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Global growth: Waiting for the stimulus to take hold

• Global growth is expected to be similarly disappointing in 2026 as it 
was in 2025.

• US growth expected to continue to outstrip Euro Area, UK and Canada 
again in 2026.

• Japan PM wants faster growth, but is she prepared to risk fiscal 
stability and BOJ independence?

• Chinese growth is questionable in terms of the rates recorded (is it 
real), the areas of growth covered (sectors) and the costs in terms of 
public spending.

• Swedish, Spanish and Polish growth outperforming in European 
Union, but only Poland expected to see faster growth in 2026.

• Growth in the UK is expected to be the reverse of 2025. Faster in H2 
than in H1.

• Has the Middle East scuppered the global recovery story?

Country/Economy

IMF* OECD** IMF* OECD**

US 2.1 2 2.4 1.7
Euro Area 1.4 1.3 1.3 1.2
Germany 0.2 0.3 1.1 1
UK 1.4 1.4 1.3 1.2
France 0.8 0.8 1 1
Italy 0.5 0.5 0.7 0.6
Spain 2.9 2.9 2.3 2.2
Japan 1.1 1.3 0.7 0.9
Canada 1.6 1.1 1.6 1.3
Mexico 0.6 0.7 1.5 1.2
China 5 5 4.5 4.4
Switzerland 0.9 1.1 1.3 1.2
* source: IMF World Economic Outlook, January 2026
** source: OECD Economic Outlook, December 2025

2025 2026
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Inflation: Bumps in the road

• Inflation rates are still moving lower in the UK, but the progress 
could be interrupted by recent events in the Gulf.

• Questions over the direction of prices demonstrates 
complications from US tariffs, geopolitics and reciprocal global 
tariff/quota threats.

• Domestic inflation pressures in Euro Area appear to be abating. 
French inflation recently hit 5-year lows. 

• Do other geopolitical risks (Ukraine, China etc) still play a part in 
the inflation’s evolution?

Oil price chart (Brent $ per barrel)
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Interest rates: Lower rates needed but there are 
problems

• Interest rates were left on hold by major central banks in 
March, despite the activity numbers continuing to 
disappoint.

• Inflation fears could prompt hikes from the BOE, Fed and 
ECB if persistent.

• Recession risks are increasing, which could mean a two-
phase approach to policy.

• Will a change at the top of the Fed really mean a difference 
in terms of where interest rates trough?

• Japan’s recent issues/reliance on energy imports could 
intensify arguments for BOJ tightening.
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Labour markets: Needs more help and cost pressures a 
problem

• Some unemployment rates are rising, others are stable some are falling. 

• Are labour markets and job vacancies turning, albeit slowly?

• Will employment grow when labour costs (pay, taxes etc) appears to be 
squeezing profit margins?

• What about population problems in parts of Asia? 

• Is AI the next great hope for activity and productivity?

• What about the long-term effects on consumption growth, 
particularly discretionary, big ticket spending?
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Travel: Will geopolitics cause the industry issues?
• As we are heading into the busy spring/summer travel 

period with downside risks to European/Middle Eastern 
travel? 

• Will travel switch to alternate destinations causing a supply 
side crunch?

• What about energy and fuel costs?

• Will this cause a rise in insurance premiums or insurance 
cancellations?

• What about cruises and the destinations?

• Are there other geopolitical risks to factor in?

• Will consumers face an income squeeze from higher bills 
and necessity goods prices?

• What about the risks to FX rates?
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Politics: Multiple headaches
United Kingdom United States Euro Area

• Too many U-turns from Starmer 
call into question his leadership

• Gorton & Denton by-election sees 
Labour pushed into 3rd place

• Economic recovery is slow despite 
6 rate cuts from the BOE

• Public finances are bloated, 
despite jump in tax receipts

• Labour markets under pressure 
because of NI rise, increase in 
NLW, other cost pressures for 
employers.

• Inflation risks back to the topside 
with Iran conflict 

• Trump’s approval rating is falling

• Partial shutdown in place (DHS) 
which could hurt travel (Global 
Entry System)

• Tariffs 2.0 after initial tariffs 
struck down by Supreme Court

• Trump’s tax rebate under threat

• US mid-terms could produce a 
lame duck President

• US is negotiating on many fronts 
(geopolitical and trade)

• Labour market weakness is a 
headache for growth 

• Politicians are concerned about 
the 2027 Presidential Elections in 
France

• Bank of France Governor steps 
down early

• ECB President Lagarde also 
expected to go early

• Economic growth anaemic

• Defence spending increases to 
stress public deficit limits

• Ukraine/Russia conflict still 
undermining energy supplies
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Geopolitics: The Middle East reverberations could last 
years

Will the US and Iran come to a deal, and will that solve the war in the region?

How long will the damage to oil and gas exports from the Middle East last?

Are the economic risks uniform geographically?

Short vs medium term – upside inflation versus downside growth and 
investment risks.

The squeeze on consumer spending in Western economies could prove 
problematic for central banks and currencies 

Will the conflict in the Gulf accelerate the move away from the USD for FX 
reserves?
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FX forecasts: More volatility, less certainty
• Will the US persist with tariffs and geopolitical tensions and what does 

that mean for the USD?

• Does the GBP face further political, macro and monetary policy risks 
attached?

• Are there dual risks to GBPEUR or are they asymmetric?  

• Is JPY intervention still on the table or even more likely given other 
inflationary problems?

• CAD to benefit from the energy price surge?

FX Forecasts (end period)

1m 3m 6m 12m 18m

GBPUSD 1.33 1.32 1.30 1.28 1.25
EURUSD 1.15 1.15 1.14 1.13 1.12
GBPEUR 1.16 1.15 1.14 1.13 1.12
EURGBP 0.86 0.87 0.88 0.88 0.90
USDCAD 1.38 1.38 1.39 1.41 1.39
GBPCAD 1.84 1.82 1.81 1.80 1.74
USDJPY 155 157 154 152 150
GBPJPY 206 207 200 195 188

Source: Moneycorp
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