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Key events in developed markets next
week
Next week's data is unlikely to shift rate hike expectations across
developed markets. Solid jobs data in the US should prompt the
Federal Reserve to continue its hiking cycle in June and July, while 30-
year high inflation cannot be ignored in Canada

Source: Shutterstock

US: Firm jobs report should support hawkish expectations
Markets are still backing the Fed’s 50bp calls for June and July and the coming week’s data is
unlikely to shift expectations. The interesting question is over September and beyond. Some
officials want the Fed to continue with 50bp hikes to ensure inflation is brought under control.
Others argue that there is already evidence of the growth outlook weakening and inflation
pressures tentatively softening, which could justify a pause in September. We are currently looking
for a 50bp move in September but our conviction is weakening, especially with the very soft
housing numbers we have recently seen.

Next week’s highlight is the US jobs report and that should be firm. Once again the main constraint
will be a lack of worker supply with nearly two vacancies for every unemployed American (we will
get an update on vacancies in next Wednesday’s JOLTS report). This means wages will continue to
be bid higher and the unemployment rate will likely fall to 3.5%.

Unfortunately, the ISM reports may not be quite so good with regional data pointing to downside
risks as supply chain strains and higher input prices make businesses more cautious on the
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outlook. This could negatively impact the new orders series and point to weaker growth in the
second half of the year after a 3%+ GDP growth number for the second quarter.

Canada: 50bp rate hike set in stone
A 50bp rate hike from the Bank of Canada is widely expected given that inflation is at 30-year
highs, employment and job vacancies are both at record levels and the growth outlook is being
boosted by strong demand for Canadian-produced commodities. We expect a further 50bp hike in
July and another in September with the hot housing market another issue for the BoC to deal with.

Developed Markets Economic Calendar
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Key events in EMEA next week
A rate hike in Hungary and GDP release in Turkey are the key events to
look out for in next week's EMEA calendar

Source: Shutterstock

Hungary: 60bp rate hike on the cards
Next week’s calendar will prove to be a busy one for Hungary. We end May with a central bank
rate-setting meeting, where we expect the National Bank of Hungary to 'walk the talk' regarding its
shift from aggressive tightening to a more gradual approach. This could translate into a 60bp rate
hike in the base rate, instead of the previous steps of +100bp. What could be much more
interesting is the decision regarding the 1-week deposit rate on Thursday. Our base case scenario
calls for a 30bp hike to 6.75%, the same as in previous months. However, should the market be
disappointed by Tuesday’s base rate decision, triggering a further sell-off in HUF markets, we could
imagine a situation where the NBH decides to match the size of the effective rate hike (1-week
deposit rate hike) with the base rate hike earlier in the week (so hike 60bp instead of 30bp). On the
first day of June, we will see the details behind the strong 1Q GDP growth and we expect the main
driver to be consumption. Manufacturing PMI will remain in expansion territory, though we are not
sure this will translate into strong industrial production data. Before we learn about
the performance of industry, we will see the first hard data for April on Friday, as the Statistical
Office will release retail sales turnover. We expect a slowdown as one-off impacts boosting non-
food and fuel sales are fading.
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Turkey: Growth risks tilted to the downside
In May, we expect annual inflation to increase further to 75.0% (3.9% on a monthly basis) from
70.0% a month ago, given the broad-based deterioration in price dynamics, with a largely
supportive policy framework, and the Russia-Ukraine war putting pressure on import prices. On the
national accounts, 1Q22 growth will likely be strong at 6.0%. However, there have been signs of a
deceleration in economic activity lately, also impacted by geopolitical factors. This backdrop leads
us to look for a marked slowdown this year to below 3% with risks tilted to the downside.

EMEA Economic Calendar

Source: Refintiv, ING, *GMT
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Asia week ahead: Manufacturing activity
and inflation reports out next week
Next week's calendar features PMI readings from the region as well as
inflation reports

Price pressures should remain strong in Korea, thus headline CPI inflation should
hit 5.1% year-on-year

Manufacturing likely still subdued due to China stoppages
The coming week features PMI reports from most Asian economies. We expect manufacturing
activity to stay subdued due to the fallout from the ongoing Ukraine war, as well as stoppages in
China. 

China and Taiwan will release PMI data and we expect both manufacturing and non-manufacturing
PMI in China to continue to stay below 50 signalling a monthly contraction in May. However, the
contraction will not be as deep as it was in April. For Taiwan, we expect manufacturing PMI to fall to
50.0 from 51.7 as manufacturing activity should be affected by lockdowns in Mainland China and
Covid in Taiwan.

Inflation reports from Korea and Indonesia
Price pressures continue to build globally caused by supply disruptions from the Ukraine war on top
of export bans from countries hoping to ensure domestic supply security. Price pressures should
remain strong in Korea, thus headline CPI inflation should hit 5.1% year-on-year. However, we think
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that monthly gain should slow down a bit due to fuel tax cuts, stable utility bills and the
government releasing its fresh food stockpile earlier this month. If it turns out to be higher than the
market consensus, then the probability of the Bank of Korea's (BoK's) hike in July and August is
going to increase sharply. At the recent MPC meeting, BoK made it clear that it would prioritise
inflation over growth. We mark a 25bp hike in July and November respectively, but we will revisit
this after checking inflation data for a few months. 

Similar trends are noted in Indonesia and headline inflation is expected to rise to 3.7% while core
inflation accelerates to 3%. Bank Indonesia (BI) decided to keep rates untouched this week despite
inflation heating up, confident that a round of fiscal subsidies can help keep price pressures at
bay. Despite the dovish stance of the central bank, we expect inflation to accelerate further, which
may prod BI to finally hike rates at the June meeting. 

The rest of the field
The coming week also features labour market data from Japan and retail sales from
Singapore. Japan’s jobless rate for April should remain at 2.6% as the re-opening effects should
hire more labour while also attracting more people to enter the labour market. Industrial
production for April should also benefit from the domestic demand recovery. Meanwhile, Singapore
retail sales surprised on the upside in the previous month but we expect this momentum to fade as
price pressures bite. Retail sales may still record an expansion but at a more moderate pace of
5%. Retail sales have been a good form of support for overall growth in 1Q and should remain
modestly positive in 2Q.

Key events next week

https://think.ing.com/snaps/indonesia-central-bank-keeps-rates-unchanged-citing-global-growth-concerns/
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