ING

Article | 21 September 2018

THINK economic and financial analysis

Key events in developed markets next
week

Swedish politics, Bank of England speakers and a Fed meeting - which
should conclude in a 25bp rate hike - are among next week's
highlights for developed markets

Source: Shutterstock

(¥ US: Gradually climbing

The US highlight will be the Federal Reserve meeting, which looks set to conclude with a 25 basis
point interest rate rise. The economy is booming - The Atlanta Fed's Nowcast model suggests 3Q
GDP growth is set to accelerate to 4.4% annualised growth - and inflation is at or above the Fed's
2% target on all of the main measures. At the same time, the jobs market is incredibly strong, with
growing signs that wages are picking up and asset markets are buoyant. This suggests to us that
the Fed will stick with its policy guideline of "gradual” interest rate increases.

While there is nervousness about the intensification of global trade tensions and the imposition of
additional tariffs, the economy is showing little sign of slowing. As such, a December rate rise
remains on the cards, but we do expect a slower pace of tightening next year. The fading fiscal
stimulus, trade tensions, a strong dollar, rising interest rates and concerns about emerging
markets will increasingly exert headwinds that will slow growth. We look for the Fed to follow up
2018's four 25bp rate rises with only two further moves in 2019.

In terms of US data, 2Q GDP could be revised marginally higher from the 4.2% rate originally
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reported, while consumer confidence and housing numbers should be underpinned by the strong
jobs market and tax cuts. Durable goods orders should rebound thanks to strong Boeing aircraft
orders in August.

(¥ Improvements in core inflation are yet to be seen

Eurozone inflation will be watched closely after last month's drop in core inflation. Even though
wage growth continues to improve, core inflation has yet to accelerate. Cautious improvements
could be expected in the coming months on the back of labour market improvements and second-
round effects of higher oil prices, but with uncertainties about the global economy, increasing it
could well be that businesses are cautious in pricing through increased input costs.

(¥ Eyes on Bank of England speakers as policymakers enter
tricky period

In a light data week in the UK, the focus will be on four different Bank of England (BoE) speakers
including Governor Carney. While the run of UK data has been a little better recently, it's hard to
see BoE policymakers offering any firm hints on their tightening plans as ‘no deal’ uncertainty
builds. We think there is a risk that consumer and business sentiment takes a further hit towards
the end of the year if the perceived risk of ‘no deal’ remains high. This will make it complicated for
the Bank of England to hike again before Brexit, and we don't expect another rate rise before May
20109.

Separately, we are also entering a busy period in the UK political calendar as the two major parties
meet for their annual conferences. First up this weekend is the Labour conference, where the key
question for markets is whether the opposition party hint further that they could vote down PM
May's deal when it is voted upon by MPs. Remember that even if the UK and EU agree on a deal
this autumn, the odds of a ‘no deal’ really hinge on lawmakers passing it when it goes to a House
of Commons vote in January. Some senior Labour MPs have hinted they could reject the deal, as it
could raise the likelihood of an early election.

There have also been hints that the Labour party may offer more support to a second referendum
on the deal. However, given the time required to legislate for such a vote, we still think the
probability of another referendum taking place is relatively low.

(¥ Positive news expected from German Ifo's

After the encouraging rebound in August, hold your breath for the September Ifo index. Will trade
tensions and market volatility in emerging markets be a renewed set-back, or will German
businesses rather focus on strong domestic fundamentals? We expect another increase in the Ifo,
pointing to solid growth in the remaining months of the year.

(v Swedish politics grabs the limelight in Scandinavia - again

In Scandinavia, attention will shift back to the Swedish political situation, as the new Parliament
opens on Monday. The mainstream parties still appear far from reaching a compromise on how to
govern the country following a very close election result, and this week will see continued
manoeuvring, initially around choosing a new speaker for parliament and a likely vote of no
confidence in the current centre-left government. August retail sales and the September economic
tendency survey will give first read on economic momentum after the summer.
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In Norway, the market will be digesting the surprisingly dovish communication from Norges Bank
September meeting (both Governor Olsen and his two deputy governors will be speaking during
the week), while the data flow (credit growth, retail sales, and unemployment) remains on the
light side.

(v Small bout of energy brought back into Canadian growth

On the back of a flat June, a minor uptick of 0.1% MoM is expected from July's GDP print. Although
a factor weighing down on June's figure will still prevail, namely reduced oil and gas output;
Canada's oil facility, Syncrude, was still experiencing a power outage in July, causing it to be in an
'offline’ mode and thus reducing production.

That said, an expected pick up in July retail sales, from the -0.2% MoM downfall in June, along with
the narrowing trade deficit seen in August to 0.11 billion, means we should regain some minor
momentum on June.

Developed Markets Economic Calendar
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Countr Time Data/event ING Surve Prev.

| Monday 24 September

UK - Labour Party Conference (Until Weds)

Germany 0900 Sep IFO Business Climate 104.0 = 103.8
0900 Sep IFO Expectations 101.4 - 101.2
0900 Sep IFO Current Assessment 106.6 - 106.4

Sweden 1630 Riksbank's af Jochnick Gives Speech

Japan 2350 Aug PPI Services (%YoY) 1.1 - 1.1

N Zedland 2000 RBNZ Official Cash Rate (%) 175 1.75
1500 Sep Consumer Confidence 132.0 1305 133.4

Jcpcn 0050 BOJ Minutes of Policy Meeting
0600 Jul F Leading Economic Index — - 103.5
0630 BOJ Kuroda Speaks in Osaka

UK 0940 BOE's Vlieghe Speaks in London.

Norway = Norges Bank Governor Oystein Olsen Speaks in Oslo

Portugal - Portugal Releases Year-to-Date Budget Report
1900 FOMC Rate Decision (Upper Bound) 2.25 2.25
1930 Fed's Powell Holds Press Conference Following FOMC Decision

Norway 0700 Jul Unemployment AKU (%) 3.8 3.8 3.9
1000 Norges Bank Deputy Governor Matsen Speaks in Bodo

Portugal 1500 Portuguese Prime Minister Speaks at Debate in Parlioment

Thursday 27 September
1330 2Q T GDP (QoQ Annualised %)

1330 Aug P Durable Goods Orders (MoM%) 2 1.6 -1.7
1330 Aug P Durable Goods Orders (ex. Trans, MoM%) 0.5 0.4 0.1
Japan 0735 BOJ Kuroda Speaks in Tokyo
2350 Aug Unemployment Rate (%) 2.5 — 2.5
2350 Aug Retail Trade (MoM,SA/YoY%) -/1.8 -/- 0.1/1.5
2350 Aug Industrial Production - Prel (MoM/YoY%) 0.4/0.2 s -0.1/2.3
Eurozone 0900 Aug M3 Money Supply (YoY%) 4 - 4
0900 ECB Publishes Economic Bulletin
Germany 1300 Sep P CPI (MoM/YoY%) 0.2/1.9 -f- 0.1/2
UK 1245 BOE's Haldane Speaks in London.
1500 BOE's Carney Chairs Panel in Frankfurt.
Canada 2245 Poloz Speech in New Brunswick
Sweden 0800 Sep Economic Tendency Indicator 110.5 = 111.5
Aug Household Lending (YoY%) — - 6.2
Norway 0700 Aug Aug Credit indicator (YoY%) - - 5.7
| Friday 28 September
us 1500 Sep F U. of Mich. Sentiment Index 101.0 100.2 100.8
2145 Fed's Williams Speaks in New York at Money Markets Conference
Japan 0030 Tokyo Sep CPI
Eurozone 1000 Sep A Core CPI (YoY%) 1.1 -
1000 Sep Flash CPI (YoY%) 2 -
Germany 0855 Sep Unemployment Change (000's) - - -8
0855 Sep Unemployment Rate (%) 5.1 — 5.2
UK 0930 2QF GDP (QoQ/YoY%) 0.4/1.3 = 0.4/1.3
1420 BOE's Ramsden Speaks in London.
Italy 1000 Sep P HICP (YoY%) 1.6 - 1.6
o Bank of Italy to Release 2Q Credit Conditions and Risk
Spain 0800 Sep P HICP (MoM/YoY%) -1- -/~ 0.1/2.2
Canada 1330 Jul GDP (MoM/YoY%) 0.1/2.1 == 0/2.4
Norway 0700 Aug Retail Sales (Ex. Motor Vehicles, SA, MoM%) - - 0.7
0900 Sep Unemployment Rate - - 2.4
0730 Norges Bank Deputy Governor Nicolaisen Speaks in Lillehammer
Sweden 0830 Aug Retail Sales (Ex. Fuel, MoM/YoY%) -/- -/- -1.04/-1.19

Source: ING, Bloomberg

Click here to download a printer-friendly version of this table
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