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Key events in developed markets next
week
Ongoing supply issues are likely to keep inflation figures high across
developed markets this week. In the US, a tapering of QE asset purchases
in looking unlikely in September
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US: QE tapering announcement unlikely
Recent softness in some of the jobs and activity data mean that a quantitative easing tapering
announcement at the Federal Reserve’s September FOMC meeting looks unlikely. November
seems the more probable date with asset purchases slowed from December onwards. The
case for a dialling back of stimulus is strong given signs that the soft patch in activity caused
by the resurgence of Covid may tentatively be coming to an end. Restaurant booking data and
air passenger numbers have bounced sharply while Covid case numbers appear to be peaking
in most states. Consequently, the steep fall in August retail sales that we are expecting, we
hope, can be largely brushed off. We predict total sales fell 1.5% month-on-month given the
volume of auto sales plunged 11.5%. Even with price increases, this still means that the dollar
value of auto sales will be a huge drag given that in July, autos accounted for 19% of all retail
sales. Based on the high frequency numbers we are seeing, we expect a stabilisation in
September before a rebound in retail sales gets underway in 4Q, driven by strong employment
and wage gains.

High inflation is also a reason to justify a Fed taper. Headline CPI is likely to remain close to
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5.5% year-on-year this week with core inflation remaining at 4.3%. Given ongoing supply
issues, rising labour costs and a clear sense of strong corporate pricing power – note the latest
Federal Reserve Beige Book stated “several Districts indicated that businesses anticipate
significant hikes in their selling prices in the months ahead” – we see little reason for inflation
to fall meaningfully before 2Q 2022. The risk is that rising inflation expectations keeps it higher.
Consequently, we continue to look for the Federal Reserve to conduct a swift taper with asset
purchases ending in 2Q and interest rates increasing from late 2022 onwards.

Developed Markets Economic Calendar

Source: Refinitiv, ING, *GMT
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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 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 www.ing.com.
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