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In pictures: ING's 2019 economic outlook

Our 2019 predictions in five charts

Source: Shutterstock

Growth in Europe

Growth is annual GDP change
FX forecasts are for end-2019

Sweden

The Riksbank looks set to finally raise
interest rates in 2019. But a slowing
domestic economy, persistently weak
core inflation, and a darkening global
outlook could easily derail that plan (yet
again).

Norway

A strengthening recovery means two
more rate hikes in 2019 are likely. But
high household indebtedness and Growth: 1.5% = 2 rate hikes » EUR/SEK: 10.50
volatile oil prices will keep Norges Bank
treading carefully.

Growth: 2.3% - 2 rate hikes - EUR/NOK: 9.30

United Kingdom

Avoiding ‘no deal’ would give activity a
modest boost - but lack of clarity on
future trade will keep a brake on growth.
Risk that BoE hike pushed back if Brexit
goes to the wire,

Growth: 1.6% - 1 rate hike - EUR/GBP: 0.85

Eurozone

The growth cycle has likely peaked,
affected by downside risks like Brexit,
Italian budget concerns and trade. As
output gaps have closed, the ECB will SNB to be cautious and stay dovish,
work towards normalisation. keeping rates in negative territory.

Growth: 1.4% - 1 rate hike = EUR/USD: 1.20 Growth: 1.9% = No rate change « EUR/CHF: 1.20 i

Source: ING

Switzerland
Domestic growth drivers are expected to
gain importance relative to foreign trade.
Risk of CHF appreciation could force the
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The Eurozone in 2019

Italy Spain
Germang The 2019 fiscal push looks set to be  SRMEKETEIINIAE
Hovering between solid domestic dampened by the negative fallout ISR

; of high government bond spread growth is expected
fundamentals and increased external Bl ey el to remain above the

uncertainties, the economy enters its investment set to slow, while the Eurozone average.

th i i impact of public investment efforts
11t year of expansion. With fiscal A e

stimulus and low interest rates, risk. Private consumption will be
investment could become the next (et sy G gy

“big thing". 1 7
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Netherlands Austria Portugal
With the labour market
tightening further, growth
slows down. Yet, growth
above potential 2 _2% 1.9%
real incomes.
Ireland

3.5%

Source: ING

Growth in Emerging Europe

Growth is annual GDP change
Russia FX forecasts are for end-2019
Growth to weaken, as VAT hike & higher CPI Growth: 1.0%
to constrain consumption, while No rate change
uncertainty related to budget policy and USD/RUB: 65.00
external risks will limit investment growth.

Poland
Economy is already past the peak, with Growth: 3
moderating consumption and external
demand. Investments should keep growth
solid. MPC should maintain stable rates.

Czech Republic

Expect growth to stay close to its potential,
mainly driven by domestic demand and
investment activity.

Hungary

GDP growth is expected to decelerate,
while output gap remains positive. The
main driver remains the domestic demand.

Romania

GDP growth supported by expected strong

wages, while stubbornly high inflation will 3 rate hikes
likely force NBR into more tightening. EUR/RON: 4.75
Turkey

Rising inflation in early 2019 & likely
pressure on TRY could force CBT to adjust the
policy rate. But with the impact of tax cuts &
stable TRY, risks are on the downside.
Source: ING

Article | 30 November 2018 2



THINK economic and financial analysis

Growth in the Americas

Growth is annual GDP change
FX forecasts are for end-2019

Canada

Aligned with the US slowdown, growth
will be milder - though still healthy.
Two rate hikes likely, but if downside
risks subside (e.g. dismal wage growth),
we could easily see a third. CAD to slip
to the slow 1.20's

Mexico
Mexico's steady growth trajectory should|
be extended into next year, but recent
policy decisions should discourage
private investment, adding downside
risks to its medium-term trajectory.

Growth: 2.0% - 1 rate hike - USD/MXN: 19.5
Growth: 2.1% - 2 rate hikes - USD/CAD: 1.21 % E 0ot

United States

Strong momentum plus rising wages are
the positives, but the headwinds are
intensifying. Lagged effects of higher
rates and USD plus fading fiscal support,
weaker external demand & trade
protectionism mean growth will
moderate. Inflation could be more
persistent on wages & tariffs.

Brazil
Investor friendly policy decisions by the
incoming administration added upside to
Brazil's medium-term growth trajectory,

but much still rests on the approval of
fiscal austerity legislating during 2019.

Growth: 2.5% - No rate change - USD/BRL: 3.60

Growth: 2.4% - 3 rate hikes - EUR/USD: 1.20

Source: ING

Growth in Asia

Growth: 6.3% China

ARG Xl Key risk will be escalation of the US-China trade
USD/CNY: 7.30 war. To offset this, we expect fiscal stimulus via
infrastructure projects to increasingly support
economic growth.

Japan

2019 looks to begin on a strong note as post-Jebi
reconstruction boosts activity. Higher consumption
tax may lift inflation but not to the extent of
requiring the Bank of Japan to raise rates.

No rate change
USD/IPY: 105.00

Thailand
GfOWthi_:"-B% Lack of stimulus will keep growth below the
1rate hike government's 4% comfort level. Absent any

CERALEEERDE inflation pressure, there will be no reasons for

the Bank of Thailand to meaningfully raise rates.
Malaysia

All depends on where oil is heading. Firmer oil price
will be positive for growth as well as public finances.
This will keep growth above 4%. Don't expect the
Bank Negara Malaysia to change policy at all.

Growth: 4.5%
nge
USD/MYR: 4.21

" Indonesia
Gthh:.IO% Y 25 With elections around the corner, higher
2 rate hikes 2 rate hikes

y government spending bodes well for growth. Though
India (o [ 00 ESDDEH 00 this could strain external payments by boosting
I]hledehconomg Clng W‘ICIVKEtSdW'\” be demand, and exert weakening pressure on IDR.

eld hostage with increase

political uncertainty in the run up
to general elections in May 2019.
Lower oil price will be good for
inflation, reducing risk of a Reserve
Bank of India rate hike.

Source: ING

Growth is annual GDP change
FX forecasts are for end-2019

Provided to you by the global economics team
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
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 requlation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) 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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