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Key events in developed markets next
week
In the US, a government shutdown looks probable as Congress is
deadlocked over an agreement to provide funding for the start of the
fiscal year

Source: Shutterstock

US: A government shutdown looks probable
A government shutdown now looks probable with Congress deadlocked over an agreement to
provide funding for the start of the fiscal year from 1 October. So from next week, we could see
upwards of 800,000 workers furloughed – sent home without pay – while hundreds of thousands of
other 'essential' federal government workers including homeland security, prison staff, military
and legal workers would be required to continue working despite not being paid. National parks
and museums may close in many instances and businesses surrounding them would inevitably be
impacted while contractors employed by the federal government will also see payments being
delayed or lost completely. Consumer and business sentiment will take a hit and spending
inevitably weakens during these episodes.

Historically, a government shutdown lasts perhaps one to two weeks and the economic fallout is
typically quite limited. For example, the Office of Management and Budget estimated that the 16-
day government shutdown in 2013 crimped third-quarter 2013 GDP by roughly 0.3 percentage
points. The ready reckoner is that 0.1-0.2pp of quarterly annualised GDP growth is lost for every
week the shutdown drags on, but the economy makes perhaps half of it back when there is an
agreement and back pay is returned. In an extreme example of it lasting a couple of months with
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an agreement being reached by early December, we could be talking about a dent to GDP growth
of nearly a full percentage point. Given consensus expectations are only 0.6% for fourth quarter
annualised growth, this would run the very real risk of a negative GDP print for the quarter.

Another issue resulting from this is that many of the key official data releases will not be published,
including this Friday’s jobs report from the Bureau for Labor Statistics. We’ve put it in the calendar
and assumed a slight slowdown in hiring, but it could be several weeks before we actually see the
real numbers. Consequently, we are going to focus more on third-party data releases, including
the ISM reports. These are expected to continue pointing to modest GDP growth, with higher oil
prices adding to near-term price pressures. Nonetheless, the lack of jobs data and potentially,
inflation figures in subsequent weeks means that the Federal Reserve will not have as much
information as it would like when it comes to policy decisions. Given the lack of clarity on the state
of the economy, it would strengthen the case for the Fed to hold interest rates steady again in
November. This would give more time for the economic slowdown we anticipate to emerge, and
with core inflation likely to continue moderating, makes it all the more likely that the Fed’s hiking
cycle is already over.

UK: Bank of England survey to help cement expectations for
a November pause

There’s a distinct lack of data due between now and the Bank of England’s November meeting. So
having paused the rate hike cycle in September, there’s not a huge amount that’s likely to prompt
a different verdict in a few weeks' time. Another rate hike at the next meeting would probably
require a big upside to either services inflation, wage growth, or perhaps both. That’s a couple of
weeks off though, and next week we’re left with just the BoE’s Decision Maker Panel survey. This is
something policymakers generally watch quite closely, and it’s been pointing to less aggressive
price and wage rises among firms over recent months. Admittedly, the BoE has put less weight on
surveys recently as the hard data has generally pointed the other way, but we think these are
important forward-looking signals and point to improvements in the BoE’s favoured inflation
metrics over coming months.

Key events in developed markets next week
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Key events in EMEA next week
Look out for another rate cut in Poland, rising inflation in Turkey, and
activity data from Hungary

Source: Shutterstock

Hungary: Slight improvement in economic momentum
expected following activity data

The Hungarian Central Statistical Office will publish the latest data on economic activity next week.
We expect a slight improvement in momentum based on the monthly performance of the retail
and industrial sectors. The World Athletics Championships in Budapest could temporarily boost
retail sales with a significant influx of tourists. Based on some survey indicators and the track
record of industrial production during the summer in recent years, we see some improvement in
the export sectors and, this time, perhaps also some temporary support from the sectors driven by
domestic demand. We don't think that this improvement will be sustainable but after four quarters
of technical recession, any small positive change that can bring the recessionary period to an end
is to be welcomed.

Turkey: Annual inflation expected to increase further to
61.5%

Given the deterioration in pricing behaviour, currency weakness, widespread increase in wages and
tax adjustments and markedly negative ex-post and ex-ante real policy rate, inflation will likely
remain under pressure in the near term. Accordingly, we expect annual inflation to increase further
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to 61.5% in September (with a 4.7% month-on-month reading) from 58.9% a month ago.

Poland: A 25bp cut expected
With CPI inflation falling sharply in September, the National Bank of Poland is expected to continue
its monetary easing cycle in October. However, the size of the cut should be smaller than in
September in order to avoid further depreciation of the zloty. The FX market reaction to
September's 75bp rate cut most likely surprised the MPC and may make further disinflation more
difficult. We expect a 25bp rate cut at the policy meeting on Wednesday and the main NBP rate to
decline to 5.50% by the end of 2023, from the current 6.00%.

Key events in EMEA next week
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Asia week ahead: Two key central bank
meetings
Central banks in Australia and India will decide on policy next week as
inflation pressures build in the region

China’s official PMI likely to show expansion
China’s official PMI shows that manufacturing activity contracted for five consecutive months
between March and August. 

Recently released data on Chinese industrial profits showed a rise after five consecutive
contractions, which might signal that the economy has stabilised to a certain extent.

We believe that the official manufacturing PMI for September will show a slight expansion reading
of 50.2. With the improvement in recent activity data including retail sales, the non-manufacturing
PMI may also increase slightly to 51.3.

Central bank meetings in Australia and India
The Reserve Bank of Australia (RBA) will have its monthly meeting next week to decide on the key
cash rate. The latest CPI figure for August stands at 5.2% year-on-year, the first increase since April
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and still way above the RBA’s target of 2-3%. However, it should not be too much of a concern as
the rise in inflation was largely due to base effects and soaring oil prices. While we believe that the
latest inflation figures bolster the case for the central bank to further increase rates at some point,
we don’t think that it will choose this meeting to tighten.

The Reserve Bank of India (RBI) is likely to keep its repo rate unchanged as India’s inflation is
trending down after a surge in vegetable prices in July. Seasonal food prices have reduced since
then as supply conditions have improved following erratic monsoon weather. Currently, the RBI’s
third-quarter inflation forecast is above 5%. As such, rates may remain unchanged through the
year-end.

Inflation numbers from Indonesia, Philippines and Korea
We’ll be getting inflation numbers from Indonesia, the Philippines and Korea next week. Soaring
global energy prices has led to higher transport and energy price levels in these countries, raising
the expectation of inflation.

For Indonesia, we expect inflation to inch higher due to food as well. Rice prices recently touched a
multi-year high on tight supply of the grain. Despite the projected pickup, headline inflation
remains well within target and should settle at 2.3%YoY. 

Meanwhile, for the Philippines, we expect inflation to stay elevated and above target for another
month. Rice prices could still edge higher despite a presidential order capping rice prices on select
varieties of the all-important staple. We could see Philippine inflation settle at 5.1%YoY, well above
target and the main reason why the Bangko Sentral ng Pilipinas (BSP) has suddenly turned
extremely hawkish.

It's a similar situation in Korea, with the main drivers of inflation also food and fuel prices. Headline
inflation is expected to rise to 3.2% YoY for September. This will likely strengthen the government’s
efforts to curb inflation by offering shopping vouchers, extending the fuel tax cut programme, and
holding utility fees for the fourth quarter.

Singapore retail sales
Next week also features retail sales from Singapore. August retail sales will likely manage to
expand modestly, although still-elevated inflation and overall subdued economic activity could cap
any gains. Soft retail sales amid falling industrial output will likely drag on overall third-quarter
GDP.   

Korea trade data
Preliminary data on Korean exports in early September pointed to a gain of 9.8% YoY, largely due
to favourable calendar effects. We believe that full-month data however could record a contraction
as data suggest poor semiconductor exports and softer shipments to China continue to drag on
overall exports.



THINK economic and financial analysis

Bundle | 29 September 2023 9

Key events in Asia next week
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