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Our view on next week’s key events
Here's what ING analysts are looking for in the developed and EMEA
markets next week
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Key events in developed markets next
week
It is a busy week for central banks next week. We will be watching ECB
speakers ahead of their next meeting and Fed speakers as US risks are
re-assessed

Source: Shutterstock

Fed speakers key as US risks are re-assessed
Between now and next Friday there are ten different Federal Reserve officials scheduled to speak,
which will give us a clue as to whether markets should really be re-pricing the outlook for
monetary policy. For now the economy is growing strongly and inflation pressures are rising with
both headline and core CPI above the Fed’s own 2% target.

This week’s retail sales numbers should show a rebound from surprise weakness in February, aided
by strong employment growth and a positive impulse from tax cuts. Industrial production should
also be supported by a competitive dollar and stronger global demand together with robust
domestic orders. Nonetheless, concerns over a potential trade war with China linger on. The
minutes to the March FOMC meeting suggested that officials believe that were the situation to
escalate the fear of downside risks for growth would outweigh the concern about upside risks to
inflation resulting from the tariffs. There has been a slight easing of trade tensions recently, but
this could quickly change, hence why getting the perspective of key officials is so important. For
now we continue to look for three further interest rate rises this year.



THINK economic and financial analysis

Bundles | 13 April 2018 3

Eurozone data and ECB comments to be watched ahead of next
meeting
As it is the week ahead of the next ECB meeting, market participants will have a close eye on
Eurozone data and possible comments by ECB officials. Given increasing signs of an unexpected
soft patch of the entire Eurozone economy in the first quarter, the doves at the ECB should gain the
upper hand, increasing the odds of an QE extension not only until the end of the year but possibly
even beyond.

A mixed week for UK data is unlikely to throw the Bank of
England off course
With markets now more-or-less fully pricing in a UK rate hike in May, the big question next week is
whether the dataflow can change policymaker’s minds. We suspect it won’t.

Another increase in the annual rate of wage growth – a key factor for the BoE – should bolster the
Bank’s view that earnings will grow faster this year as firms encounter skill shortages. Like last
month, it’s worth remembering that these figures say just as much about the weak patch this time
last year, as they do about current pay momentum. But even so, we suspect the committee will be
happy enough that wages remain on-track.

The rest of the dataflow could be fairly mixed. Core inflation may temporarily notch back up
because of the early Easter and resulting higher air fares. But as this unwinds and the effect of the
pound’s depreciation continues to wear-off, we think it could dip to 2.2% as early as next month.
Coupled with rising wage growth, this means the worst of the household squeeze is behind us. But
confidence remains depressed (particularly when compared to Europe/US) and we expect this to
continue to weigh on spending in the near-term. We suspect that’ll keep a lid on retail sales next
week, although the torrid weather may be a bigger factor this time around.

German ZEW index to hint at a dissapointing first quarter
After disappointing hard data for the first two months and weakening sentiment indicators, the
ZEW index will be the first soft data for the month of April, providing some guidance for the future
path of the German economy. We expect some more weakening, hinting at a somewhat
disappointing first quarter for the entire economy.

Developed Markets Economic Calendar
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Key events in EMEA next week
It's a week full of activity data in EMEA next week, we expect
dissapointing labour market and activity figures in Poland and strong
wages in Hungary
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Poland: no rating upgrade and dissapointing labour market and
activity figures
In our opinion Standard & Poor’s is unlikely to upgrade their rating or perspective. The agency
should highlight better fiscal and external positions as both the budget performance and current
account balance strongly outperformed their forecasts. On the other hand, clashes with the
European Commission, a still wide structural deficit and long-term challenges (such as
demographic problems) are likely to be used as arguments against any improvement.

Looking at upcoming data, both the labour market and activity figures should disappoint in March.
We see a slight deceleration of enterprise wages to 6.6% year-on-year. The growth trend that was
visible in the second half of 2017 has stagnated within the majority of sectors. Secondly, we expect
sub-consensus industrial production (1.5% YoY) and construction output (10.6% YoY), reflecting a
bit of softer external demand and public investments outlays.

Hungary: wages expected to grow rapidly
In Hungary, we are facing a relatively quiet week with only one important piece of hard data.
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Wages are expected to grow rapidly on the back of the raised minimum wages, wage settlements
and the mounting labour shortage. Moreover, we might see a higher than usual premium and
bonus payments in the public sector.

EMEA Calendar

Source: ING, Bloomberg
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