Between Disinflation and Geopolitical RisKs

N°853
17 August 2026

UNIQUE, JUST LIKE YOU

The week was marked by an apparent dichotomy: U.S. disinflation continued, while consumer
spending sent a clearly weaker signal. At the same time, ongoing tensions around the Strait of

ormuz kept the geopolitical premium on oil high. Brent crude rose by about 5% on Monday, to
nearly $88 per barrel, following new U.S. statements regarding a possible escalation with Iran. This
rise serves as a reminder that the main exogenous risk now remains the transmission of an energy

shock to inflation and interest rate expectations.

U.S. inflation offers reassurance,
but consumer spending raises concerns

In the United States, July’s statistics generally
reinforced the outlook for inflation to normalize. The
Consumer Price Index rose 0.1% month-over-month
and 3.4% year-over-year, compared with 3.5% in June.
The Producer Price Index (PPI) also remained stable
in July, while a 0.2% increase had been anticipated,;
excluding food and energy, it rose 0.2% versus an
expected 0.3%. The combination of moderate inflation
and a less dynamic labor market reduces the pressure
for further monetary tightening.

Economic sentiment, however, deteriorated toward
the end of the week. Retail sales fell by 0.6% in July,
compared with an expected increase of 0.1%, marking
their first decline in nine months. Consumer confidence,
as measured by the University of Michigan, also fell
to 51.0 in August from 55.2 in July. At the same time,
weekly jobless claims reached 209,000, compared
with an expected 202,000.

The message is therefore becoming more balanced:
inflation allows for a less restrictive monetary policy,
but the slowdown in demand is beginning to pose a
risk to earnings. U.S. stocks nevertheless ended the
week higher, despite Friday’s decline. The technology
sector remains supported by strong Al-related
earnings, but valuation requirements are becoming
more stringent. Applied Materials’ 51% decline on
Friday, despite a solid earnings outlook, illustrates this
growing sensitivity to expectations. Conversely, the
energy sector benefited from the rise in oil prices.

Slower growth in Europe

In Europe, German inflation reached 2.8% vyear-
over-year in July, up from 2.3% in June, in line with
expectations. Industrial production in the eurozone
remained stable in June after rising 0.3% in May. The
European outlook thus continues to be characterized
by sluggish industrial activity, though this is not
generating any significant new inflationary pressure.
The European allocation remains relatively attractive
in terms of valuations, but earnings visibility remains
lower than in the United States. In Switzerland,
producer and import prices fell by 0.3% in July and
by 2.1% vyear-over-year, confirming the absence of
inflationary pressure from the industrial sector. This
environment remains favorable for purchasing power
and the SNB’s monetary policy, but also reflects a
particularly subdued environment for imported prices.

This week, attention will shift to the Fed minutes, U.S.
and European PMIs, and the first Chinese data for July.
The key question will be whether the weakness in U.S.
sales is merely a statistical blip or the beginning of a
broader slowdown in consumer spending.

Swiss Market Index (SMI)

The SMI is trading between its resistance level of 14,700
points and its support level of 14,370 points. This pattern
could repeat itself this week.
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