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Article | 24 March 2023 Key Events | United States

Key events in developed markets next
week
It's a much quieter week next week following the central bank
meetings. Our eyes are drawn to the Fed's favoured measure of
inflation, the core personal consumer expenditure deflator, and
consumer sentiment data, which will inevitably be impacted by the
stresses in the financial system

Source: Shutterstock

US: Outlook for inflation affected by the stress in financial
system

Following the Fed’s 25bp rate rise this week, we will be listening out for officials' latest views on
where the risks lie and how they see the path for monetary policy evolving.

Central bankers continue to argue that financial stability policy measures and price stability
measures should be viewed separately, but the feedback from stresses in the financial system, we
believe, will inevitably impact the real economy and the outlook for inflation. In this regard, we will
be keeping a close eye on consumer sentiment measures given the unsettling news flow
surrounding the banks in recent weeks. There are also plenty of housing data, while the Fed’s
favoured measure of inflation, the core personal consumer expenditure deflator, is also due to be
published.

https://think.ing.com/articles/fed-hikes-us-interest-rates-by-25bp-but-acknowledges-we-are-close-to-the-peak/
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Key events in developed markets

Source: Refinitiv, ING
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Asia week ahead: Inflation data from
Australia and Japan
Next week’s data calendar features inflation numbers from Australia
and Japan plus activity data from Korea and China

Has the time come for a pivot by the Reserve Bank of Australia
(RBA)?
A further unwinding of the holiday-induced surge in travel and recreation prices in February,
together with some lower food prices, will partly offset higher gasoline prices and some stickiness
in other subcomponents to bring inflation in Australia back below 7% in February. If so, it will
support the RBA’s recent hints that rates are close to a peak, with one more 25bp hike looking like
the most likely outcome now, taking the cash rate target to 3.85%.

Positive signs for Japan’s economy
We think Japan’s economy is on the road to recovery. Inflation seems to have finally passed the
peak. Tokyo CPI inflation is expected to slow further, stabilising energy prices and base effects.
Labour markets continue to tighten mainly in the service sector. Manufacturing activity should
rebound in February as snowstorm disruptions normalise.
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Upcoming survey and activity data from Korea
Survey and monthly activity data will be out next week. We believe that recent developments in
global banking probably hurt consumer sentiment. On the other hand, China’s reopening could
help businesses be more optimistic for the future.  

Meanwhile, production activity among industries should continue to diverge; we expect auto
production to rise firmly on the back of good demand for electric vehicles while semiconductor
production declines due to sluggish global demand for IT products.

China PMI data
China is going to release PMI data next week. We expect a month-on-month fall in export orders
but an expansion of domestic orders in the manufacturing PMI index. This is because of the slowing
demand for goods in export markets. Non-manufacturing PMI should post slower growth as the
recovery of the Chinese economy has been gradual. Real estate activities are included in the non-
manufacturing PMI index. The recent increase in home transactions should support the non-
manufacturing PMI index, but it should not be seen as a growth factor.

Key events in Asia next week

Source: Refinitiv, ING
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Key events in EMEA next week
We expect both the Czech National Bank and the National Bank of
Hungary to keep interest rates unchanged next week, with officials
maintaining their hawkish tone

Source: Shutterstock

Hungary: No change to the current status quo
After two relatively quiet weeks as regards to data in Hungary, the upcoming one will be more
interesting. Or to be precise: Tuesday is in focus. We are going to see the January wage growth
data, which used to be a strong anchor for the full-year average increase in salaries based on the
past five years’ data. We see a 16% gross wage increase on a yearly basis due to a combination of
a 14-16% minimum wage increase (for unskilled and skilled labour), the labour shortage and the
high-flying inflation. We expect a minor improvement in the fourth quarter current account deficit
compared to the previous quarter based on high-frequency data. Last but not least, even without
the recent market turmoil, we would advertise a no-change scenario in the Hungarian monetary
policy, as Tuesday earmarks the date of the March rate-setting meeting. Considering the
vulnerability of the forint, a rate cut will be quite premature exposing the local currency to a sell-
off. Against this backdrop, we see an all-around status quo at the upcoming meeting: no change in
rates, only incremental revisions in the central bank’s forecasts and unchanged (hawkish) tone of
the forward guidance.
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Czech Republic: Official to keep its hawkish tone, whilst rates
remain unchanged
The Czech central bank is likely to keep interest rates unchanged on Wednesday. We expect the
official statement will keep its hawkish tone, which means maintaining the current level of interest
rates until there are clear signs that inflation is returning to the central bank's 2% target. Even the
soft recession has not brought relief to the labour market, which still remains very tight, with the
unemployment rate being the lowest in the EU, and poses the risk for inflation expectations.

Key events in EMEA next week

Source: Refinitiv, ING
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