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Al, energy and jobs: 3 scenarios for
inflation

A look at how inflation could become even more problematic due to the
worsening energy picture, Al bottlenecks and a stronger-than-expected
jobs market - and what that would all mean for the central banks

Three scenarios for global inflation
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Energy prices fall rapidly
through the fourth quarter
Brent crude averages

75 USD/bblin Q4

Negligible. Services
inflation trends down. Food
prices contained as input
costs come down again

Productivity booms. Al
investment boom has little
inflationary impact. Major
economies experience non-
inflationary growth.

“Good” productivity story
boosts hiring. Wage
growth picks up but unit
labour costs held down by
rising output per worker.

Debt stabilises. Fading
energy shock reduces
stimulus needs. Lower
interest rates help stabilise
debt ratios.

Inflation below target by
the second half of 2027
and remains contained
through 2028

2027 rate cuts. Lower
inflation prompts swift cuts
despite resilient growth
and enables rates to stay
lower in the medium-term.

Markets reassess second
round inflation risks and
reprice the neutral rate
lower on Al productivity
story

Lower interest rates
globally are a USD
negative, prompting
EUR/USD to return to 1.20
by the end of 2027
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ING Base Case

Middle East backdrop
stabilises by year-end,
helping prices lower.
Brent crude averages
80 USD/bblin Q4

Limited. Food inflation
picks up, but pass-through
to services and core goods
stays contained.

Mixed. The Al investment
boom gradually cools
without a crash.
Productivity gains prove
patchy in the short-term.

Unemployment edges up.
Higher inflation hits firm
margins. Al takes some
jobs, but it remains a
marginal story in 2027.

Mixed support. Germany

fiscal impact grows in 2027.

Energy support remains
targeted. Some countries
embrace modest austerity.

Inflation stays above
target until late 2027
before converging on 2%
through 2028

Limited hikes. Near-term
energy pressure prompts
limited extra tightening,
but rate cuts arrive by 2028
from the Fed and ECB.

Near-term inflation
pressure and political
concerns keep yields
elevated in 2026 before
turning lower through 2027

Fed shifts away from
tightening bias only
gradually, meaning the
dollar decline only
resumes from 2Q27
onwards

Persistent inflation

Prices shoot higher as crisis
deepens through winter
Brent crude averages

115 USD/bblin Q4, hitting
130in Q1.

Forceful. Energy-intensive
inflation components
surge, rivalling 2022
experience

Investment boom. Serious
bottlenecks develop, lifting
inflation via power prices
and core goods.
Productivity disappoints.

Surging wage growth.
Worker power high as low
migration tightens job
market. Real wage growth
holds up despite oil prices.

Stimulus rises. Despite
higher borrowing costs,
political pressure sees
government boost energy
support. Debt ratios surge.

Inflation hits 5% in early
2027 and remains well
above target throughout
the year

Aggressive tightening.
Hikes exceed market
pricing. Cuts pushed back
and rates stay above pre-
war levels through 2028.

Inflation fears trigger a
bond-sell off in 2027. A
higher term premium
lingers even after cuts on
the back of inflation risks
and investment boom

Higher for longer rates and
bond market instability
drive EUR/USD into a 1.05-
1.10 range

Three scenarios for inflation and central banks
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Three scenarios for markets

(D) NG Base 2) Inflation bliss Persistent
inflation
2026 2027 2026 2027 2026 2027
leoctober 04 Q1 02 Q3 Q4 04 Q1 Q2 Q3 Q4 Q4 Q1 Q2 Q3 Q4
Brent Crude (USD/bbl) 106 80 75 68 70 69 75 70 60 65 63 115 130 115 110 105
DutChTngus(EURIMWh) 87 75 70 45 37 35 60 55 32 31 32 95 90 65 80 100
US Inflation (YoY%) 3.7% 37 31 21 22 19 37 29 17 17 1.7 44 49 37 32 18

Eurozone Inflation (YoY%) 3.8% 41 37 25 19 138 39 32 18 13 13 45 50 42 43 30

ECB Deposit Rate (%) 2.5 2.752.75 2.75 2.75 250 250 2.50 2,50 2.25 2.00 2.75 3.00 3.25 3.25 3.25
Fed Funds Rate (%) 4.0 4.25 425 425 4.25 400 4.00 4.00 3.50 3.25 3.00 4.50 5.00 5.25 5.25 5.00
2Y EUR swap rate (%) 3.40 3.30 3.25 315 3.00 2.85 3.10 2.80 2.50 2.10 2.20 4.00 4.50 4.00 3.75 3.00
10Y EUR swap rate (%) 3.55 3.50 3.40 3.35 3.20 3.15 3.40 3.20 2.70 2.30 2.30 4.00 4.30 4.20 4.10 3.90
2Y USD swap rate (%) 4.72 4.50 4.40 430 4.05 3.80 4.40 3.80 3.30 3.00 2.40 5.00 6.00 5.50 5.15 4.50
10Y USD swap rate (%) 4.86 4.75 4.75 450 4.20 420 4.70 4.30 3.50 3.20 2.80 5.25 5.75 5.60 5.50 5.40

EUR/USD 111 113113116 106 117 114 117 119 1.19 1.24  1.11 1.06 1.07 1.08 1.09
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