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Key events in EMEA next week
Despite the Central Bank of Turkey implying in its forward guidance
that further rate cuts are ahead, we believe it will keep the policy rate
unchanged…

Source: Shutterstock

Turkey: Expecting the CBT to keep rates unchanged this
month

While the Central Bank of Turkey (CBT) cut the policy rate last month in a surprise move, it
did issue forward guidance implying further rate cuts were ahead, citing some loss in economic
momentum. The CBT moves will likely be determined by FX developments, as the tourism season
comes to end, as well as the growth outlook. We expect the CBT to keep the policy rate unchanged
this month to see the impact of recent moves, though the risks are on the downside.

Poland: Key data for the week ahead
Industrial output: Annual growth of industrial production moderated to a single-digit pace in July
(7.6%), but is projected to improve somewhat in August (9.8%) amid the less negative impact of
the number of working days in year-on-year terms. The output should be supported by shorter
summer production halts in the automotive industry and house appliances plants. Electricity
production was also rather solid. Output was reduced in some energy-intensive industries due to
the soaring price of natural gas.
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PPI inflation: We forecast that PPI inflation declined to 24.5%YoY in August from 24.9%YoY in July
as prices in the manufacture of coke and refined petroleum products eased. Annual growth of
metal products manufacture also declined. Unless we see yet another upswing in energy and
industrial commodities, the producers’ prices should continue to decline. We believe that the peak
is most likely behind us.

Enterprise wages: In July, enterprise wages jumped up by 15.8%YoY boosted by one-off payments
and compensations for high inflation in the mining, energy and foresting sectors. In August, growth
is expected to be lower, albeit still at a double-digit level. Nevertheless, real wages in the enterprise
sector are projected to turn negative again. The labour market remains tight, which is what drives
wages upwards.

Enterprise employment: Average paid employment went up by 2.3%YoY in July, with the number
of posts increasing by 11,000 people versus the previous month. In August we expect a seasonal
decline, but smaller than last year, which should drive annual employment growth up to 2.4%YoY.
Despite signs of slowing activity, particularly in industry and construction, demand for labour
remains solid, especially in services.

Unemployment rate: The labour market is drained from skilled workers and even the inflow of
refugees from Ukraine that have assimilated quite well and are active in the labour market is not
putting upward pressure on the unemployment rate so far. Since January the number of
unemployed people is on a downward path and the registered unemployment rate is projected to
remain at 4.9% for the second month in a row in April.

Hungary: Further widening of the current account deficit
The National Bank of Hungary will release the second quarter current account balance and it is
expected to be in the same ballpark that we saw during the first quarter. A roughly €2tr deficit is
the result of the rising energy bill of the country, deteriorating the balance of goods in an extreme
manner. An early estimation of the July balance suggests further widening of the current account
deficit. When it comes to the labour market, we see wage growth accelerating further, as the price-
wage spiral has started.

More and more companies have announced extra compensation for employees (either one-off or
mid-year salary hikes) in the last couple of months, which will be visible in the wage statistics as
well. On the other hand, the news has also been about companies planning redundancies in the
future (various surveys put the share of these corporates between 25-50%), thus we won’t be
surprised if the unemployment rate reflects that development, moving a bit higher compared to
the previous month.
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Key events in EMEA next week
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Key events in developed markets next
week
Next week is packed with central bank meetings. The Fed is likely to
match the European Central Bank in hiking rates by 75bp, while the
Bank of England…

Source: Shutterstock

US: 75bp is our favoured call, however there's a chance for
the Fed to go even further

All eyes will be on the Federal Reserve meeting next Wednesday. The market was favouring a 75bp
hike ahead of the August CPI report, but the much higher-than-expected inflation print has seen
the market price in a 20% chance that the Fed will go over and above that by opting for 100bp. A
75bp hike is still our favoured call, but we acknowledge the risk that with inflation proving to be
stickier than we had suspected, the subsequent meetings in November and December could see
more aggressive action from the Fed than we are currently pencilling in. While the geopolitical
backdrop, the China slowdown story, the potential for energy rationing in Europe, the strong dollar
and fragile-looking domestic equity and housing markets argue for a more moderate path of
tightening in the coming months, if inflation momentum doesn’t slow the bank will hike by a
further 75bp in November and possibly 50bp in December. The message from the Fed next week is
likely to emphasise data dependency, but its updated economic forecasts are likely to show the
end-2022 Fed funds rate at 4.125% rather than 3.4% (July forecast) and we suspect it will be kept
at that for 2023, before dropping back to a long-term average rate of 2.5%.
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UK: Bank of England to stick to 50bp rate hike despite Fed
and ECB doing more

We narrowly favour a 50bp hike on Thursday, taking the Bank Rate to 2.25%, although 75bp is
clearly on the table and we would expect at least a couple of policymakers to vote for it. The
announcement of an energy price cap from the government will drastically lower near-term CPI,
reducing concerns about consumer inflation expectations becoming de-anchored and reducing the
urgency to act even more aggressively. However, the hawks will be worried about the recent
independent sterling weakness, and will also argue that the government’s support package could
increase medium-term inflation given it reduces the risk of recession.

That means it’s a close meeting to call, but if we’re right and the committee does move more
cautiously than the Fed and ECB next week, then we expect another 50bp move in November and
at least another 25bp in December. That would take Bank Rate to the 3% area. Read our full Bank
of England Preview here.

Sweden: Riksbank to match ECB’s 75bp hike – and there’s a
risk of more

With only two meetings left this year, and facing higher-than-expected inflation and a tight jobs
market, we expect the Riksbank to hike rates by at least 75bp on Tuesday. We expect a repeat
move in November.

Norway: Norges Bank to repeat August’s 50bp rate hike
Norway’s central bank stepped up the pace of rate hikes in August, and core inflation has
continued to push higher than Norges Bank’s most recent forecasts in June. The message from the
August meeting was that the central bank is keen to continue front-loading tightening, and we
expect another 50bp hike next week. That would take the deposit rate to 2.25%, and we’d expect
another 50bp move in November.

Switzerland: SNB will follow the lead of other central banks
and hike rates by 75bp

The Swiss National Bank (SNB) meets next week and is ready to raise its key interest rate for a
second time, after the 50bp increase in June. Inflation in Switzerland stood at 3.5% in August, still
above the SNB's target of 0-2%, although well below the inflation rate in neighbouring countries.
The fact that the Swiss franc is relatively strong against the euro is no longer a problem for the
SNB, as it reduces imported inflation. The SNB focuses much more on the real exchange rate, which
takes into account the inflation differential and has remained very stable in recent months. With
no fears of too much appreciation and with inflation above target, there is little reason for the SNB
not to follow the lead of other central banks, especially as it only meets once every quarter, so the
next meeting will be in December, while the ECB and the Fed will meet in between. We expect a
75bp rate hike next week.

Eurozone: PMIs expected to remain below 50
In the eurozone, we get the first look at economic activity in September with PMIs due on Friday.
After two months below 50, we expect another one to follow as manufacturing production cuts

https://think.ing.com/articles/bank-of-england-to-stick-to-50bp-rate-hike-despite-fed-ecb-doing-more/
https://think.ing.com/articles/bank-of-england-to-stick-to-50bp-rate-hike-despite-fed-ecb-doing-more/
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due to high energy prices and the end of the tourist season are set to impact business activity.
Consumer confidence will also be released next week, where we expect confidence to remain near
historical lows for the moment as the cost-of-living crisis continues.

Key events in developed markets next week

Source: Refinitiv, ING
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Asia week ahead: Busy week for central
banks
In the coming week, several central banks will meet to discuss policy
with inflation in the spotlight

Source: Shutterstock

The week ahead: Central bank super Thursday
It’s a busy week for central banks next week. The Bank of Japan (BoJ) will meet to possibly discuss
currency intervention measures, while the Reserve Bank of Australia (RBA) releases minutes from
its meeting in September. Meanwhile, the central banks of the Philippines and Indonesia will meet
on Thursday to discuss rate hikes in order to slow above-target inflation.  

The BoJ meeting
The BoJ will meet on 22 September and this meeting will likely be the highlight of the week.  Given
recent warnings about FX movements, markets will be looking for clues as to how the BoJ will
respond to volatile currency movements and how it will justify its ultra-low policy to support the
country’s economy. 



THINK economic and financial analysis

Bundle | 16 September 2022 10

RBA meeting minutes
The RBA will release its minutes from the September meeting. The meeting should have provided
more clarity on the pace of tightening from here on, given the recent speech from Governor Philip
Lowe that seemed to suggest some slowdown was imminent.

Philippines and Indonesia policy meetings
Bangko Sentral ng Pilipinas (BSP) meets on Thursday to determine policy. We expect BSP to hike by
50bp in a bid to slow inflation which has moved past the target. The central bank will likely retain
its hawkish tone and signal additional rate hikes for the rest of the year with inflation still expected
to breach the BSP’s inflation target for the year.

Bank Indonesia (BI) surprised markets with a rate hike at its August meeting and we can’t rule out
another surprise next week. We expect BI to hike 50bp when it meets on Thursday. Headline
inflation has just recently moved past the central bank’s target and we can expect this trend to
continue after its fuel price hike. BI Governor Perry Warjiyo, however, did rule out “jumbo-sized”
rate hikes, possibly referring to the 75bp rate hikes carried out by the Fed. 

Inflation out from Japan and Singapore
August inflation is set for release on Friday and we expect inflation to heat up to 7.2% year-on-
year driven by both demand and supply-side factors. More importantly, core inflation, the measure
of price gains more closely monitored by the Monetary Authority of Singapore (MAS), could move
past 5% YoY and prod further tightening by the central bank in October. 

Meanwhile, we expect the August CPI inflation in Japan to rise further to near 3% YoY given the low
base last year. The monthly gain should slow as import prices and producer prices fell recently
mainly due to the decline in global energy prices.

Asia Economic Calendar

Source: Refinitiv, ING
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