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Just six months ago, markets had been pricing synchronized global policy easing in 2026, 
with only Australia and Japan expected to modestly increase rates during the year.  At the 
time, more than 70 global central banks had been actively cutting interest rates, an easing 
cycle whose momentum has since completely abated.  Today, driven more by a supply 
side, war-induced inflation shock and increased defense & fiscal spending (as opposed to 
overheating demand), an expanding universe of advanced economy central banks have 
adopted a more defensive posture in favor of cautious tightening.

Source: (1) Bloomberg. Data is based on economic forecasts, market-implied rates, and global central banks. Data as of June 4, 2026.  
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Asynchronous Defensive Pivot Toward Policy Tightening
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The Hormuz-driven supply side, energy inflation shock has shattered the coordinated 
easing consensus that defined G4 central bank thinking entering 2026.  Policy expectations 
have been resized with rising uncertainty, nascent stagflation concerns and structurally 
divergent DM rate outlooks.

Central bank policy expectations

Hormuz Shatters G4 Central Bank Policy Expectations

Earlier this year, the baseline expectation for 2026 had been a smooth glide path toward 
2% inflation targets.  Pivoting toward a more defensive posture, major developed market 
central banks are prioritizing the preservation of price stability in the face of structurally 
higher inflation risks.  Thus far, the pivot to tightening has been an asynchronous one, 
which historically has led to smaller declines in GDP and more muted labor-market and 
credit stress than synchronous tightening regimes.

Source: (1) Bloomberg. Data as of June 4, 2026. Project hikes are market-implied rates. India liquid market pricing through August 2026.  
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2026 rate hikes (Jan-May) Projected hikes by YE

Fed Hawkish 
Hold

• Tightening bias rhetoric
• Services inflation persistence, resilient labor market, higher 

energy prices, tariff & fiscal policy uncertainty
• Institutional uncertainty with leadership change &                      

less FOMC consensus

BoJ Gradual 
Normalization

• Well established departure from negative rates regime 
• Deeply negative real rates provide cover for                              

incremental tightening
• Rising wages, higher energy prices and fading                               

deflation psychology
• Excessive Yen weakness also a key focus

ECB Data-Dependent 
Tightening

• Sharpest expectations reversal of big G4 central banks
• Rapid energy pass-thru, tight labor markets, Euro weakness
• Balanced against weaker growth 

BoE Cautious 
Hold

• Sticky wage growth, but weak hiring data
• Elevated energy prices, tight services sector
• Political risks raising concerns on fiscal discipline

Among roughly 200 central banks and monetary authorities globally, about 60 are 
considered systemically relevant (i.e., BIS members and major EM institutions), and a smaller 
group of less than 20 matter most for markets (i.e., Fed, ECB, BoE, BoJ, SNB, PBOC, etc.).

https://www.mufgamericas.com/insights-and-experience/capital-markets-strategy

	Slide 1

