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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

(v 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.

(v 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.

(v 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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Country Time Data/event ING Surve Prev.

Germany 0700 Oct Industriol Orders (MoM?3%)

Germany
France
Canada
Switzerland
Netherlands
Eurozone

1330 Oct International Trade $ -65.5
2000 Oct Consumer Credit 275
0700 Oct Industrial Output (MoM36/YoY36) 30020
0745 Oct Trade Balance -
1330 Oct Trade Balance C$ -
0645 Nov Unemployment Raote Adjusted -
0530 Nov CPIl (MoM %Y oY%) 0446
1000 Q3 Emploument Final (QoQ&JYoY36) 09/20
1000 Q3 GDP Revised (QoQ%/YoY%) 22137

-66.8 -80.5
23591

-1.109

2.2/3.7

Wednesday 8 December

s
Canada

10.6
025

1500 Oct JOLTS job openings (mn)
1500 BoC Rate Decision

- 108
025

Thursday 9 December

Germany

Norway
s

0700 Oct Exports

0700 Oct Imports 1,0
0700 Oct Trade Balance 17
0700 Oct GDP Month Mainland =
1330 Initial Jobless Claims 225
1330 Cont]obless Claims 1520

1956

Germany
UK

Italy
MNorway

1330 Mov Core CPI (MoM30/Y oY %0) 0.5/459
1330 Nov CPl (MoM%6/YoY%b) 0.6/6.7
1500 Dec University of Michigan Sentiment 66
1500 Dec University of Michigan Conditions 732
1500 Dec University of Michigan Expectations 62
0700 Mov CPI Final (MoM %/ o'f%) -0,2/5,2
0700 Oct GDP Estimate (MoM?3b) 04
0300 Oct Industrial Output (MoM26/Y oY) -
0700 Nov CPI (MoM3&/Y oY 9%6) -f-

Source: Refinitiv, ING, *GMT
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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

Source: Shutterstock

(¥ 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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Country Time Data/event ING Surve Prev.
36

Czech Rep 0800 Oct Retail Sales (YoY% -

0200 Q3 Gross wages (YoY%) -

Kozakhston 0900 DecBose Interest Rate =

Tuesday 7 December

Czech Rep 0800 Oct Industrial Output (Yo%) -

0B00 Oct Trade Balance -

Hungary 0200 Oct Industrial Output (YoY%b) 11

South Africa 0930 Q3 GDP (Yo%) =
Wednesday 8 December

Russia 1600 Mov CPI{MoMSb/YoY %) 018s
Czech Rep 0300 MovUnemployment Rate -
Hungary 0200 Mov Core CPI(YoY%) 51
0800 Nov CPI {MoMea/ Yoy Q&7 3
1000 Mov Budget Balance -505
South Africo 1100 Oct Retail Sales (YoY9%) -
Brazil 1200 Oct Retail sales (MoM36/Y oY %) -f-
2100 Selic Interest Rate =

Thursday 9 December
Hungary 0800 OctTrade Balance -175
0830 One-Week Deposit Rote (%) 310
Ukraine 1200 Centralbankinterest rate =
- Mov CPI {MoMes/ Yo o) +-
Serbioc 1100 Dec Benchmark Interest rate 1
Mexico 1200 NovHeadline Inflation -

1200 Mov Core inflation -

82
9.75

4
-133

-23

193

0781 11/81
34

47
11/65
-630

21
-13/-55
7.75
-128
310

g5
09105
1

0.84
0.45

Russia 1300 OctForeign Trade -

Czech Rep 0B00 Nov CPI{MoM3/YoY %) -
Kozakhstan - Nov Industrial Production (YoY2a) -
Brazil 1200 MWovIPCA Inflation Index (MoM267Y oY%) -f-
Mexico 1200 Oct Industrial Ouput (MoM3b/YoY%) -

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

Bundle | 3 December 2021 7



THINK economic and financial analysis

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 PPl 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

Country Time Data/event ING Surve Prev.

Japan 2330 Oct All Household Spending (MoM3/YoY2%) - 50/-139
Taiwan 0820 Nov Foreign Exchange Reserve 548.9 546.7
South Korea 2300 Oct Current Account Bal NSA 114 10.07
Tuesday 7 December
Japan 2350 Oct Current Account N5A - 103357
2350 Q3 GDF Revised ({QoQ%) 0.8 -0.8
Australic 0330 Dec RBA Cash Rate 01 01
China 0800 Mov FX Reserves (Monthly) $bn 32375 3218
- Nov Exports 15.57 27.1
- Nov Imports 191 20.6
- Nov Trade Balance 50.74 BL 54
Philippines 0100 Nov CPI (MoM 3% oY%) 0.153.7 0.2/4.6
0100 Nov Core CPI (Yo%) 32 3L
Singapore (0500 Nov Foreign Reserves USD - 419
Taiwan 0300 Nov CPI {YoY3%t) 2.23 2.58
200 Nov WPI (YoYss) 17.16 1£.78
0800 Nov Exports 24 85 246
0800 Mov Inmnports 31.06 37.2
0200 Nov Trade Balance 492 6.12
Japan 2350 Nov M2 Money Supply (Yo%) 37 42
India 0430 Repo Rate 4 4
0430 Reverse Repo Rate 3.35 3.35
0430 Cash Reserve Ratio 4 4
China 0130 Nov CPI (YoY%) 18 15
130 MNov PPI (Yo%) 133 -
Friday 10 December
China - Nov M2 Moniey Supply (YoY) - 87
MNov Aggregate Finance (CNY bn) 2450 1589.9
Nov NewYuan Loan ([CNY bn) 1607 826.2
India 1200 Oct Industrial Output (YoY2b) 11 31
Indonesia 0400 Oct Retail Sales Index (YoY3.) - -2.2
Philippines 0100 Oct Exports (YoY %) 21 6.3
0100 Oct Imports (Yo%) 22.3 24 .8
0100 Oct Trade Balance -3831 -3995

Source: Refinitiv, ING, *GMT
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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.
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