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Key events in developed markets next
week

Rising US inflation will add yet more pressure on Federal Reserve
officials to accelerate the pace of tapering next year, and bring
interest rate rises forward. Meanwhile, Brexit is back in the news amid
an imminent risk of escalation in tensions between the UK and EU

Source: Shutterstock

United States: Inflation is only heading in one direction...

The Federal Reserve has announced that they will be slowing the pace of QE asset purchases this
month with the programme set to be concluded before the end of 2Q 2022.

Officials have been at pains to state that this does not mean they will then swiftly be moving to
interest rate increases, but we strongly suspect that the data flow will force the Fed’s hand. The
economy is rebounding strongly following the 3Q Covid related slowdown and inflationary
pressures are now mounting. This week’s CPI data is likely to show a re-acceleration in annual
inflation to 5.8% for the headline rate (the highest since December 1990) and to 4.4% for core (ex-
food and energy).

Surging housing costs, labour costs, energy costs and second-hand car prices are likely to mean
headline inflation then pushes above 6% in December, with core inflation moving above 5%. The
Federal Reserve assumes that inflation will fall sharply in 2Q and 3Q next year, but we are wary
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that labour market shortages, production bottlenecks and supply chain issues could last well into
next year and in a strong growth environment, inflation could stay higher for longer. We wouldn't
be surprised to see QE tapering concluded more quickly and we continue to look for two interest
rate increases in the second half of 2022.

Other data includes consumer confidence, which should improve given the waning Covid numbers
and strengthening incomes, although rising gasoline prices and a general concern over the rising
cost of living could limit the improvement.

Brexit is back...

There's a new drama for UK markets to contend with, now the excitement of the Bank of England's
November meeting is behind us. Brexit is creeping back into the headlines, and while there's been
an undercurrent of political noise all the way through 2021, there's a growing risk that tensions will
translate into concrete actions. The UK government appears poised to trigger the Article 16 clause
in the Northern Ireland protocol, agreed back in 2019, which would allow the UK government to
suspend parts of that deal. How the EU reacts to such a move would depend on exactly how much
of the NI agreement the government decides to suspend.

But it would nevertheless be viewed negatively in Brussels, and ultimately the risk is that the EU
decides to suspend some or all of the wider post-Brexit trade deal. While there would presumably
be further talks to avoid such an outcome, it does add an extra layer of uncertainty to the outlook,
at a time where the recovery is already slowing.

Meanwhile, we'll get UK third-quarter GDP. We already have July and August figures, so we know
the overall quarterly growth is likely to be in the ballpark of 1.5%. September's monthly GDP
figures will be boosted by the return of schools. The monthly growth rates through the fourth
quarter are likely to be more modest.

Key events in the developed markets next week
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Country Time Datal/event ING Surve Prev.
Monday 8 November

France 0745 Oct Reserve Assets Total
Norway 0700 Sep Manufacturing Output (MoM%)

US 1330 Oct PPM (MoM%/YoY%)
1330 Oct core PPl {MoM%/YoY%)
0700 Sep Exports
0700 Sep Imports
0700 Sep Trade Balance
1000 Nov ZEW index
France 0745 Sep Trade Balance
UK 0001 Oct BRC Retail Sales (YoY%)

Germany

US 1330 Oct Core CPI (MoM%/YoY%)

1330 Oct CPl (MoM%/YoY%)

1230 Initial Jobless Claims (000s)

1230 Cont Jobless Claims (000s)

0700 Oct CPI Final (MoM3%:/YoY%)

0900 Sep Industrial Output (MoM3b/YoY%)
0700 Oct Core Inflation (MoM%/YoY%)
0530 Sep Manufacturing Output (MoM%])
0900 Oct CPI (YoY%)

Germany
Italy
Norway
Netherlands
Greece

- National holiday
UK 0700 Sep GDP Estimate (MoM%)
0700 Q3 GDP Prelim (QoQ%/YoY%)

Sweden 0500 Oct Reg Unemployment Rate

US 1500 Nov University of Michigan Sentiment Prelim
1500 Nov University of Michigan Conditions Prelim
1500 Nov University of Michigan Expectations Prelim
Spain 0800 Oct CPI (MoM%/YoY%)
Norway 0700 Q3 GDP Growth Mainland
0700 Sep GDP Month Mainland
Eurozone 1000 Sep Industrial Production (MoM%/YoY%])
Source: Refinitiv, ING

Authors

James Knightley
Chief International Economist
james.knightley@ing.com

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

Disclaimer

0.718.7
0.5/6.8
08
-09

18

20

0.4/4.4
0.5/58
260
2050
0.5/4.5

0.5
15/69

80
715
-J-
2]
0.2

213268

Switzerland 0645 Oct Unemployment Rate Adjusted 2. 8
Tuesday 9 November

06/86 05/86
05/- 02/68
-12
35
13
223
-6.7
-0.6

Wednesday 10 November

0.4/43 0.2/4
05/58 04/54
269

2105

0.5/4.5

-0.2/0

04/1.2

—1 9

1000 Sep Industrial Qutput (YoY%) 1[}1
Thursday 11 November

04
5.5/ 23.6

Portugal 1100 Oct CPI (MoM%/YoY%) 0. 5!1 8
Friday 12 November

717
717
679
2/55

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

Article | 5 November 2021


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

THINK economic and financial analysis

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 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 http://www.ing.com.
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