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Key events in developed markets next
week
High inflation figures will sweep across developed markets, whilst
some of the dovish central banks such as the Riksbank are
giving hawkish signals. Also next week, UK GDP data will reflect the
dampening effect of Omricon

Sweden's central bank
is expected to follow
the crowd and signal
an earlier rate rise

Record US inflation figures expected
In the US, the focus will be consumer price inflation and it is likely to see the headline rate hit 7.3%
year-on-year, the highest rate since February 1982. The core rate, which excludes the volatile food
and energy components, is expected to hit 5.9%. It was last up here in October 1982. Inflation
pressures are broad-based given robust demand in an environment of significant capacity
constraints in both the goods and the services sectors of the economy.

We can’t rule it out going higher in the near term given extreme worker shortages caused by the
Omicron variant leading to so many employee absences. This is going to keep the pressure on the
Federal Reserve to hike rates in March despite high frequency economic data pointing to the clear
risk that the economy will contract in the first quarter of this year. Underlying fundamentals are
strong though, as highlighted by the fact that there are 1.7 job vacancies for every unemployed
person in the US today. With Omicron case numbers falling in several states, we are hopeful of a
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substantial rebound in activity from the second quarter that will help pave the way for five Fed
rate hikes this year.

UK GDP set for December decline on Omicron hit
There’s little doubt that December’s monthly gross domestic product (GDP) data, due next week,
will have taken a hit due to Omicron. We expect roughly a half a percentage point fall in activity,
with noticeable hits across consumer services and transport offset partly by even higher health
output (linked to the booster vaccine push and increased testing). That will probably take GDP in
monthly terms a touch back below pre-virus levels. And indeed it’s worth remembering that
without all the extra health spending during the pandemic, output would be more than 1% lower.
Overall, the fourth quarter is likely to see output growth in the region of 1.1%.

Still, we’d expect the economy to regain its lost ground fairly quickly through the first quarter. Data
since Christmas appears to show consumers more willing to visit hospitality again, while staff
absence rates should be falling alongside Covid-19 cases in adults.

Riksbank to follow the crowd and signal earlier rate rise
With the European Central Bank slowly building up towards a rate rise (albeit more gradually and
later than the Fed), Sweden's Riksbank may be the latest central bank to signal an earlier start to
tightening. The first step is likely to involve starting quantitative tightening, which the bank has
signalled is likely to come before the first rate rise. But the global inflation narrative could also
prompt the Riksbank to bring forward the date of its first projected rate hike into 2023. We’ll get
new forecasts at its meeting next week. We think in practice the first repo rate hike could come in
early 2023.

Developed Markets Economic Calendar



THINK economic and financial analysis

Article | 4 February 2022 3

Source: Refinitiv, ING, *GMT

Authors

James Knightley
Chief International Economist
james.knightley@ing.com

James Smith
Developed Markets Economist
james.smith@ing.com

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

mailto:james.knightley@ing.com
mailto:james.smith@ing.com


THINK economic and financial analysis

Article | 4 February 2022 4

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 BR000341) 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.

http://www.ing.com

