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Key events in developed markets next
week
Omricon will dominate next week’s developed markets economic
news. Although the new variant may overshadow some data points,
our base case suggests…

Source: Shutterstock

US: New variant is just a scare
Newsflow surrounding Omicron will be the key market influence next week. Our base case is that
this is more of a scare rather than a prelude to more severe economic restrictions that would derail
the growth story. Nonetheless, at least in the near-term, the risks are skewed to the downside for
economic activity given the potential for some consumer caution.

The most important data point will be November consumer price inflation. Rising gasoline, housing
and second hand car prices will be the big movers, but growing evidence of rising corporate pricing
power is also likely to be evident in the form of broad based 0.3%+ month-on-month readings for
most components. This is likely to leave annual rates close to 7% for headline inflation with the
potential for core inflation to beak above 5%. If this is the case and the scientific evidence on
Omicron suggests it is a manageable threat, then the expectations of an acceleration in the
Federal Reserve’s QE tapering at the December FOMC meeting will grow.

We will also get the JOLTS data on job openings and resignations. This will likely show that the jobs
market remains very tight with the proportion of people quitting their jobs to move to a new
employer hitting new record highs. In turn, this will highlight the challenge for companies in terms
of recruitment and retention of staff, which is both inflationary, through contributing to rising wage
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pressures, while also constraining growth as businesses are less able to meet strong demand.

Canada: Strong economy and rate path will remain unaltered
No policy changes are expected at the Bank of Canada policy meeting after policymakers decided
to end QE in October and brought forward guidance for the timing of the first rate hike to
mid-2022. The economy is growing strongly and inflation will soon breach 5%. At the same time,
Canada has been far more successful at job creation than the US with employment already above
pre-Covid levels. Given less spare capacity than most other economies, we immediately shifted to
forecasting four 25bp rate hikes in 2022 after the October announcements, with one hike per
quarter. We are reluctant to make any changes to this view right now given the uncertainty over
Omicron, but the obvious risk is that the BoC ends up delaying the first hike until 2Q should
consumer caution kick in on Covid anxiety. The BoC is also mulling changing its inflation target that
could be more explicit about tolerating inflation overshoots in a move that would follow the US.
However, the BoC already has a framework that is well understood and already contains flexibility
so there seems little need for any radical changes.

UK: Omicron to overshadow decent UK data for the Bank of
England’s December decision

A decent month for UK retail and an ongoing gradual return to offices probably translated into a
reasonable GDP growth rate in October. In general, UK data is giving the Bank of England the green
light to go ahead with its much-discussed first rate rise. But with Omicron uncertainty unlikely to
clear up entirely by the time of the Bank’s December meeting, we suspect policymakers will decide
to wait until the new year before doing anything. November’s meeting showed that the committee
as a whole is comfortable with waiting for new data, and clarity can be expected before the next
meeting. Barring an Omicron disaster, we suspect policymakers will hike rates in February.

Developed Markets Economic Calendar
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Key events in EMEA next week
Inflation in Hungary is likely to reach levels not seen since 2007.
Elsewhere, central bank decisions are due in Brazil and Ukraine
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Hungary: Inflation readings to reach record levels
We are hopeful in Hungary that after two bad months, industry will be able to rebound somewhat
in October, although we know that supply chain issues are still holding back the most important
manufacturing sectors (cars & electronics). With export activities under pressure and imports being
pushed higher via strong domestic demand, we see the trade balance deteriorating further. The
main event comes on Wednesday with the November inflation reading. We see the headline rate
moving to 7.3% year-on-year, reaching a level not seen since 2007. As there are widespread price
pressures with second-round effects and demand-driven shocks, core inflation is set to move
above 5% YoY for the first time since 2008. This could push the central bank to raise the one-week
deposit rate again, although the recent strengthening of the forint might give rise to a pause, as
the regular monthly rate setting meeting is scheduled on 14 December.
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EMEA Economic Calendar

Source: Refinitiv, ING, *GMT
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Asia week ahead: Central bank decisions
and trade reports dominate
Asian trade reports and central bank meetings are the focus for Asia in
the coming days

Central bank decisions
It’s a busy week for central banks, notably the Reserve Bank of Australia (RBA) on 7 December, and
the Reserve bank of India (RBI) on 8 December.

We don’t expect either central bank to change policy at these meetings, and the Omicron variant
provides some fresh cover for dovish central banks to hide behind. That said, it is always worth
looking out for changes in nuance in accompanying statements that might hint at changes next
year. The RBI for example may nod in the direction of recent higher than desirable inflation figures
and could flag the possibility of a small increase in rates early next year. The consensus expects
the first hike in the Indian cycle to be a token 5bp or so, though its market impact could be greater.

The RBA has been back-pedalling a bit from its insistence that rates will not rise until 2024, and it at
least now acknowledges that a 2023 hike is a possibility. But there has been nothing recently to
require them to make further shifts, or to stake out a new approach to asset purchases when the
current policy is reviewed before mid-February. Recent Australian 3Q21 GDP data was less bad
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than had been expected, but doesn’t shed much light on the correct policy stance and has had
little impact on market expectations. More relevant will be the 3Q21 house price data released on
the same day as the rate decision. Annual house price inflation in 2Q was 16.8% year-on-year.
That is high by any standard, so any additional increase will put pressure on the central bank to
respond, though until the labour market and wages data fall into line, we believe the RBA will stick
to the current playbook.

China’s trade report one of many in the coming week
Meanwhile, next week’s data calendar features several trade reports. China’s trade data should
show a year-on-year slowdown although the growth rate will still be in the double digits. Exports
are expected to slow given that most orders for western holiday demand have been fulfilled. Some
last-minute urgent orders however may still be placed but these may show up in the December
report.

Taiwan will also report trade data next week. Given the strong demand for semiconductors, year-
on-year growth should edge higher but face a slight month-on-month contraction as production
bottlenecks transmit to a similar situation in exports.

Lastly, Philippine trade numbers come out on 10 December with recent trends expected to
hold. Both exports and imports will expand but import growth is forecast to outpace exports. The
overall trade balance will likely remain in deep deficit at roughly $3.8b, which should be enough to
nudge the overall current account balance into deficit. 

And the rest...
The Asian data release calendar also covers a good number of inflation reports in the coming
days. China and Taiwan will release producer prices with the PPI expected to be high for both due
to elevated import commodity prices. On the other hand, CPI inflation is expected to be rather flat
for both economies. 

Philippine inflation is also scheduled next week with headline inflation set to slide to 3.7% as
improved weather and pork imports help address previously tight food supply chains.  This is
however only the first-time inflation has fallen below 4% this year. 

Rounding out the data reports for next week, Japan releases its Business Survey Index for 3Q21
from the Ministry of Finance on 9 December. This isn’t widely watched, though it can be viewed as
a dress-rehearsal for the more widely tracked Tankan survey from the Bank of Japan out on 13
December.
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Asia Economic Calendar

Source: Refinitiv, ING, *GMT
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