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Key events in developed markets next
week
GDP readings from November will show a pickup in growth across
developed markets, however, the extent of damage caused by
Omicron is yet to be considered. Persistently high inflation figures will
push central banks such as the Federal Reserve to raise rates faster

Source: Shutterstock

US: Federal Reserve to normalise rate hikes with a more
hawkish stance

The recent minutes to the Federal Reserve’s December FOMC meeting showed that officials really
want to get the ball rolling on normalising monetary policy. They effectively admitted they got the
inflation call wrong and now also recognise that the labour market is in a much tighter position
than they had previously thought. Consequently, having suggested just nine months ago that it
would be 2024 at the earliest before the first interest rate rise, they are now saying they are likely
to hike rates three times this year and three times next!

The Omicron wave is obviously a concern, but the economy appears strong and inflation pressures
are intense. Next week's numbers are set to show headline CPI breaking above 7% year-on-year-
fast approaching a 40-year high – with the core rate rising well above 5% YoY. This will only
intensify the pressure on the Fed to start hiking rates. Retail sales may be close to flat with falling
auto sales dragging the headline number lower. However, this is supply related – due to a lack of
cars to purchase – rather than weakness in demand. Moreover, industrial production should remain
healthy.
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The market is increasingly moving in the direction of a March interest rate hike. For now, we still
favour May due to the lack of visibility provided by Omicron, but the risks are undoubtedly skewed
towards earlier, swifter action from the Federal Reserve.

UK GDP set to dip after a decent November performance
We expect a reasonable growth number for November, reflecting a decent month for UK retail and
a bounceback in hospitality after a weak October. The vaccine push is also doing some of the work,
and it’s worth remembering that health/social care growth has done a lot of the heavy lifting to get
monthly GDP back to within a whisker of its pre-virus level. Of course all of this pre-dates Omicron,
and December and January are likely to record negative growth readings – albeit perhaps only in
tenths of a percent, and much less dramatic than the same time last year. Social spending slipped
before Christmas, while worker shortages are causing firms real problems given sky-high Omicron
prevalence.

Importantly, at least as far as the Bank of England outlook is concerned, we don’t expect these
effects to be long-lasting. With headline inflation rates set to peak higher than previously expected
– and given the Bank’s well publicised nervousness about what this may imply for inflation
expectations – we think a February rate hike is close to a 50:50 call. For now though, we narrowly
think policymakers will wait until May to gather a little more clarity on Omicron’s economic
damage.

Developed Markets Economic Calendar

Source: Refinitiv, ING, *GMT

https://think.ing.com/articles/a-february-bank-of-england-rate-hike-its-5050/
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Key events in EMEA next week
Shutdowns over the holiday period will weigh on retail sales and
industrial production figures across emerging markets. Also, look out
for policy rate decisions in Romania and Serbia

Source: Shutterstock

Hungary: Industrial production and inflation readings to
reflect winter holiday shutdowns

After the Hungarian government’s announcement of freezing some of the year-end spending, we
see a much lower monthly deficit in December than we used to see in the past couple of years. The
November industrial production data will show us the impact of the winter holiday shutdowns; thus
we expect another decline. The most important data next week comes on Friday when we get the
December inflation reading. The significant drop in fuel prices probably had a major impact on the
headline number, thus we see monthly inflation at just 0.1%, the lowest reading in 2021. With that,
the YoY figure will move south to 7.2%. In contrast, core inflation will rise to around 6% YoY on
durables, processed food and services.
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EMEA Economic Calendar

Source: Refinitiv, ING, *GMT
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Asia week ahead: Trade and inflation
reports
Trade reports, inflation from China and India plus a central bank
meeting are on the calendar in the week ahead

Trade data
Asia’s data calendar is heavy on trade reports for the coming week, with Australia, China and the
Philippines all scheduled to release data on exports and imports. Both exports and imports for
China likely posted double-digit growth last December. China’s exports are forecast to have jumped
20.1%, benefiting from some last-minute Western demand tied to the holiday shopping
season. Meanwhile, China’s imports are also expected to jump sharply, by 37.8%, this time fuelled
by domestic demand ahead of the Lunar New Year. Meanwhile, recent trends in Philippine trade
data will likely continue. Philippine imports are expected to grow 36.9%, outpacing the modest
10.4% expansion in exports. Double-digit import growth is tied to the economic reopening while
export growth was likely driven by global demand for Philippine electronics components. The
overall Philippine trade balance is projected to remain in deficit for November.      
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China and India inflation
Next week also features inflation reports from China and India. For China, PPI inflation is forecast to
rise over 10% year-on-year and it should be slower than November’s 12.9% rise due to lower LNG
and coal prices. On the other hand, CPI inflation on a yearly basis should also be slower due to
the base effect of pork prices. 

Meanwhile, India releases December CPI inflation data on 12 January. The month-on-month CPI
index will probably show a reversal of last month’s gains, mainly due to some moderation in earlier
vegetable price increases. But an even larger food price decline last December means that the
year-on-year rate of inflation will probably rise quite sharply. We’ve pencilled in a 5.5% increase,
but there is upside risk to this figure in our view.

BoK policy meeting
The Bank of Korea meets on Friday 14 Jan and although Governor Lee Ju-yeol has indicated that
rates have not yet peaked and would probably rise again in 1Q22, the last meeting didn’t provide
any indication that there would be a further imminent cut, so we think if we get one more in the
first quarter, it will probably be at the end of the quarter, which will also coincide with Governor
Lee’s last meeting before he steps down. He may of course opt to leave it up to his successor.

Asia Economic Calendar



THINK economic and financial analysis

Bundles | 7 January 2022 9

Source: Refinitiv, ING, *GMT

Author

Iris Pang
Chief Economist, Greater China
iris.pang@asia.ing.com

Robert Carnell
Regional Head of Research, Asia-Pacific
robert.carnell@asia.ing.com

Nicholas Mapa
Senior Economist, Philippines
nicholas.antonio.mapa@asia.ing.com

 

mailto:iris.pang@asia.ing.com
mailto:robert.carnell@asia.ing.com
mailto:nicholas.antonio.mapa@asia.ing.com


THINK economic and financial analysis

Bundles | 7 January 2022 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 www.ing.com.

https://www.ing.com

