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Activity in the services sector continued

to grow in December, but at a slower

pace, mainly due to a slowdown in new

orders.

The S&P Global composite PMI came in at

51.3 in December, up from 52.4 in

November. It was expected at 51.5.

The services PMI rose to 52.7 from 53.1,

compared to a consensus of 52.6.

Germany, which has been a major

contributor to the region's strong growth

since the beginning of the fourth quarter,

has seen a slowdown in the growth of its

overall activity.

Almost all countries in the euro area have

suffered a decline in their PMI index, the

only exception being Spain.

In France, activity stagnated after the

previous month's return to growth, while in

Italy, the private sector recorded only

marginal growth, the weakest in about a

year.
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The eurozone economy grew at a moderate pace last month, but ends 

2025 with its strongest quarterly growth in more than two years, thanks to 

the services sector offsetting the contraction in the manufacturing sector.

The euro zone composite PMI, compiled by S&P Global, came in at 51.5 in 

December, compared to an estimate of 51.9 and after 52.8 in November. 

In addition, the average PMI index for the fourth quarter came out at 52.3, 

the highest level since the second quarter of 2023. 

New orders rose for the fifth consecutive month, but at a slower pace since 

September. For example, the manufacturing sector posted a faster decline 

in new factory orders, while service companies saw their sales increase 

moderately. 

The services PMI decelerated slightly to 52.4, from a high of 53.6 reached 

in November 2025, the highest level in two and a half years. 

In December, employment increased slightly compared to November, but 

the increase remained marginal due to continued job cuts in the 

manufacturing sector.
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It fell to 2% in December, reaching the ECB's target for the first time 

since the summer.

The institution expects average inflation to be 1.9% this year, 

compared to 2.1% in 2025. Growth is expected to be stronger than 

expected. It also forecasts a GDP of 1.2% this year in the euro 

zone, compared to a previous estimate of 1%. 

Core inflation, which excludes volatile food and energy prices, fell to 

2.3% in December, from 2.4% in the previous month.

In a context of moderate inflation, the probability of a rate cut in 

2026 is zero, while a rate hike is absolutely not on the agenda. The 

ECB's task now is to support economic growth without allowing 

inflation to rise again.
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Inflation at its lowest in the euro zone
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Steepening of the curve from maturity 1 

year.

The 1-year-10 year steepened by 10 bp over 

the month.
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Expectations of lower inflation have helped push European government bond yields lower in recent days. German 10-year 

bond yields fell by 4bp on Wednesday to 2.81%, their lowest level since early December.

2-year and 10-year German sovereign rates (%)
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Inflation is currently around 2%, and we also expect inflation to be 
around 2% over the medium term.

Inflation in the euro zone
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United States: the labour market slows 

down

France | Inflation rate at 0.8% (Dec)

News Agenda

U.S. job openings fell in November to a 14-month low, 

while hiring remained sluggish. This reflects a decline in 

demand for labour against a backdrop of uncertainties 

related to the policy of customs duties on imports.

Despite the larger-than-expected drop in the number of job 

openings reported Wednesday by the Labor Department, 

employers remained reluctant to make mass layoffs. For 

example, the JOLTS report, an indicator of labour demand, 

showed a drop in job vacancies of 303,000 to 7.146 

million, compared to an estimate of 7.449 million. The 

report shows a notable decline in job vacancies but few 

signs of deteriorating labour market conditions.

The Bureau of Labor Statistics is expected to report on 

Friday an increase of 60,000 nonfarm payrolls in 

December, after an increase of 64,000 in November.

The US central bank is expected to keep interest rates 

unchanged in January. The minutes of the December 9-10 

meeting, released last week, revealed deep divisions at 

that session.
Source: Bureau of Labor Statistics
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