ING

Article | 11 August 2023

THINK economic and financial analysis

Key events in developed markets next
week

We expect the minutes from the July Federal Open Market

Committee (FOMC) meeting will continue to exhibit hawkish
sentiments with the Fed wary about signalling an imminent peak in US
interest rates, with markets fully embracing the soft landing story.
Meanwhile, in the UK, inflation and wage data will be released
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(¥ US markets have fully embraced the soft landing story

Markets have fully embraced the soft landing story in the United States whereby growth is
respectable while inflation is slowing nicely, offering the Fed the opportunity to call time on
interest rate hikes and eventually cut rates in early 2024 to cushion the economy from a hard
landing, as high borrowing costs and tight lending conditions inevitably take their toll.

There is a lot that could go wrong though, most notably the abrupt hard stop in credit expansion
seen since March and its impact on economic activity - but that is a medium-term story. In the
near term, the upcoming data is unlikely to support market sentiment, with retail sales looking set
to post a decent figure thanks in part to Amazon Prime Day lifting spending, higher gasoline prices
boosting the value of gasoline station sales, and vehicle sales ticking higher. However, there will be
areas of weakness with chain stores seeing poor sales in recent months, suggesting a risk that the
year-on-year rate of retail sales growth will slow to a crawl in the next couple of months.
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Meanwhile, the minutes of the July FOMC meeting will continue to exhibit hawkish sentiments with
the Fed wary about signalling an imminent peak in US interest rates, fearing that this could
intensify 2024 interest rate cut expectations and in turn trigger a sharp fall in Treasury yields that
would be detrimental to the fight to get inflation back to target. Nonetheless, recent Fed
comments have suggested that some members of the committee think they may have done
enough with the latest inflation data likely to see more members thinking along those lines. The
next big Fed event will be the Jackson Hole symposium between 24-26 August, where we expect
to hear Fed Chair Jerome Powell give a bit more guidance on the potential near-term path for
policy rates.

Rounding out the numbers, we will likely see manufacturing production flat-lining after nine
consecutive contraction prints from the ISM index. Industrial production overall may rise thanks to
higher utility usage.
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(¥ UK inflation and wage data to help shape BoE path after
November

The Bank of England has made it abundantly clear that it's watching services inflation and wage
data, and not a whole lot else, to judge how many further rate hikes are needed. We discussed
recently why a September pause is unlikely but not totally out of the question, and why we think a
November hike can hopefully be avoided. But that latter prediction hinges on the data showing a
bit of improvement, and here’s what we expect over the next week:

Jobs/wages (Tuesday): The jobs market has been cooling, and we expect to see further signs of
improving worker supply in next week’s figures. Indeed there's a risk that the unemployment rate
ticks another 0.1pp higher. For now though wage pressures remain strong and we think private
sector wage growth will remain at 7.7% (measured as the last three month’s average compared to
the same period last year). That will slip back over the next few readings, but the downtrend is
going to be slow. We tend to agree with the BoE's forecasts that this will have only fallen to around
6% by year-end.
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Inflation (Wednesday): Household energy bills fell by almost 20% in July, so it should be no
surprise that the headline inflation rate should have fallen by more than one percentage point. A
further improvement in food inflation should also help. But the BoE is watching services CPI and
expects this to nudge up from 7.2% to 7.3% on a year-on-year basis. While the start of summer
holidays leaves plenty of scope for package holidays/air fares to throw this around, we think the
risk to that Bank of England forecast is to a lower reading. We expect services inflation to remain
flat or in fact go slightly lower, and if so, that would support our tentatively held view that the Bank
will only hike once more.

Retail sales (Friday): If June's decent retail figures were helped by warmer weather, then the
washout that was July should see a bit of weakness creep back in. July was the sixth wettest on
record. Ultimately though the retail figures are of little consequence to the Bank of England right
now, which is squarely focused on inflation.

(¥ Norway to pivot back to 25bp rate hike following krone
stabilisation

After the krone continued to weaken throughout the second quarter, Norges Bank hiked rates by
half a percentage point in June and substantially increased its interest rate projection. Back then it
saw rates peaking at 4.25% (from 3.75%) now, and there’s little reason to believe that thinking has
changed much since.

Inflation has come in largely as expected, while the krone has strengthened and Norges Bank’s 144
trade-weighted index is on-track to undershoot (i.e a bigger appreciation) than had been forecast
in June. That suggests we will get a 25bp rate hike next week, and assuming other central banks
are very close to finishing their own tightening cycles, we suspect another 25bp hike in September
will mark the peak for policy rates in Norway.
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Key events in developed markets next week

Country Time Data/event ING Surve Prev.
Monday 15 August

Eurozone 1200 Jul Reserve Assets Total 1122.09
1415 Jul Industrial Production (MoM%) 0.2 -0.2

UK 0700 Jun ILO Unemployment Rate 3_8 38

0700 Jun Employment Change 300 296

Canada 1330 Jul CPI Inflation (MoM%/YoY%) 01/76 0.7/81
1330 Jul CPI BoC Core (MoM%/YoY %) - 0.3/6.2

Eurozone 1000 Jun Total Trade Balance SA -24 -26
Germany 1000 ZEW Survey Expectations -48.0 -53.8

Wednesday 17 August

1330 Jul Retail Sales (MoM%)
1900 Minutes to July FOMC meeting

UK 0700 Jul Core CPI (YoY%) 5.7 5.8

0700 Jul CPI (MoM%/YoY%) 0.4/9.8 0.8/9.4

Netherlands 0830 Q2 GDP Prelim SA (QoQ%/YoY %) 0.8/3.4 0.4/6.7
0830 Jun Trade Balance - 5.53

Eurozone 1000 Q2 GDP Flash Estimate (QoQ%/YoY%) 0.7/4 0.7/4

Thursday 18 August

US 1330 Initial Jobless Claims 000s

1330 Continuing Jobless Claims 000s 1430 1428
1500 Jul existing home sales (mmn) 4.75 485 5.12
Norway 0700 Q2 GDP Growth Mainland 14 -0.6
0800 Key Policy Rate 15 1.25

Eurozone 1000 Ju CPI (YoY%)
UK 0001 Aug Consumer Confidence
0700 Retail Sales inc. fuel (MoM/YoY%) -0.2/-3.3 -0.1/-5.8
0700 Retail Sales excl. fuel (MoM/YoY%) -0.4/-3.3 0.4/-5.9
Source: Refinitiv, ING

Author

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

James Knightley
Chief International Economist, US
james.knightley@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

Article | 11 August 2023 4


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

THINK economic and financial analysis

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 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 www.ing.com.

Article | 11 August 2023 5


https://www.ing.com

