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e Global growth has been resilient so far in the face of the shock to global energy
prices, we again revised global growth for 2026 higher this month.

e The global economy will be tested by the renewed spike in energy prices, rising
interest rates (short and long-term) as this year’s fiscal stimulus fades.

e The US Fed raised rates this month, by 25bp, and we expect another 25bp move in
December.

Oil prices have moved significantly higher over the last month, returning close to the peak
seen earlier in the year, while European and Asian gas benchmarks have hit new highs.

The global economy was able to absorb the earlier surge in energy prices, with support
coming from the Al build out and with fiscal policy turning supportive. Since lowering our
forecast for 2026 global growth to 3.0%, we have been revising growth higher as Q2 GDP
results have come in. The global composite PMI last month reached its highest level in
over two years reinforcing this signal of global growth resilience.

A key risk to our forecasts is that energy prices do not fall as quickly as they did over May
and June and that they settle at a higher level than we have been expecting given damage
to energy infrastructure.

Reinforcing this concern is that fiscal policy is set to turn more neutral in 2027. While
governments could try to provide additional support if energy prices remain elevated,
government finances (and fiscal space) are being challenged by rising bond yields. Fiscal
stimulus in an environment of elevated inflation would add to the pressure on central
banks to raise rates.

Highlighting this tension, several advanced economy central banks have raised rates this
month (US Fed, ECB, RBNZ) with more expected to follow suit (RBA, BoJ). The monetary
policy tightening this year has been limited and driven by advanced economies (with
higher policy rates in some emerging market economies being matched by cuts by
others). However, more rate rises are likely, including by the US Fed where member
projections point to another 25bp hike by end year before going on hold (but with the risk
tilted towards additional move in 2027), in line with our expectation ahead of the meeting.
Market pricing is for a more aggressive tightening cycle by central banks than we expect,
highlighting an additional risk to the global outlook.

Key Economic Forecasts (year average % change) A muted policy tightening cycle so far gets a push from
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Growth defies headwinds for now

Key developments in global markets over the past month
have been the concurrentrise in oil prices and bond
yields, amidst resilient global growth.

Oil prices breached US$100/bbl last week for the first time
since May as direct military exchanges between US and
Iranian forces picked up again, as did fresh attacks on energy
infrastructure in the region. Attacks on Russian refinery
operations by Ukraine are also adding to refined fuel price
pressure.

We have previously written on the macroeconomic risks of oil
shocks and found a 10% rise in oil prices adds 0.3-0.4ppts to
inflation over two years, with up to half feeding through to
underlying inflation. The impact on growth is more uncertain,
where the more an economy imports its energy resources the
more vulnerable it is to such shocks. The retracement of oil
prices higher is making the oil market look more consistent
with global natural gas price benchmarks (ex the US), which
have been structurally higher since the onset of the war.

Despite the volatility in prices we’ve seen since February, our
base case for oil prices has been unchanged since April, which
assumes oil prices would recede to around US$80/bbl by the
beginning of 2027. On average, Q2 and Q3 prices have tracked
this baseline but clearly there is now significant upside risk
looking forward. Even if there is another pause in the conflict,
and prices fall back, the additional damage done to energy
infrastructure means that oil could remain above US$80 for
an extended period.

Oil and gas price benchmarks (2019 = 100)
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Global bond yields have been moving higher this year and
have reached new highs over the past month. Rising yields
reflect a combination of stronger nominal growth
expectations, particularly in the US, persistent fiscal deficits,
elevated geopolitical uncertainty and the substantial
financing requirements associated with both government
borrowing and the Al infrastructure buildout. While these
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forces are not new, they have all intensified to some extent
over recent months.

This has been compounded by the possibility of more
persistent inflation if the Middle East conflict drags on, which
adds to the risks that policy rates may ultimately need to rise
by more than the modest recalibration currently embedded
in our forecasts.

Policymaker actions, such as expanded long-end bond
buybacks in the US and the Bank of England's decision to
pause long-end gilt sales, provide a modest counterbalance
to these pressures. However, they do little to challenge the
underlying fundamental drivers of the move.
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Some of the factors driving yields are also supporting global
activity which has remained resilient in the face of the US
tariff shock last year and this year’s energy shock. This
includes the global Al capex build and fiscal policy. Although
the story is divergent across major economies, we judge there
is a positive fiscal impulse, adding to global demand, in 2026.
This should become more neutral next year. Corporate profits
are also strong (discussed in more detail below) and should
support activity.

The J.P.Morgan Global Composite PMI rose again in August; it
has now full recovered the fall post the start of the US-Iran
war to be at a 27-month high. The strength in recent Q2 GDP
data from India and Canada also highlights the robustness of
global activity. More broadly, we also flow through upgrades
to the 2026 outlook for the US, UK, Eurozone and Japan
owing to recent partial data and revisions to historical data.

We expect global growth over the next couple of year to track
only a little below its post-GFC, pre-COVID average. This
includes 2028, which we have extended our forecasts out to
this month.

A large profit lift, ex Europe

Amidst these shifting cross-currents impacting the global
economy a notable feature has been the strength of
corporate profits for the major economies.

The US, Japan, Canada and China saw a rise in corporate
profits of 15% or more over the year to Q2. For Asian
economies most closely tied into the Al buildout, such as
South Korea and Taiwan, profits are also strong. Companies
in the Taiwan stock exchange have reported a 21% rise in
profits in H1 2026 alone. South Korean non-financial
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enterprises operating income to sales ratio (a measure of

would suggest that there is currently limited downside risk to
margins) has more than tripled over the last year, with sales current investment growth.
up over 20%.

US business fixed investment and profits (yoy%)
An exception is corporate euro-zone and UK, where profits 60
have only seen muted growth over the last year. This aligns

with the region’s higher exposure to energy costs, an

underlying slower growth dynamic and being less tied in with
the global Al buildout.

Coporate profits yoy%*
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such as motor vehicles are experiencing falling profits. This
. . mix reflects the narrowly based growth in China’s econom
For the US and Japan the growth in profits is reasonably L . y & . L . y
which is export driven and focussed on certain priority (high
broad based even though there are some stand out sectors. . . . .
. . tech) sectors while domestic demand remains weak with

In the US, the strongest growth is coming from L . .

. . overcapacity in many industries.
computers/electronic product manufacturing, the energy
sector and the information sector, but with solid growth

across many other sectors. Similarly, in strength is evident in Central banks - rates on the up
electronics and petroleum products but many other N o
industrial sectors have seen double-digit growth; service The r§5|l|ence of the glgbal economy, and continuing
sector profit growth is also strong (15% yoy) but with greater inflationary pressures, is maintaining the pressure on central
dispersion amongst sub-sectors banks to raise rates. Market pricing of central bank policy
rates has taken another leg up this month.
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The generally positive financial position for businesses

provides a solid foundation for growth and helps limit

There has also been a clear shift in actual policy rates this
immediate downside risks. Companies in a strong financial

month - the US Fed, ECB and RBNZ have raised their policy
position have more capacity to absorb shocks without pulling rate and we.ex.pect they w!ll be joined by the BoJ and RBA,
back on investment and employment. but the BoE is likely to remain on hold.
Whether the lift in profits will lead to an acceleration in Whetther the policy tightenir!g Priced by markets is fully
investment growth is less clear. For example, In the US there realised (not our base case) is likely to depend on several
is limited historical experience of an upturn in corporate factors, including hOW_ thg glot.)al ecor.10my evolves, whether
profits at this stage of the cycle. The only instance being the the recer.1t run-up in oil prices s sustained (or.gets worse),
in the mid-to-late 1980s and it was accompanied by modestly clearer signs of second round impacts from higher energy
stronger business investment. Otherwise, downturns in costs onto broader price setting (such as wages), and how
investment are led, or accompanied by, a fall in profits which inflation expectations evolve.
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While pass through to core inflation from higher energy costs
had been expected, monthly core inflation prints for
advanced economies (to July) for the advanced economies
are little changed overall since February. However, it also
indicates that inflation remains too high.

Advanced economy consumer inflation (% mom)
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The Fed lifted the fed funds rate target range by 25bps (to
3.75-4.00%) this month. In explaining the move, Fed Chair
Warsh, noted that the economy appears to be strengthening,
the labour market is in good shape and inflation has been too
high, for too long. He also reiterated his comment from
Jackson Hole that it is hard to describe financial conditions as
restrictive - and so they voted to “remove a dose of
accommodation”.

The September hike was expected. We retain our view that
there will be another 25bp hike in Q4 (possibly October, but
more likely December) with the risk of another move in Q1.
The Fed member projections (‘dots’) broadly align with, with
the median projecting one further hike this year overall.
However, next year 8 of the 18 projections project another
hike above the median, whereas 4 project a cut, indicating
upside risks to this outlook.

Warsh again said the Fed must be “confident that underlying
inflation is moving to our objective, clearly and at sufficient
speed.” The hike suggests this condition remains unmet,
though he has not defined “sufficient speed”. Fed projections
provide guidance on what the rest of the committee think,
and the median view is for end 2027 core PCE inflation of
2.5%.

Atest will come early in 2026. If annual core PCE inflation
does not decline, as the high monthly core PCE reads in early
2025 drop out of the annual calculation, then the Fed is likely
to tighten policy by more than the modest recalibration
suggested by the dots. How energy prices, another factor
cited by Warsh, evolve from here (and their pass through into
broader pricing setting and expectations) will also be
important.

For the Euro-zone, with growth holding up, headline inflation
above 3% and the European Central Bank (ECB)expecting it
to remain higher for longer, it pushed through a hike to 2.5%
this month. A further hike to 2.75% would take policy into
restrictive territory, and will need more discussion, especially
with no sign yet of second-round effects. However, the risks
are there. The Bank of England (BoE) is likely to remain on
hold as the policy rate is above neutral and though growth

September 2026

has held up better than expected, the large fiscal policy drag
(including coming tax rises) and higher energy costs will all
act as headwinds to growth and help contain inflation. As in
Europe, there are no discernible signs of second-round
effects yet, a key requirement of tighter monetary policy.

The Bank of Japan (BoJ) also meets this week (Friday). A hike
is widely expected. The more interesting conversation is now
focused on the number and cadence of further hikes. We
expect two further rate rises by Q2 2027 which would take the
policy rate to 1.75%. This would represent a faster pace of
tightening than has been seen to date, which the BoJ is under
pressure to deliver following the recent joint US-Japan yen
intervention. It would also be consistent with the midpoint of
the BoJ’s estimate of the neutral rate of interest but, given
that Japan’s economy is capacity constrained and fiscal
policy is stimulatory, the risk is that more will be needed.
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Country quick take

United States

e Annual US GDP growth is ~2%, but domestic final demand
has been stronger, supported by the Al build out. There are
signs investment is broadening out, with strong profit
growth likely to provide support, but consumption will
come under some pressure on recent energy price rises and
as OBBBA tax cuts fade.

e The 162k rise in non-farm jobs in August confirms a positive
turn this year, as does the decline in the unemployment
rate to 4.1%. On the other side of the Fed’s mandate
inflation remains high (July core PCE 3.3% yoy).

e The Fed raised rates this week by 25bp; we expect another
increase in December (with the risk of a follow up in Q1).

e President Trump’s promise of $5000 for every adult if
Republicans retain control of Congress this November
would represent a substantial fiscal stimulus. On recent
polling it’s a big if and would need to be enacted by a
Congress struggling to pass a modest reconciliation bill.

China

e Domestic demand remains weak, with industrial
production - particularly hi-tech - and exports the major
growth drivers. Typhoon activity may have weighed on July
and August but these trends have been in place for a while.

e Retail sales growth is low and fixed asset investment
continues to fall. Industrial production growth picked up in
August to 5.2% yoy, helped by a partial recovery in refinery
production.

o Inflation indicators were little change in August (CPI1 0.8%
yoy, PPI 3.8% yoy) - inflation has picked up this year on
higher energy and tech prices, but falling consumer good
prices highlights the broader deflation pressure.

e The policy response has so far been muted, with the
emphasis on utilising of existing programs and funds which
has been lagging. Reports suggest that disbursements
under the policy bank tool have now started.

Euro-zone

e EZ Q2 growth was revised up to 0.6% qoq (1.2% yoy), on a
large rebound in Ireland (pharma base effects). Ex-Ireland
growth was 0.3% qoq better reflects its likely run-rate.

e Germany’s recovery that started in Q4 25 continued (0.3%
goq), Spain still growing strongly (0.7%), Italy steady at
0.2% goq 0.3% but France is struggling (0% after-0.2%).

e Consumer spending rebounded by 0.4% qoq from zero, net
trade swung from a 0.5ppt drag to a 0.9ppt boost to GDP
(Ireland), while investment was flat and inventories a drag.

e Asinflation rises (headline at 3.3% and set to rise further)
real disposable income will fall. Headwinds are building
from the rise in energy prices with food inflation coming. A
more pernicious terms of trade shock cannot be ruled out.

e The ECB has hiked twice to 2.5% but now faces taking
policy into restrictive territory - something it will need to
debate given still absent second-round effects. We do not
forecast a December hike to 2.75%, but the risks are rising.
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US labour market indicators

Six month average change
162000

- 5 106500
Non-farm payrolls (monthly change, 000s)

Unemployment rate (%)

W a1

Jan May Sep Jan May Sep Jan May Sep Jan May Sep
2023 2024 2025 2026

Source: National Australia Bank, U.S. Bureau of Labor Statistics (BLS), Macrobond

China industrial production (yoy%)

20 Hi-tech
15
10 1 Total

5 -

Refined Crude Oil

2022 2023 2024 2025 2026

Source: National Australia Bank, China National Bureau of Statistics (NBS), Macrobond

Euro-zone GDP growth (yoy%) - selected countries

3.0

2.5
2.0
1.5
1.0

0.5 1

0.0

Source: National Australia Bank, Eurostat, Macrobond

national
australia
bank

¥*

Page|5



The Forward View - Global

UK

e UK GDP again surprised to the upside with Q3 starting off
strong (Jul at 0.4% mom) led by noisy service sector sub-
indices. Manufacturing picked up, thanks to computer
and electronics, with the ONS noting Al played a part.
Construction remains a drag. Trade was less negative.

e The UK has a pattern of weaker output in H2 and as the
late October Budget approaches, where more tax hikes
will be seen, we expect growth to soften. Debt servicing
costs are rising, reducing fiscal headroom. Unlike its
peers the UK is unique with its negative fiscal impulse.

e The new PM has kept growth and spending plans vague
enough to not spook businesses and households.
However, headwinds from higher energy and food prices
continue to build. Mortgage rates have topped 5%. We
retain our view of no UK rate hikes, but with CPI to rise
towards 4% the risks of a Bank Rate rise to 4% are there
should second-round effects emerge.

Japan

e The second estimate of Q2 GDP saw a +0.1ppt revision to
final domestic demand, reinforcing the narrative of
Japan’s economy running hot, requiring a faster pace of
policy normalisation.

e The labour market compounds this. Not only did the
unemployment rate trace lower to 2.4% in July, but
nominal wage growth also printed 4.7% yoy. This is the
quickest pace of wage growth since January 1997.

e Ahike at the BoJ’s September meeting on Friday has
been fully priced the market, thanks in large part to a key
advisor to PM Takaichi projecting this outcome. The key
uncertainty now is when will the following hike occur. We
expect two further by Q2 2027.

Canada

GDP growth rebounded strongly in Q2 at 0.8% qoq after a
small decline over the two previous quarters. However,
this is unlikely to be sustained as the escalating tit-for-tat
tariffs with the US begin biting from Q3 onwards.

This month’s downside surprise on employment (-42k
relative to +14k expectations) came after a few months of
encouraging results. In contrast, the unemployment rate
remained unchanged at its recent low of 6.4%, suggesting
that the labour market was showing some improvement
ahead of the latest US-Canada trade escalation.

Despite the hawkish interpretation of Governor
Macklem’s September press conference owing to
comments about a willingness to commit to multiple rate
hikes if needed, underlying inflation remains remarkably
well behaved. We continue to see the rate outlook for the
BoC as steady until a cyclical recovery over the next year
or so drives a rise in 2027 H2.

September 2026

UK monthly GDP (3 mthly % change)
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Central Bank Monitor

Inflation and output gap indicators Centralbank rates
NAB forecasts
Coreinflation* Unemployment GDP Policy rate** bias  next meetings*** year-end forecast
US Federal Reserve 3.3% 4.1% 2.1% 4.00%

tightening| 28Oct 4.00 end 2026 4.25
9 Dec 4.25 end 2027 4.25
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We expect another move in December, with a risk of anotherin Q1. Progress on inflation coming down, and
anchored inflation expectations, are needed for this modest recalibration to be sufficient.
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European Central 2.4% 6.4% 1.2% 2.50%

Bank .r" ; |l
e | M
\I"‘k“_ ) ‘-‘Ill[I

—

tightening| 29 Oct 2.50 end2026  2.50
17 Dec 2.50 end2027  2.50

i
-
P

The ECB moved its policy rate to 2.50% this month, the high end of neutral. With the absence (so far) of 2nd round
impacts a move into restrictive territory is unlikely for now. However, there is a risk they push higher.

Bank of Japan 1.9% 2.4% 0.7% 1.00%
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With a September hike broadly expected all eyes will be on the implied number and cadence of further hikes. Our
expectation is fortwo further by Q1 2027, consistent with the midpoint of the BoJ's neutral estimate.
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The BoE is likely to remain on hold as the policy rate is above neutral, a large fiscal drag will hold back growth and
with no clear 2nd round effects of higher energy costs so far.

hold 17Sep 3.75 end 2026 3.75
5Nov 3.75 end 2027 3.25
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Bank of Canada 1.9% 6.4% 1.1% 2.25%
hold 28 Oct 2.25 end 2026 2.25
9 Dec 2.25 end 2027 2.50
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A strong Q2 GDP result was welcome for Canada but unlikely to persist as escalating tit-for-tat tariffs with the US

start bitingin Q3. Thisshould keep the BoC on hold until a recovery drives a hike in H2 2027.
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Reserve Bank of 3.1% 5.6% 2.6% 2.75%
New Zealand A tightening[ 280ct 2.75 end 2026 3.00

9 Dec 3.00 end 2027 3.75

¥

-

P — YJH& ~

We expect the RBNZ to raise its cash rate to a contractionary peak of 3.75%. We anticipate at least one further 25
basis pointincrease this year, potentially two.

People's Bank 1.0% 4.3% 1.40%
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The end to disinflation for now has reduced the pressure for PBoC action but weak domesticdemand is pushing
the other way; we expect one rate cut later in the year butrisk is they do none.

* Coreis excl. food and energy, except Japan (ex fresh food, energy & alcoholic beverages), UK (also ex alcoholic beverages & tobacco),

NZ(RBNZ's factoral model), Canada, Aust. (qtly TRIM measure). US PCE measure used, CPI for all others
**For federal funds rate the top of the target rangeis shown *** For meetings spanning two days, thefinal day is shown
Note: number at top of each chart is latest obvservation (yoy change for GDP and inflation, level for unemploy. rate and policy rate). 15yrs of data shown.
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The Forward View - Global September 2026

Economic Forecast Detail - Advanced Economies

2027 2028
Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4
United States
GDP
qoq% 0.5 0.4 0.7 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.5 0.4
gog, annualised % 2.1 1.5 3.0 1.7 2.1 2.0 1.9 2.0 2.0 1.9 1.9 1.8
yoy% 2.7 2.1 1.8 2.1 2.1 2.2 1.9 2.0 2.0 2.0 2.0 1.9
year-average 2.2 2.1 1.9
PCE deflator
Headline - yoy% 3.1 3.9 3.9 3.7 31 2.4 2.2 2.2 2.2 2.1 2.0 1.9
Core
qoq% 11 0.9 0.7 0.6 0.7 0.6 0.6 0.5 0.5 0.5 0.5 0.5
yoy% 3.1 3.4 3.4 3.3 2.9 2.7 2.6 2.5 2.3 2.2 2.1 2.1
Unemployment rate
qtly average % 4.3 4.3 4.1 4.1 4.1 4.1 4.2 4.2 4.2 4.2 4.2 4.3
Fed funds rate
Top of target band (%) 3.75 3.75 4.00 4.25 4.25 4.25 4.25 4.25
Euro-zone
GDP
qoq% 0.0 0.6 0.3 0.2 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.4
yoy% 0.6 1.2 11 1.1 1.4 1.1 1.1 1.2 1.2 1.3 1.4 14
year-average 1.0 1.2 13
Policy rate (%) 2.00 2.25 2.50 2.50 2.50 2.50 2.50 2.50
United Kingdom
GDP
qoq% 0.6 0.4 0.3 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.4 0.4
yoy% 0.9 1.2 14 14 1.0 0.7 0.7 0.8 0.9 11 1.2 1.4
year-average 1.2 0.8 1.2
Policy rate (%) 3.75 3.75 3.75 3.75 3.75 3.75 3.50 3.25
Japan
GDP
qoq% 0.5 0.4 0.2 0.2 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2
yoy% 0.5 0.7 1.3 1.3 1.1 1.0 1.0 1.0 0.9 0.8 0.7 0.7
year-average 0.9 1.0 0.7
Policy rate (%) 0.75 1.00 1.25 1.25 1.50 1.75 1.75 1.75
Canada
GDP
qoq% 0.1 0.8 0.4 0.2 0.5 0.4 0.4 0.4 0.4 0.4 0.4 0.4
yoy% 0.1 1.1 1.1 1.6 1.9 1.5 1.4 1.6 1.5 1.6 1.6 1.6
year-average 1.0 1.6 1.6
Policy rate (%) 2.25 2.25 2.25 2.25 2.25 2.25 2.50 2.50

Source: NAB Economics and Markets Research

FX Forecasts

Sep-26 Dec-26 Mar-27 Jun-27  Sep-27 Dec-27 Mar-28 Jun-28

AUD/USD 0.69 0.70 0.70 0.69 0.68 0.67 0.68 0.69
NZD/USD 0.57 0.59 0.60 0.61 0.61 0.61 0.61 0.62
UsSD/JPY 162.5 160.5 157.5 155.0 152.5 151.0 150.0 148.0
EUR/USD 114 115 1.16 1.15 115 115 114 1.14
GBP/USD 1.32 1.32 133 1.32 131 1.32 1.30 131
USD/CHF 0.81 0.80 0.80 0.80 0.80 0.80 0.81 0.81
USD/CAD 1.40 1.39 1.38 1.36 1.35 1.34 1.34 1.34
USD/CNY 6.70 6.60 6.50 6.40 6.40 6.40 6.43 6.45

Australian Cross Rates

AUD/NZD 121 1.19 117 113 111 111 111 111
AUD/JPY 112 112 110 107 104 101 102 102
AUD/EUR 0.61 0.61 0.60 0.60 0.59 0.58 0.60 0.61
AUD/GBP 0.52 0.53 0.53 0.52 0.52 0.51 0.52 0.53
AUD/CHF 0.56 0.56 0.56 0.56 0.55 0.54 0.55 0.56
AUD/CAD 0.97 0.97 0.97 0.94 0.92 0.90 0.91 0.92
AUD/CNY 4.62 4.62 4.55 4.42 4.35 4.29 4.37 4.45

Global FX Strategist provides details on our FX views
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https://www.nab.com.au/content/dam/nab-email-composer/nabmarketsresearch/fx-strategy/pdf/Global%20FX%20Strategist_25_Aug_26.pdf
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relevant Product Disclosure Statement or other disclosure
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Please click here to view our disclaimer and terms of use.
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