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Key events in developed markets next
week

Expect Fed Chair Powell to reiterate his comment 'an ounce of
prevention is worth more than a pound of cure' as he testifies before
Congress next week. Elsewhere, UK monthly GDP report is set to be a
noisy one

Source: Shutterstock

(¥ US: Pulling the trigger

The main focus in the US will be Federal Reserve Chair Jerome Powell testifying to Congress on
monetary policy. At the June FOMC meeting officials clearly signalled they were preparing the
groundwork for an interest rate cut to mitigate against “uncertainties” that could weigh on the
economic outlook.

Activity data is showing signs of softening, inflation pressures are benign and markets are keen for
action (as is President Trump). We expect the Fed Chair to signal a 25bp rate cut at the July FOMC
meeting and he is likely to repeat his comment that “an ounce of prevention is worth more than a
pound of cure”. Financial markets are currently pricing in three rate cuts for 2019 with a fourth
coming in early 2020, but we think this is overdone given solid US economic fundamentals and the
likelihood that a US-China trade deal will eventually be signed later this year. A long-term trade
deal would be a huge fillip for global growth and financial market risk appetite, hence why we only
expect two 25bp rate cuts this year - one in July and one in September.
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(v Canada: Cautious optimism

The Bank of Canada is widely expected to keep monetary policy unchanged given recent
improvements in sentiment and activity data and a surprise pick-up in inflation. We also have to
remember that the BoC raised interest rates far less aggressively than the Federal Reserve so while
rate cuts look likely in the US, monetary policy is still described as “accommodative” in Canada.

(¥ UK: Lacklustre GDP points to stable BoE rate outlook

Next week’s UK monthly GDP report is set to be a fairly noisy one. Back in April, the fact that
several car manufacturers brought forward their annual shutdown saw output plummet. Now that
those closures have finished, car production moved back to more normal levels in May should
translate into a partial rebound in overall industrial output.

But away from vehicles, the manufacturing sector is being plagued by a slowdown in new orders
as firms grapple with what to do with elevated stock levels, having built up so much inventory in
anticipation of a possible ‘no deal’ scenario earlier in the year. Much of this is noise, but even once
that is stripped out, the underlying trend doesn't look much prettier. For that reason, we struggle
to see the Bank of England increasing interest rates this year, although equally, we think markets
are getting a bit ahead of themselves when beginning to price in a 2019 rate cut.

(v Sweden: Inflation to back-up Riksbank rate hike guidance

While Swedish inflation will dip back below the Riksbank’s 2% target, importantly it is still likely to
come in roughly in line with the Riksbank’s latest forecast. In other words, it would support
policymakers’ recent guidance that the next rate hike could come as soon as late-2019. In reality
though, we think this is unlikely. Global risks are mounting, and there was a subtle nod to this in
the Riksbank’s July statement. Similarly, we think there’s a risk that next year's wage negotiations
produce a more lacklustre outcome than the central bank's recent set of forecasts suggest. We
expect the repo rate to remain on hold for the foreseeable future.

Developed Markets Economic Calendar
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Sweden

Japan

Germany

Japan

Time Data/event
Saturday 6 July

0910 Riksbank's Ingves Gives Speech in France
Monday 8 July

0050 May P C/A Balance, adjusted (Yen bn) 1231 -
0050 May Core machine orders (MoM/YoY%) -4.6/5.7 -/-
0130 BoJ Governor Kuroda Speaks at Branch Managers Meeting

0700 May Industrial Production (MoM/YoY%) 1.0/-2.8 -/-

1100 Jun NFIB Small Business Optimism -
- Fed's Bullard (1510) and Bostic (1900) speaks
0030 May Labor cash earnings (YoY%) -0.2 -

1900 Jun 19 FOMC Meeting Minutes
1500 Fed's Powell Testifies Before House Financial Services Panel
1830 Fed's Bullard To Speak at Washington University in St. Louis

Source: ING, Bloomberg
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1600.1
5.2/2.5

-1.9/-1.8

0700 May Trade Balance (€bn) 19.0 17.9
Tuesday 9 July

105.0

-0.3

Norwa 0700 May GDP Mdainland (MoM%) 0.3
Wednesday 10 July

Japan 0050 Jun PPl (MoM/YoY%) 0.2/0.7 -/~ -0.1/0.7

UK 0930 May Industrial Production (MoM/YoY%) 1.5/1.1 -f- 271
0930 May Services Index (MoM%) 0.0 0.1 0.0
0930 May GDP (MoM%) 0.2 -0.4
0930 May Trade Balance (£m) - = 2740

Canada 1500 Bank of Canada Policy Rate 175 1.75 1.75

New Zealand - RBNZ's Orr Scheduled to Speak on Phase 2 Review

Norway 0700 Jun CPI (MoM/YoY%) -/- -/- -0.3/2.5
0700 Jun CPI - ATE (MoM/YoY%) -/- -/- -0.2/2.3
1330 Jun CPI (MoM%) 0.0/1.6 0.0 0.1
1330 Jun CPI ex. food and energy (MoM/YoY%) 0.2/20 0.2/- 0.1/2
1500 Fed's Powell Testifies Before Senate Banking Committee

Japan 0530 May Tertiary industry index (MoM%) 0.1 - 0.8

Germany 0700 Jun F CPI (MoM/YoY%) 0.3/1.6 -/~ 0.3/1.6

UK 1030 BOE publishes Financial Stability Report

Australia 0200 Jul CPI expectations (YoY%) - - 3.3

Sweden 0830 Jun CPI (MoM/YoY%) -0.2/1.7 4= OF22
0830 Jun CPIF (MoM/YoY%) -0.1/1.7 )5 /251

Japan 0530 May F Industrial production - Prel (MoM/YoY%) -/- -/~ 2.3/-1.8

Eurozone 1000 May Industrial Production, WDA, YoY% . - -0.4

UK 0930 BOE's Vlieghe speaks in London

Italy 1400 Bank of Italy Releases the Quarterly Economic Bulletin

Spain 0800 Jun F HICP (MoM/YoY%) -/- -/~ -0.1/0.6


https://think.ing.com/uploads/reports/0407DMCal.pdf
mailto:james.knightley@ing.com
mailto:james.smith@ing.com

THINK economic and financial analysis

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 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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