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Key events in developed markets next
week
Data flow from the US is unlikely to change the Fed's lax attitude
towards inflation which has shaken markets recently. Across the pond,
Eurozone economic sentiment should continue to support current
optimism

Source: Shutterstock

US: Data flow to support the Fed’s relaxed approach to
inflation

Since the last Federal Reserve policy decision meeting, the data flow has pointed to ongoing strong
economic activity, rising inflation pressures, and somewhat disappointing employment numbers.
In general, Fed officials remain relaxed about the situation as they believe the recovery still has a
long way to go and that by adopting an average inflation target, they have room to allow the
economy to run hotter for longer than in previous cycles, ensuring as many people in society feel
the benefits of economic growth. Nonetheless, should inflation become more of an issue, they
“have the tools” to deal with the problem.

The upcoming data flow is unlikely to nudge the Fed away from this position. Durable goods orders
may disappoint a touch given a big drag from the transportation sector thanks to weaker Boeing
aircraft orders, coupled with supply chain strains in the auto sector that are cutting output there.
Ex-transport should be better, but the global shortage of semi-conductor chips could remain a
hindrance. Home sales should also be somewhat subdued, but this is due primarily to a lack of
supply and high prices rather than any significant drop off in demand.
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The first-quarter GDP growth numbers could potentially be revised higher on the back of stronger
consumer spending after upward revisions for March. 2Q will start on a strong footing, as
underscored by next Friday’s personal income and spending report. Admittedly headline incomes
will plunge following the $1400 stimulus payment surge in March, but incomes from private sector
sources should post another decent gain, which will reinforce the message of a strengthening
economy.

Eurozone: Economic sentiment data to reinforce optimism
We're looking forward to Economic Sentiment data to be released next Friday, which is likely going
to confirm continued optimism among businesses and consumers as reopenings get underway
and vaccination programs pick up speed. The strong surge in April reveals a somewhat limited
upside considering historical highs, but real-time data already shows quite a surge in activity over
recent months. That warrants improving sentiment, which will likely result in quite a positive GDP
figure for the second quarter as the rebound gets going.

Developed Markets Economic Calendar
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Asia week ahead: Central bankers get
busy
South Korea, Indonesia and New Zealand's central bank hold policy
meetings next week,alongside data shedding light on Asia’s growth-
inflation dynamic

Source: Shutterstock

Three central bank meetings
Central banks of South Korea, Indonesia and New Zealand meet next week. We share the market
consensus of all three leaving their current policy settings unchanged.

Although inflation has started to accelerate, the threat from Covid-19 is far from over. Central bank
policies around the region remain focused on supporting growth rather than curbing inflation given
that the latter is pretty much a transitory phenomenon, which likely warrants policy status quo
throughout the year.
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Yes, the increasing noise about the timing of tapering from the Federal Reserve may get Asian
central bankers thinking about eventual dialling down of policy support, though that’s not
something we foresee happening in Asia at least until 2022.

And lots of activity data for April
In the barrage of economic data for April, industrial production and trade releases standouts as
they shed light on GDP growth coming into 2Q20. The recovery from last year’s record slump is
taking place. However, it’s nothing more than the base effects flattering the year-on-year activity
growth while the pandemic continues to weigh down underlying recovery in demand.

There are also a couple of price indicators on the way to reinforce the accelerating inflation trend.
However, as noted earlier, this is just a passing phase, driven by the base effects rather than any
demand-pull pressure on inflation. The forward-looking data on consumer and business
confidences will inform where these growth and inflation trends are headed.  

Asia Economic Calendar

Source: ING, Refinitiv, *GMT
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Key events in EMEA next week
In addition to Croatian GDP, expect Hungary's central bank meeting
next week to be an uneventful occasion while the Russian central bank
will maintain its hawkish stance

Source: Shutterstock

Hungary: Waiting for June
After the Hungarian central bank's announcement that a rate hike cycle is about to start in June,
we don't expect any change at the rate-setting meeting in May.

Given that the forint now hovers around 350, we don’t see any reason to front-run the announced
starting point of the hawkish cycle. Other than the meeting, labour market data could bring some
action. We see the three-month moving average of the unemployment rate moving down, while
public sector wage growth is likely to remain elevated.

Russia: Economic data to show strength and reinforce the
hawkish stance

Russian activity numbers for April are likely to be strong, mostly on the back of low base effects, as
April - May 2020 were the only two months of strict lockdowns in Russia.

We also expect retail trade, which may show at least 24% YoY growth, to have benefitted from lack
of foreign tourism, as well as higher leverage and a splurge of savings, likely to be confirmed by the
banking statistics also to be released next week. We expect industrial output to at least rise by 5%
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YoY on the back off base effects, higher oil exports which have already translated into strong
current account numbers in April, and support from positive spending growth.

The central bank is likely to see the activity data as confirmation of its upbeat economic growth
expectations for this year, reinforcing the hawkish monetary stance for the upcoming meeting.

EMEA Economic Calendar

Source: ING, Refinitiv
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