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Macro momentum keeps Fed on track
In the US the main data release to watch will be the 1Q GDP report. It is likely to be softer than the
2.9% rate recorded in 4Q17, mainly due to a weaker consumer spending contribution. We have
seen retail sales being hit by weather and tax refund delays, but the retail sales figures for March
and the strong consumer confidence readings suggest there is decent momentum as we start
2Q18. Government spending is also likely to correct lower and investment may also be a little
softer. However, we expect the net trade contribution to be more positive in 1Q and inventories
should also provide a boost.

We are a little above market, forecasting overall growth of 2.5% versus the consensus forecast of
2.1%. Interestingly various regional Federal Reserve Bank “Nowcast” models suggest anything
between 2% and 3.4% growth. Either way, the US continues to grow nicely, create jobs in
significant numbers and is seeing inflation moving towards target. As such we continue to forecast
three additional Fed rate hikes this year.
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Expect a heated ECB meeting but without any clear conclusions
The ECB will meet in Frankfurt next week and discussions behind closed doors on how to bring QE
to an end should be heated, though without any clear conclusions. The big showdown will be the
June meeting. Still, we will watch out for any signs between the lines by Draghi. 

Additionally important for the ECB will be whether activity and sentiment continue to slide in the
second quarter as survey data for 1Q was quite disappointing. The PMI on Monday will provide
an insight into that.

Expect UK GDP to cool as freezing temperatures bite
The UK economy hasn’t had the best start to the year, and that’s likely to result in a slower first
quarter GDP growth figure next week. Several waves of snowy weather undoubtedly played a part,
resulting in disruption to both industry and retailers. But that doesn’t tell the full story. Consumer
demand has remained stubbornly low, with some data pointing to the worst quarter in over five
years for spending. This looks set to persist for a little while longer, which is one reason why the
Bank of England may struggle to hike rates more than once this year.

Will a NAFTA deal be reached in the next couple of weeks?
Pressures for a new NAFTA deal are mounting with upcoming elections, the expiration of the US
Trade Promotion Authority, the ending of the reprieve given to Canada on US-tariffs and the
possibility of a US-China trade war drawing near.

However, although recent noises about NAFTA have been positive, with talks of a deal being signed
by early May, there are still controversial issues that need tackling including government
procurement, dispute panels, agricultural laws and the 'sunset clause'. We are therefore expecting
a busy couple of weeks talks-wise with these being the hot topics to be discussed.

The Ifo index to echo recent weak German data
In Germany, the Ifo index should echo recent weak data. However, watch out. Due to technical
changes of the index, at face value the drop could look worse than it actually is.

Developed Markets Economic Calendar
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week
Growing concerns about the Turkish economy are likely to force a rate
hike but inflation and economic activity in Hungary will help keep rates
on hold.…
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Turkey: Growing concerns to force a rate hike
There are growing concerns about the change in the direction of headline inflation. In our view,
ongoing deterioration in inflation expectations and weakening real sector balance sheets with the
Lira's depreciation given the high levels of FX debt in the private sector is likely to force the central
bank to deliver a defensive hike in April. 

We expect a 50bp hike with the framework simplification also on the agenda.

Hungary: No change to the monetary policy mix but watch
EUR/HUF

In Hungary, the main event for next week is the monetary policy meeting. However, as in the case
of the European central bank, Hungarian MPC members would prefer to skip this if they could.
Inflation and economic activity data are in line with the National Bank of Hungary's
(NBH) forecasts, giving no reason to change the monetary policy mix.
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The only thing to watch is EUR/HUF around 310, but as the strengthening has been slow and
gradual, we don't expect the central bank to react just yet. 

EMEA and Latam Economic Calendar

Source: ING, Bloomberg
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Asia week ahead: Trade threat? Not yet
The evidence of any impact of a trade war on Asia’s GDP growth has
been scant so far, while firmer exports support expectations of even
stronger…

No evidence of trade hit to Asia's growth so far
We think the global trade war has displaced geopolitics as the main risk to Asia’s GDP growth
coming into 2018. Evidence of any impact of a trade war on growth at least in the first quarter of
the year has been scant, though the war was only triggered in early March when President Trump
announced hefty tariffs on steel and aluminium.

China and Singapore’s GDP growth came in on the stronger side in the first quarter. We expect GDP
releases from Korea and Taiwan next week to reinforce the message, with firmer exports growth
leading us to forecast firmer GDP growth for both economies.

3.2% ING forecast of Korea's 1Q GDP growth
Up from 2.8% in 4Q17
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Re-acceleration of Korea GDP growth
Korea’s export growth accelerated to 10.3% year-on-year in 1Q18 from 8.6% in the previous
quarter. Add to this positive consumer and investor sentiment from reduced North Korea tensions,
and we could have GDP growth re-accelerating above the Bank of Korea’s 3.0% forecast for the first
half of this year. Our forecast is 3.2% growth in 1Q18.

However, in its latest quarterly Economic Outlook report the BoK scaled back its growth forecast for
the first half from 3.2% to 3.0%, citing a still weak labour market, which has weighed on private
consumption as well as the moderate growth of investment in the IT sector. We will wait for more
evidence to this effect to reconsider our forecast of a 3Q18 BoK rate hike, while we also see upside
risk to our forecast of USD/KRW ending the year at 1,000 (spot 1,059). These risks could be more
pronounced in the event of a full-fledged trade war, not our baseline though.

Taiwan is at greater risk from a trade war
In Taiwan, 10.6% YoY export growth in 1Q18 was little changed from the previous quarter,
supporting our forecast of steady GDP growth in 1Q18 at the 3.3% pace of 4Q17, which was the
fastest pace in almost three years.

Taiwan’s GDP growth averaged 2.2% in the six years through 2016. Last year’s growth spurt was
the function of strong global demand rather than strong domestic demand. This lopsided state of
the economy exposes it to potential trade weakness from restrictive policies elsewhere in the
world. And there is nothing that domestic policy could do about it. We expect the Taiwan central
bank (the Central Bank of China) to keep monetary policy on hold for an extended duration.

4.3% Singapore 1Q GDP growth
Advance estimate, at risk of downward revision

Exports and manufacturing de-coupling in Singapore
Singapore’s industrial production for March will indicate the direction of revision to 4.3% 1Q18 GDP
growth as part of the advance estimate. In the face of disappointing exports in March the risk is
tilted toward a downward GDP revision. The real non-oil domestic export growth slowed sharply to
4% YoY in 1Q18 from 14% in 4Q17. In contrast, real manufacturing GDP growth more than doubled
to 10%, boosting total GDP growth to 4.3% from 3.6% over the same quarters.

A steady expansion path for the economy this year and upward pressure on core inflation resulting
from an improving labour market were the driving forces behind the recent central bank (Monetary
Authority of Singapore) policy change to a “modest and gradual” appreciation of the Singapore
dollar nominal trade-weighted index. However, the decoupling of exports and manufacturing raises
questions about where all that increased output is going, and whether the MAS was a bit too early
to begin tightening. 



THINK economic and financial analysis

Bundle | 20 April 2018 11

Asia Economic Calendar

Source: ING, Bloomberg
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