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Key events in developed markets next
week
We have a jam-packed calendar next week with central bank
meetings in the US, Japan and Sweden as well as inflation,
unemployment and GDP numbers from…

Source: Shutterstock

US: No change from the Fed but GDP figures to reflect
vaccine optimism

It is a jam-packed calendar with the Federal Reserve monetary policy decision and the 1Q GDP
report the highlights.

The Fed is set to leave monetary policy unchanged – rates remaining in the 0-0.25% range and QE
monthly asset purchases at $120bn – with policymakers set to re-affirm there will be no shift in
stance until “substantial further progress” on the recovery. Recent comments suggest that officials
continue to think this is some way off, with the March forecast update suggesting that most
members still think 2024 will be the start-point for lift-off in interest rates.

However, the 1Q GDP report is likely to show another fantastic growth figure, led by stimulus fueled
consumer spending.

We are expecting annualised growth of 7.4%, and with the vaccination program meaning more
than 135 million Americans have had at least one dose and the economy opening up more and
more each day, we expect to see more than a million jobs created in April with GDP growth likely to
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be in double figures for the second quarter. With inflation likely to hit close to 4% and prove to be
somewhat stickier than the Fed is publicly acknowledging – largely due to house price
developments and ongoing supply capacity issues – we continue to think that the Fed could start
tapering asset purchases before the end of the year.

We look for the first-rate hike to come in 1H 2023, but the odds are increasingly moving in the
direction of a possible December 2022 rate hike.

Eurozone: A technical recession alongside energy price
fuelled inflation

The eurozone is set for another technical recession, with numbers on Q1 coming out on Friday that
will likely show another decline.

Extended lockdowns have pushed the economy in the red, even though underlying activity in
sectors less hindered by restrictions seem to be performing well at the moment. Also interesting
will be Friday’s inflation data set to soar further on the back of increasing energy prices. But we're
not concerned, as all factors seem to be temporary, confirming the ECBs view laid out yesterday.

Also important is how unemployment performs; further falls will indicate a quick rebound on
reopening.

Developed Markets Economic Calendar
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Asia week ahead: Where is growth
headed in the second quarter?
Asian economies continue to build on their export strength as Taiwan
and Korea's 1Q21 GDP reports should reveal next week. However,
forward-looking…

Source: Shutterstock

Export-led recovery is strengthening
Korea and Taiwan are the next Asian countries to release GDP numbers for 1Q21, and we expect
both countries to have built on their export strength in the last quarter.

Taiwan was a notable exception to an unprecedented economic slump during the Covid-19 crisis
as year-on-year GDP growth remained positive throughout 2020. While this had the island
economy off to a strong start in 2021, disproportionate benefits of global semiconductor shortages
kept exports and GDP growth accelerating. Our house forecast for Taiwan's 1Q GDP growth is 5.5%
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year-on-year, up from 5.1% in 4Q20.

Our house forecast for Taiwan's 1Q GDP growth is 5.5% year-on-
year, up from 5.1% in 4Q20

Korea is the next Asian economy to have snapped the negative year-on-year GDP growth trend in
the first quarter. We're looking for 1% YoY GDP growth after the contraction in the preceding three
quarters (-1.2% YoY in 4Q20). Strong exports buoyed manufacturing, while multiple Covid-19
waves continued to hold back the recovery of services output. But even then, we think our growth
forecast is at risk of more upside than downside surprise.

Our Korean growth forecast is at risk of more upside than
downside surprise

Elsewhere in Asia, lots of industrial production numbers for March will help us fine-tune 1Q GDP
estimates of the countries reporting next week -- Japan, Singapore, and Thailand. Released earlier
this month, an advance estimate of Singapore's 1Q GDP eked out a 0.2% YoY growth. So, March
industrial production data will signal the direction of revision to the initial estimate, which will most
likely be upward given the persistent strong non-oil domestic exports in March.

We don’t think manufacturing in Japan or Thailand was strong enough to pull GDP growths up into
positive territory in 1Q. Moreover, the prospects of this happening in the current quarter are
diminishing, too, with the fourth wave of the pandemic.

But prospects continue to be uncertain
GDP releases may well be carrying some market impact, though that’s not going to change the
fact that 1Q21 is pretty much a thing of the past. So, markets will be more interested in
ascertaining the direction of GDP growth in the second quarter, or even beyond, while multiple
waves of the pandemic continue to dampen the outlook.

The forward-looking consumer and business sentiment indicators come in handy for this purpose,
so do purchasing manager indices (PMIs) or even corporate profits for what they say about future
investments - and there are plenty of those on the calendar next week.

The key standouts are China’s industrial profits data for March as well as the manufacturing and
non-manufacturing PMIs for April -- all likely reflecting the steady advance of Asia’s biggest
economy. And in Korea, consumer and business confidence indicators may show further
improvements over their March readings, paving the way for even more growth this quarter
despite the increasing number of Covid-19 cases yet again. 

The Bank of Japan policymakers meet on Tuesday (27 April). Having tweaked the policy at the
March meeting for a broader trading range for benchmark bond yields and scrapping the target for
ETF purchases, there is little likelihood of the central bank tempering it again in just over a month.
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In Australia, inflation remains far behind the reserve Bank of Australia's 2-3% policy target as we
get 1Q CPI data next week (ING forecast 1.0% YoY). It should hit the target in the current quarter,
though that's due in part to the low base effects rather than underlying demand recovery. 

Asia Economic Calendar

Source: ING, Refinitiv, *GMT
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Key events in EMEA next week
A central bank decision from Hungary and GDP figures from the Czech
Republic will be key to watch as the pandemic continues to take its toll

Source: Shutterstock

Hungary: Rates to stay on hold
We see the National Bank of Hungary maintaining its hawkish commitment, while keeping rates
unchanged. Incoming data still does not show any positive impact from reopening, which will be
crucial to watch in the coming months. The central bank will do its due diligence, conducting a
technical review of the QE programme, as the Bank holds close to HUF 2tn in assets. We expect the
QE programme to continue as is, with the next technical review happening at HUF 3tn. Other than
that, incoming labour market data will show some weakening in wage growth and a more-or-less
stable unemployment rate. Producer price growth is expected to escalate further.

Czech Republic: Economy to decline again with pandemic
lingering

Given the unfavourable pandemic situation in 1Q21, the Czech economy is likely to decline again
quarter-on-quarter (-0.8%), driven both by a decline in household consumption and investment.
But the flash GDP figure will provide only limited detail next week. As 1Q20 was already impacted
by the Covid crisis, the annual fall will slow (from -4.8% to around -2.6% according to our
estimates) amid a lower base.
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EMEA Economic Calendar

Source: ING, Refinitiv
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