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     24 March 2026 
Global Markets Research 
Research Alert 

Shifts towards hawkish pause in monetary policy outlook 
  

Tracking the FOMC, ECB, SNB, BOE, BOJ & PBoC maintained benchmark policy rates last week 
Hawkish tilts saw traders pencilling rates hikes for the ECB, SNB, BOE as well as the BOJ 
Maintain our view that the ECB & SNB will pause while BOJ will hike; BOE to hold instead 
 

Overview  
Major central banks starting from the FOMC, to the ECB, SNB, BOE, BOJ 
and PBoC, all stood pat at the end of last week. However, hawkish tilts in 
policy statements saw traders pencilling in rate hikes from some of the 
central banks in 2026.  
 
While we do acknowledge growing inflation risks have raised the odds for 
policy tightening ahead, there is no change in our view at this juncture, 
that the ECB and SNB will maintain their policy rates at the current level 
for the whole of 2026, BOJ will deliver a 25bps rate hike in 3Q and that PBoC 
will lower its lending rates by 20bps by the end of the year. We are 
nonetheless revising our BOE’s bank rate forecast from one 25bps cut to 
status quo for 2026. We have also dialled back our house view on Fed rate 
outlook from two 25bps cuts to just one 25bps cut for 2026. (Please refer 
to our Research Alert “The Fed dot plot maintained a 25bps cut each in 
2026 and 2027” dated 19th March for details) 
 
ECB maintained benchmark rates and upgraded growth and inflation 
forecasts; expect extended pause although rate hikes cannot be 
totally discounted 

▪ As expected, the European Central Bank (ECB) maintained the interest 
rates on the deposit facility, the main refinancing operations and the 
marginal lending facility unchanged at 2.00%, 2.15% and 2.40% 
respectively. 

▪ The new ECB projections show headline inflation averaging 1.9% in 2026 
(2025: 2.1%), 1.8% in 2027 and 2.0% in 2028. Excluding energy and food, 
core is expected to average 2.2% in 2026 (2025: 2.4%), 1.9% in 2027 and 
2.0% in 2028. Inflation has been revised up for 2026 as services inflation 
is expected to ease more slowly.  

▪ At the same time, economic growth is expected to be stronger than 
previously anticipated driven largely by domestic demand. Accordingly, 
growth has been revised up to 1.4% in 2025, 1.2% in 2026 and 1.4% in 
2027 and is expected to remain at 1.4% in 2028. 

▪ With the staff projection showing that the transitory inflation overshoot 
in 2026 likely to ease by 2027, and the risk analysis from the prolonged 
disruption in the supply of oil and gas balanced, we continue to expect 
ECB to extend its policy pause for now, while noting that rate hikes 
cannot be excluded, dependent on the duration and intensity of the war.  
 

 

Figure 1: ECB maintained rates 
across the 3 benchmarks 

 
Source: Bloomberg, HLBB Global Markets 
Research 
 
Figure 2: BOE held bank rate at 
3.75% 

 
Source: Bloomberg; HLBB Global Markets 
Research 
 
Figure 3: Status quo for the BOJ at 
0.75% 

 
Source: Bloomberg, HLBB Global Markets 
Research 
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BOE maintained bank rate at 3.75%; expect inflation to cross above 
3% for the next couple of quarters 

▪ The Bank of England (BOE) voted unanimously to maintain Bank Rate at 
3.75%. The previous monetary policy statement’s collective guidance 
was overhauled, dropping its easing bias and said its members stand 
“ready to act as necessary to ensure that CPI inflation remained on track 
to meet the 2% target in the medium term.”  

▪ The statement, as well as the accompanying forecasts, tilted on the 
hawkish side. We opine that the BOE will likely hold the Bank Rate 
unchanged at this level for the whole of 2026, rather than delivering a 
rate cut as we previously anticipated. 

▪ Accordingly, the near- term outlook for CPI inflation had risen relative to 
the February projection and is now likely to be between 3.0-3.5% over 
the next couple of quarters. In the February Report, CPI had previously 
been expected to fall back to around the 2% target from April, partly 
owing to measures in Budget 2025. Bank staff continued to estimate that 
underlying quarterly GDP growth for 1Q would be around 0.1-0.2%. 

▪ While the market is pencilling in rate hikes for 2026, we opine that this is 
premature at the moment with labour demand still weak 
(unemployment rate at 5.2% in the 3 months to Jan). We will be keeping 
a close tab on this front, pending more clarity on how large any second-
round effects from the new energy price shock would be through wage 
and price-setting.  
 

BOJ maintained uncollateralized overnight call rate at 0.75%; on track 
for another round of tightening in 3Q 

▪ In an 8-1 majority vote, the board of the Bank of Japan (BOJ) decided to 
leave the uncollateralized overnight call rate at 0.75%. Takata Hajime 
would have preferred to increase the policy rate to 1.0% considering that 
the price stability target had been more or less achieved and that risks 
to prices in Japan were skewed to the upside.  

▪ We opine that the statement is mildly hawkish, especially with the 
statement reiterating its stance that the real interest rates are at 
significantly low levels and if the outlook for economic activity and prices 
were in line with expectations, the central bank remains on track to 
tighten its policy rate. Moreover, while the central bank opines that the 
Middle East war warrants attention of both growth and prices, there was 
no explicit mentioned on downside risks but a yes to upward pressure 
from the recent surge, the latter largely echoed by BOJ Governor Kazuo 
Ueda during his presser.   

▪ With this, there is no change in our view that the BOJ will deliver another 
rate hike in the 3Q of this year, leaving board members enough leeway 
to assess the impact of the recent war on the economy and prices. 

 
SNB maintained benchmark rate; warned of rapid and excessive 
appreciation of the CHF 

▪ The Swiss National Bank (SNB) left its benchmark rate at zero for the 
third consecutive meeting as expected and at the same time, reiterated 
its willingness to intervene in the foreign exchange market (sell the CHF) 
to prevent a rapid and excessive appreciation of the CHF and its 
implications on price stability.  

▪ With the SNB appears to be comforted by the fact that risks of a sharp 
decline in imported inflation will outweigh risks of persistent energy 
prices, we therefore are maintaining our view that the SNB will hold rates 
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unchanged at zero for the whole of 2026. Just a recap, CPI remained 
benign at 0.1% in February and is expected to say tame at 0.5% this year. 

 
PBoC maintained lending rates; likely staying cautious with policy 
move ahead to support the yuan 

▪ The People’s Bank of China (PBoC) held their 1Y and 5Y loan prime rates 
unchanged at 3.00% and 3.50%.  The decision as within expectation and 
marks 10th straight month of status quo since the 10bps cut in May 2025.  

▪ In our opinion, rising oil prices is unlikely to lift China’s already low 
inflation rate significantly and as such, there is no change in our view 
that the PBoC will lower rates by 20bps this year. That said, pared rate 
cut bets by the FOMC and an easing by the PBoC could weigh on the 
yuan and such, could render the PBoC more cautious when, and if 
lowering rates. 
 

House View and Forecasts 
FX This Week 1Q-26 2Q-26 3Q-26 4Q-26 
DXY 96-102 96.71 95.13 94.70 95.49 
EUR/USD 1.13-1.18 1.20 1.22 1.22 1.21 
GBP/USD 1.31-1.36 1.36 1.37 1.37 1.35 
USD/CHF 0.77-0.82 0.78 0.78 0.78 0.78 
USD/JPY 156-162 153 149 147 147 
AUD/USD 0.68-0.73 0.68 0.69 0.70 0.69 
NZD/USD 0.57-0.61 0.58 0.59 0.59 0.58 
USD/CNY 6.86-6.92 6.90 6.83 6.85 6.90 
USD/MYR 3.89-3.97 4.00 3.97 3.97 4.00 
USD/SGD 1.26-1.29 1.26 1.23 1.23 1.24 
USD/THB 32.00-34.00 32.2 32,1 32.0 30.8 
      
FX Last close 1Q-26 2Q-26 3Q-26 4Q-26 
EUR/MYR 4.5206 4.78 4.82 4.85 4.84 
GBP/MYR 5.2295 5.44 5.45 5.45 5.41 
AUD/MYR 2.7783 2.72 2.75 2.78 2.76 
CNY/MYR 0.5708 0.58 0.58 0.58 0.58 
SGD/MYR 3.0713 3.17 3.21 3.23 3.22 
      
Rates, % Current 1Q26 2Q26 3Q26 4Q26 
Fed 3.50-3.75 3.50-3.75 3.50-3.75 3.50-3.75 3.25-3.50 

ECB 2.00 2.00 2.00 2.00 2.00 
BOE 3.75 3.75 3.75 3.75 3.75 
SNB 0.00 0.00 0.00 0.00 0.00 
BOJ 0.75 0.75 0.75 1.00 1.00 
RBA 4.10 4.10 4.35 4.35 4.35 
RBNZ 2.25 2.25 2.25 2.25 2.25 
BNM 2.75 2.75 2.75 2.75 2.75 
Source: HLBB Global Markets Research 
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DISCLAIMER 

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs 
of any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as 
an offer or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the 
basis or a part of any contract or commitment whatsoever. 
 
The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to 
be reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness 
or suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent 
the opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change 
without notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify 
or update this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, 
forecast or estimate set forth herein, changes or subsequently becomes inaccurate.  
 
HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by 
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising 
out of, contained in or derived from or omission from the reports or matter.  
 
Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. 
These entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and 
other activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions 
for their own account or for the account of their customers and hold long or short positions in the financial instruments. HLB Group, in 
connection with its business activities, may possess or acquire material information about the financial instruments. Such activities and 
information may involve or have an effect on the financial instruments. HLB Group have no obligation to disclose such information about 
the financial instruments or their activities.  
 
The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of 
facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained 
in this report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must 
not be construed as a representation that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report 
may not be achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the 
unavailability of complete and accurate information. No assurance can be given that any opinion described herein would yield favorable 
investment results. Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their 
independent financial advisor prior to taking any investment decision based on the recommendations in this report.  
 
HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB 
endorses, recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your 
own risk. HLBB does not accept responsibility whatsoever for any such material, nor for consequences of its use. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any 
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report 
is for the use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in 
whole, for any purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or 
regulation in certain countries. Persons into whose possession this report may come are required to inform themselves about and to observe 
such restrictions. By accepting this report, a recipient hereof agrees to be bound by the foregoing limitations. 
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