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Central banks: a firmer tone for back-to-school

Persistent inflation, central banks are hardening their tone.

Between caution and firmness, the Fed remains vigilant.

» Jackson Hole In Jackson Hole, Kevin Warsh toughened his tone on
inflation, saying the Fed should remain ready to act if price pressures do not
slow down enough, without giving a clear signal on the next decision.

» Michael Barr said the Fed should remain ready to raise rates if inflation does
not slow enough, as markets now await the next inflation data and the
September meeting.

» Nagel said that the ECB is expected to raise rates next week in the face of
inflation, but remains cautious about the future.

» Isabel Schnabel could leave the ECB for the IMF, which would speed up
the renewal of the central bank's executive board.

» Bank of Canada maintained its key interest rate at 2.25% as the economic
recovery continues and inflationary risks remain high.

At the Jackson Hole symposium, Kevin Warsh adopted a more hawkish tone,
reiterating that the fight against inflation remains the Fed's priority. Without
announcing a rate hike, he said the central bank should remain ready to act if
price pressures do not slow down sufficiently. Despite recent PCE and CPI
readings that were slightly better than expected, there is still no evidence of a
clear convergence towards 2%; the Fed needs to ensure that inflation is
improving "clearly and at a sufficient speed".

The Fed is not announcing an immediate hike, but is leaving investors uncertain
about its next decision. By prioritizing discipline over timing, Warsh is showing
that all options remain open as the next meeting approaches.
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According to the flash estimate,
eurozone inflation came in at 3.3%
in August, up from 2.9% in July.
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Fed Governor Michael Barr said the central
bank should remain ready to raise rates if
inflation did not show sufficient signs of
moderation.

He said monetary authorities can be patient if
the next data confirm a gradual return to the
2% target, but will need to act more decisively
if price pressures persist.

His comments come amid increased debate
within the Fed. At the July meeting, three
regional bank presidents had already
advocated for a rate hike.

Investors are now closely watching the
release of the September 11 CPI index,
ahead of the Sept. 15-16 policy meeting,
which could clarify the Federal Reserve's next
intentions.
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Joachim Nagel, a member of the ECB's Governing Council,
indicated that the central bank should raise rates next
week, while remaining cautious about the future, in a
context of high uncertainty.

He pointed out that markets are already pricing in more
than 95% of a hike in September, but insisted on a
meeting-by-meeting approach amid high uncertainty,
particularly related to energy price volatility and geopolitical
tensions.
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Eurozone inflation accelerated to 3.3% in August, from
2.9% in July, according to Eurostat's flash estimate,
remaining well above the 2% target. The rise was driven by
the rebound in energy prices, amid ongoing tensions in the
Middle East.

For Nagel, inflation has not yet returned close enough to
target, and a higher level of interest rates is still needed to
achieve this.

According to the June projections, inflation will only

return to 2% over the medium term if interest rates

are higher
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As for the ECB, the markets remain very firmly positioned
on a monetary tightening scenario. The meeting of 10
September 2026 appears almost certain, with an implied
95% probability of a rate hike.

Beyond this period, the curve continues to incorporate an
upward bias, with nearly three cumulative hikes between
now and the summer of 2027 and an implied rate that rises
towards 2.94%.
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In the United States, the interest rate markets also remain
on an upward trend, but with more measured conviction on
the next meeting.

As 16 September 2026 approaches, the implied probability
of a 25 bps hike is around 61%, which still leaves the status
quo as the short-term reference scenario. However, the
curve remains more restrictive towards 2027, with an
implied rate close to 4.0% at the end of 2026 and around
4.2% at the end of 2027.

Isabel Schnabel could leave the ECB for the IMF

Isabel Schnabel, a member of the ECB's executive board, could leave the
ECB before the end of her term to join the IMF. Her term at the ECB runs
until the end of 2027. If this early departure is confirmed, it would open the
succession at the central bank earlier than expected, while several key
positions are already up for renewal in the coming months. Such a
development would also put an end to speculation about Schnabel's possible
candidacy for the presidency of the ECB. In this scenario, Bundesbank
President Joachim Nagel would remain the main German candidate for a top
post in Frankfurt.
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The Bank of Canada is holding rates steady.

The Bank of Canada left its key interest rate unchanged at
2.25% on Wednesday, as expected by the market.

In its statement, the central bank said the latest data
confirmed a broader recovery in the Canadian economy,
while noting that risks to inflation have increased. Indeed,
GDP rose by 3.3% in the second quarter, while inflation
remains close to 3%, driven by energy.

It said it was ready to adjust monetary policy if necessary,
amid persistently high energy prices, ongoing geopolitical
tensions in the Middle East and new U.S. tariffs, which could
weigh on the outlook ahead.

[ News RS
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New Zealand | RBNZ maintains its o 10 September | ECB Decision on
interest rates.

key rate at 2.75%.

Germany | Monthly inflation (CPI) 11 September | Publication of the CPI of
MoM) came out at +0.2% in August. The United States.
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