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Key events in developed markets
While worries about a potential US recession have eased, we think it
might be too early to declare victory just yet - this week should show
subdued small business optimism and manufacturing. On the UK side,
investors will be eyeing the job market data following a more dovish-
than-expected Bank of England meeting this week

Source: Shutterstock

US: It's not all good yet
Three interest rate cuts and an easing of US-China trade tensions have calmed fears about a
potential US recession, but we think the financial market reaction may be excessive. The yield
curve has re-steepened and equities are at all-time highs yet the manufacturing sector is
contracting and there are signs of slowdown elsewhere. With politics likely to remain a source of
uncertainty, we believe the Federal Reserve has more work to do to ensure a slowdown doesn’t
become more severe.

Nonetheless, the narrative from Fed officials this week is likely to remain that they have a
preference to pause at the December FOMC meeting in order to take stock of the impact of their
actions so far. Data wise, we will be looking at how the small business sector is feeling – the NFIB
index is currently at its lowest level since Donald Trump became President – and whether there is
any let-up in the pain for the manufacturing sector. We doubt it. With the ISM production
component at its weakest level for 10 years, the risks are skewed towards a weaker number. Retail
sales will also be published and are likely to show another soft reading given weak auto sales
numbers. Finally, inflation data should be little changed. As such, we have a US economy that is
decelerating with a benign inflation backdrop. The Fed has the scope to loosen policy further and
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we think they will in early 2020.

UK jobs market key as Bank of England split emerges on rate
cut

The Bank of England caught markets slightly off-guard this month when two policymakers voted
for an immediate 25 basis point rate cut. While we still think policy easing is unlikely to materialise
in the short-term, it’s pretty clear that a lot hinges on the jobs market – especially given that the
growth figures are so volatile at the moment. So while we’re likely to see a solid 0.4% rebound in
growth next week, another sharp fall in the level of employment will emphasise that the jobs
market is no longer tightening. Hiring indicators point to deteriorating demand for staff amid Brexit
and global uncertainty.

Sweden: Nothing to stop the Riksbank
Despite a deteriorating growth backdrop, the Riksbank looks determined to exit negative rates in
December. Next week's two key data releases - unemployment and inflation - are unlikely to
change that. Policymakers have dismissed recent jobs data given recent quality issues (it's not
clear whether this will get cleared up next week). The Swedish stats agency found that the
unemployment rate has been slightly overestimated over the past six months, and
underestimated before that, resulting in a flatter path. Inflation-wise, don't expect any large
surprise, with CPIF broadly around the Riksbank's forecast.

Developed Markets Economic Calendar
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Source: ING, Bloomberg

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

https://think.ing.com/uploads/reports/071119_DM_Cal.pdf
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Asia week ahead: Towards the end of
monetary easing cycles
Central bank meetings, third-quarter GDP releases and October data
releases from China and India – all make it a pretty busy week in Asia

Source: Shutterstock

More central bank meetings
Among the Asian central banks, Thailand’s central bank finally gave in to easing pressure this week
with a rate cut, but the Malaysian central bank continues to defy easing despite the increasingly
weak state of the economy. Then there is New Zealand's central bank and the Philippines too,
which both meet next week and both arguably near the end of their respective easing cycles.
Perhaps ‘pause’ would be a better description than 'end' for these cycles, as both central banks
may need to reassess the effects of their easing so far, while external uncertainty from the trade
war between China and the US continues to linger.
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For now, the policy pause may be justified on prospects for a Phase one of the trade deal, though
that signing has now been pushed out to December from the much-touted mid-November
schedule, reducing future certainty still further.

Pause, or out of policy space?
The key question is whether Asian central banks are left with any policy space in the event things
really go south again. 

Some of them have that space as reflected by their still-high real interest rates (Indonesia,
Malaysia, Philippines, or Vietnam), while others have nearly exhausted it and, barring a significant
economic deterioration ahead, are likely to stay on hold.

However, as our Asia Chief Economist Rob Carnell opines today, "... if we have learned anything
from the period running up to and following the global financial crisis, it is that what we may have
considered barriers to policy in the past no longer apply. Perhaps we should no longer consider
negative real rates the "floor" to policy in Asia." 

Anymore space for monetary easing?

Source: Bloomberg, CEIC, ING

But, where is growth?
While it may be fair to say that the Asian central banks easing cycle has almost troughed, for now,
there is little evidence of whatever easing they have implemented so far, actually has
helped growth.

As the noise around a trade deal continues, Chinese data will be gleaned for the economy’s growth
prospects in the current quarter. Our Greater China economist, Iris Pang, sees some pick-up in
momentum and has recently revised the 4Q growth forecast higher, but it all depends on a trade
deal materialising.

Lots of data from India will likely bear out the continued weak growth trend, while inflation rising
past the central bank’s 4% target reduces room for easing. Does the inflation target matter? We
don’t think so. We see one more 25bp RBI rate cut in December.

https://think.ing.com/%7Bpage_7698%7D
https://think.ing.com/%7Bpage_7500%7D
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Indonesia's GDP growth remains stuck at the 5% rate it’s been on since 2014. This is despite 100
basis points of central bank rate cuts. The October trade figures are unlikely to display any vigour
coming into the final quarter of the year. In the Philippines, growth gained some traction in the
third quarter, though that was all about pent-up government spending (due to the delayed
budget) rather than monetary easing which, in fact, failed to pull investment growth out of the
negative territory. Still, that's enough of a reason for the BSP to pause for now.

Japan and Malaysia report their 3Q GDP figures. Japan’s growth probably got a boost from the
front-loading of spending before the consumption tax hike in October. That’s indeed going to be
transitory. In Malaysia, an accelerated export decline probably dragged GDP growth lower, ending
the economy’s relative outperformance in the first half of the year. We think this is a good enough
trigger for the central bank to utilise some of the policy space it has at the next meeting in
January.

Asia Economic Calendar

Source: ING, Bloomberg, *GMT

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

https://think.ing.com/uploads/reports/0711Cal_Asia.pdf
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Key events in EMEA and Latam next week
It's a data-packed week with a flurry of growth, trade and inflation
figures. Expect Czech inflation to stagnate and Hungary to continue
outperforming most of the EU in terms of growth

Source: Shutterstock

Czech: Inflation to remain at 2.7%
Czech October CPI will very likely stagnate at 2.7%. The highest uncertainty is concentrated in food
prices. The Czech Statistical Office's preliminary figures show that food prices might
accelerate relatively strongly in October, even though typical seasonality would suggest soft
monthly growth. As such, we expect 1.5% month-on-month growth in food prices in October.
Taking into account the typical average seasonal increase of 0.3%, year-on-year CPI should slow to
2.5%. Flash GDP growth will likely point to an economic slowdown, with quarterly growth
probably slowing from 0.7% to 0.4%, in our view. However, on an annual basis, growth should
remain close to 2.7%, just slightly below the 2Q figure of 2.8%.

Hungary: Still top of its class for now
We expect Hungary to remain among the top performers in the EU as we are forecasting 4.8%
year-on-year GDP growth in 3Q19. However, the raw data will be skewed due to a higher number
of working days, so the adjusted figure could be roughly 0.2 percentage points lower. We don’t see
any major change to the growth structure based on high frequency data. Services should remain
the main contributor on the back of a strong labour market, industry could result in a positive
surprise and the contribution of the construction sector might remain strong but somewhat lower



THINK economic and financial analysis

Bundles | 8 November 2019 18

than in previous quarters. Looking forward, this reading might be the last one for a while showing
a rate of more than 4% growth, as soft indicators suggest a further slowdown while calendar and
base effects will drag down growth significantly.

Poland: Growth to slow down
We expect 3Q GDP growth to decelerate from 4.5% to 3.9% YoY due to weaker investments and a
negative contribution from net exports. The fiscal impulse likely increased private consumption
from 4.4% to 4.8% YoY, but this probably wasn't enough to push growth above 4% YoY. The
moderation should continue in the coming quarters given decelerating consumption and a
slowdown in the eurozone.

Final CPI inflation data should confirm a reading of 2.5% YoY with core inflation stable at 2.4%. This
should be a non-event for the market – inflation should accelerate in 1Q of 2020 and reach the
upper bound of the central bank's target (3.5% YoY). The Monetary Policy Council's reaction will be
dependent on the outlook for the rest of the year – the central bank’s staff so far is forecasting a
return to the inflation target in the coming quarters.

Romania: Inflation to inch lower
We expect annual inflation to have inched lower towards 3.40% in October, just below the 3.50%
upper bound of the central bank’s 2.5%±1 ppt target band, driven by a relatively strong base effect,
which will offset the fairly robust 0.4% month-on-month increase. The monthly acceleration
should come mainly from food items, though the other components – non-food and services are
likely to have seen marginal advances as well.

The economic growth story seems to have continued into the third quarter as well. Retail sales
have accelerated by 1.8% versus the previous quarter while the widening trend of the trade
balance seems to have moderated slightly. The construction sector has remained vibrant,
offsetting to some extent the industrial contraction. We therefore maintain our 0.5% quarter-on-
quarter GDP growth forecast for the third quarter.

EMEA and Latam Economic Calendar
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