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THINK Ahead: Central banks’ ‘brat
summer’
Don't let it be said we're not down with the kids here at ING. Here's
James Smith's look at what Charli XCX and her 'brat' phenomenon can
- or more likely can't - tell us about central banks, services inflation
and a jam-packed week ahead

Charli XCX, responsible
for Brat but not for
inflation or interest rate
decisions

Central banks’ “brat summer”
Are central banks having a 'brat summer'?

Who says we don’t ask the important questions here at ING?  And no, I didn’t have a clue what it
meant either, so this economist hit Google so you don't have to. 

The Charli XCX-inspired phenomenon, which has formed an unlikely crossover with the US election,
throws up phrases like “melancholic self-reflection”, “a bit volatile”, “maybe says some dumb
things sometimes” and “wears old, corded Apple headphones”.

I know what you’re thinking: that doesn’t sound anything like our beloved central bankers.
Anyway, just be grateful that Charli has spared us the agony of my Olympics puns this week. The
games kick off today, Friday. And here’s something that caught my eye: Bloomberg reported this

https://www.economist.com/united-states/2024/07/25/is-kamala-harris-brat
https://www.bloomberg.com/news/articles/2024-07-24/paris-olympics-hotel-prices-are-down-41-since-last-fall
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week that Paris hotel prices are down 41% on their peak as occupancy rates flounder.

That’ll be music to the ears of the central bankers in Frankfurt, though terrible news for me having
booked my hotel six months ago. And it’s just the latest sign that the crazy era of service price
inflation may finally be at an end.

Airline stocks also got hit this week after Ryanair said further discounting was inevitable. And the
European services purchasing managers numbers we had this week told us that lower demand
means companies are no longer able to hike prices as aggressively.

So far, these straws in the wind are just that. They aren’t showing up in the official numbers just
yet. Policymakers on both sides of the Atlantic are grappling with services inflation rates that are
stuck well above pre-Covid levels and have shown scant progress over recent months. Take a look
at our chart of the week below.

But here’s the question: is this really the best way of thinking about inflation right now? Ultimately
central bankers need to know not where inflation is today, but where it will be in two years' time.
And that means singling out the price trends that are slower moving and therefore might prove
more persistent.

Services inflation is perhaps the least bad way of doing that, but it’s far from perfect. It includes
rents, which at least here in the UK and US, have kept inflation elevated for reasons that aren’t as
easily traced back to what’s happening in the jobs market or corporate price-setting behaviour.
And it doesn’t include gas prices, which have been an overwhelming driver of services inflation, at
least here in Europe.

I’m tempted to pick out things like restaurants, surely a perfect indicator of underlying price
pressure in the economy, and where inflation has been falling much more rapidly. Here in the UK,
we’ve estimated an alternative measure of services inflation that does look brighter than the
official numbers suggest. And that’s why we’re still expecting a Bank of England rate cut next
week, even if the meeting looks like a close call.

Even if you take the official inflation metrics at face value, there are other reasons to think the
story should soon improve. Not only are we getting more and more of those anecdotes on price-
setting behaviour, but there’s growing concern about what’s happening over in the jobs market.
Don’t forget that wage growth is already slowing noticeably in the States.

It’s not a point that’s lost on the central bankers. Take a read of James' preview of next week’s Fed
meeting. He isn’t expecting a rate cut. But he highlights some eye-catching comments which
suggest a subtle-yet-important change in the vibe coming from even the more hawkish members
of the committee, as well as its well-regarded alumni. What was that about “melancholic self-
reflection”?

A September rate cut is already nailed on according to financial markets. And watch out for the US
unemployment data next week. Another rise would help lock in expectations of further cuts later in
the year. It would also add to what appears to be growing wariness among policymakers, who fear
that if the jobs market is really cooling more rapidly, then perhaps the Fed has been too late to
start cutting rates.

So maybe Jay Powell can relate to Charli XCX when she says, “Sometimes I just wanna rewind.” I’m

https://www.bloomberg.com/news/articles/2024-07-24/paris-olympics-hotel-prices-are-down-41-since-last-fall
https://www.cnbc.com/2024/07/22/ryanair-q1-2024-results-shares-fall-on-lower-fares-fall-in-quarterly-profit.html
https://think.ing.com/snaps/eurozone-jul24-pmis/
https://think.ing.com/articles/why-we-still-expect-a-bank-of-england-rate-cut-in-august/
https://think.ing.com/articles/why-we-still-expect-a-bank-of-england-rate-cut-in-august/
https://think.ing.com/articles/fomc-preview-growing-confidence-in-a-september-fed-rate-cut/
https://think.ing.com/articles/fomc-preview-growing-confidence-in-a-september-fed-rate-cut/
https://www.bloomberg.com/opinion/articles/2024-07-24/the-fed-needs-to-cut-interest-rates-now?sref=H44yzdd6


THINK economic and financial analysis

Article | 26 July 2024 3

sure you do, too after all this. And let's all hope he doesn't pick up on her dress sense.

 

Chart of the week: Progress on services inflation has stalled

Source: Macrobond, ING calculations

THINK Ahead in developed markets
United States (James Knightley)

FOMC Meeting (Wed): Stronger-than-expected growth and hotter-than-predicted inflation
in the 2Q GDP report have failed to dent market expectations of interest rate cuts from
September. The Fed is widely expected to lay the groundwork for such a move at next
week’s FOMC meeting as they express growing confidence inflation is on the path to 2% and
that economic challenges are more and more of their focus. The data is also expected to
point towards policy easing with employment costs moderating, business surveys cooling
and the all-important jobs report indicating growing slack in the labour market. Read our full
preview

Eurozone (Peter Vanden Houte)

Inflation (Wed): With companies signalling higher input costs, but at the same time seeing
reduced pricing power, both Eurozone headline and core consumer prices have likely seen
only a slightly higher seasonally adjusted month-on-month increase in July. This would still
result in marginally lower year-on-year figures.

United Kingdom (James Smith)

Bank of England meeting (Thu): We expect the first 25 basis-point rate cut, but it's a close
call. That's because we've heard next to nothing from officials over recent weeks, though we
know that some thought June's decision to keep rates on hold was "finely balanced". At
face value, the latest services inflation data hasn't helped the cause, though we think the
picture looks better once volatile items are stripped out. We think there's just enough in the
latest numbers to convince the BoE to get on with the job of cutting rates next week. Read
our full preview here

https://think.ing.com/articles/fomc-preview-growing-confidence-in-a-september-fed-rate-cut/
https://think.ing.com/articles/fomc-preview-growing-confidence-in-a-september-fed-rate-cut/
https://think.ing.com/articles/why-we-still-expect-a-bank-of-england-rate-cut-in-august/
https://think.ing.com/articles/why-we-still-expect-a-bank-of-england-rate-cut-in-august/
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Sweden (James Smith)

GDP (Mon): Expect activity to have fallen sharply in the second quarter on the back of a fall
in manufacturing and an unwind of the inventories that were added earlier in the
year. Some forward-looking indicators have been improving, but these GDP figures are a
reminder of the economy's fragility and set the stage for multiple rate cuts in the second
half of this year.

THINK Ahead for Central and Eastern Europe
Poland (Adam Antoniak)

Inflation (Wed): Household electricity/gas prices are no longer frozen at 2022 levels,
which meant substantial increases in consumer bills from July. We estimate the overall
impact on CPI was 1.3-1.5 percentage points. That means headline inflation, which has been
close to target, probably jumped to 4.5% and higher energy prices will keep it elevated for
the next 12 months. Expect headline inflation to rise to 5% at year-end and to peak above
6% in the spring. That should prevent any debate on monetary easing until the second
quarter of next year.
PMI (Thu): The Polish PMI report may reflect dismal PMI readings from Germany and the
eurozone. We expect a deterioration to 44.5 from 45.0 during the past two months.

Hungary (Peter Virovacz)

GDP (Tue): We expect the positive growth momentum in Hungary to continue in the second
quarter of 2024. While quarter-on-quarter growth will slow somewhat to 0.6%, the base
effect will push the year-on-year figure to 2.3%, significantly higher than in the previous
quarter. We don't expect a major change in the structure of growth, with net exports and
consumption making positive contributions via bleak import activity and positive real wage
growth. However, investment will remain a drag due to budget constraints (public) and
business sentiment problems (private). In terms of sectors, agriculture and industry are
expected to hold back growth, with construction and services being the supporters.

Czech Republic (David Hvarlant):

GDP (Tue): Robust household spending and net exports likely meant the economic rebound
continued in Q2. But the outlook is less uncertain and our 1% annual GDP forecast is fairly
conservative and reflects anemic industrial and investment performance. We'd expect that
to be reflected in a disappointing manufacturing PMI.
Rate decision (Thu): We expect a 25bp rate cut. Inflation is on target and real interest rates
are elevated, while the economic recovery is uncertain. It's a close call between 25bp and
50bp, and it will depend on the Bank's assessment of domestic growth as well as the
exchange rate and monetary policy overseas.
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Key events in developed markets next week

Source: Refinitiv, ING
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Key events in EMEA next week

Source: Refinitiv, ING

Author

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

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

Peter Vanden Houte
Chief Economist, Belgium, Luxembourg, Eurozone
peter.vandenhoute@ing.com

Adam Antoniak
Senior Economist, Poland
adam.antoniak@ing.pl

Peter Virovacz
Senior Economist, Hungary
peter.virovacz@ing.com

David Havrlant
Chief Economist, Czech Republic
420 770 321 486
david.havrlant@ing.com

mailto:james.smith@ing.com
mailto:james.knightley@ing.com
mailto:peter.vandenhoute@ing.com
mailto:adam.antoniak@ing.pl
mailto:peter.virovacz@ing.com
mailto:david.havrlant@ing.com


THINK economic and financial analysis

Article | 26 July 2024 7

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
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 BR000341) 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.
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