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Key events in developed markets
Another exciting week ahead as the Brexit process finally gets
underway after the Conservative party's landslide victory, on top of
two central bank…

Source: Shutterstock

Brexit process set to roll forward following election
Boris Johnson’s Conservative party has gained a large majority at the ballot box, paving the way
for the prime minister’s Brexit deal to be ratified in January. That process could begin next week,
where following the state opening of the parliament (Queen’s Speech), the initial stages of the
Withdrawal Agreement Bill could be completed. That means the UK is most likely set to leave the
EU at the end of January. What happens thereafter is pretty uncertain, and the focus will quickly
turn to whether the transition period will be extended. We think it will although given this will
require the UK to commit to budget payments beyond 2020, talks could become messy.

In the meantime, we’ll also get the Bank of England’s first view on the post-election landscape.
With activity stalling and the risks surrounding the jobs market rising, we are likely to see the Bank
retain a cautious stance. We’re sceptical about the prospects of a big investment rebound in 2020,
but for now, we aren’t fully convinced the BoE will pull the trigger on a rate cut.

US: Another barrage of data, but the Fed is not worried
With the Federal Reserve having clearly indicated contentment with the current state of the
economy, markets are unlikely to be too concerned about the upcoming data flow as we head
towards year-end. We will be getting a combination of industrial production, housing numbers and
personal income and spending. The narrative is likely to continue to be one of manufacturing in
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recession as a result of the uncertainty caused by trade wars in combination with weak global
demand and a strong dollar, although the return to work of 50,000 or so General Motors workers
after the conclusion of their recent strike action will lead to a rebound in auto manufacturing
output.

Consequently, we expect an unsustainable 0.8%MoM increase in total production for November.
Housing numbers are likely to be supported by the decline in mortgage rates while personal
spending should hold up fairly well. All this remains consistent with the Fed’s view that their work
to support the economy is done. Nonetheless, we continue to see growth risks skewed to the
downside for 2020 ad see a strong chance that the Fed will eventually choose to cut interest rates
again.

Germany: Ifo to follow the ZEW's trend
After this week’s surprisingly strong ZEW index, the Ifo index should also show an improvement,
albeit somewhat weaker than the ZEW index. We mainly expect an increase in the expectations
component and a relatively stable current assessment.

Sweden: Riksbank set to exit negative rates
The Riksbank has been pretty clear that despite the mounting economic risks, it wants to press
ahead and exit negative rates in December. We’re expecting a 25bp rate hike, but that is likely to
be the last. One reason is that next year’s key wage negotiations have the potential to be a little
more disappointing than previously hoped.

Last week’s Prospera Sinfo inflation expectation survey showed that both employee and employer
organisations were lowering their CPI expectations.

Developed Markets Economic Calendar
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Asia week ahead: Central banks getting
busy again… for nothing
Central banks in Japan, Taiwan and Thailand meet next week, but rest
assured there won't be much action, if any at all
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Busy doing nothing
Central banks in Japan, Taiwan, Thailand and Indonesia meet next week and all are expected to
leave policies on hold.

In Japan, last week’s announcement of US$121 billion in fresh stimulus has taken the juice out of
the Bank of Japan meeting, which otherwise also was going to be a boring event anyway with no
ammunition left to support growth. Taiwan’s central bank hasn’t done any easing in this cycle so
far and, with GDP growth holding up pretty well, we don’t expect it to alter the existing policy
settings anytime soon.
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In Thailand, prolonged weak growth prospects ahead warrant some more Bank of Thailand rate
cuts on top of two 25bp cuts this year, while inflation continues to be absent. Indeed, the Bank of
Thailand has doors open for more cuts, though it’s likely to cite an additional US$3.3 billion worth
of fiscal stimulus announced in late November as a reason to stay on hold next week.

The next batch of China’s November economic data – industrial production, fixed-asset
investment, retail sales, and home prices – will be an interesting watch for GDP in the current
quarter. A surprising bounce in both manufacturing and non-manufacturing purchasing manager
indexes foreshadowed November to be a better activity month after a holiday-distorted October.

Finally, Australia’s jobs report will give some idea about the depth of the economic weakness in
the current quarter, following a disappointing 3Q19 growth merited further Reserve Bank of
Australia rate cuts in early 2020. A turnaround in the employment growth in November after an
unexpected 19,000 fall in the previous month could upset central bank policy expectations.

Source: ING, Bloomberg
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Key events in EMEA and Latam
Next week will see three central bank meetings in EMEA/Latam. While
we expect the Hungarian and the Czech central bank to stay on hold,
the latter will…

Source: Shutterstock

Czech National Bank facing an unpleasant dilemma
The Czech national bank will have to deal with an unpleasant dilemma next Wednesday, as foreign
uncertainty persists and weakening activity is becoming more visible in the domestic economy,
while inflation hit the upper tolerance band in November. But inflation above the 3% border should
be relatively short-lived, as current estimates suggest.

Also, some tightening was delivered by the koruna, which was stronger than the central
bank expected by around 0.5% in 4Q19 (EUR/CZK 25.6 vs. 25.7).

We believe that an on-hold decision is more likely next week, which also reflects the latest public
statements from some Board members, though two hands for a hike should remain in place
like last time.

Hungary: Hardly any change in the monetary setup for the
last meeting

Taking into consideration the latest GDP and CPI figures, we hardly see any major change in the
monetary policy setup by the National Bank of Hungary at its latest meeting in 2019. The only
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change we can see is a small adjustment to the targeted amount of crowded out liquidity. The
central bank might cut it back (again) to the HUF 200-400bn range, which will provide an
opportunity to phase out some FX swaps and push 3-m Bubor a touch higher, back to the 20-25bp
range.

As we expect the NBH to review the 2020 GDP forecast for an upward revision, the risk assessment
is subject to change. So far, the NBH has signalled asymmetric risk to inflation as downside risks
strengthened. With a stronger-than-anticipated domestic GDP growth, the central bank might
point out that the balance of risks has now shifted back to symmetric.

Poland: Focus on labour market data
We expect both employment and wages to stabilise in the enterprise sector in November. The next
impulse for the labour market is expected in January due to an increase in the minimum wage by
15.6% year-on-year. This decision should result in an increase in average wage by 1.5 percentage
points. The impact on employment is ambiguous – change of dynamics in January will be rather
related to a rebalancing of the surveyed firms.

The changes in dynamics in industrial production and retail sales should be moderate after
seasonal and working day adjustment. So far, there is no evidence of a further slowdown in the
case of both aggregates.

EMEA and Latam Economic Calendar
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