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Key events in EMEA and Latam next week
Busy week in the EMEA sphere. Monetary policy meetings in Poland
and Romania, with both central banks, expected to remain on hold
and expect some positive news with decelerating inflation in both
Russia and Turkey

Source: Shutterstock

Poland: NBP rates likely to remain flat
The key event in Poland next week is the central bank meeting. The committee should maintain its
current rhetoric and reiterate that interest rates are likely to remain flat, despite a more dovish
approach from the European Central Bank.

In its new inflation projection, we expect upward revisions to 2019 estimates for both activity and
CPI inflation. The new GDP forecast for this year should be around 4.5% YoY vs. 4% projected in
March. Revisions to inflation are likely to be smaller, at close to 2% vs. 1.7% in the previous round.
At the same time, we don't expect major changes in the projection for 2020 and 2021. Next year's
inflation scenario from the National Bank of Poland (NBP) is broadly consistent with our view. The
NBP maintains an optimistic forecast of economic activity, but changes in this iteration are
unlikely.
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Romania: Key rate on hold at 2.5%
We expect the National Bank of Romania (NBR) to keep the key rate at 2.50% on its 4 July meeting
where it is likely to embrace the global dovish mood, citing the “regional context” and arguing that
this year’s inflation peak is behind us. However, before that, on 3 July the parliament session runs
into extra time to vote, among other appointments, for a new NBR Board on 3 July. It seems that
there is cross-party support, amid some dissentients, to offer to governor Mugur Isarescu a new
term. This is likely to alleviate some investor concerns about central bank independence.

Russia: All eyes on inflation
The most recent weekly CPI data points to a noticeable and a slightly surprising slowdown in the
annual inflation rate from 5.1% YoY in May to 4.6-4.8% YoY in June. The key source of the positive
newsflow is the food segment (accounting for around 40% of the overall basket), which has
benefitted from an ahead-of-schedule harvest on good weather and stronger-than-expected RUB
exchange rate following the dovish surprise from the global central banks.

Given the favourable global agriculture price expectations until year-end and buoyant global
financial markets, our year-end 2019 CPI forecast of 4.6% now has room for downward revisions.
Our case for another 25 bp cut in the key rate on 26 July has strengthened.

Turkey: Lower inflation readings
Following an improvement in inflation dynamics in May due to the tight central bank stance and
weak domestic demand, we expect another benign reading in June at 0.8% MoM, pulling annual
inflation down to 16.7% also with the contribution of large base effect from the last year. High
inflation inertia, cost-push factors including food inflation will likely remain key upside risks in the
near term.”   

Czech: Manufacturing PMI still in the contraction area
Given the recent fall in Czech industrial confidence indicator in June and just slightly improving
manufacturing PMI in Germany, it is reasonable to assume that Czech manufacturing PMI will also
remain in the contraction area in June and most likely close to the previous month’s value of 47.

Hungary: Weaker retail and industrial sectors
Next week's data should tell us the extent of the GDP growth slowdown in 2Q19. We see the
manufacturing PMI making a slight correction after a positive outlier in May, but will suggest
further strengthening. Against this backdrop, it hardly comes as a surprise, that industrial
production is expected to accelerate further, especially after a weak reading due to the Easter-
effect in April. As consumer confidence has retreated somewhat lately, we see retail sales growth
to decelerating mildly.
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EMEALatam Economic Calendar

Source: ING, Bloomberg

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

https://think.ing.com/uploads/reports/2706EMEALatamCal.pdf
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