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Key events in developed markets next week 
Uncertainty over a continuation of the pandemic means that central 
bank policy remains unclear in the UK. Meanwhile, a partial recovery in 
the US labour market may prove insufficient amid a resurgence in Covid- 
19 cases across the country 

 
US: Improving labour markets may be insufficient for a V-shaped 
recovery as Covid-19 cases rise 
America will be celebrating Independence Day at the end of the week and we are hopeful that the 
forthcoming data will bring more cheer. The obvious focus will be the jobs report, which will be 
published on Thursday due to 3 July being a national holiday. With all states now experiencing 
some form of reopening, we should see another sizeable pick-up in employment, as workers 
return to their jobs. We look for payrolls to rise by around 3.5 million, but we have to remember 
that millions more remain out of work, with Google Mobility data suggesting in many states, 
especially in populous ones like New York, New Jersey and California, consumer and business 
activity remains far from normal. The unemployment rate should move slightly lower, but we 
caution that this is not a reliable indicator and understates the true rate of joblessness. To be 
recorded as unemployed by the Bureau for Labour Statistics you have to be actively job hunting, 
however, given the dislocating effects of the Covid-19 containment measures you do not have to 
be actively looking to claim benefits. As such, the “true” unemployment rate is likely still around 
20%. Average hourly earnings will fall sharply, but this is a statistical effect caused by lots of 
relatively low earning workers regaining employment, dragging the “average” level of hourly 
wages lower. It is meaningless. As for activity, the ISM manufacturing index should bounce 
sharply, but we must remember that even if it rises to 50, as we expect, that does not suggest 
growth, as the level of activity is down hugely on where we were at the start of the year. Despite 
this positive backdrop we remain somewhat cautious on the outlook given the rising number of 
Covid-19 cases and the potential for states to pause or even roll back some of their phased 
reopening plans, which could hurt sentiment and activity. Meanwhile, the timely Homebase jobs 
numbers suggest employment has softened over the past week or so, which perhaps hints that 
final demand may not be as strong as we would have liked to see, with businesses needing to 
“right size” their workforce. And with the $600 Federal boost to weekly unemployment benefit 
payments scheduled to end in five weeks, we could see a big reduction in household incomes. As 
such, we expect to hear more talk of additional fiscal support in the coming weeks. 
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Bank of England speakers in focus as markets mull policy preferences 
We’ve detected a bit of a policy shift at the Bank of England. The BoE’s decision to taper its 
quantitative easing purchases was coupled by a comment from Governor Andrew Bailey that he’d 
prefer to unwind the balance sheet ahead of raising interest rates – a clear departure from the 
Carney-era guidance that this process wouldn’t occur until the Bank rate hit 2%. While that 
debate might sound a bit academic at the moment given where we are in the cycle, it does have a 
couple of more immediate implications. Firstly, it could perhaps sow the odd seed of doubt among 
some investors about the willingness to significantly ramp up QE again if we were to see another 
bout of market turmoil (although in the event we suspect policymakers would do so). Secondly, it 
may help fuel the debate about whether the BoE will adopt negative rates. Policymakers haven’t 
ruled out doing so, although we still suspect its probably unlikely, at least in the near-term. We 
mention all of this because we have a series of policy speeches over the next week, including from 
BoE Chief Economist Andy Haldane, who recently dissented from the decision to expand QE. Look 
out for further clues on possible shifting policy preferences. 
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Key events in EMEA and Latam next week 
Positive manufacturing PMIs will likely reflect the easing of lockdowns in 
EMEA next week, but this optimism may be overshadowed by a large 
increase in unemployment numbers 

 
Czech Republic: Industry remains relatively weak 
The June manufacturing PMI is likely to increase towards 45 points, as signalled by earlier- 
published counterparts from the eurozone and Germany. However, a stronger pick-up above the 
key 50-level is less likely as confidence from industrial companies fell slightly in June, according to 
data released by the Czech Statistical Office. As such, despite the reopening of large automakers 
after the Covid-19 shutdowns, industry remains on a weak footing with very limited signs of a V- 
shaped recovery. 

 
Turkey: Oil recovery to boost inflation 
We expect June inflation to be at 0.2%, pulling the annual figure slightly up to 11.6% from 11.4% 
in the previous month, due to the impact of the oil recovery on the transportation sector. 
However, in the second half of the year, we will likely witness some improvement in the outlook 
amid sluggish demand factors. 

 
Hungary: High unemployment but a boost in wage growth expected 
We expect the unemployment rate to reflect the impact of Covid-19, jumping above 6% and 
reaching a high not seen since early 2016. The bad news on the labour market might be mixed 
with good news for wages. The double-digit wage growth reflects a composition effect as well as 
the wage settlements in state-owned companies and large employers in the private sector. Based 
on the PMI figures in developed economies and knowing that some companies restarted fulfilling 
their outstanding orders, we see a rebound in Hungary's manufacturing PMI too, but still think the 
index will remain in contraction territory. 

 

Poland: Positive PMI data may not indicate strong recovery 
We expect the PMI manufacturing index to increase following rebound of sentiment in the 
eurozone, and particularly in Germany. Still, the recovery in the industrial sector should be less 
pronounced than the index suggests. High frequency data of electrical energy production shows a 
significant deterioration of demand which implies low activity within energy-intensive sectors. The 
automotive sector is also working at low capacity while production in the mining sector was 
halted due to the outbreak of Covid-19 in the Silesia region. 
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Article Asia week ahead: End of the worst quarter in 
years 
With second Covid-19 waves spreading in some countries and first-wave 
outbreaks not yet over in others, the economic slump in Asia has a long 
way to go 

Damage assessment continues 
The end of lockdowns in most of Asia has markets weighing the activity data for the wreckage left 
behind by the pandemic. And there's lots of data to wade through next week. Purchasing 
manager indexes (PMIs) data will take prominence as they usually do at the start of the month. 
China’s PMIs remains the most market-sensitive of all - and the expectation of it staying above 
the 50 threshold implies improving business conditions which are at risk from renewed Covid-19 
spread in Beijing and neighbouring provinces. In most other Asian economies, manufacturing 
should have continued to slow albeit at a reduced pace than in May. India and Indonesia are likely 
to remain at the low end of the Asian spectrum, given worsening Covid-19 situations in these 
countries. PMIs are soft indicators, prone to respondents’ sentiment at the time of the survey. The 
hard data on exports, manufacturing output, retail sales, and inflation -- all should paint a real 
picture. The calendar is packed with such indicators from around Asia. Korea’s exports for June 
will be the first from the region to reveal the state of global demand this month. Easing of 
lockdowns in key markets should result in a smaller year-on-year fall. And, with weak exports and 
domestic spending, manufacturing growth is likely to remain negative as well. May retail sales 
figures from Hong Kong and Singapore should reflect the extent of the hit to domestic demand in 
these economies. We expect the worse, around 50% YoY contraction in sales in both economies, 
as rising job losses depress spending. Weak consumer spending should keep CPI inflation under 
downward pressure in most reporting countries next week (Korea, Indonesia, and Thailand), with 
Thailand's continuing to lead the way down. The end of the worst quarter for Asian and global 
economies may be here. But, with second Covid-19 waves spreading in some countries and first- 
wave outbreaks not yet over in others, the economic slump has a long way to go. 
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