.S

Comparison of forecasts

2026 GDP growth 2027 GDP growth 2026 inflation 2027 inflation
Swiss Life Consensus Swiss Life Consensus Swiss Life Consen- Swiss Life Consen-

USA 2.1% 22% N 2.0% 22% N 3.3% 33% 2.3% 23%

Eurozone 0.8% 0.7% N  1.2% 1.2% 28% AN 28% N 1.9% AN 23% A
Germany 1.0% 08% N 1.3% 1.1% 27% N 2.7% 2.0% A 2.3%

France 07% Vv  0.6% 1.2% 0.9% 20% N 21% 1.6% AN 1.8% AN
Italy 0.9% 0.7% N 0.8% 0.7% AN 2.7% 2.8% 1.6% 2.1%

Spain 2.4% 25% N 1.8% 1.9% 32% AN 3.2% 1.8% 2.5% N
United Kingdom 1.1% A~ 1.0% AN  1.0% 1.0% 3.0% 3.1% 2.1% 2.7%
Switzerland 19% AN 1.1% 1.4% AN 1.3% 0.4% 0.5% v 0.8% 0.7%
China 45% V¥ 46% Vv 47% 4.5% 08% Vv 1.0% 1.1% 1.1%

Arrows indicate change from previous month. Source: Consensus Economics Inc., London, 13 August 2026

Chart of the month

Rhine level at Kaub The last few weeks have been particularly hot in Eu-
rope, with little rainfall. The closely-monitored water
level of the Rhine at Kaub briefly fell below ten centi-
metres in mid-August, causing freight transport on the
Rhine to come to a near standstill. This triggered con-
cerns in particular for the German chemical industry,
which is heavily dependent on the Rhine transport
route, and temporarily pushed fuel prices higher. In

Metres

the meantime, the situation has eased somewhat. Nev-
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Days
2026 (current level: 0.68 m)-- Mean 1990 - 2025 for manufacturing do not signal a slowdown. Instead,
Range of observations 1990 - 2025 (lowest / highest) they painted a robust picture in August, including in

Sources: Macrobond, Swiss Life Asset Managers Research. Last data point: 25.08.2026

Germany.
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USA

Fiscal worries have grown

Although US key interest rates have remained un-
changed so far this year, overall US financial condi-
tions have become somewhat looser. The equity mar-
ket boom and recently the weaker USD have
contributed to this. One exception is the rise in long-
term interest rates, which has significantly tightened
financial conditions in the US mortgage market this
year. The interest rate on a 30-year mortgage, the
standard vehicle used to finance US homes, has risen
to 6.7%. Housing market data in the US remains corre-
spondingly weak, and the high interest rates are also a
political mortgage for the government. The rise in
long-term interest rates reflects not so much inflation
concerns as rising real interest rates due to the precar-
ious fiscal situation, which monetary policy can do lit-
tle to address. The US Treasury Secretary is trying to
limitlong-term interest rates by buying back long-term
bonds financed by issuing short-term securities. This
provides short-term relief at best but does not solve the
problem of structural deficits. The fiscal situation is
temporarily deteriorating due to repayments of ille-
gally imposed tariffs (see chart). We also do not believe
that there is a realistic political scenario for the upcom-
ing mid-term elections that would lead to a tightening
of fiscal policy, justifying a corresponding risk pre-
mium for US government bonds.

US Federal Reserve adopts a wait-and-see approach
Headline and core inflation fell further in July, to 3.4%
and 2.5%, respectively. This means that, although the
figures are above the Federal Reserve’s 2% target, the
momentum over the past three months has probably
been weak enough for the Fed to leave key interest rates
unchanged and first await the outcome of methodo-
logical changes to the inflation data, the findings of
the working groups that have been established and fur-
ther geopolitical developments.

US federal government receipts: customs duties (annualised)
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Eurozone

Gas prices back in focus

The energy situation remains tense. European gas stor-
age stocks have fallen to their lowest summer level in
almost two decades, as a result of the impact of the Iran
war and intensified global competition. At the same
time, gas prices have risen again. What matters now is
how strongly this development affects inflation in the
eurozone. The energy component of the eurozone con-
sumer price index performs very differently across
member states, both in terms of the speed and extent
to which higher energy prices are passed on. This is due
to differences in the energy mix, regulatory framework
conditions, tariff structures and state interventions. In
Spain, higher wholesale gas prices have an almost di-
rect impact on consumer prices. As a result, the coun-
try has the highest energy inflation amongst the four
largest economies in the eurozone at 10.1% in July. In
Germany, by contrast, price changes are passed on with
a significant delay, as utilities often procure gas and
electricity through forward contracts entered into over
the previous 12 to 24 months. Due to the recent in-
crease in gas prices, we have raised our energy inflation
forecast slightly and thus also revised upwards our in-
flation forecast for this year. For 2027, however, we still
expect inflation to be significantly lower than consen-
sus, as we do not expect significant second-round ef-
fects.

Manufacturing signals resilience

Despite higher energy prices, the Purchasing Manag-
ers’ Index (PMI) for manufacturing does not indicate a
deterioration in sentiment. On the contrary, it in-
creased significantly in August. Another positive sign
is that the improvement is broad-based and extends
across several sub-components.

Europe: gas storage (% full)
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Germany

Stronger-than-expected exports boost economy

The German economy is continuing its recovery. Sec-
ond-quarter growth was recently corrected upwards to
0.3%, meaning that the German economy has grown
robustly for the third consecutive quarter - despite
higher energy prices and geopolitical uncertainty.
However, the composition of this growth is notewor-
thy. At the beginning of the year, we expected rising
real wages, falling inflation and a stabilisation of the
construction industry to make the domestic economy
the most important growth driver. In fact, most of the
momentum in the first half of 2026 stems from foreign
business. The chemical industry and manufacturers of
electrical equipment, in particular, were able to in-
crease their production. While exports surprised posi-
tively, the domestic economy disappointed. Private
consumption remained subdued due to increased un-
certainty despite rising incomes. The weakness in in-
vestment is even more striking: investment in equip-
ment declined despite growing economic output. In
addition to geopolitical risks, doubts about the me-
dium-term competitiveness of Germany as a business
location are also likely to play a role. The upswing thus
remains dependent on foreign demand. The decisive
factor will be the extent to which the impetus from ex-
ports and government investment will also extend to
consumption and investment in the future.

Gas prices remain low, but price pressure is mounting
Since the start of the Iran war, inflation has been
driven almost exclusively by more expensive oil prod-
ucts, while gas prices even fell slightly thanks to long-
term purchase contracts. Due to the empty storage fa-
cilities and the continuing closure of the Strait of Hor-
muz, we also expect a significant rise in gas prices in
Germany in the coming months, which will create ad-
ditional inflationary pressure in the medium term.

Germany: Domestic demand and exports
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France

Robust manufacturing survey data

The multiple heat waves of recent weeks and a decline
in visitors from the Middle East and Asia are weighing
on service-sector businesses. The Purchasing Manag-
ers’ Index (PMI) for the services sector has remained
below the 50-point growth threshold every month
since the start of the year. At the end of a memorable
summer, however, survey data on the state of the man-
ufacturing industry brought a few positive surprises.
Both the manufacturing PMI and the business survey
conducted by the statistical office INSEE showed an
upward trend for August. Preliminary data for the PMI
points to improved domestic demand. This paves the
way for a slight acceleration in economic momentum
in the third quarter, as weak growth in the first half of
the year was mainly due to caution in the manufactur-
ing sector. This is reflected in declining investment in
equipment and inventory reductions. As a result of this
caution, France’s GDP stagnated in the first half of the
year. We expect the gross domestic product to grow by
0.3% in each quarter of the second half of the year. The
resulting growth forecast for the full year 2026 is
slightly above consensus expectations. We contributed
the most optimistic forecast to the Consensus Eco-
nomics survey for 2027.

Inflation under control

Even if the economy is picking up speed, the expected
growth rate over the coming quarters will remain be-
low the long-term potential of the French economy.
Apart from higher energy prices, this does not create
serious inflationary pressure. The inflation rate will re-
turn to below 2% from March 2027.

France: Purchasing Managers’ Indices PMI
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Italy

Booming labour market

The Italian labour market’s success story continued in
the first half of 2026. At 5.3%, the unemployment rate
reached a new low in recent Italian history in May
2026. In June, it rebounded to 5.7%, but the data is
quite volatile, and we see no evidence that the long-
standing structural downward trend should come to a
halt. The decline in the unemployment rate is largely
driven by southern Italy at a regional level, broadly
based across age groups and, encouragingly, is not the
result of lower labour force participation, but of rising
employment. Here, the construction sector continues
to stand out as a driver of employment. There has been
a changing of the guard on the investment side. The
residential construction investment boom collapsed at
the end of the “superbonus programme”, which pro-
vided tax incentives for renovations, but has recovered
since the end of 2024. By contrast, the momentum for
other construction has slowed - probably because the
NextGenEU programme is coming to an end.

Spain

A successful start to the third quarter

Following strong growth in the second quarter, the
third quarter also got off to a good start. The Purchas-
ing Managers’ Index for the services sector climbed to
one of its highest levels in almost five years in July and
at 58.3 is well above the expansion threshold of 50. One
of the decisive factors was the strong rise in new busi-
ness. According to the press release, companies hired
additional staff given robust demand and positive
business prospects. The Purchasing Managers’ Index
(PMI) for the manufacturing sector also rose in July
and again exceeded the growth threshold at 50.2. How-
ever, the increase was mainly driven by a decline in the
price components, while most sub-indices continue to
point to weak fundamentals. Both production and in-
coming orders fell again. Survey respondents also
pointed to the persistently high level of uncertainty,
which had led to price and supply chain fluctuations.
For Spain, we continue to expect robust economic
growth of 2.4% in 2026, driven by strong private con-
sumption and persistently high tourism revenues.

© Swiss Life Asset Management Ltd - Perspectives - Economics

Switzerland

Strongest GDP growth since 2021

According to the flash estimate for Switzerland’s real
GDP (“flash GDP”) published by the State Secretariat
for Economic Affairs (SECO), the Swiss economy is ex-
pected to grow by 1.5% in the second quarter of 2026.
Growth is thus much stronger than expected. This es-
timate by SECO is the result of experimental statistics
based on available data on the production side. It
therefore says something about the source of growth,
which is mainly to be found in the strong increase in
production in the chemical and pharmaceutical sec-
tors. On 3 September, we will know from data on the
expenditure side where the increase in production
went (domestic consumption, exports, investment or
inventory build-up). Only then can the quality and sus-
tainability of this growth surge be better assessed.
There is a need for clarification, for example, regarding
whether the high pharmaceutical production is due to
renewed front-loading effects as companies fear tarift
measures by the US. However, it can be assumed that
the domestic economy will continue to be supported
by the SNB’s expansionary monetary policy. For the
time being, the available data has prompted us to sig-
nificantly revise upwards our growth forecast for the
full year 2026. However, the rapid pace of the second
quarter will not be maintained.

Still no signs of inflationary pressure

The recent economic growth is above our estimate of
the growth potential of the Swiss economy. If domestic
demand were to continue to grow at this rate, it would
result in signs of overheating. In such a scenario, infla-
tion risks should be considered. However, we still do
not see any. Second-round effects in response to higher
energy prices have so far failed to materialise at both
producer and consumer levels.

Switzerland: Flash GDP (SECO flash estimate of GDP growth,
adjusted for effects of sporting events)
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United Kingdom

Second quarter surprised on the upside

The UK economy grew more strongly in the second
quarter than we had expected. GDP grew by 0.4% com-
pared with the previous quarter, driven exclusively by
the services sector, while industrial production stag-
nated. On the expenditure side, private consumption
made the largest contribution to growth. At the same
time, business investment also picked up significantly.
Investment in information and communication tech-
nologies (ICT) was particularly dynamic. According to
the national statistics office, this was mainly due to
higher investment in hardware, which could indicate
increased investment in artificial intelligence. Against
the backdrop of strong Q2 data, we have slightly raised
our forecast for GDP growth in 2026 to 1.1%. For the
second half of the year, however, we expect a certain
slowdown compared to the first half of the year, as
higher inflation is likely to curb private consumption
somewhat. At the same time, upside risks to our fore-
cast remain, supported by robust sentiment in the
manufacturing and services sector. The Purchasing
Managers’ Indices remained clearly in expansionary
territory in August.

Inflation likely to remain stubborn

Inflation rose in July as expected, but at 2.9% was
slightly below our forecast. Compared to June, the rise
was mainly due to the previously announced increase
in the energy price cap. Core inflation also picked up,
driven by higher prices for core goods and services. Ser-
vices inflation in particular remains stubborn. For the
rest of the year, we expect inflation to hover around 3%
amid persistently high energy prices.

United Kingdom: contributions to real GDP growth
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© Swiss Life Asset Management Ltd - Perspectives - Economics

China

Shared momentum

China’s economy remains shaped by a K-shaped devel-
opment. While production in the high-tech sector grew
by just under 17% in July and investment in high-tech
industries rose by 5% in the first seven months of the
year, exports also boomed. However, the strength of
the tech sector is not enough to offset the weakness of
the rest of the economy. Accordingly, July data on con-
sumption, investment and industrial production dis-
appointed across the board. The ongoing correction on
the real estate market remains a negative factor. This is
compounded by the impact of oil supply disruptions
following the closure of the Strait of Hormuz, which
led to lower refinery utilisation and lower infrastruc-
ture investments. We do not expect a rapid turnaround
and have therefore lowered our GDP growth forecast
for this year to 4.5%. Nevertheless, we expect some
weaknesses to gradually stabilise. Since August, China
has eased export restrictions on refined oil products,
which is expected to help refinery production recover.
In addition, given the weak cyclical momentum, poli-
cymakers are pushing ahead with the use of the re-
maining fiscal funds, which are mainly being used for
infrastructure projects. The positive effects are likely to
become visible from the fourth quarter onwards.

Disinflationary pressure remains

We have revised our inflation forecast for this year
down to 0.8%. While some Al-related industries have
some price setting power, these sectors are too small to
offset broad-based disinflationary pressures stemming
from weak domestic demand.

China: NBS Manufacturing PMI

56
55
544
53
% 521
251]
50
491
481
471

2021 | 2022 2023 2024 2025 2026
—Total =High Tech Industry

Sources: Macrobond, Swiss Life Asset Managers Research. Last data point: 07.2026

Editorial deadline: 25.08.2026 - Page 5/ 6



Economic Research

Marc Briitsch

Chief Economist
marc.bruetsch@swisslife-am.com
in @marc_briitsch

Josipa Markovic
Economist Emerging Markets

Damian Kiinzi

Head Macroeconomic Research
damian.kuenzi@swisslife-am.com
in @damian_kiinzi

Christoph Lauper
Economist Quantitative Analysis

josipa.markovic@swisslife-am.com christoph.lauper@swisslife-am.com

in @josipa_markovic in @christoph_lauper

Florence Hartmann

Economist Developed Markets
florence hartmann@swisslife-am.com
in @florence_hartmann

If you have any questions or if you would like to subscribe to this publication,
please send an email to: info@swisslife-am.com.

For more information visit our website at: www.swisslife-am.com/research
°

Released and approved by the Macroeconomic Research Department, Swiss Life Investment Management Holding Ltd, Zurich

Swiss Life Asset Managers may have acted upon or used research recommendations before they were published. The contents of this document are based upon
sources of information believed to be reliable but no guarantee is given as to their accuracy or completeness. This document includes forward-looking statements
which are based on our current opinions, expectations and projections. We undertake no obligation to update or revise any forward-looking statements. Actual
results could differ materially from those anticipated in the forward-looking statements.

France: This publication is distributed in France by Swiss Life Asset Managers France, 122 Rue La Boétie, F-75008 Paris to its clients and prospects. Germany:
This publication is distributed in Germany by Swiss Life Asset Managers Deutschland GmbH, Clever Strasse 36, D-50668 Koln, Swiss Life Asset Managers Luxem-
bourg, Niederlassung Deutschland, Darmstidter Landstrafle 125, D-60598 Frankfurt am Main and BEOS AG, Kurfiirstendamm 188, D-10707 Berlin. UK: This
publication is distributed by Swiss Life Asset Managers UK Ltd., 55 Wells Street, London W1T 3PT. Switzerland: This publication is distributed by Swiss Life Asset
Management Ltd., General-Guisan-Quai 40, CH-8022 Ziirich. Norway: This publication is distributed by Swiss Life Asset Managers Holding AS, Haakon VIIs gt
1,NO-0161 Oslo. Italy: This publication is distributed by Swiss Life Asset Managers Luxembourg, succursale Italia, Via San Prospero 1,1-20121 Milano. Denmark:

This publication is distributed by Swiss Life Asset Managers Danmark, filial af Swiss Life Asset Managers Luxembourg, Luxembourg Frederiksgade 11, 1. tv, 1265
Kobenhaven K.

© Swiss Life Asset Management Ltd - Perspectives - Economics Editorial deadline: 25.08.2026 - Page 6 / 6


mailto:marc.bruetsch@swisslife-am.com
mailto:marc.bruetsch@swisslife-am.com
mailto:marc.bruetsch@swisslife-am.com
https://www.linkedin.com/in/marc-br%C3%BCtsch-107602b2/
https://www.linkedin.com/in/marc-br%C3%BCtsch-107602b2/
mailto:damian.kuenzi@swisslife-am.com
https://www.linkedin.com/in/damian-k%C3%BCnzi-cfa-0b4335102/
https://www.linkedin.com/in/damian-k%C3%BCnzi-cfa-0b4335102/
mailto:josipa.markovic@swisslife-am.com
https://www.linkedin.com/in/josipamarkovic/
https://www.linkedin.com/in/josipamarkovic/
mailto:christoph.lauper@swisslife-am.com
https://www.linkedin.com/in/christophlauper/
https://www.linkedin.com/in/christophlauper/
mailto:florence.hartmann@swisslife-am.com
https://www.linkedin.com/in/florence-hartmann-585881123/
https://www.linkedin.com/in/florence-hartmann-585881123/
mailto:info@swisslife-am.com
http://www.swisslife-am.com/research
https://www.linkedin.com/in/marc-br%C3%BCtsch-107602b2/
https://www.linkedin.com/in/damian-k%C3%BCnzi-cfa-0b4335102/
https://www.linkedin.com/in/josipamarkovic/
https://www.linkedin.com/in/christophlauper/
https://www.linkedin.com/in/florence-hartmann-585881123/
https://www.linkedin.com/company/swiss-life-asset-management

	Key takeaways
	Comparison of forecasts
	Chart of the month

