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FTFI Score

Notes: Forecasts represent Franklin Templeton Fixed Income’s projected policy rate one year from now. There is no assurance that any estimate, forecast or projection will be realized. 
Sources: Franklin Templeton Fixed Income Research, Bloomberg. As of March 31, 2026.

Notes: *QE = Quantitative Easing. Ranks are based on qualitative judgement based on our interpretation of central banks’ forward guidance with overall score of –6 as most dovish and +6 as most 
hawkish. There is no assurance that any estimate, forecast or projection will be realized. Source: Franklin Templeton Fixed Income Research. As of March 31, 2026.

n Dovish (–2.0) 
n Hawkish (2.0) 

n Moderately Dovish (–1.0 to –1.5)
n Moderately Hawkish (1.0 to 1.5)

n Neutral with Dovish Tilt (–0.5) 
n Neutral with HawkishTilt (0.5)

n Neutral (0.0)

The Franklin Templeton 
Fixed Income (FTFI) 
Central Bank Watch is  
a qualitative assessment  
of the central banks for  
the Group of Ten (G10) 
nations plus three addi-
tional countries (China, 
India and South Korea).  
See full methodology  
on page 6.

Market Implied Policy Rate vs. FTFI Forecasts 

FTFI Central Bank Dove-Hawk Ranking

Key highlights

Federal Reserve (Fed) 
and Bank of Canada 
(BoC) in wait-and-watch 
mode: In March, the 
Federal Open Market 
Committee (FOMC) kept 
median rate projections 
unchanged, but rising 
geopolitical and ener-
gy-driven inflation risks—
and a subtle hawkish shift 
among officials—support  
a longer Fed hold. In 
Canada, inflation sits near 
target and the economy 
remains in excess supply; 
the BoC is looking through 
the near-term oil shock 
and signaling flexibility, 
which makes near-term 
rate hikes unlikely.

Central banks in Europe are ready to 
react: Many European economies rely 
heavily on energy imports, keeping 
inflation risks front and center for poli-
cymakers. The European Central Bank 
(ECB) faces weaker expected growth 
alongside rising inflation and signaled it 
will respond quickly if the energy shock 
persists and lifts core inflation. Similarly, 
the Bank of England (BoE) dropped 
references to further easing this year 
and renewed its focus on inflation risks. 
In the Nordics, the Riksbank is buying 
time before it reacts, while Norges Bank 
will likely begin hiking soon. The Swiss 
National Bank (SNB) has focused more 
on preventing an excessive Swiss franc 
appreciation than on inflation; it 
emphasized foreign exchange (FX) 
intervention and kept rates at 0% with  
a high bar for hikes.

Asia’s net energy importer tag  
a concern: The Middle East conflict 
and the resulting supply-side shock 
put Asia—broadly a net energy 
importer—under pressure. Central 
banks in South Korea, New Zealand 
and India will weigh the risks; they 
may calibrate any tightening 
depending on how long the conflict 
lasts. We continue to expect the 
Bank of Japan (BoJ) and Reserve 
Bank of Australia (RBA) to raise 
rates, likely in April and May respec-
tively, as they respond to inflation 
concerns. By removing explicit 
references to rate cuts, we believe 
the People’s Bank of China (PBoC) 
is signaling patience, favors 
targeted liquidity tools, and may 
push expected easing into the 
second half of the year.
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Strategies Inflation Outlook 
Perception

QE*/Liquidity  
Mgmt Programs

Interest-Rate  
Forward Guidance

Federal Reserve (Fed) 1.0 –0.5 0.0
Bank of Canada (BoC) 0.5 0.0 0.0
European Central Bank (ECB) 1.0 0.5 0.0
Bank of England (BoE) 1.0 0.5 0.0
Norges Bank (NB) 1.0 0.5 1.0
Sveriges Riksbank 0.5 0.5 0.0
Swiss National Bank (SNB) -1.0 N/A 0.0
Bank of Japan (BoJ) 1.0 0.0 1.5
Reserve Bank of Australia (RBA) 1.0 1.0 1.0
Reserve Bank of New Zealand (RBNZ) –0.5 1.0 -1.5
Bank of Korea (BoK) 0.0 N/A 0.0
People’s Bank of China (PBoC) -0.5 -2.0 -1.0
Reserve Bank of India (RBI) 0.0 -1.0 0.0
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Latest thoughts on global central bank policy

US Federal Reserve 
(Fed)

Geopolitics to keep the Fed on a protracted hold
The FOMC left the policy rate unchanged in March. Despite stronger growth and inflation projections 
(particularly for 2026), median rate projections for 2026–2028 were unchanged, implying two interest rate 
cuts to a 3.125% terminal rate. Fed Chair Jerome Powell acknowledged pressure from several officials to 
adjust guidance and stepped back from prior claims that hikes were nobody’s base case, but he resisted 
framing risks as two sided, stressing that the vast majority still expect cuts. The summary of Fed policy-
makers’ projections known as the “dot plot” showed modest hawkish shifts beneath the surface. Although 
medians were unchanged, the 2026 distribution narrowed, with 14 of 19 officials favoring either one 
interest rate cut or no change. Several previously dovish participants moved higher, which Fed Chair 
Jerome Powell called meaningful. Meanwhile, inflation concerns sparked by the ongoing disruptions to 
tanker traffic through the Strait of Hormuz have shown up via a material selloff in front and long-end US 
Treasuries since February 28, and as of this writing, markets are pricing out rate cuts this year. Powell 
noted that higher energy prices would likely boost headline inflation in the near term, but argued policy-
makers should generally look through oil driven inflation unless it spills into core inflation or expectations.
Although the combination of hawkish economic forecasts and unchanged median rate projections 
implies a low bar for renewed easing later this year, especially if geopolitical risks fade quickly, we expect 
the Fed to remain on hold through the end of Powell’s term and potentially through the year given rising 
upside risks to inflation. Moreover, Powell’s explicit openness to remain at the Fed beyond May if a 
successor is not confirmed also skews risks toward a more protracted hold. In a more adverse scenario of 
sustained energy-driven inflation generating second-round inflation effects, the Fed could be forced to 
keep rates higher for longer or even consider renewed tightening. 

Bank of Canada (BoC) Looking through near-term oil risk
The BoC held its policy rate at 2.25% in March for the third successive time, stating it would “look through” 
the near-term inflationary effects of the Middle East conflict while maintaining focus on downside risks to 
growth. An oil shock has mixed effects on Canada, a major crude exporter to the United States. Sustained 
higher oil prices increase revenues for governments and energy firms, particularly in resource-rich prov-
inces. However, BoC Governor Tiff Macklem downplayed the net growth benefit, noting that while export 
income rises, higher gasoline prices reduce consumer spending power. Moreover, the persistent slack from 
the ongoing trade dispute with the United States has meant that the economy is still in excess supply. He 
also highlighted tighter financial conditions stemming from the conflict—evidenced by rising global bond 
yields, falling equity markets, and widening credit spreads. Additionally, potential disruptions in the Strait of 
Hormuz could constrain supplies of other key commodities, including fertilizers. Meanwhile, inflation itself 
remains close to the BoC’s 2% target, and according to Macklem, the risk that higher energy prices rapidly 
feed through to broader goods and services inflation appears limited. That said, the BoC dropped prior 
guidance that rates “remain appropriate,” instead signaling it “stands ready to respond as needed.” Markets 
see the BoC hiking rates aggressively this year despite Macklem’s measured messaging and his extended 
discussion of downside risks to growth and the weakened Canadian economy. We believe the BoC is likely 
to be data-dependent and flexible. Given a weak economy and subdued inflation at present, near-term 
hikes seem unlikely. However, tighter policy later in 2026 remains possible should inflation broaden beyond 
energy and become persistent.

Next expected 
move

On hold

FTFI policy rate  
1-yr forecast 

3.75

FTFI score 0.5

Next expected 
move

H2 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

2.50

FTFI score 0.5
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European Central  
Bank (ECB)

Finger on the hiking-trigger
The ECB left the deposit rate unchanged at 2% in its March meeting while evaluating the unfolding energy 
crisis. President Christine Lagarde struck a relatively neutral yet careful tone and again praised the long-
standing data dependency and meeting-by-meeting approach as uncertainty shot up. The ECB outlined 
stagflationary scenarios in varying intensities. Downside risks to growth are higher than in 2022, when 
post-pandemic pent-up demand was large and fiscal policy was looser, and the ECB could look through an 
energy-driven inflation overshoot if it remains moderate and short-lived. However, the ECB already is 
focused on second-round effects as inflation “memory” is fresh for both consumers and firms, and the infla-
tion scar from 2022–2023 still burns. The ECB staff presented four different sets of forecasts, including 
alternative scenarios with higher-for-longer energy prices. Considering the latest price moves, the baseline 
scenario looks somewhat obsolete. The adverse scenario seems to be at play (with oil peaking at around 
US$120/barrel and gas at 85 megawatts-hour), which sees inflation spiking to above 4% in the second half 
of 2026 before normalizing. Core inflation rises to 2.7% in 2027 as the impact is delayed, before normalizing 
to 2.1% by 2028. In such a scenario, real gross domestic product (GDP) likely will grow 0.6% in 2026, about 
half the central bank’s December forecast, while avoiding a recession; then it is expected to recover to trend 
relatively quickly by 2028. All scenarios embedded market expectations discounting circa two hikes from the 
ECB, suggesting some action might be warranted. The ECB stated that policymakers feel “well positioned” 
to respond to the shock. The broader macro context appears less inflationary than in 2022, as Harmonized 
Index of Consumer Prices ran slightly below 2% in the pre-Middle East conflict forecast, but the ECB is also 
ready to react quicker without quantitative easing and forward guidance delaying the hiking cycle as per last 
time. The situation remains crucially dependent on energy prices and on the fiscal reaction of governments 
which are deploying measures to cushion the blowout. However, unless a stable resolution to the war is 
reached quickly, we expect a short upward readjustment of about two interest rate hikes, possibly starting 
already in April.

Bank of England  
(BoE)

Further easing becoming a closer call
The BoE kept rates unchanged at 3.75% in March with no dissenter voters, already marking a hawkish 
shift. Surprisingly, dovish Monetary Policy Committee (MPC) member Swati Dhingra expressed openness 
for a hike at future meetings, flipping her long-held stance. Communication was also hawkish, while there 
were no new forecasts at this round. The MPC dropped guidance that further easing and inflation 
persistence were becoming less pronounced. Instead, the MPC is “alert on increased risk of domestic 
inflationary pressures through second-round effects” which rise the longer high energy prices persist. 
The MPC expressed concerns that the inflation “memory” of consumers and firms is still fresh, potentially 
raising their sensitivity to energy prices. There was also recognition of increased risks to growth. The risk 
balance for the BoE has shifted markedly from an easing bias to a hiking one if the energy shock persists. 
However, the current policy rate of 3.75% is considered restrictive by the MPC and the labor market had 
already lost momentum even before the conflict, likely buying more time to assess whether energy price 
pressures will persist. We think the BoE will likely remain on hold in the short term but could deliver one or 
two precautionary hikes if second-round effects emerge by June.

Norges Bank (NB) Hikes are coming 
Norges Bank kept the policy rate unchanged at 4.0% in March but did not miss its chance to turn back into  
a full hawkish stance. Indeed, guidance now explicitly points to hikes at “one of the forthcoming” meetings 
as inflation risks have increased due to the Middle East conflict. In the meeting minutes that Norges Bank 
will now make available immediately after, the Committee discussed a March rate hike. Norges Bank also 
raised the rate path, which now implies a high probability of two hikes by the fourth quarter (Q4) of this year, 
versus roughly two cuts before. Core inflation was already running above the December forecasts before 
the Middle East conflict and Norges Bank revised wage growth up once again to 4.5% in 2026 as labor 
unions renegotiate wage adjustments amid higher expected inflation. Moreover, we believe Norway’s 
economy will likely feel less impact from the energy crisis. The oil and gas sector should see a boost in 
profits and the government should likewise see a boost in tax revenues once again. The strong Norwegian 
krone is unlikely to dampen the inflationary considerations in such environment. Unless March inflation 
surprises to the downside, we believe Norges could hike in May and likely again in summer bringing its 
policy rate back to the June 2025 pre-easing level of 4.5%. Such moves would mark the shallowest easing 
cycle among developed market central banks (excluding the Bank of Japan).

Next expected 
move

Apr 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

2.50

FTFI score 1.5

Next expected 
move

Q3 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

4.00

FTFI score 1.5

Next expected 
move

May 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

4.50

FTFI score 2.5
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Sveriges Riksbank Too early to signal 
The Riksbank left rates unchanged at 1.75% as expected and in a unanimous decision. Guidance reiterated 
that the policy rate will likely stay at this level for some time, although the outlook is increasingly uncertain. 
Indeed, the overall tone stayed relatively constructive on the timid recovery via consumption and the labour 
market, but careful regarding the renewed inflation uncertainty. The main scenario is that the Middle East 
conflict has a “moderate” effect on inflation and the economic recovery. The Riksbank upgraded its inflation 
forecasts but still sees inflation staying well below target in 2026 and 2027, at 1.5% and 1.3% respectively—also 
due to value-added tax cuts. Meanwhile, it moderately downgraded growth this year by 0.4 percentage points 
to 2.2%. This left the policy rate path unchanged compared to December, for now. As usual, the staff also 
presented alternative scenarios. One stagflationary scenario points to greater effects on the global economy 
and a sharp rise in inflation, with policy rates rising 75–100-basis points (bps) within a year. Another scenario 
assumes demand dampens significantly and inflation weakens, which would lead the Riksbank to cut rates; 
this seems unlikely to us. Away from the spotlight, Riksbank also lowered the rate for the supplementary 
liquidity facility from 75-bps to 30-bps, lowering the stigma for banks to borrow from the central bank in case 
of stress in the interbank market while also relaxing collateral requirements. The bar for hiking rates is higher 
for the Riksbank (e.g. compared to the ECB), due to its relative smaller exposure to energy imports, higher 
economic slack and lower inflation as starting points. Thus, we expect Riksbank to deliver one or two hikes if 
the energy shock persists and if price expectations shift higher, but without rushing and likely to be delivered 
later than the ECB. 

Swiss National Bank 
(SNB)

More concerned about strong Franc than inflation
The Swiss National Bank (SNB) kept its policy rate unchanged at 0.00% at its March 2026 policy meeting, 
marking a third consecutive hold and aligning with consensus expectations. The key shift in communica-
tion was a stronger emphasis on foreign exchange intervention. The SNB stated that its willingness to 
intervene has increased, citing heightened geopolitical risks from the Middle East conflict and the need 
to prevent a rapid and excessive appreciation of the Swiss franc that could threaten price stability. The 
SNB also sees energy price increases linked to the Middle East conflict pushing inflation higher in coming 
quarters. However, the Bank characterized the impact as transitory—evident from the medium-term infla-
tion forecasts, which it nudged lower. On an annual basis, the SNB expects inflation to average 0.5% in 
both 2026 and 2027—well below its medium-term ceiling of 2%—which further goes to show that the bar 
for an interest rate hike is still elevated. The SNB signaled limited concern about inflation dynamics, but 
nonetheless, the market has priced in an interest rate hike by end-2026. We expect the SNB to keep rates 
at 0% at least through end-2026 and potentially through 2027. The central bank’s limited concern about 
inflation is understandable given the very low starting point ahead of the Middle East conflict, with Swiss 
inflation at just 0.1% year/year (y/y) in February. Meanwhile, the SNB continues to see growth of around 1% 
in 2026, improving to 1.5% in 2027, while stressing unusually high uncertainty.

Bank of Japan  
(BoJ)

An April move is likely
While the February core Consumer Price Index (CPI) came in below 2% for the first time in four years on 
policy-led measures, we are sticking to our baseline scenario of a 25-bps interest rate hike in April. The 
March meeting was nothing out of the ordinary, with an 8–1 vote to keep rates steady (one member 
dissented in favor of a hike). However, markets read Governor Kazuo Ueda’s post-meeting press confer-
ence as slightly hawkish. He continued to emphasize that prices were holding steady although the target 
to 2% is still not there yet, but highlighted upside risks from the current geopolitical stress and impact on 
higher oil prices. Japan relies heavily (almost 93% of its supply needs) on Middle East oil, and fuel makes 
up 20% of total imports, adding to a vulnerable outlook if tensions persist. Even without the current 
Middle East conflict, our base-case was for an April hike (markets are shifting towards it, but a full hike is 
priced only by July). The recent dip in inflation, with core CPI at 1.6% y/y in February, largely reflects a 
sharp dip in energy prices (9% y/y) with a resumption in electricity and gas subsidies from January 
onwards on top of the scrapping of gasoline tax in December. Barring these policy effects though, under-
lying inflation looks clearly sticky at 2%, with non-energy categories like communication, clothing and 
recreation and culture well above 2% levels. Meanwhile, food prices, though retreating from the highs of 
last summer, remain elevated. Taking all these factors into account, we believe the BoJ will look past poli-
cy-led disinflation as temporary and take stock of higher oil prices and a weaker yen to deliver an April 
hike. We have one more hike penciled for 2026 to take the policy rate to 1.25% by end-2026. 

Next expected 
move

Q3 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

2.00

FTFI score 1.0

Next expected 
move

On hold

FTFI policy rate  
1-yr forecast 

0.00

FTFI score -1.0

Next expected 
move

Apr 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

1.25

FTFI score 2.5
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Reserve Bank of 
Australia (RBA)

One more hike at least   
The RBA raised the cash rate twice in the first quarter of 2026 to 4.10%, worried about stickier inflation 
owing to supply side constraints and weak productivity. Inflation surprised on the upside in the second half 
of 2025, with both core and headline CPI rising above the RBA’s 2% to 3% target. Growth, on the other 
hand, has exceeded expectations, driven by improved business and household sentiment. However, 
recent developments in the Middle East are beginning to have local implications, with retail petrol prices 
rising. This will not only lift inflation further, but the negative supply shock will also likely weigh on growth. 
Businesses could face rising input costs and households could see a squeeze on disposable incomes. 
Combined with the monetary policy rate hikes already announced, growth will likely slow further, squeezing 
demand and likely bringing inflation back to the RBA’s target only gradually. This chain of thought will likely 
prompt the RBA to hike at least once more in this cycle in May. Such a move would take the cash rate to 
4.35%, fully reversing last year’s 75-bps of easing. Beyond that, we expect the central bank to be more 
data-dependent and cautious on external risks, weighing the impact of recent tightening on the economy 
before acting again.  

Reserve Bank of 
New Zealand (RBNZ)

Look past the immediate supply shock for now
The economy has been on a recovery path after the sharp recession it experienced, owing to large 
interest rate hikes though 2024 and 2025 aimed at bringing inflation within target levels. Recent high-fre-
quency indicators suggest growth is holding up well, with high meat and dairy prices through 2025 also 
lifting growth. But as spare capacity dwindles, inflation will likely stay stiff, as recent headline and core 
measures indicate. In addition, as a net energy importer, the current supply shock will not only feed into 
higher inflation but also weaken growth through souring sentiment and a squeeze in disposable incomes. 
Fow now, we expect the RBNZ to be data-dependent and adopt a wait-and-see approach. At 3.1% y/y in 
Q4 2025, inflation is already a tad above the top of the target band, with risks further to the upside. As 
long as the conflict remains short-term, the RBNZ will likely look past the immediate supply side 
constraints and view any near-term rise in inflation as temporary. The main concern would arise if house-
hold inflation expectations start to rise, which will depend on the longevity of the crisis. Fow now, we are 
comfortable with our assessment that the central bank will largely stay on hold, with a rate hike possible in 
the first half of 2026. We need more evidence in the data—on both growth and inflation—before the RBNZ 
moves the needle and acts sooner.

Bank of Korea (BoK) A hike or hold depending on oil
In its last meeting on February 26, the BoK unanimously kept policy rates unchanged at 2.50% and intro-
duced a new dot-plot which signaled a bias for staying on hold over the next six months. Simultaneously, the 
central bank marginally upgraded its growth expectations for 2026 to 2.0% (from 1.8%), reflecting the posi-
tive momentum in the semiconductor super cycle, while maintaining inflation forecasts at close to the target 
of 2%. Yet, the ground realities have changed since Middle East tensions flared at the beginning of March. 
Relatively higher oil prices could begin to unsettle inflation expectations. While financial stability risks 
continue to be a concern, house prices are stabilizing thanks to regulatory policy focus shifting to market 
volatility and risks of capital outflows. The BoK will also have a new governor in Hyun Song Shin, who will take 
over from the meeting in May, and markets read him as leaning hawkish on policy. We think much of the 
BoK’s future policy action will depend on the policy biases of the new governor and two other changes to 
the Monetary Policy Board (Governor Rhee Chang-yong will chair his last meeting on April 10), in addition to 
how long the geopolitical crisis in the Middle East persists. Even without these external tensions our base-
line scenario was for a prolonged hold in 2026 followed by a rate hike in early 2027, but the crisis could bring 
that hike forward if it persists. If oil prices stay above US$100 per barrel for long, we could see the BoK deliver 
one to two hikes in the next few months, as early as May or July. The won’s weakness, elevated oil prices and 
high household leverage will likely be catalysts for an early move if tensions persist. 

Next expected 
move

May 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

4.35

FTFI score 3.0

Next expected 
move

H2 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

3.00

FTFI score –1.0

Next expected 
move

Q2 2026 
(+25bp)

FTFI policy rate  
1-yr forecast 

3.00

FTFI score 0.0
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People’s Bank of China 
(PBoC)

Signaling patience in the face of rising inflation and geopolitical uncertainties
The PBoC signaled a more neutral monetary policy stance at its March 2026 meeting, prompting a reassess-
ment of the near-term easing outlook. In a notable shift from recent guidance, the PBoC removed explicit 
references to policy rate cuts, instead stating it would “effectively guide and adjust interest rate levels,” while 
mentioning “implementation” of reserve requirement ratio policy without signaling reductions. This contrasts 
with earlier statements that had explicitly endorsed rate and reserve requirement ratio (RRR) cuts when 
appropriate. The change in tone suggests declining odds of near-term rate cuts. Rising global energy prices 
have increased short-term inflation pressures and uncertainty, while China remains exposed to potential 
supply shocks given that part of its energy imports transit the Strait of Hormuz. Moreover, with other major 
central banks likely delaying easing or even hiking in response to the same energy shock, the scope for 
unilateral Chinese rate cuts is lower, as easing in this environment may weigh on the yuan. However, struc-
tural monetary policy instruments remain a key focus for the central bank, signaling continued reliance on 
targeted liquidity measures rather than broad-based easing. To enhance policy effectiveness, the PBoC also 
reaffirmed coordination with fiscal policy, including interest subsidies and risk-sharing mechanisms. The 
PBoC vowed to firmly safeguard stability across equity, bond and FX markets, a stance that likely reflects 
heightened risks stemming from the ongoing geopolitical disruptions in the Middle East. In terms of the 
outlook, PBoC expectations for easing have been pushed back rather than removed. We expect a 50-bp RRR 
and a 10-bp rate cut in the second half of the year, with the latter potentially in the fourth quarter.

Reserve Bank of India 
(RBI)

Calibrated approach 
The RBI faces multiple headwinds. High crude oil prices and their secondary effects create risks to growth, 
the current account, the rupee and liquidity—along with potential inflationary impacts. Up until its February 
meeting, the RBI was more balanced on policy rates, with a focus on improving the passthrough of earlier 
rate cuts and improving bond market transmission by keeping liquidity well in balance. But the fallout of the 
current Middle East crisis risks hits the Indian economy hard, with knock-on effects on cooking gas and 
fertilizers. The rupee will also likely bear the brunt of this, in terms of both higher import bills and souring 
sentiment. We expect the RBI to continue to intervene in the FX market to curb excessive volatility but stay 
away from immediate rate hikes, as the crisis is more a supply shock. The risks of a weaker rupee and higher 
bond yields could lead to higher borrowing costs for banks, which the RBI would need to ably mitigate. We 
continue to expect the central bank will take a more nuanced and calibrated approach, with hawkish under-
tones depending on the longevity of the crisis. For now, we see the RBI to be on hold.

*For the US, the rate considered is the upper bound of the Fed Funds target range. **Market implied rates are based on Bloomberg's MIPR rates. ***Japan's CPI is official core, CPI excluding fresh food. 
Source: Bloomberg. Analysis by Franklin Templeton Fixed Income research, each country's respective national sources. As of March 31, 2026.

Franklin Templeton Fixed Income (FTFI) Policy Rate Forecasts vs. Market Pricing
As of March 31, 2026

Country Inflation  
(Latest % 

Y/Y)

Official Rate Current 
Rate  

(% pa)

Last Change Next Change 
(FTFI Forecast)

Market Implied  
Policy Rate** (%)

FTFI Policy Rate 
Forecast (%)

United States 2.4 Fed Funds* 3.75 Dec 2025 (-25bp) On Hold 3.59 3.38 3.75 4.00

Canada 1.8 O/N Rate 2.25 Oct 2025 (-25bp) H2 2026 (+25bp) 2.78 2.95 2.50 2.75

Euro Area 2.5 Deposit Rate 2.00 Jun 2025 (-25bp) Apr 2026 (+25bp) 2.27 2.35 2.50 2.00

United Kingdom 3.0 Bank Rate 3.75 Dec 2025 (-25bp) Q3 2026 (+25bp) 4.26 4.04 4.00 3.50

Norway 2.7 Deposit Rate 4.00 Sep 2025 (-25bp) May 2026 (+25bp) 4.46 4.00 4.50 3.75

Sweden 0.3 Repo Rate 1.75 Sep 2025 (-25bp) Q3 2026 (+25bp) 2.55 2.61 2.00 2.00

Switzerland 0.1 Policy Rate 0.00 Jun 2025 (-25bp) On Hold 0.25 0.19 0.00 0.25

Japan*** 1.6 Policy Rate 0.75 Dec 2025 (+25bp) Apr 2026 (+25bp) 1.40 1.84 1.25 1.75

Australia 3.7 Cash Rate 4.10 Mar 2026 (+25bp) May 2026 (+25bp) 4.64 4.47 4.35 4.35

New Zealand 3.1 Cash Rate 2.25 Nov 2025 (-25bp) H2 2026 (+25bp) 3.29 3.93 3.00 3.25

South Korea 2.0 7D Repo Rate 2.50 May 2025 (-25bp) Q2 2026 (+25bp) 3.61 3.55 3.00 3.00

China 1.3 7D Rev Repo Rate 1.40 May 2025 (-10bp) H2 2026 (-10bp) 1.42 1.46 1.30 1.30

India 3.2 Repo Rate 5.25 Dec 2025 (-25bp) On Hold 4.81 4.92 5.25 5.25

	 1-Year	 2-Year	 1-Year	 2-Year

Next expected 
move

H2 2026 
(-10bp)

FTFI policy rate  
1-yr forecast 

1.30

FTFI score -3.5

Next expected 
move

On hold

FTFI policy rate  
1-yr forecast 

5.25

FTFI score -1.0
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About Franklin Templeton Fixed Income
Franklin Templeton has been among the first to actively invest in 
many sectors of the fixed income markets as they have evolved—
covering corporate credit, mortgage-based securities, asset backed 
securities and municipal bonds since the 1970s, international  
fixed income since the 1980s, bank loans since the early 2000s,  
and digital assets since the 2010s. Over 145 investment professionals 
globally support the portfolio managers, who oversee more than 
US$140 billion in assets under management. Being part of an estab-
lished investment group at Franklin Templeton gives the portfolio 
managers access to experts across different areas of the fixed 
income market, helping them to diversify opportunities and risks 
across multiple sectors.

Our global reach through Franklin Templeton Investments provides 
access to additional research, trading and risk management 
resources. Portfolio managers have opportunities to exchange 
insights with other investment groups, and collaborate with  
an independent risk team that regularly examines risk analytics to 
help identify and address areas of excessive risk exposure within  
our portfolios. 

WHAT ARE THE RISKS?
All investments involve risks, including possible loss of principal. 
Fixed income securities involve interest rate, credit, inflation and reinvestment risks, and possible loss of principal. As interest rates rise, the value 
of fixed income securities falls. Low-rated, high-yield bonds are subject to greater price volatility, illiquidity and possibility of default.
International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which 
could increase volatility. These risks are magnified in emerging markets. 
Sovereign debt securities are subject to various risks in addition to those relating to debt securities and foreign securities generally, including, 
but not limited to, the risk that a governmental entity may be unwilling or unable to pay interest and repay principal on its sovereign debt. To the 
extent a strategy focuses on particular countries, regions, industries, sectors or types of investment from time to time, it may be subject to 
greater risks of adverse developments in such areas of focus than a strategy that invests in a wider variety of countries, regions, industries, sectors 
or investments. 
The government’s participation in the economy is still high and, therefore, investments in China will be subject to larger regulatory risk levels 
compared to many other countries.
There is no assurance that any estimate, forecast or projection will be realized.

Franklin Templeton Fixed Income (FTFI) Central Bank ranking methodology 
Each central bank is scored on three parameters: Inflation Outlook Perception, Quantitative Easing/Liquidity Management Programs, and Interest Rate Forward Guidance. Each parameter can be 
scored from a range with a minimum of –2 (dovish) and a maximum of +2 (hawkish). The methodology for scoring compares the latest monetary policy statement/press statements with prior ones to 
see how the language and tone regarding each of these parameters may have changed over time. The scores are ultimately aggregated for each central bank, with a final FTFI score ranking each 
from –6 (for most dovish) to +6 (for most hawkish). We also provide our one-year ahead policy rate expectations and compare our rankings and expectations with market implied policy rates to eval-
uate how the difference between our expectations/rankings and market expectations/rankings.



IMPORTANT LEGAL INFORMATION
This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or 
solicitation to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax advice. This material may not be 
reproduced, distributed or published without prior written permission from Franklin Templeton.
The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date and may 
change without notice. The underlying assumptions and these views are subject to change based on market and other conditions and may differ 
from other portfolio managers or the firm as a whole. The information provided in this material is not intended as a complete analysis of every 
material fact regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, stock 
market, bond market or the economic trends of the markets will be realized. The value of investments and the income from them can go down as 
well as up and you may not get back the full amount that you invested. Past performance is not necessarily indicative nor a guarantee of future 
performance. All investments involve risks, including possible loss of principal.
Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon in 
that connection and, as such, is provided to you incidentally. Data from third-party sources may have been used in the preparation of this material 
and Franklin Templeton (“FT”) has not independently verified, validated or audited such data. Although information has been obtained from 
sources that Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete 
or condensed and may be subject to change at any time without notice. The mention of any individual securities should neither constitute nor 
be construed as a recommendation to purchase, hold or sell any securities, and the information provided regarding such individual securities (if 
any) is not a sufficient basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this 
information, and reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user.
Franklin Templeton has environmental, social and governance (ESG) capabilities; however, not all strategies or products for a strategy consider 
“ESG” as part of their investment process. 
Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their 
distributors as local laws and regulation permits. Please consult your own financial professional or Franklin Templeton institutional contact for 
further information on availability of products and services in your jurisdiction.

Brazil: Issued by Franklin Templeton Investimentos (Brasil) Ltda., authorized to render investment management services by CVM per Declaratory Act n. 6.534, issued on October 1, 2001. Canada: 
Issued by Franklin Templeton Investments Corp., 200 King Street West, Suite 1400 Toronto, ON, M5H3T4, Fax: (416) 364-1163, (800) 387-0830, www.franklintempleton.ca. Offshore Americas: Outside 
the US, this publication is made available by Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906. Tel: (800) 239-3894 (USA Toll-Free), (877) 389-0076 (Canada Toll-Free) and 
Fax: (727) 299-8736. US: Issued by Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com. Investments are not FDIC 
insured; may lose value; and are not bank guaranteed. 
Issued in Europe by: Franklin Templeton International Services S.à r.l. – Supervised by the Commission de Surveillance du Secteur Financier – 8A, rue Albert Borschette, L-1246 Luxembourg. Tel: 
+352-46 66 67-1, Fax: +352 342080 9861. Poland: Issued by Templeton Asset Management (Poland) TFI S.A.; Rondo ONZ 1; 00-124 Warsaw. South Africa: Issued by Franklin Templeton Investments 
SA (PTY) Ltd, which is an authorized Financial Services Provider. Tel: +27 (21) 831 7400, Fax: +27 (21) 10 344 0686. Switzerland: Issued by Franklin Templeton Switzerland Ltd, Talstrasse 41, CH-8001, 
Zurich. United Arab Emirates: Issued by Franklin Templeton Investments (ME) Limited, authorized and regulated by the Dubai Financial Services Authority. Dubai office: Franklin Templeton, The 
Gate, East Wing, Level 2, Dubai International Financial Centre, P.O. Box 506613, Dubai, U.A.E. Tel: +9714-4284100, Fax: +9714-4284140. UK: Issued by Franklin Templeton Investment Management 
Limited (FTIML), registered office: Cannon Place, 78 Cannon Street, London EC4N 6HL. Tel: +44 (0)20 7073 8500. Authorized and regulated in the United Kingdom by the Financial Conduct Authority. 
Australia: Issued by Franklin Templeton Australia Limited (ABN 76 004 835 849) (Australian Financial Services License Holder No. 240827), Level 47, 120 Collins Street, Melbourne, Victoria 3000. 
Hong Kong: Issued by Franklin Templeton Investments (Asia) Limited, 62/F, Two IFC, 8 Finance Street, Central, Hong Kong. Japan: Issued by Franklin Templeton Investments Japan Limited. Korea: 
Issued by Franklin Templeton Investment Trust Management Co., Ltd., 3rd fl., CCMM Building, 12 Youido-Dong, Youngdungpo-Gu, Seoul, Korea 150-968. Malaysia: Issued by Franklin Templeton 
Asset Management (Malaysia) Sdn. Bhd. & Franklin Templeton GSC Asset Management Sdn. Bhd. This document has not been reviewed by Securities Commission Malaysia. Singapore: Issued by 
Templeton Asset Management Ltd. Registration No. (UEN) 199205211E and Legg Mason Asset Management Singapore Pte. Limited, Registration Number (UEN) 200007942R.  Legg Mason Asset 
Management Singapore Pte. Limited is an indirect wholly owned subsidiary of Franklin Resources, Inc. 7 Temasek Boulevard, #26-03 Suntec Tower One, 038987, Singapore. 
Please visit www.franklinresources.com to be directed to your local Franklin Templeton website.
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