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Key events in developed markets next
week
US housing numbers will be the main focus next week. The Federal
Reserve's aggressive hiking cycle has already sent the market into
recession and more pain lies ahead. In the eurozone, we expect higher
inflation at 9.6% while unemployment should remain unchanged

Source: Shutterstock

US: Housing numbers in focus after Fed's 75bp hike
After the Federal Reserve's 75bp rate hike this week and Jerome Powell's commentary that the
Fed is prepared to sacrifice growth and jobs to ensure inflation comes back to target, we will be
hearing from many more officials over the coming week. Given the strong clustering of near-
term forecasts for rates and the economy, the hawkish comments hinting at another 75bp
hike in November are likely to come thick and fast.

The data calendar is fairly light with housing numbers the main focus. With mortgage rates
now firmly above 6%, more pain is coming in the housing market where a recession is already
underway.
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Eurozone: Higher inflation and unemployment rate expect to
remain at 6.6%

Inflation figures will be the main focus in the eurozone. Expect higher prices partly due to
Germany's decision to end cheap public transport tickets as of 31 August. The key will be to
see how much other categories have continued to rise. Separately, unemployment data is out
on Friday. We expect the labour market to have remained very tight with the unemployment
rate stable at a historic low of 6.6% despite business hiring expectations sliding in recent
months.

Key events in developed markets next week

https://www.ft.com/content/7a9973cd-ea91-42a9-a79f-4a8c5bf93500
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Key events in EMEA next week
As the latest inflation numbers were well below the Czech National
Bank's forecasts, we believe the CNB repo rate will remain unchanged at
7%. For Hungary, although another 100bp increase is on the table, we
favour a 75bp hike right now due to the combination of a lower CPI peak
and worse GDP outlook

Source: Shutterstock

Czech Republic: Rates should remain unchanged again
Next Thursday, the second monetary policy meeting will be held under the leadership of the
new CNB board. Nothing has changed in our forecast since the last meeting and we expect
rates to remain unchanged this time, too. This is indicated by both the statements of the
board members and the latest inflation numbers, which were well below the CNB's forecasts in
July and August. The same result can be expected from the September number (our
preliminary forecast is for 17.6% year-on-year). On the other hand, the GDP and wage
numbers were higher than the CNB's forecast, but we still believe that lower-than-expected
inflation provides an ample buffer for the current board. Thus, we do not see a significant risk
of a change in the current CNB view for the coming months, which means that this hiking cycle
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is done. Read our full CNB preview here. 

Hungary: A 75bp hike is expected on Tuesday
The main event of next week in Hungary is the rate-setting meeting of the National Bank of
Hungary. We narrowly favour a 75bp hike on Tuesday, taking the Bank Rate to 12.50%,
although another 100bp is clearly on the table. The government's decision to prolong price cap
measures for basic food and fuel will lower the near-term CPI peak, somewhat limiting
concerns about consumer inflation expectations becoming extreme. Moreover, the
introduction of liquidity draining measures and the expected improvement in the monetary
transmission mechanism reduce the urgency to continue tightening in 100bp increments. The
latest official communication, which pointed out that the CPI peak might be near - a milestone
in this tightening cycle - could also be a sign of a possible slowdown in the pace of hiking. We
also see the central bank revising its GDP outlook significantly downward in 2022 and 2023,
providing another talking point for reducing the size of rate increases. However, decision-
makers might be worried about the vulnerability of the forint, and will also argue that the
government’s latest support package (prolonged mortgage rate freeze, energy bill and
investment support to energy-intensive SMEs, investment support to large energy-intensive
factories and a job protection action plan) could increase medium-term inflation given it
reduces the risk of recession. If these latter arguments are taken into account with greater
weight, we see a chance for a 100bp hike next week. That means it’s a close meeting to call.
Read our full NBH Preview here.

Key events in developing markets next week

https://think.ing.com/articles/czech-national-bank-to-confirm-end-of-hiking-cycle/
https://think.ing.com/articles/national-bank-of-hungary-preview-a-nice-occasion-to-slow-down/
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Asia week ahead: Regional PMI reports
and industrial output data
Regional PMI reports and industrial output data are the highlights of the
coming week

Regional PMI readings: weak manufacturing PMI is expected
China’s PMI is expected to follow the declining trajectory of the previous months. The
worrying amount of Covid cases in China led to the tightening of measures in multiple cities
including in the tech hub of Shenzhen, as well as a weeks-long lockdown in Chengdu. This
could contribute to falls in orders, employment and business confidence, leading to the Caixin
Manufacturing PMI and NBS non-manufacturing PMI falling for the fourth straight month. The
impact of the economy might be cushioned for large-scale and state-owned firms surveyed in
the NBS manufacturing PMI as orders and input costs for these companies are stable and
business sentiment is less affected, contrary to that of private companies. 
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In Japan, we believe that the reopening of the economy is likely to support service sector
activity. Thus, the composite PMI is expected to rebound mainly on a rise in the services PMI
while the manufacturing PMI continues to fall.

In Korea, local business surveys are due to be released next week, and these are expected to
deteriorate amid several headwinds, such as high interest rates both at home and abroad,
production disruptions at major steel factories due to typhoons, and poor performance
expectations in the semiconductor sector. The recent depreciation of the Korean
won probably played a role in worsening the sentiment as well.

Regional industrial production data points to a slowdown
Japan, Korea, and Singapore will release their August industrial production data next week
which will suggest a slowdown in manufacturing activity throughout the Asian region. In
Japan, despite a boost from the reopening, industrial production in August is expected to
take a breather and decline moderately after a strong gain over the past two months. South
Korea's industrial production is expected to contract more intensely on the back of weak
output from automobiles and IT/semiconductors. In Singapore, we also expect a modest
monthly decline as the manufacturing PMI fell in August. However, as the material shortage
situation has improved since June, the magnitude of the decline should be smaller than in the
previous month. 

India's repo rate
The Reserve Bank of India will meet on 30 September to discuss interest rates. It is likely the
Bank will hike its key repo rate by 30bp to 5.7%. As inflation rose from 6.7% in July to 7% in
August, policymakers should continue to feel the pressure and increase repo rates in an
attempt to cool the economy.



THINK economic and financial analysis

Bundle | 23 September 2022 11

Asia Economic Calendar

Source: Refinitiv, ING
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