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The record-breaking streak among chipmakers paused on Thursday after the outlook from a

prominent player cast some doubt on the AI theme. This catalysed a broadening out in market

ownership, before Friday’s strong jobs report fuelled bets that the still-strong economic

backdrop will embolden the Federal Reserve to hike rates before the end of this year. Both

stocks and bonds suffered.

Oil prices dipped after a conditional ceasefire between Israel and Lebanon appeared to pave

the way towards a US-Iran peace deal. While Washington and Tehran have pencilled a

framework to extend their truce by two months and reopen the Strait of Hormuz, some key

sticking points remain.
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Source: Bloomberg, BIL as of 5 June 2026

MACRO SNAPSHOT

Flash data shows inflation rising further above the ECB's 2% target 

Eurozone inflation edged up to 3.2% in May 2026, marking its highest level since September

2023 and aligning with market expectations. The increase was driven largely by a sharp 10.9%

surge in energy costs—the steepest rise since early 2023—while prices also picked up pace in

services (3.5%) and non-energy industrial goods (0.9%). In contrast, inflation for food, alcohol,

and tobacco eased slightly to 2.0%.

Core inflation climbed to 2.5% from 2.2%, signaling that price pressures are becoming more

broad-based beyond energy alone.

As we wrote last week, inflation accelerated in Spain, the Netherlands, Italy, and France, though

Germany saw a modest slowdown largely thanks to reduced VAT on fuels and lower food costs.

In Luxembourg, HICP* inflation eased to 4.5% from 5.2% in April, yet it remains among the

highest rates in the Eurozone.

Despite weak growth—revised data show the eurozone economy contracted by 0.2% in
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Q1—markets are widely anticipating that the ECB will proceed with a 25 basis point rate hike at

its June 10–11 meeting. Recent remarks from policymakers have reinforced this expectation.

Isabel Schnabel noted that “given the scale and persistence of the current shock, looking

through it is no longer an option,” while typically dovish Fabio Panetta acknowledged that the

outlook now warrants a recalibration of monetary policy. He added that the ECB would act in a

“timely and measured manner” to prevent the ongoing energy shock from embedding itself in

inflation expectations.

 

*HICP refers to the harmonized index of consumer prices used in the EU. It is
calculated using the same methodology to allow for comparisons across countries.

 

ECB survey implies long-term inflation expectations remain anchored

The latest ECB Consumer Expectations survey reported a rise in perceived inflation over the

past 12 months, with consumers estimating it at 4.0%, up from 3.5%. Looking ahead, however,

expectations for inflation over the next year remained steady (albeit too high) at 4.0%. Longer-

term expectations showed signs of stability and slight improvement: three-year inflation

expectations edged down to 2.9% from 3.0%, while five-year expectations held at 2.4%,

indicating that long-term inflation expectations remain anchored for now.

At the same time, consumers have grown less optimistic about income prospects, with

expected nominal income growth over the next 12 months declining to 0.8% from 1.2%.
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One notable point in the ECB survey was that expected spending for the year ahead increased

slightly to 4.3% from 4.1%. However, digging deeper, it appears this was driven in a large part by

low-income households anticipating elevated living costs.

On a volume basis, retail sales in the Eurozone fell 0.4% MoM in April, following an upwardly

revised 0.8% jump in March. Among the bloc's largest economies, retail sales in Germany

decreased 0.2% and in Spain sales dropped 1.5% while in France, sales rose 0.3%

 

Strength in the US labour market

US job postings rose by 731,000 in April, reaching 7.62 million - the highest level since

November 2024 and well above market expectations of 6.88 million underscoring the continued

resilience of the labour market.

The increase was driven largely by a surge in professional and business services (+668k). There

were 1.03 jobs available per unemployed worker, the highest level since January 2024 and quite

a cut above the 0.95 recorded in March (when there were fewer jobs than unemployed

workers). Meanwhile, labour market stability was further reflected in a slight easing of layoffs,

which fell to 1.1% of nonfarm employment in April from 1.2% the previous month.
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On Friday, the nonfarm payrolls report corroborates the idea of labour market strength. The

economy added 172K jobs in May, well above forecasts of 85K, and following an upwardly

revised 179K gain in April. Job gains occurred in leisure and hospitality (70K), mainly food

services and drinking places (48K); local government (55K), health care (35K) and manufacturing

(7K).  The unemployment rate remained at 4.3%, below the long-term average of 5.7%.

While this news is positive for the consumer and the broader economic outlook, signs of a

labour market upturn also reduce the urgency for near-term Fed rate cuts, suggesting a

prolonged period of stable rates. Market participants await the next FOMC outcome on June 17

to assess how hawkish the Fed is leaning in light of mounting price pressures and a stable

economic backdrop.

 

 

CALENDAR FOR THE WEEK AHEAD

Monday – Germany Factory Orders. US Consumer Inflation Expectations.

Tuesday – China Balance of Trade. Germany Balance of Trade and Industrial Production. US

NFIB Small Business Optimism and Existing Home Sales.

Wednesday – China Inflation. Italy Industrial Production. US Inflation (May).

Thursday – ECB Monetary Policy Decision. US PPI and Weekly Jobless Claims.
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Friday – UK GDP (April). Germany, France, Spain Inflation (Final, May). US Michigan Consumer

Sentiment (Preliminary, June).
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Disclaimer All financial data and/or economic information released by this Publication (the “Publication”); (the “Data” or the “Financial data and/or economic

information”), are provided for information purposes only, without warranty of any kind, including without limitation the warranties of

merchantability, fitness for a particular purpose or warranties and non-infringement of any patent, intellectual property or proprietary rights of any

party, and are not intended for trading purposes. Banque Internationale à Luxembourg SA (the “Bank”) does not guarantee expressly or impliedly,

the sequence, accuracy, adequacy, legality, completeness, reliability, usefulness or timeless of any Data. All Financial data and/or economic

information provided may be delayed or may contain errors or be incomplete. This disclaimer applies to both isolated and aggregate uses of the

Data. All Data is provided on an “as is” basis. None of the Financial data and/or economic information contained on this Publication constitutes a

solicitation, offer, opinion, or recommendation, a guarantee of results, nor a solicitation by the Bank of an offer to buy or sell any security, products

and services mentioned into it or to make investments. Moreover, none of the Financial data and/or economic information contained on this

Publication provides legal, tax accounting, financial or investment advice or services regarding the profitability or suitability of any security or

investment. This Publication has not been prepared with the aim to take an investor’s particular investment objectives, financial position or needs

into account. It is up to the investor himself to consider whether the Data contained herein this Publication is appropriate to his needs, financial

position and objectives or to seek professional independent advice before making an investment decision based upon the Data. No investment

decision whatsoever may result from solely reading this document. In order to read and understand the Financial data and/or economic information

included in this document, you will need to have knowledge and experience of financial markets. If this is not the case, please contact your

relationship manager. This Publication is prepared by the Bank and is based on data available to the public and upon information from sources

believed to be reliable and accurate, taken from stock exchanges and third parties. The Bank, including its parent,- subsidiary or affiliate entities,

agents, directors, officers, employees, representatives or suppliers, shall not, directly or indirectly, be liable, in any way, for any: inaccuracies or

errors in or omissions from the Financial data and/or economic information, including but not limited to financial data regardless of the cause of

such or for any investment decision made, action taken, or action not taken of whatever nature in reliance upon any Data provided herein, nor for

any loss or damage, direct or indirect, special or consequential, arising from any use of this Publication or of its content. This Publication is only valid

at the moment of its editing, unless otherwise specified. All Financial data and/or economic information contained herein can also quickly become

out-of- date. All Data is subject to change without notice and may not be incorporated in any new version of this Publication. The Bank has no

obligation to update this Publication upon the availability of new data, the occurrence of new events and/or other evolutions. Before making an

investment decision, the investor must read carefully the terms and conditions of the documentation relating to the specific products or services.

Past performance is no guarantee of future performance. Products or services described in this Publication may not be available in all countries and

may be subject to restrictions in some persons or in some countries. No part of this Publication may be reproduced, distributed, modified, linked to

or used for any public or commercial purpose without the prior written consent of the Bank. In any case, all Financial data and/or economic

information provided on this Publication are not intended for use by, or distribution to, any person or entity in any jurisdiction or country where

such use or distribution would be contrary to law and/or regulation. If you have obtained this Publication from a source other than the Bank

website, be aware that electronic documentation can be altered subsequent to original distribution.

As economic conditions are subject to change, the information and opinions presented in this outlook are current only as of the date indicated in

the matrix or the publication date. This publication is based on data available to the public and upon information that is considered as reliable. Even

if particular attention has been paid to its content, no guarantee, warranty or representation is given to the accuracy or completeness thereof.

Banque Internationale à Luxembourg cannot be held liable or responsible with respect to the information expressed herein. This document has

been prepared only for information purposes and does not constitute an offer or invitation to make investments. It is up to investors themselves to

consider whether the information contained herein is appropriate to their needs and objectives or to seek advice before making an investment

decision based upon this information. Banque Internationale à Luxembourg accepts no liability whatsoever for any investment decisions of

whatever nature by the user of this publication, which are in any way based on this publication, nor for any loss or damage arising from any use of

this publication or its content. This publication, prepared by Banque Internationale à Luxembourg (BIL), may not be copied or duplicated in any form

whatsoever or redistributed without the prior written consent of BIL 69, route d’Esch ı L-2953 Luxembourg ı RCS Luxembourg B-6307 ı Tel. +352

4590 6699 ı www.bil.com.


