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Key events in developed markets
The outcome of the Jackson Hole symposium and political
developments in the UK and Italy will help to steer trading in the week
ahead. On the data front, investors will be eyeing the final eurozone
inflation number before the September ECB meeting

Source: Shutterstock

Focus on Parliament as battle to avert ‘no deal’ commences
UK MPs will return from summer recess on 3 September, and the big question now is whether they
can rally around a plan to prevent a ‘no deal’ Brexit. There are two main ways this could be done.
Firstly, opposition leader Jeremy Corbyn could table a motion of no-confidence in the government,
and then MPs could install a caretaker prime minister to apply for another Article 50 extension
(before going to elections). But so far, non-Labour MPs appear reluctant to go down this route, so in
the first instance lawmakers will try to pursue legislative options instead. But as we discussed in
more detail recently, this could prove complex and time-consuming – and will require goodwill
from Speaker John Bercow.

In short, next week will give us some clues on how MPs plan to use the first couple of weeks back
after summer as the battle to avert a ‘no deal’ Brexit on 31 October begins.

Tuesday deadline for Italian government
Next week will see more news on the Italian government crisis as President Sergio Mattarella has
set Tuesday as the deadline for a new government proposal. Whether the Democratic Party and
the Five Star Movement are able to come to an agreement on a feasible government by then
remains to be seen, in particular considering that their majority in parliament is not assured.

https://think.ing.com/%7Bpage_6871%7D
https://think.ing.com/%7Bpage_6871%7D
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Meanwhile, the League’s leader Matteo Salvini has also shown some openness to a reconciliation
with Five Star, although this seems a slightly less likely solution at the moment. All in all, the option
of a snap election in late October or early November remains on the table.

ECB: Ammunition for the doves before the big meeting
In terms of eurozone data, inflation will be closely watched as this will be the final reading before
the European Central Bank holds its September meeting, at which a significant stimulus package is
now widely expected. Inflation has been on the decline recently and with core inflation stuck
around 1%, the July release will likely bring more ammunition for the doves.

Developed Markets Economic Calendar

Source: ING, Bloomberg

Click here to download a printer-friendly version of this table

https://think.ing.com/uploads/reports/2208DMCal.pdf
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Asia week ahead: Will India’s 2Q GDP
validate rapid rate cuts?
July industrial production releases crowd next week’s Asian economic
calendar, though India’s 2Q GDP and Korea’s central bank policy will
steal the focus

Source: Shutterstock

India’s GDP growth has bottomed
Pronounced economic weakness was the likely reason behind the Reserve Bank of India’s (RBI)
policy rate cut earlier this month, which was the fourth this year and unusually large at 35 basis
points. India’s forthcoming GDP figure for the April-June quarter (1Q FY2019-20) should attest to
worries about a significant weakening in the economy. GDP growth slipped to a five-year low of
5.8% in the Jan-Mar quarter. Since then, however, the high-frequency activity data has been a
mixed bag.
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While the accelerated weakness of exports and vehicle sales signal slower GDP growth, nearly
stable imports and faster industrial production growth suggest the opposite. Despite a recent
slump, exports are still doing well, with a rise of about 2% year-on-year in the first seven months of
2019, in contrast with sharp declines elsewhere in Asia. Providing a further positive spin to the
growth story is an election-related surge in government spending as well as a total 75 basis points
of rate cuts through June – by far the heaviest easing among Asian central banks this year, and
supporting domestic demand.

All this leads us to the view that GDP growth improved in the reporting period, albeit slightly, to our
6.0% estimate. If it goes the other way, the key question would be what all that aggressive
stimulus was for?

Bank of Korea waiting for Fed to go first
South Korea’s central bank (BoK) holds a monetary policy meeting. To be unveiled on Friday 30
August, the policy decision will most likely be no change to the 1.50% policy rate after a 25bp cut
at the previous meeting on 18 July. This means all attention will be on Governor Lee Ju-yeol's post-
meeting press conference for hints about the timing of the next cut. 

The Korean won depreciation this month, following the Chinese yuan, will likely keep the BoK from
risking more currency weakness with another rate cut right now. We also believe the BoK would
prefer to wait for the US Federal Reserve's next rate cut in September. However, unlike the Fed,
which is in insurance easing mode, the BoK's easing is genuinely needed, as will be underscored by
some key economic data next week on consumer and business confidence and industrial
production. Indeed, we don’t think the BoK is done with easing just yet. There will be at least one
more 25bp cut before the yearend.

And lots of manufacturing releases
July industrial production releases from Japan, Korea (already mentioned), Singapore, and
Thailand will be early indications of third-quarter GDP growth in these countries. There is little room
for optimism here with an escalation of the US trade tensions with China and the rest of the world,
and now that of Japan with Korea, working to depress exports and manufacturing alike.

Meanwhile, a sharp slowdown in China’s industrial production growth in July bodes ill for
profit growth in that month.
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Asia Economic Calendar

Source: ING, Bloomberg, *GMT
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Key events in EMEA and Latam next week
The calendar is relatively packed next week. In Hungary, expect rates
to remain on hold amid worries about global growth

Source: Shutterstock

Hungary: Balancing global growth worries vs above-target
inflation

Economic sentiment in Hungary this month likely continued its decline after peaking in July 2018.
This is mainly because of the global uncertainties and a growing conviction that economic activity
is decelerating.

As a result, the National Bank of Hungary is probably not going to change rates this time, despite
the above-target inflation. The central bank will instead focus on the expected cooling effects of
the global economic slowdown, the global trend of lowering rates, the new retail bond and the
stricter-than-expected fiscal policy. At the same time, wage growth is still expected to be in
double-digit territory.

Poland: Stable growth and activity
The final 2Q GDP reading from Poland should confirm 4.4% year-on-year growth with stronger
private consumption (4.6%) and weaker investment growth (8%), compared with the previous
quarter. Activity data from July suggests the economy should also achieve relatively stable results
in 3Q.
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Flash CPI should show a lower reading due to the drop in fuel prices. A reliable calculation of the
index's value in August will be available with the publication of GUS's statistical bulletin (Monday),
after the release of the calendar.

EMEA and Latam Economic Calendar

Source: ING, Bloomberg
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