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while Germany should experience further evidence of an
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Expect the Reserve Bank of India to tighten by 25bp to stem the
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Article | 31 May 2018

Key events in developed markets next
week
UK PMIs will be key for the Bank of England's thought process while
Germany should experience further evidence of an economic rebound.
But what else is going on in developed markets next week?

Source: Shutterstock

Focus on Eurozone retail sales and German industrial data
Next week looks set to be a light week for the Eurozone, although April retail sales could be
interesting as one of the first 2Q18 hard data points. Germany was strong and a good month for
sales could be in the making for the Eurozone overall. The entire batch of German industrial data
should also provide further evidence of a gradual rebound of the economy in the second quarter. 

Services PMI to give steer on UK second quarter growth
Next week’s PMIs will be a key input into the Bank of England’s thought process, as it seeks to
establish how much of the first quarter slowdown was temporary. We may see a bit of an uptick in
the services index following the better weather over the past few weeks (particularly around the
early-May bank holiday weekend, which will have helped retailers). But the economy continues to
be plagued by Brexit uncertainty and in the consumer sector specifically, lower household
demand, so any PMI increase is likely to be relatively modest.
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Developed Markets Economic Calendar

Source: ING, Bloomberg

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

https://think.ing.com/uploads/reports/3105DMCal.pdf
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Key events in EMEA and Latam next week
A data-heavy week expected in EMEA and Latam. Look out for
improvements in Czech data and a mixed performance from Hungary
and Serbian central bank meetings

Source: Shutterstock

Czech data to strengthen
After somewhat weaker March data, April statistics should come in positive again, partially due to
the calendar bias and a low base from April last year. Still, wage dynamics should accelerate
further, with real wage growth above 6.5% year on year, the strongest in the previous 15 years.
This suggests that household consumption will remain the main growth factor this year.

Taking into account the weak Czech koruna lagging behind the Czech National Bank's expectations,
solid data and inflation likely to be above the 2% target in May, a June hike scenario is becoming
more and more likely.

Turkish inflation pressures to intensify
We expect May inflation to come in at 1.7% month on month, pulling the annual figure up to
12.2% from 10.85%. This stems from intensifying inflationary pressures with the recent Turkish
lira depreciation weighing on the outlook for core goods, energy inflation and the upward pressure
from domestic PPI.

For the June MPC, we don't rule out a measured 50bp hike in the 1-week repo rate at 16.5% after
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the simplification by the central bank.  

Serbia: Key rate on hold at 3%
Inflation is likely to have reached its lowest point this year in April at 1.1% YoY, but this was not
enough to convince the National Bank of Serbia (NBS) to cut key rate further at the last meeting.

We look for a no-change decision at next week's meeting as going forward inflation should slowly
resume its upward trend while the external environment also warrants caution. The Serbian
dinar appreciation pressures could be among the few factors calling for a cut, but in our view, this
is not enough.

Hungary: Action-packed start to June
We are facing an action-packed start to June with economic activity slightly mixed in April. Retail
sales may strengthen further on the back of one-offs and due to the increasing wage bill. Industrial
production may slow down further if we believe soft indicators.

The statistical office will release the details behind the surprisingly strong GDP data in 1Q18. We
expect consumption and investment to be the main drivers, with more momentum on the
consumption side.

The budget balance could deteriorate further. We might even see the bottom in May as the
Ministry of Finance recently announced that “Hungary needs deficit cuts in response to market
risk”. Last but not least, we see headline inflation accelerating on the back of the oil price shock, in
line with Europe.

EMEA and Latam Economic Calendar
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Article | 31 May 2018 China | India...

Asia week ahead: Spotlight on India’s
central bank
Expect the Reserve Bank of India to tighten by 25bp to stem the
currency weakness. Trade and inflation releases for May will be the
other highlights

Anything actually happening on the trade war?
So far everything has been limited to verbal skirmishes but no action. While we will continue to see
more trade noise in the period ahead, markets will focus on hard data. And there is plenty on the
calendar from China, Taiwan, Malaysia, and the Philippines. 

We expect sustained export strength in China and Taiwan with double-digit growth, but less so in
the other two economies. After underperforming in 2017, China’s exports have been doing well this
year with 14% year-to-date growth. On the other end is the Philippines with a 6% fall explaining
the ongoing plight of the peso.

Meanwhile, China’s foreign exchange reserve data for May will provide a sense of capital outflows
amid accelerated USD appreciation against major currencies, including the yuan. Our Greater
China Economist, Iris Pang expects this to be reflected in a drawdown of reserves, by about $20bn

https://think.ing.com/%7Bpage_297%7D
https://think.ing.com/%7Bpage_297%7D
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a month. She also expects continued CNY depreciation ahead and has revised the USD/CNY
forecast to 6.60 from 6.33 for 2018.

Why we're forecasting the yuan to depreciate

Will India’s RBI tighten policy?
We are in the consensus minority forecasting a rate hike at the June meeting next Wednesday.
The emerging market central banks of Turkey, Indonesia, and the Philippines tightened policy
recently as their currencies came under intense selling pressure from events around the world. The
accelerated weakness of the rupee is likely to force the RBI on the same path.

It’s still a close call as analysts’ consensus remains tilted towards Reserve Bank of India's (RBI) on-
hold policy. We believe RBI policymakers are coming to terms with the need to pre-empt inflation
pressure, which will worsen with the weakening currency. And the earlier they move, the better it
will be.

This is why we've brought forward our forecast timing of the first 25bp rate hike to June from
August. Absent any policy support forthcoming, we will review our end-2018 USD/INR forecast of
68.3 for another upward revision.  

Weak Indian rupee to push RBI to tighten next week

Any inflation relief in Indonesia or the Philippines?
Not much based on our house forecasts. The double-whammy of higher oil prices and weak
currencies will keep inflation elevated in both these economies. We think recent policy rate hikes
by respective central banks are just the beginning of the tightening cycle.

Our economist Joey Cuyegkeng now forecasts additional 50bp policy rate hikes by both the central
banks in the rest of the year.   

Asia Economic Calendar

https://think.ing.com/%7Bpage_2463%7D
https://think.ing.com/%7Bpage_2463%7D
https://think.ing.com/%7Bpage_2463%7D
https://think.ing.com/%7Bpage_2468%7D
https://think.ing.com/%7Bpage_2468%7D
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