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US inflation 
continues to fall

Key takeaways

Global stock market indices made modest progress. UK shares 
and government bonds were among the worst performers, 
despite the improving economic backdrop.

US inflation on a downward trajectory

Last week, US CPI (Consumer Price Index) inflation declined to 3.4% in July, from 
3.5% in June. It hit 4.2% in May thanks to rampant gasoline prices. Meanwhile, core 
inflation, which strips out volatile food and energy costs, eased from 2.6% to 2.5%. 
Elsewhere, US PPI (Producer Price Index) inflation also came in lower than forecast, 
at just 4.7%. Alongside July’s unexpectedly lacklustre US jobs report, and weaker 
retail sales figures, the news hardened expectations of a rate hold by the Federal 
Reserve next month, and helped to pare back expectations of further US rate hikes 
in 2026.

This helped the S&P 500 Index of US companies to hit another record high on 
Thursday. Even so, US 30-year mortgage rates are the highest they’ve been in over 
a year reflecting the impact of the Iran conflict on bond and housing markets.

UK economy boosted by World Cup spending

The UK economy grew by 0.4% in the second quarter, suggesting that British businesses 
are weathering the potential threat of soaring energy prices. The figure was broadly in 
line with forecasts and owed much to a bumper June, which saw 0.3% growth thanks 
mostly to the World Cup. The Office of National Statistics noted that the early weeks of 
the World Cup boosted activity for restaurants, alcohol and television producers while 
England’s extended run in the competition, and the ‘feel good’ factor it delivered, helped 
to sustain the boost in hospitality spending. Economists were quick to point out the 
short-lived nature of the “seasonal quirks” at play. 

Meanwhile, the Bank of England warned inflation could rise to 3.2% by the year end with 
Treasury figures now suggesting that the Strait of Hormuz crisis could reduce UK GDP 
growth to just 0.3% in 2027 if it isn’t resolved.

Europe’s quiet earnings story

Although the record numbers from the latest US earnings season have stolen the 
headlines, stock markets in Europe are also heading for their best earnings season 
since 2022. The STOXX Europe 600 Index, which tracks 600 large, medium, and small 
companies across 17 European countries, is now on course to report aggregate earnings 
growth of 23.4%, according to the latest data. 

Second-quarter profit expectations for Europe’s blue-chip companies have risen for  
eight consecutive weeks thanks to soaring energy and materials sector profits. The 
former are expected to see their annual profits more than double, while basic materials 
stocks are thought to be the second-fastest growing sector. Absent energy stocks, 
earnings growth for STOXX 600 companies is forecast to be a more modest 12.3%.

For more in-depth commentary from our investment team, please see our 
latest Investment Views article and Quarterly Outlook video.

Market moves

Global shares made modest 
progress. While UK and European 
shares declined, US shares were flat.

Emerging market and Japanese 
shares outperformed those of 
western markets with strong gains.

Both UK and US government bonds 
suffered losses leaving them in 
negative territory for the year. 
Meanwhile, gold added 0.8%.

What to look out for this 
week

Today brings GDP numbers for 
Japan and US manufacturing data.

Tuesday promises UK 
unemployment and European 
economic sentiment numbers 
alongside US industrial and 
manufacturing data.

The latest UK (RPI) and PPI (or 
‘factory gate’) inflation numbers 
are due Wednesday, alongside 
European inflation data.

Friday brings Japan’s latest inflation 
reading alongside a slew of PMI 
(purchasing managers index) data 
for Australia, Japan, India, the US, 
Europe and the UK.

https://wealthandasset.handelsbanken.co.uk/knowledge-hub/latest-thinking/our-latest-investment-views-july-update-2026/
https://vimeo.com/1205406217?fl=pl&fe=cm&turnstile=1.qBBlD1I32eggswoancc30T82hFoG7EnzjQwCpPFAqfelBtMZ1dWfmJ17GTWgfpNeswMLkzbrgttYH2nWxnJfxcQ6YhUXEbJhlaQk8uB7xnXd1WwEMVc04UzaIeOPy_vdB_29DOYE4wUE9dtOlcgFl7a2iySmT6vXcFBWbNrEWdUDqyC-1oU8bixq9W_NxYzee7-ftKZwo_YBtiAJqifpHZNrUF91dIVYw8v4_mHOIghqrp9zKXR1fOIBmLtcx2YHjsf3GQZ85bKG9zcF_mUVk5hpsVky38tSBAF69gkhPI5wJEVYOTI_9nvP9pcNk6dEvUhB9sqlgZ8D-jjpCcPGA9wSFEhhZphpINbAo8e-7belJadBJGaRM0fX4zjS-3gv8bt8C7Fs-RmECEwk2_67iPaM25XfA0VM7dY0X7rdvoiYl55ZJ14qxQcESM6RywKoRq3zt391A04kW5vEqjFISrFq4sehfOI22gbsdIcC1ZgMoA0vK2ye6E7P56yV3USQqOZaYX_nWMmTXMi6VxtB1CD9o7GFci0rHHyTbCNHdnhcf5k1M1a3_Xah_f3wzm02stRCpI7h65HkVaXjdFyd3IsVOyNj9bhMK-dfAYs1Xe1GqE5OeD3RXxaIk9_dnXmoiEdAAn_m9zfYE-a9wS3BsowBkeNaT6bhjUU4AP2hqBs7M0Pt68wuTgrobTwB5CWSaiuDrvawMTgU-qBx7Eun7eNZNLRAIKeFNGYhxK0diMI.zdlP49eJ2IwW8r-kEVKK2w.a4e9bd41fcc203aa96ead7d1efcd36b959ad6f80762f05120b232f63a87ad34a
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