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Key events in developed markets next
week

All eyes will be on the release of fourth quarter US GDP figures on
Thursday, which we expect to come in at around 2.5%. Over in the
eurozone, the ECB will likely stress a focus on data dependency as
markets gear up for rate cuts. In Canada, inflation looks set to soften
further in the coming months and we're favouring rate cuts from the
second quarter onwards
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(¥ US: Fourth quarter GDP growth expected to come in at
around 2.5%

Market confidence in the March Federal Reserve interest rate call that had been fully priced in has
waned over the past week, and is likely to be pared back even further over the week ahead. We
continue to favour May as the starting point for the first rate cut from the Fed. We expect fourth
quarter GDP growth to come in at around 2.5% on Thursday - and with the unemployment rate
ending 2023 at just 3.7% and inflation still well above target in year-on-year terms, there seems to
be little pressure to start cutting rates imminently. Fed officials do acknowledge that they will likely
end up cutting interest rates this year, but they too are pushing back on the time and scale of that
first move. Their individual forecasts suggest three 25bp rate cuts this year versus the 150bp of
rate cuts markets are discounting.
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While we disagree on the market's timing of the first move, we too expect 150bp of rate cuts this
year. Inflation in YoY terms is above the 2% target, but the December month-on-month core
personal consumer spending deflator reading should come in below 0.2% for the sixth month out
of the past seven. This is the key threshold that we consistently need to be under to be confident
YoY inflation will return to 2%. The Fed itself suggests neutral policy interest rate is 2.5%, so we
have 300bp to play with just to get back to “neutral”. Consequently, we see downside risks to the
central bank's current prognosis and see the Fed funds rate ending this year at 4%, then hitting 3%
in the first half of 2025.

(¥ Eurozone: ECB to stress data dependency as markets gear up
for imminent rate cuts

Back in December, the European Central Bank basically announced the end of the current rate
hiking cycle. Financial markets took that signal and the current economic weakness as clear signs
of imminent rate cuts. However, even if actual growth continues to turn out weaker than the ECB
had expected every single quarter, as long as the eurozone remains in de facto stagnation mode
and doesn't slide into a more severe recession - and as long as the ECB continues to predict a
return to potential growth rates one or two quarters later - there is no reason for the central bank
to react. Certainly not as long as inflation remains off target.

The irony of market pricing right now is that it makes the need for actual policy rate cuts less
urgent. Financing conditions have eased since early December, doing the work that actual rate
cuts should do, supporting growth but also pushing up inflation risks. Consequently, the more
aggressive the market prices future rate cuts, the less needed and likely those cuts will be. At the
same time, given the high degree of uncertainty surrounding both the growth and inflation
outlook, any more explicit forward guidance the ECB might give next week could easily become
outdated by actual macro developments. Therefore, the most likely outcome of next week’s ECB
meeting will be to stress data dependency and to give some insights into potential conditions for a
rate cut without pre-committing to anything.

Read our full ECB preview here

(¥ Canada: Rate cuts from the second quarter onwards

Canadian core inflation came in hotter than expected in December and rules out the Bank of
Canada shifting meaningfully in a dovish direction at the January policy meeting. However, higher
interest rates are biting. The latest BoC Business Outlook Survey reported softening demand and
“less favourable business conditions” in the fourth quarter with high interest rates having
“negatively impacted a majority of firms”, leading to most firms not planning to add new staff. As
such, inflation looks set to soften further in coming months and so we favour rate cuts from the
second quarter onwards, most likely starting in April.
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Key events in developed markets next week

Countr Time Data/event ING Surve Prev.
Wednesday 24 January

us 1445 Jan S&P Global Manufacturing PMI Flash - 47.9

1445 Jan S&P Global Services PMI Flash - 51.4

1445 Jan S&P Global Composite PMI Flash - 50.9

Germany 0830 Jan S&P Global Manufacturing Flash PMI 43.9 433
0830 Jan S&P Global Service Flash PMI 48.9 49.3

0830 Jan S&P Global Composite Flash PMI 47.7 47.4

France 0815 Jan S&P Global Composite Flash PMI - 44.8
UK 0930 Jan Flash Composite PMI 51.4 52.1

0930 Jan Flash Manufacturing PMI 47.0 46.2

0930 Jan Flash Services PMI 52.5 53.4

Canada 1500 BoC Rate Decision 5.00 5.00 5.00
Eurozone 0900 Jan S&P Global Manufacturing Flash PMI - 44 4
0900 Jan S&P Global Services Flash PMI - 48.8

0900 Jan S&P Global Composite Flash PMI - 476

Thursday 25 January

us 1330 4Q GDP (QoQ% ann) 2.5 1.9 4.9

1330 4Q core PCE deflator (QoQ% ann) 2.0 - 2.0

1330 Dec Durable Goods 3.4 1.0 5.4

1500 Dec New Home Sales-Units 0.67 0.65 0.59

1330 Initial Jobless Claims 200 - 187

1330 Continuing Jobless Claims 1820 - 1806

Germany 0900 Jan Ifo Business Climate 87.3 86.4
0900 Jan Ifo Current Conditions 88.6 88.5

0900 Jan Ifo Expectations 85.2 84.3

Italy 0900 Jan Consumer Confidence 107.3 106.7
Norway 0900 Key Policy Rate 4.50 4.50
Eurozone 1315 Jan ECB Refinancing rate 4.50 4.50
1315 Jan ECB Deposit rate 4.00 4.00

Friday 26 January

us 1330 Dec Personal Income (MoM%) 0.3 0.3 0.4

1330 Dec Personal Consumption Real (MoM%) 0.5 0.3

1330 Dec Consumption, Adjusted (MoM%) 0.6 0.4 0.2

1330 Dec Core PCE Price Index (MoM%/YoY%) 0.2/2.9 0,2/3,0 0,1/3,2

Germany 0700 Feb GfK Consumer Sentiment -25.5 -25.1
Sweden 0700 Dec Unemployment Rate - 7.1
Eurzone 0900 Dec Money-M3 Annual Grwth - -0.9
0900 Dec Broad Money - 16007453
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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
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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.
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