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The digital euro at the heart of ECB discussions

The digital euro at the heart of the ECB’s work

This is the annual inflation rate of 

U.S. CPI* in June, below 

expectations.

Weekly Figure
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Digital euro : a new era?

*(Consumer Price Index) 

The ECB is adopting a decidedly cautious 

tone in response to the recent rise in energy 

prices, the main risk factor for the inflation 

path in the euro area.

After the first rate hike decided in June, 

members of the institution remain attentive 

to developments in oil and gas costs, in an 

environment still marked by geopolitical 

tensions and strong volatility in energy 

markets. For now, the ECB believes there is 

no signal justifying any immediate further 

tightening of its monetary policy.

In this context, Joachim Nagel recalled that 

the evolution of energy prices will remain 

decisive going forward, while judging that 

current rates are at an appropriate level after 

the June increase. He also stressed that no 

second-round inflationary effects had yet 

materialized, particularly through wages or 

domestic prices, which supports the ECB’s 

approach, which remains data-dependent 

and without any commitment to additional 

tightening in the short term.

The ECB is continuing preparations around the 

 digital euro, a project designed as a complement 

 to the banknotes and coins currently in 

  circulation, in a context of increasing digitization 

 of payments. The objective is to propose a 

  simple, secure, and accessible electronic means 

 of payment for everyone in the euro area, while 

strengthening European autonomy in the face of the dominance of major 

private payment players. The digital euro would not replace cash but would 

instead provide a public alternative to existing solutions, particularly for 

everyday payments.

In this context, the ECB has selected 36 payment service providers from the 

euro area to take part in the future pilot. More than 50 applications had been 

submitted, confirming market interest in this project. The test, scheduled for 

the second half of 2027 and lasting 12 months, will be used to verify the 

technical and operational soundness of the system, as well as to improve the 

user experience. It will take place with the ECB and several national central 

banks, in a testing environment based on a beta version of the future digital 

euro, without the status of legal tender.

The digital euro enters the testing phase

► Digital Euro The ECB is continuing its work on the digital euro in order 

to propose an additional means of payment and strengthen Europe’s 

autonomy in payments.

► Joaquim Nagel emphasizes that the evolution of energy prices will 

remain decisive for the inflation path, while estimating that interest rates 

are currently at an appropriate level after the June increase.

► Christine Lagarde ruled out any candidacy for the 2027 French 

presidency and reaffirmed her commitment to the European project, 

which she considers the essential framework for France.

► CPI U.S. inflation figures came in below expectations, easing pressure 

on the Fed in the short term. However, the central bank remains vigilant.

► Chine Chinese growth slowed to 4.3% in Q2, its lowest level since late 

2022, confirming a slowdown in domestic demand despite strong 

exports.



After the June increase, the ECB’s OIS curve remains 

consistent with a near-term status quo scenario, with the 

July 23 meeting being almost treated as a pause.

The market, however, still maintains the view that one 

additional hike remains possible by year-end, with the 

implied rate gradually rising to a peak close to 2.73% by 

mid-2027.

In other words, the ECB is still seen as cautious but with a 

slightly upward bias, with no rate cut anticipated before 

2027.

As for interest rate expectations in the United States, the 

Fed continues to be perceived as patient in the short term, 

with the July meeting widely expected to bring no change.

A first hike is then increasingly priced in from September, 

with the implied rate gradually rising toward 4.03% in the 

first half of 2027 before stabilizing. This reflects a scenario 

of gradual normalization rather than aggressive tightening.

The release of a CPI print below expectations is also 

easing some pressure on the Fed, without calling into 

question the markets’ cautious bias.
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U.S. CPI: A RESPITE FOR THE FED

U.S. inflation figures came in below expectations, with 

monthly CPI at -0.4% versus -0.1% expected and annual 

CPI at 3.5% versus 3.8% anticipated. This sharper 

decline in inflation reinforces the view that the Fed can 

maintain a patient approach to rates in the short term. 

While this drop offers the Fed a temporary respite, 

monetary policymakers remain cautious and do not rule 

out further hikes if geopolitical tensions reignite upward 

pressure on prices.

Source: Bloomberg 16/07/26
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Christine Lagarde wanted to put an end to speculation 

about a possible candidacy in the 2027 French presidential 

election.

She stated unambiguously: “I am not a candidate for 

anything,” while reaffirming her deep attachment to the 

European project. In her view, the European Union must 

remain the reference framework within which France 

continues to evolve, because it is at this level that today’s 

major economic, political, and strategic balances are being 

decided.

This statement comes at a time when Europe is facing 

several major challenges: fragile growth, an unstable 

geopolitical environment, persistent trade tensions, and a 

growing debate on European sovereignty. In this context, 

Christine Lagarde stresses the need to preserve a strong, 

united Europe that is capable of defending its interests.

She was also awarded the Legion of Honour in France on 

July 14, a distinction recognizing her leading role in 

European economic affairs.

Christine Lagarde (ECB): will not stand in the French presidential election

I am not a candidate for anything, but I care deeply about Europe 

being protected, and about Europe remaining the framework within 

which member states evolve, including France.
Christine Lagarde, 7/10/2026
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24 July | Publication of the PMI for 

Germany, the euro area, the US, and UK
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News Agenda

23 July | Next ECB monetary policy 

meeting
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Canada | The Bank of Canada keeps its 

key rate unchanged at 2.25%.

South Korea | The Bank of Korea raises 

its key rate to 2.75% to fight inflation.

China: Slowing Growth?

The Chinese economy recorded year-on-year growth of 4.3% in 

the second quarter, its slowest pace since late 2022. This figure, 

below expectations, confirms the slowdown in the world’s 

second-largest economy, which is still held back by weak 

domestic demand and by a property crisis that continues to 

weigh on household and business confidence. Despite activity 

remaining fairly solid in certain sectors, notably exports linked to 

technology and electric vehicles, the overall momentum remains 

fragile.

The published data paint a mixed picture. On the one hand, 

exports rose strongly, supported by robust global demand and 

by the development of strategic sectors such as artificial 

intelligence, semiconductors, and electric vehicles. On the other 

hand, consumption remains insufficient to take over from 

growth: retail sales increased by only 1.0% in June, even 

though industrial production accelerated slightly to 5.3% year-

on-year. This situation illustrates an increasingly unbalanced 

economy, where growth still depends heavily on industry and 

foreign trade.

“This is the weakest quarterly growth pace 

since the fourth quarter of 2022, which was 

marked by lockdowns.”

Lynn Song, Chief Economist for Greater China, 14 July 2026
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