
Bundles | 6 June 2022 1

THINK economic and financial analysis

Bundles | 6 June 2022

Our view on this week’s key events
Discover what ING analysts are looking for this week in our global
economic calendars

In this bundle

Key events in developed markets this week
'Sticky' inflation data will keep the Federal Reserve on track for
50bp rate hikes in June and July, while in Europe, the only real
question is…
By James Knightley and Carsten Brzeski

Key events in EMEA this week
Poland's central bank meeting is the key event and rates are
expected to be increased further
By Rafal Benecki

Asia week ahead | Australia | China...
Asia week ahead: Central bank meetings and inflation
readings
This week features key central bank decisions, trade and inflation
readings



THINK economic and financial analysis

Bundles | 6 June 2022 2

Article | 6 June 2022

Key events in developed markets this
week
'Sticky' inflation data will keep the Federal Reserve on track for 50bp
rate hikes in June and July, while in Europe, the only real question is
why the European Central Bank isn't hiking at its meeting this
Thursday

Source: Shutterstock

US inflation set to keep Fed on track for 50bp hikes in June and
July
US inflation will be a key indicator to watch. With gasoline prices hitting new highs and food prices
under upward pressure we expect the annual rate to remain above 8%. Core inflation may slow
marginally, but remain close to 6% given decent corporate pricing power allowing businesses to
pass cost increases onto customers. Inflation is unlikely to fall quickly in the near term unless the
geopolitical backdrop improves and energy prices fall back, supply chains show improvement, and
labour supply rises to mitigate against rising wage pressure. Unfortunately, none of this seems set
to happen in the near term and that will keep the Fed in policy tightening mode with 50bp rate
hikes at the June and July FOMC meetings.

Why isn't the ECB hiking rates this week?
With headline and core inflation still on the rise, and 2024 inflation very close to the ECB’s
definition of price stability, the only real question for Thursday's meeting is why not hike rates
now?
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In fact, since the start of the year, ECB meetings and press conferences have always surprised
on the hawkish side. At the current juncture, and given recent comments, the only way for this to
happen again would be to actually hike rates this week. And in all honesty, the case for such a
move is very clear. The only argument against not hiking is the ECB’s own ‘sequencing’, ie first, stop
net asset purchases before hiking rates. A rate hike this week would undermine the ECB’s credibility
and forward guidance. 

Following the logic of the ECB, a hawkish surprise this week would weaken the de facto pre-
commitment by Chief Economist Philip Lane and President Christine Lagarde, and keep a 50bp rate
hike on the table for July. Read our full preview here.

Key events next week

Source: Refinitiv, ING

https://think.ing.com/articles/ecb-stuck-in-sequencing/
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Key events in EMEA this week
Poland's central bank meeting is the key event and rates are expected
to be increased further

Source: Shutterstock

Poland's central bank to keep hiking
The negative short-term impact on GDP from the war in Ukraine is limited. With a high level of
production backlogs, output growth remains high, but the contraction in new orders is significant,
which bodes ill for the rest of 2022. Meanwhile, CPI is sticky and may be persistent, requiring
further rate hikes to offset the fiscal expansion (c.3% GDP).

We believe the MPC will continue to raise rates, bringing the reference rate to the target level of
8.5% in late 2022/early 2023. With expansionary fiscal policy, we see rate cuts no sooner than
2024.

Read our full preview here

https://think.ing.com/articles/poland-central-bank-preview/
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Source: Refinitiv, ING
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Asia week ahead: Central bank meetings
and inflation readings
This week features key central bank decisions, trade and inflation
readings

RBA and RBI meetings next week
We have two central bank decisions in the coming week, and both are likely to include rate
increases. The Reserve Bank of Australia (RBA) on 7 June will follow up its 25bp hike to the cash rate
target on 3 May. A pick-up in the pace of tightening looks probable. We anticipate a 50bp increase
to 0.85% at this meeting. Although, the RBA could lean to the dovish side of the US Fed, so there is
a chance that it comes in with only a 40bp hike.

The Reserve Bank of India (RBI) is also likely to raise rates in the coming week. At its meeting on 8
June, we expect a 50bp rate hike, too. Having thrown in the towel on its previously dovish stance,
the RBI has turned more hawkish recently. The RBI doesn’t always hike/cut in 25bp increments, so
the risk for the bank may be for a slightly bigger 60bp hike, which would take the repo rate to a
nice round 5.0%. But our base expectation is for the repo rate to be raised to 4.9%.
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Inflation reports from China and the Philippines
Inflation in China remains quite low, and we expect CPI inflation to be around 2.4% year-on-year,
with food prices slightly above the previous month and PPI at around 7.9% year-on-year, about the
same as the previous month, with the recent fall in metal prices offsetting some of the increase in
coal prices.

Meanwhile, price pressures continue to mount in the Philippines as supply chain constraints disrupt
food supplies. Inflation will likely accelerate to 5.5% (from 4.9%) driven by faster food, transport
and utility costs. Bangko Sentral ng Pilipinas started its rate hike cycle last month with a 25bp rate
increase. We expect a follow-up rate hike at the June policy meeting.

Trade activity improves in China
China’s exports and imports should have grown faster in May than in April because of the slight
recovery in port operations and factory deliveries in Shanghai during the month.

The government has urged banks to increase lending to small and medium-sized enterprises and
infrastructure projects as part of the overall stimulus package. We expect total new yuan loans and
financing to climb in May from the low levels seen in April.

In Taiwan, previously announced export orders show a decline in demand for consumer electronics
in mainland China, which will lead to a slowdown in exports. We expect growth in both exports and
imports to slow from now on. May trade figures should still show 15-25% growth, but June figures
are likely to reflect slower growth.

Lastly, recent trends for Philippine trade are likely to continue with both exports and imports up by
double digits. Imports will likely be bloated by expensive energy prices while exports may still eke
out double-digit gains, boosted by the electronics components sector. The overall trade balance
will stay deep in the red with the trade deficit likely settling at $5bn. 

Singapore retail sales
The coming week also features Singapore retail sales. We expect retail sales to sustain their recent
run of gains, rising by 5.8% as domestic demand improves after quarantine restrictions were
relaxed further. April’s growth will be a moderation from the previous month as faster inflation
saps some momentum.
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