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Key events in developed markets next
week
Watch out for further weakness in the US service sector as rate hikes
continue to feed through into the economy

US service sector set to lose momentum as lending standards
tighten
After a couple of months of US data consistently providing positive surprises, we have seen a series
of misses more recently, which have helped cement expectations for an 'on hold' interest rate
decision at the 20 September Federal Reserve FOMC meeting. Markets have also switched back to
pricing just a 50-50 chance of any further rate hikes given growing evidence that inflation
pressures are waning and that the 2% target will be in reach by early next year.

The upcoming data flow is unlikely to meaningfully alter this situation with the ISM services index
on Wednesday the likely highlight. We, like the market, expect it to soften marginally and that
suggests that the sector is losing a little momentum as we head towards the fourth quarter.
Factory orders are likely to fall given the big drop in Boeing aircraft orders already announced,
while consumer credit for July should rebound sharply given the strong retail sales and consumer
spending numbers already published.

However, with banks increasingly tightening lending standards, especially for consumer credit, we
expect to see less pronounced increases in the coming months with declines looking more likely for
early 2024 as financial stresses mount.

https://think.ing.com/articles/us-spending-surges-but-its-not-sustainable/
https://think.ing.com/articles/us-spending-surges-but-its-not-sustainable/
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Bank of Canada to keep rates on hold as growth cools
The Bank of  Canada (BoC) is widely expected to leave the policy interest rate at 5% on 6
September. With growth cooling in the second quarter and the unemployment rate ticking higher,
we suspect that the BoC will feel it has done enough, after implementing 425bp of interest rate
increases, to bring inflation back to target in the medium term even though CPI did pick up a touch
last month.

According to the latest Bloomberg survey, just three of 32 analysts questioned felt the bank would
raise rates by 25bp with everyone else looking for no change. Overnight index swaps are pricing
only around a 15% chance of a hike.

Bank of England survey to signal that price pressures are
cooling
Bank of England Chief Economist Huw Pill reinforced the message this week that we're near the
end of the tightening cycle, and that how long rates stay high is now more important than how
high they ultimately settle. We wouldn't take that to mean the Bank will pause at the September
meeting, and we continue to expect another 25bp hike with both services inflation and wage
growth having recently come in higher than expected. But November remains more of a question
mark, and mounting signs of economic weakness suggest a pause is still more likely than not at
this stage.

Next week, we'll get the latest Decision Maker Panel survey from the BoE, and this asks chief
financial officers a range of questions about their expectations, notably on inflation. Admittedly
the BoE seems to be putting less emphasis on survey data at the moment while the actual
inflation data continues to come in hot. But this survey suggests that price and wage pressures are
cooling, and hiring difficulties are easing. 

Key events next week



THINK economic and financial analysis

Bundle | 1 September 2023 4

Source: Refinitiv, ING

Authors

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

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

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


THINK economic and financial analysis

Bundle | 1 September 2023 5

Article | 31 August 2023 Asia week ahead | Australia | China...

Asia week ahead: Reserve Bank of
Australia to decide on rates
South Korea and the Philippines report inflation figures for August,
while the Reserve Bank of Australia meets to decide if the current rate
pause will continue

RBA to continue rate pause
The Reserve Bank of Australia (RBA) will meet next week to decide if the current rate pause will
continue. July’s CPI came in at 4.9% year-on-year, lower than June’s 5.4% and below the survey
consensus of 5.2%. This is the lowest pace of inflation since it peaked last December at 8.4%.

On top of cooling price growth, the latest unemployment rate also increased from 3.5% in June to
3.7% in July. As such, we expect the RBA to hold rates while looking for more signs that inflation is
under control.

Caixin Services PMI to show slower expansion
Caixin will release its service PMI for China next Tuesday. Taking our cues from the official non-
manufacturing PMI released earlier this week, we should see a slower expansion of the service
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sector with the PMI falling to around 53.8.

Trade data in the region remain weak
China’s imports and exports faced an unexpected plunge last month, with imports falling to 12.4%
YoY and exports falling to 14.5% YoY. Both figures are lower than the consensus forecast. For the
export side, weakness in global demand is likely to continue to weigh heavily. For imports,
domestic demand has not shown any meaningful signs of improvement, so they are also likely to
remain weak.

Taiwan’s trade data might show some signs that the semiconductor cycle is troughing. Taiwan’s
exports fell less than expected last month and we expect this slight improvement to carry on. For
the Philippines, trade data will also be reported with exports posting another month of modest
gains, but the overall trade balance will still likely settle at -$3.7bn.

High energy prices to affect region’s CPI inflation
Taiwan’s CPI inflation rate has been below the target range of 2% for two consecutive months, with
the July inflation rate at 1.88% and core inflation at 2.73%. August inflation is likely to remain
subdued, helped by high ongoing base effects for energy and food prices.

Meanwhile, inflation in South Korea is facing upward pressure once again after falling to 2.3% last
month. It is expected to rise to 2.6% in August with the main contributors being rises in
transportation fees, pump prices and fresh food prices. The first two are associated with strong oil
prices after recent supply cuts from OPEC+, while fresh food prices have been affected by Typhoon
Khaun destroying agriculture yields.

Lastly, Philippine inflation could pick up to 5.0% YoY from 4.7% in July. The recent uptick in energy
and rice prices could offset slower inflation for select food items.

Singapore retail sales to extend gains
The sustained increase in visitor arrivals to Singapore appears to be helping to support retail sales,
in particular department store sales and services related to tourism activities. We expect retail
sales to post a modest 2.0% YoY gain for the month.

Key events next week
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Key events in EMEA next week
Hungarian inflation is in focus next week after hawkish central bank
comments

Source: Shutterstock

Hungarian inflation in focus amid busy data week
We have a very busy week ahead in Hungary. First of all, the first batch of hard data for July should
reinforce our view that the Hungarian economy is not out of the woods yet. We expect both retail
sales and industrial production to remain well below last year's levels.

Perhaps the most important data release will come on Friday when the Statistical Office will
announce the inflation rate for August. We have made a last-minute change based on big data
and anecdotal evidence. We see a significant rise in the month-on-month inflation print as the
removal of food price caps may have a bigger pro-inflationary impact than we initially thought.
Against this backdrop, food, fuel and services will be responsible for the rise in monthly inflation.
However, with a favourable base effect, the year-on-year figure is expected to show continued
disinflation. A higher-than-consensus inflation print could trigger a sharp market reaction,
especially after the hawkish comments at the central bank's August rate-setting meeting.

We expect the trade balance to remain in surplus in July, while the fiscal situation could improve in
August with better revenues thanks to buoyant tourism (partly related to the World Athletics
Championships in Budapest).



THINK economic and financial analysis

Bundle | 1 September 2023 9

Key events next week

Source: Refinitiv, ING

Author

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

 

mailto:peter.virovacz@ing.com


THINK economic and financial analysis

Bundle | 1 September 2023 10

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 http://www.ing.com.

http://www.ing.com

