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Central banks: How your views compare
to ours

We ran a series of live polls at our recent Economics Live webinar
earlier this week, and this is how the views of our listeners compare to
our own. You can listen back to our event via our THINK Aloud podcast

On Monday 12 June, we hosted more than 400 ING customers and colleagues in a live
webinar which looked at the June central bank meetings and our longer-term expectations.
We asked participants for their own views on a range of topics, and we've included the
results below, and how these compare to our own house view.

You can listen back to the event via our THINK Aloud podcast, available on our website and
via Apple/Spotify podcasts.
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https://think.ing.com/podcasts/listen-central-banks-inflation-and-why-the-battle-isnt-over/
https://www.ing.com/Newsroom/News/Listen-Central-banks-inflation-and-why-the-battle-isnt-over.htm
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Question one

Will the Federal Reserve have
cut rates by the end of this year?

Yes 32%
Not sure 12%
Source: ING 7

Poll conducted at our recent Economics Live webinar. 204 responses from ING
customers/colleagues

Our verdict: Federal Reserve

While not a majority view, we think there is a strong chance that the Federal Reserve lowers
interest rates before year-end. The US economy has experienced the most rapid increase in policy
rates for 40 years and the central bank is also shrinking its balance sheet via quantitative
tightening, while recent banking stresses have led to a significant tightening of lending conditions.

Coming at a time when business confidence is already at depressed levels and with the housing
market stagnating, recessionary forces are building. Inflation is slowing, admittedly not as rapidly
as the Fed would like, but heavy weightings for shelter and vehicles offer hope that the disinflation
process will accelerate in the second half of 2023. Rents are topping out in most major cities and
vehicle prices are also coming under downward pressure with survey evidence pointing to
weakening corporate pricing power more broadly.

The Fed has a dual mandate of targeting 2% inflation and maximising employment. If, as we fear,
unemployment starts to rise later in the year, optimising for the two goals means we could start to
see monetary policy move from restrictive territory to a more neutral footing.

James Knightley, Chief International Economist
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Question 2

How many more 25bp rate hikes do you

expect from the ECB (incl. this week)?

Zero ‘ 1%

Ore | 22%

Three | 15%

Four or
more

2%

Source: ING
Poll conducted at our recent Economics Live webinar. 217 responses from ING
customers/colleagues

Our verdict: European Central Bank

Upward revisions to the ECB's staff projections for both headline and core inflation at the June
meeting suggest that interest rates are set to rise a little further than our webinar participants
expect. In addition to the rate hike at Thursday's meeting, we now expect further moves in both
July and September.

Still, and even if ECB President Christine Lagarde tried to paint a different picture, with the Federal
Reserve's hawkish pause and a eurozone economy not only turning out to be less resilient than
anticipated but also facing a very subdued growth outlook, the ECB is increasingly taking the risk of
worsening the economic outlook. Also, historical evidence suggests that core inflation normally
lags headline inflation while services inflation lags that of goods. These are two strong arguments
for a further slowing of core inflation in the second half of the year.

However, as much as arguments against further rate hikes are getting stronger, the ECB simply
cannot afford to be wrong about inflation. The Bank wants and has to be sure that it has slayed
the inflation dragon before considering a policy change. We won't be seeing that at the July
meeting, and probably not in the September one, either. In fact, we think it would require an
economic earthquake for the European Central Bank not to hike in September as well.

Carsten Brzeski, Global Head of Macro
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Question 3

Does the UK have a bigger inflation problem
than the US/Eurozone?

No 13%
Not sure 12%
Source: ING

Poll conducted at our recent Economics Live webinar. 203 responses from ING
customers/colleagues

Our verdict: UK inflation

It's not difficult to see why the result of our poll was so one-way. The most recent CPl data came in
well above expectations, and financial markets have increasingly concluded that the Bank of
England faces a tougher task in bringing down inflation than the Federal Reserve. Rate
expectations are as elevated, and as divergent from the US, as they were last autumn during the
'mini budget’ crisis.

To some extent we're sympathetic. Worker shortages appear to have been more acute than in
other advanced economies, owing to a large fall in worker participation and lack of migration
during the pandemic - though both trends have somewhat reversed over recent months. Wage
growth is likely to be very slow to fall back to pre-Covid averages, and we think headline regular
pay growth will be above 5% throughout 2023 (vs 7% currently).

Then again, the disinflationary pressures we're starting to see overseas are also applicable to the
UK. Goods price inflation should continue to slow on weaker global demand/manufacturing, while
we think pressures in the service sector should begin to ease in line with much lower natural gas
prices. Survey measures of inflationary pressures among corporates have also eased during the
first half of this year.

Markets are therefore probably overestimating the Bank of England's inflation challenge, and
policymakers can probably pause once rates hit 5% (most likely in August).

James Smith, Developed Markets Economist
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Question 4

Where do you see EUR/USD
ending 2023 (currently 1.07)?

1.05 or below 7 19%
1.06-1.09 33%
1.15 or above | 4%
Source: ING

Poll conducted at our recent Economics Live webinar. 209 responses from ING
customers/colleagues

Our verdict: EUR/USD outlook

Given EUR/USD was trading near 1.07 at the time of the poll, participants have clearly taken a
bullish directional view on EUR/USD. The central expectation is for a modest move higher, with only
a very few envisaging gains above 1.15 by year-end. Combining the responses of both the
EUR/USD and the Fed polls, the preference for a modest EUR/USD upside looks to be based on the
view that the Fed will not be rushed into easing.

Where we differ from the poll result is that we expect the Fed to turn more dovish than most
expect - which will lead EUR/USD above 1.15 by year-end. This week's events have provided some
support to the magnitude of our call, where EUR/USD is trading not far from 1.10 at a time when
the Fed is still talking hawkishly and the US yield curve remains heavily inverted. How high will
EUR/USD trade if the Fed does actually cut rates - as we believe - this year?

Chris Turner, Global Head of Markets and Regional Head of Research for UK & CEE
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Disclaimer
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purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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