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Key events in developed markets

Amid a quiet week in US markets, keep an eye out for fireworks from
the dollar bloc central banks, as well as some particularly volatile UK
growth numbers

Source: Shutterstock

(v UK growth set to flatline as stockpiling effect unwinds

Next week's second quarter GDP report will be dominated by the unwinding impact of the pre-
Brexit stockpiling frenzy of the first quarter. Firms will need to rebuild stocks ahead of the new
October Brexit deadline, but in the meantime, many firms will have had little choice but to unwind
the inventory they had previously built up. After all, stock is expensive to store (particularly given a
lack of warehousing space in the UK) and comes with an opportunity cost. That's likely to see
growth flatline through the second quarter, but even when stripping out this volatility, the
underlying story doesn’t look great. We'll be watching to see if business investment resumes its
downward trend, while retail spending also looked fairly lacklustre through the spring. With Brexit
noise set to intensity, we don't expect the Bank of England to move interest rates this year.
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Developed Markets Economic Calendar

Countr Time Data/event ING Surve Prev.
Monday 5 August |

s 1500 Jul ISM Non-manufacturing 557 555 551
Eurozone 0900 Jul F Markit Services PMI - - 533
0300 Jul F Markit Composite PMI - - 515

UK 0930 Jul Markit/CIPS Services PMI 50.6 - 50.2
0330 Jul Markit/CIPS Composite PMI 501 - 497

Sweden 0730 Jul Swedbank/Silf Services PMI 499

Tuesday 6 August
1700 Fed's Bullard Speaks on U.5. Economy in Washington

]clpcln 0030 Jun Household spending (YoY%) 2.5 - 40
0030 Jun Labor cash earnings (Yo%) -0.4 - -0.5
0600 Jun P Leading economic index - - 949
Germany 0700 Jun New Orders (Mo M/YoY%) [ /- -2.21-86

Australia 0230 Jun Trade balance (A$mn) 5916 - 5745
0530 RBA Cash Rate Target 1.00 1.00

Wednesday 7 August

0500 Fed's Evans Holds Media Breakfast in Chicago

Germung 0700 Jun Industrial Production (MoM/YoY%) [ GG -~ 0.31-37
Italy - Bank of Italy Report on Balance-Sheet Aggregates
New Zealand 0200 Interest Rate Decision 1.25 1.25
Japan 0050 Jun TUA Balance, adjusted (Yen bn) 1651 - 13057
0700 Jun Industrial Production (MoM/YoY%) /-
Friday 9 August
Japan 0050 20Q P GDP {Annualised, QoQ%) -0.3 - 2.2
0050 20Q P GDP deflator - advance (Q) (YoY%) - - 01
Germany 0700 Jun Trade Balance (€bn) - - 20.6
UK 0930 2Q P GDP (QoQ/YoY%) 0.0/1.4 -f- 05/18
0930 June GDP (MoM?3%) -0.1
0930 Jun Industrial Production (MoM/YoY%) -0.8/-0.9 -~ 1.4/089
0530 Jun UK Services Index (MoM%) 0.1 - 0.0
Canada 1330 Jul Net Change in Employment - - -2.2
1330 Jul Unemployment Rate (%) - - 5.5

Australia 0030 RBA's Lowe Semi-Annual Testimony to Committee in Canberra
0230 RBA Statement on Monetary Policy
MNorway 0700 Jul CPI {MaM/YoY%) -/19 -~ 0119

Source: ING, Bloomberg

Click here to download a printer-friendly version of this table
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Asia week ahead: Packing an easing
punch

Central bank policy meetings dominate next week’s Asian economic
calendar. Some of them have signalled a pause in easing, some are
continuing to cut...

Source: Shutterstock

© On hold RBA and RBI

Of five Asian central banks reviewing their monetary policy next week, two have signalled a pause
in their easing cycles. The central banks of Australia (RBA) and India (RBI) fall into this category. The
RBA has already cut rates in June and July.

...we will be closely monitoring how things evolve over the coming

Bundle | 2 August 2019 4



THINK economic and financial analysis

months. Given the circumstances, the Board is prepared to adjust
interest rates again if needed to get us closer to full employment
and achieve the inflation target. RBA Governor Philip Lowe

We think data this week showing improved inflation in 2Q19 has taken the pressure off the RBA for
a third cut. At 1.6%, inflation is still far from the RBA’s 2.5% policy goal, though the bank is also
waiting to give recent fiscal policy a chance to achieve the target.

Well ahead of the curve, India’s RBI has eased in all three meetings so far this year, cutting by
a total of 75 basis points. But according to Governor Shaktikanta Das, the bank has done even
more than that. He considers the very shift to an easing stance at the June meeting, from a
neutral position, to be worth an additional 25bp of stimulus on top of pumping the system with
‘surplus liquidity'. We read this as a hint that the RBI has done enough.

Effectively, the rate cut has been 100 basis points if you take into
account the change in stance. ... Parallel to that we have also
ensured surplus liquidity in the system,” RBI Governor Das

With the economy facing upward inflation pressure, albeit gradually for now, and growth
remaining supported around 6%, still among the fastest in the world, we don't think the RBI will
want to risk any policy errors by providing excessive stimulus. We don't mind being outside the
consensus again this time, but we expect the RBI to remain on hold next week, while the consensus
is looking for another 25bp cut.

Australian 2Q19 CPI takes pressure off Reserve Bank

© More easing by RBNZ and BSP

Among those likely to cut rates next week are central banks of New Zealand (RBNZ) and of the
Philippines (BSP) - a second rate cut by both this year. We aren't alone; the consensus is also
suggesting 25bp rate cuts by both banks. After cutting rates by 25bp in early May, the RBNZ
paused at the late June meeting. The market-implied probability for another rate cut next week
stands at 92%.

In the Philippines, the BSP policy announcement comes on the day the country’s Statistics
Authority unveils GDP figures for 2Q. We expect growth to have stayed below the 6-7% official
target for 2019 in the last quarter (ING forecast 5.8% vs. 5.6% in 1Q). Having hiked by 175bp in
2018, the BSP has plenty of policy space to ease, as long as it's supported by falling inflation and
stable exchange rates. And we have the best of both worlds - inflation has been falling steadily
after peaking at 6.7% in Sep-Oct 2018, and the PHP has been among Asia's top performers this
year. The July CPI data just days ahead of the BSP meeting will be timely information for
policymakers.
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Philippines: The BSP Hawk-Dove meter

© BoT starting easing, hopefully

The key question of the week is whether the Bank of Thailand sheds its hawkish bias and becomes
part of the global easing wave. Our answer is ‘Yes'. However, that's not quite evident from a still
solid consensus for stable BoT policy.

With growth poised to slow further, 2019 is shaping up to be the worst year for the economy in the
last five years. Inflation has been under control (latest 0.9% in the year through July) and the
authorities are worried about runaway currency appreciation hurting the economy even more. The
central bank’s latest measures to curb short-term inflows haven't been effective. An aggressive
policy rate cut could be helpful here, though judging from the consensus we might not get it. Here
again, we don't mind being the odd one out in our forecast of two 25bp BoT rate cuts this year.

Thailand: Downgrading GDP growth forecast

© China data and more

Of all the China data due next week, trade figures will be under the most scrutiny as we try to
gauge the impact of trade wars. And just as in recent months, we aren’t expecting anything too
bad just yet.

Despite the trade war, China’s exports remain an outperformer in Asia with virtually flat growth in
the first half of the year compared to heavy declines in other parts of the region. Economies which
are heavily reliant on electronics exports (Korea and Singapore) have been hit hard in the current
export downturn. But a second surprising comeback of Taiwan's exports (also largely electronics
driven) could be a hopeful sign of a bottoming in the global electronics slump. Consistent with the
consensus, we anticipate a second consecutive month of positive export growth for Taiwan.

Taiwan: weak PMI not in line with strong GDP

Asian export performance
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Source: Bloomberg, ING
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Asia Economic Calendar

Countr Time Data/event ING Surve Prev.

Monday 5 August |

India 0600 Jul Nikkei Services PMI 499 - 496

Indonesia - 20 GDP {(QoQYaY%) 51 &£2/50 -05/51
Korea 0000 Jun Current account balance (US$bn)

Philippines 0200 Jul CPI (Yo%) 2.4 2.4 2.7

Taiwan 0900 Jul CPI (Yo%) 09 - 09

0900 Jul WPI (YoY%) -1.9 - -19

China - Jul Forex Reserves (US$bn) 31108 - 31192

India 0715 RBI policy decision (repo rate, %) 575 550 575

Malaysia 0800 Jul 31 Forex reserves- Month end (US$bn) - - 103.3

Philippines 0200 Jun Exports (YoY%) 11 - 10

0200 Jun Imports (YoY%) -2.6 - -5.4

0200 Jun Trade balance {(US$mn) -3255 - -3275

- Jul Forex reserves (US$bn) - - 857708

Taiwan 0900 Jul Exports (YoY%) 19 - 05

0900 Jul Imports (Yo%) 15 - 6.6

0900 Jul Trade Balance (US$bn) 2 il - 36

Thailand 0805 Benchmark Interest Rate 175 1.75

China - Jul Trade Balance (US$bn) 370 - 510

- Jul Exports (YoY%) -2.6 - -13

- Jul Imports (Yo%) -81 - -7.3

Philippines 0300 2Q GDP (QoQ SA/ Yo%) -/58 - 1056

0300 QOvernight Borrowing Rate 425 = &5

Singapore 0600 Jun Retail sales value (MoM SA/S Yo%) 1.2/-2.2 - -2.2-21

Friday 9 August

China 0230 Jul CPI (Yo%) 2.7 - 2.7

02320 Jul PPI (Yo%) -0.1 - 0.0

- Jul Money supply (M2) (Yo%) - - 8.5

India 1300 Jun Industrial production (YoY%) - - 31

Malaysia 0500 Jun Industrial production (YoY%) 55 - 40

Source: ING, Bloomberg, *GMT
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Key events in EMEA and Latam next week

It's a data-packed week in EMEA. Russian CPI could signal a rate cut in
September while in Romania, the central bank is likely to stay on hold
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Source: Shutterstock

(v Romania: Expect a hold

We expect the National Bank of Romania (NBR) to stay on hold at 2.50% on Monday and maintain
its reference to “strict control over money market liquidity”. If inflation prints below 2% a

couple more times we could see a return to local policy easing, with the deposit facility becoming
the de-facto policy rate.

(¥ Hungary: A ray of sunshine among the clouds

Despite the rather gloomy outlook in manufacturing globally, we expect Hungary to remain a
bright spot. Although we expect a seasonal drop in June, due to a low base, we expect year-on-
year industrial production growth to accelerate. This view is supported by the still optimistic PMI
reading, which suggests further expansion and previous strong growth in new

orders. While industry is important from an activity point of view, the highlight of the week will be
the CPI data release. We expect a mild acceleration in inflation mainly due to services and an
increase in tobacco prices due to the change in excise duty. The latter means that core inflation ex-
tax might remain on a decelerating path.

~
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Russia: Downward inflation to push for a cut in September

The weekly deflation seen in the last week of July (the first time for Russia in two years) supports
our expectations of a further slowdown in CPI from 4.7% YoY in June to 4.6% YoY in July, or even
slightly lower. The main driver seems to be the favourable situation on the global and local
agricultural market. We continue to expect a further gradual CPI deceleration to 4.0% YoY by year-
end, below the central bank's target range of 4.2-4.7% (see here for more details). The downward
CPI trend should prompt the Bank of Russia (CBR) to make another 25 basis point rate cut to 7.00%
in September, accompanied by an improvement in the year-end forecast.

At the same time, we doubt the CBR will be more aggressive, especially in the mid-term, as the
slowdown in CPI is driven mainly by cost factors, rather than weak local demand. In fact, GDP
growth should pick up somewhat from 0.5% YoY in 1Q19 to 0.8% YoY in 2Q19, and a further pick up
is possible in 2H19 thanks to the planned acceleration in budget spending on National Projects,
mainly reflecting CAPEX on infrastructure.

(¥ Czech Republic: A slight downside bias?

While industrial production surprised on the upside in April and May, the June figure will be more
negative, driven by the calendar bias (one less day working day), but also by a year-on-year fall in
car production. Retail sales might slightly improve after a somewhat weaker May driven by some
one-off factors, but new car registrations fell by 15.5% in June according to preliminary figures, so
retail sales including the car segment will be weak again. The unemployment rate is likely to
increase slightly, which is the usual seasonal pattern during summer months.

(¥ Turkey: A pause in the inflation downtrend

Following a stronger than expected downtrend in inflation, there will be a pause, as electricity price
hikes and other administrative price adjustments, as well as the removal of tax incentives on
automobiles and some durable consumer goods, will likely push annual inflation to 16.9% (1.6%
MoM) in July from 15.7% a month ago. Inflation will drop very rapidly in September and reverse
thereafter because of large base effects.

EMEA and Latam Economic Calendar
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Countr Time Data/event ING Survel Prev.
Monday 5 August |
Turkey 0800 Jul CPI (MoM/YoY%) 16/169 2.0/17.5 0.0/15.7
0800 Jul Core CPI (YoY%) - - 149
0800 Jul Domestic PPl (MoM/YoY%) -f- -/- 0.1/25.0
Romania - Repo rate (%) 2.50 - 2.50
South Africa 0815 Jul HSBC PMI SA 49.7
Russia - Jul CPI Core (YoY%) 46 46
- Jul CPI (MoM/YoY%) 0.2/4.6 0.3/4.7 0.0/4.7
Czech Rep 0800 Jun Industrial Output (Yo%) -33 - 32
0800 Jun Construction Qutput (YoY%) - - 0.z
0800  Jun Trade Balance (CZKmn) ] - 244
Brazil 1200 COPOM Meeting Minutes
Poland 1300 Jul Official Reserves Total - 117801.2
Czech Rep 0800 Jun Retail Sales (YoY%) 11 - 23
0800  Jun Retail Sales Excl. Motor Vehicles (Yov%) | | | NI - 27
0300 Jul International Reserves {(US$bn) - - 146
Hungary 0800 Jun Industrial Production (MoM/YoY%) -0.3/6.7 -f- 14/6.1
1300 Hungarian Central Bank's Minutes
Romania 0700 Jun Avg Net Wages (Yo%) - - 147
Serbia 1100 Jul HPPI (MoM/YoY%) -/- -/- -0.5/0.6
Croatia 1000 Jul PPl (MoM/YoY%) - - -12/04
South Africa 0700 Jul Gross Reserves (US$bn) - - 498
0700 Jul Net Open Foreign Currency Position (US$bn) - - 43.9
1030 Jul SACCI Business Confidence 933
Israel Jul Foreign Currency Balance (US$bn) 1201
Czech Rep 0800 Jul Unemployment Rate (%)
Hungary 0800 Jul CPI (MoM/YoY%) 0.3!3_5 == —0.2!3_4
1000 Jul Budget Balance (YTD) -640 - -350
Kozakhstan - Jul International Reserves (US$bn) - - 282
Bulgaria 0s00 Jun Industrial Production (YoY%) - - 0.6
0500 Jun Industrial Production (MoM/YoY%) /- /- 0.0/0.4
0300 Jun Retail Sales (MoM%) - - -0.2
Serbia 1100 Repo rate (%) 2.75 - 2.75
South Africa 1030 Jun Mining Production (MoM/YoY%) - - 3.0/-15
1200 Jun Manufacturing Production (5A, MoM%) - - -15
Brazil 1300 Jul Inflation (IPCA) (MoM/YoY%) 0.2/3.2 0.2/3.2 0.0/3.4
1300 Jun Retail Sales (YoY%) -1.5 - 10
Mexico 1200 Jul CPI (MoM/YoY%) 0.4/3.8 - 0.1/4.0

Friday 9 August

2Q A GDP (YoY%)

Turkey 0800 Jun Current Account (US$bn) -0.2 - 0.z
Ukraine - Jul CPI (MoM/YoY%) -/- -/- -0.5/9
Romania 0700 Jun Trade Balance {(€m) - - -1481.6
Croatia 1000 May Trade Balance (HRK m) -7582.7

1000 Jun Tourism arrivals (YoY%) -45
Mexico 1200 Jun Industrial Production (YoY%) -28 - -34

Source: ING, Bloomberg

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

Bundle | 2 August 2019

10


https://think.ing.com/uploads/reports/0108EMEALatamCal.pdf

THINK economic and financial analysis

Authors

Valentin Tataru
Chief Economist, Romania
valentin.tataru@ing.com

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

Dmitry Dolgin
Chief Economist, CIS
dmitry.dolgin@ing.de

Muhammet Mercan
Chief Economist, Turkey
muhammet.mercan@ingbank.com.tr

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 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.

Bundle | 2 August 2019 11


mailto:valentin.tataru@ing.com
mailto:peter.virovacz@ing.com
mailto:dmitry.dolgin@ing.de
mailto:muhammet.mercan@ingbank.com.tr
http://www.ing.com

