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Next week:  

 Eurozone's ECB meeting, EU summit and 

US inflation could be in the spotlight 

   This week: 

 There was no clear direction for stock 

indices in Europe this week, while US 

indices posted a small increase 

 Better than expected Chinese figures, 

mixed business cycle data for the euro 

area, but no surprise in inflation. US 

labour market data disappointed. 

 The EUR/USD increased visibly; oil 

gained further momentum 
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The eurozone's ECB meeting, the EU summit, and US inflation could 

be in the spotlight  

Monday begins with China's exports data for November. We have started to get used to the fact that 

China outperforms most countries this year, and the recovery from the fall in February is clearly V-

shaped. In October, China's exports have been growing for the fourth month in a row, by 11.4%. The 

market expects 12% growth for November, keeping up a strong pace. Then comes a string of data from 

Europe. The 1.6% MoM growth in German industrial production in September, was followed an upwardly 

revised 0.5% rise in August. The breakdown showed that the increase was broad-based, and that auto 

output surged 10.0% MoM, reversing almost all of the 10.3% fall in August when factories implemented 

their summer production breaks. The consensus is 1.5% growth for October for total production, similarly 

to September. There will also be two confidence indices already for December: the Sentix for the euro 

area, and the ZEW for Germany. The latter will be already published on Tuesday. Since September, 

both indicators have been in a deteriorating, owing to the second wave of the pandemic and the 

corresponding lockdowns. For December, the Sentix is forecast to weaken slightly further, while the 

consensus expects improvement for ZEW, given Germany's relatively good performance recently. 

On Wednesday, Germany's exports data for October will be released. After a sharp rebound in May 

and June, growth in Germany slowed to about 2.5% per month. The market expects some slowdown to 

2% for October. 

Thursday will be the most data intensive day of the week, with possible market movers. The day begins 

with industrial production figures from France. Similarly to Germany, there was a sharp rebound in May 

and June, which weakened to a 1-1.5% MoM rise by August. The market expects this pace to slow 

further, to around 0.4% in October. More importantly, we will learn more on the ECB's new policy 

decisions. This meeting is much awaited, as the new economic downturn and the fact that inflationary 

pressures have remained so low are key reasons why the ECB is gearing up to give the economy 

another shot in the arm. This week ECB President Christine Lagarde reiterated the dovish message 

from her speech on the previous week. Although she said the Bank would review all its instruments, she 

said again that two of them – the TLTROs and the PEPP – will remain most important ones. Some 

analysts expect the Bank to increase and to extend the life of the PEPP, and to announce a further 

round of TLTROs on even more favourable terms than the current round. A further increase in the Asset 

Purchase Programme (APP) is also quite likely as the EUR 120bn additional APP purchases announced 

in March will have been used up by year-end. There is also a possibility of a further cut in the deposit 

rate. Another important data release will be CPI data from the USA. Core inflation slowed in October 

on account of both core and non-core elements. The unexpected drop back in core inflation, from 1.7% 

to 1.6% last month, reflected continued subdued demand in the services sector. As the explosion in 

virus figures is likely to put further downward pressure on demand in the short term, overall inflation is 

likely to remain subdued for a while yet. The market expects the same rate for November as it was in 

October (headline 1.2%, core 1.6%, both YoY). Weekly jobless claims data will be also published. 

Having risen for two weeks, initial jobless claims fell to 712,000 on the last week of November, but the 

broader picture suggests that the decline practically halted since October. In contrast, continuing claims 

declined uninterruptedly to 5.5 million by the last week of November. It is yet to be seen whether the 

record virus and death figures, as well as the increasing number of lockdowns will deteriorate 

unemployment trends more clearly. The new bipartisan stimulus package proposed with close to USD 

900 bn could help. Importantly, this year’s presumably last EU summit will start on Thursday, and the 

question is whether countries could effectively tackle Hungary's and Poland's intention to veto the next 

EU budget. The two countries are committed to vetoing, due to the planned adoption of the rule of law 

mechanism to be linked to the next EU budget cycle. The latest communication of the Polish government 

might suggest that eventually they will recede from the veto, but Hungary seems to insist on its threat. 

On Friday, Italy will publish industrial production statistics for October. In September, the series turned 

out particularly weak, at -5.6%, missing expectations (of -2%), driven by weak capital goods production. 
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The current consensus forecast is 1% growth. In the afternoon, the Michigan Consumer Confidence 

Index will be released in the USA. This index dropped to 76.9 in November, from 81.8 a month before, 

after steadily increasing from July to October. Now the consensus is a further decline to 76 points. 

What to watch next week 

   

10Y government bond yield in the euro area 

(%)  

US CPI (YoY, %) 

 
 

Source: Refinitiv 
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Stock markets rotation continues as vaccine news remain favourable 

in general, and uncertainties over US presidential transfer fade 

Pandemic situation: new cases and deaths break records in the USA, case numbers 

decline in Western Europe, but no major improvement in the CEE region 

Daily new cases in the USA reached an all-time high. The number of covid-related deaths was also 

record high in the second half of the week, exceeding even the numbers seen in the spring. In Western 

Europe, Belgium, France, Italy, Spain and the UK have been reporting shrinking daily new cases for 

over a month now. Their covid-related death statistics seems to follow this pattern with a two-week 

delay. Austria, Norway, Portugal and Switzerland also experienced fewer daily cases, but without a 

decreasing covid-related death count. Daily cases in the CEE still soared in the second wave. Most 

countries in the region reported rising daily new cases, with the exception of Poland, the Czech Republic 

and Montenegro, where this statistic decreased, along with their daily new case and daily test ratio. An 

alarming jump in new infections was reported in Turkey this week. 

There was no clear direction for stock indices in Europe this week, while US indices 

posted a small increase 

During this week, major stock indices did not point to a clear direction, declining one day and increasing 

on the another; range trading was dominant. Finally S&P closed 1.3% higher, while in Europe the 

STOXX600 stagnated, Germany’s DAX even dropped by 0.5%. Markets seem to have already priced 

in the previously favourable vaccine news, and no new market-moving event occurred, apart from the 

UK, where the health authority has approved Pfizer’s vaccine, and mass immunization will start next 

week. This probably explains the outperformance of the FTSE100 (+2.8% increase over the past week). 

Otherwise, investors are waiting for vaccination to be announced in other countries. Also, other issues 

are pending in Europe: no breakthrough occurred on EU budget negotiations or in Brexit talks. There 

seems to be a bipartisan agreement on a new stimulus bill of USD 908 bn in the USA, but this is yet to 

be approved. In America, the IT, health care, energy and telco sectors were the best performers, while 

in Europe basic resources, travel and banks headed the growth.  

Better than expected data from China, mixed business cycle data from the euro area, 

but no surprise in inflation. US labour market data disappointed. 

Chinese PMIs (NBS and Caixin) for both manufacturing and service sectors indicated further 

improvement compared to previous months, and beat market expectations, confirming the country's V-

shaped recovery from the covid crisis. In contrast, mixed results arrived from Europe, where Italy’s 

service sector PMI turned out to be particularly weak, at 39.4, the weakest values since May and below 

expectations (41.3). At the same time, manufacturing, at 51.5, remained above the 50 mark but 

deteriorated compared to October. In contrast, Germany's October data were fairly upbeat: retail sales 

grew by 2.6% MoM after a decline in September and beating expectations; industrial orders grew by 

2.9% MoM after a 0.5% rise in September. The data raises the possibility that Germany could even 

avoid a recession in Q4, or at least the fall will be milder than in other large countries of the eurozone. 

Italy’s retails sales grew by 0.6% MoM in October, which is also an improvement after September’s 

decline, but with the negative confidence indices the outlook for Q4 is very gloomy. The unemployment 

rate for the euro area, at 8.4% for November, was in line with the consensus and indicated a minimal 

uptick from the previous month. However, the data should be treated with caution, as given the extensive 

use of government support scheme, it understates the true level of the problem on the labour market. 

The second revision of Q3 GDP brought an improvement for Austria (from 11.6% to 12%), but a slight 

deterioration for Italy (from 16.1% to 15.9%); in Portugal, the first release of data was confirmed at 

13.3%. There was no surprise in the euro area's November CPI and core inflation, which remained at 

the previous month's level. There was a sharp slowdown in the pace of non-farm payroll gains, to 

245,000 in November, against the expectation of 469,000, and a previous month's reading of 610,000. 
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All this underlines how the renewed surge in virus cases and restrictions is weighing on services 

demand. The unemployment rate edged lower, to 6.7% from 6.9%, but that was only because a 400,000 

decline in the labour force far outstripped the 74,000 fall in the household measure of employment. 

The EUR/USD increased visibly; oil gained further momentum 

The EUR/USD ground higher, the USD lost 1.6% against the EUR and the GBP. Growing prospects for 

a U.S. economic stimulus package and the roll-out of COVID-19 vaccines boosted demand for riskier 

assets, taking the safe-haven USD to a 30-month low versus the euro. Oil prices still increased by 

around 2%, after last week's rally, as OPEC+ decided on Thursday to raise output by 0.5 mn barrels a 

day from 1 January. Although there were expectations of no increase at all, a few weeks ago a much 

larger hike was in the pipeline, and the markets were happy that an agreement has been reached. In 

addition, the group will shorten its review interval from three to one month, so that more flexibility is 

added the system.  

 

 

 

  



  

6 
 

WEEKLY REPORT - 7 DECEMBER 2020 

Performance of the regional stock indices 

 

Last week’s data 
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Eurozone and US chart set 

 

Source: Refinitiv 
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Eurozone and US chart set 
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Source: Refinitiv 

FX forecast for the majors  
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Regional macro forecast 

 

FX forecast for the OTP countries 
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This document was prepared on 07 December 2020. 

 

Disclaimer for OTP Bank Romania S.A. customers 

OTP Bank Romania S.A. does not intend to present this document as an objective or independent explanation of the matters contained 

therein. This document a) has not been prepared in accordance with legal requirements designed to promote the independence of 

investment research, and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research. 

This communication does not contain a comprehensive analysis of the described issues.  This report is issued for information purposes only 

and should not be interpreted as a suggestion, an invitation or an offer to enter into any transaction, as an investment advice, and it does 

not constitute legal, tax or accounting advice. Also it is not and should not be considered a recommendation for investment in financial 

instruments according to NSC Regulations no. 32/2006 and 15/2006.  

Information herein reflects current market practices. Additional information may be available on request. This document is intended only for 

the direct and sole use of the selected customers of OTP Bank Romania S.A. Any form of reproduction or redistribution to any other person 

that the intended recipients, including publication in whole or in part for any purpose, must not be made without the express written 

agreement of OTP Bank Romania S.A. Although the information in this document has been prepared in good faith from sources which OTP 

Bank Romania S.A. believes to be reliable, we do not represent or warrant its accuracy and such information may be incomplete or 

condensed. The issuer of this report does not claim that the information presented herein is perfectly accurate or complete. However it is 

based on sources available to the public and widely believed to be reliable. Also the opinions and estimates presented herein reflect a 

professional subjective judgment at the original date of publication and are therefore subject to change thereafter without notice. 

Furthermore there can be no guarantees that any market developments will unfold as forecasted. Opinions and estimates constitute our 

judgment and are subject to change without notice.  

OTP Bank Romania S.A. may have issued reports that are different or inconsistent with the information expressed within this report and is 

under no obligation to update or keep current the information contained herein.  

OTP Bank Romania S.A. may hold a position or act as market maker in the financial instrument of any issuer discussed herein or act as advisor 

or lender to such issuer. This document is not intended to provide the basis for any evaluation of the financial instruments discussed herein. 

In particular, information in this document regarding any issue of new financial instruments should be regarded as indicative, preliminary 

and for illustrative purposes only, and evaluation of any such financial instruments should be made solely on the basis of information 

contained in the relevant offering circular and pricing supplement when available. OTP Bank Romania S.A. does not act as a fiduciary for or 

an advisor to any prospective purchaser of the financial instruments discussed herein and is not responsible for determining the legality or 

suitability of an investment in the financial instruments by any prospective purchaser. 

This report is not intended to influence in any way or to be considered a substitute to research and advice centred on the specific investment 

objectives and constraints of the recipient (including tax concerns) therefore investors should obtain individual financial advice. Before 

purchasing or selling financial instruments or engaging investment services, please examine the prospectuses, regulations, terms, 

agreements, notices, fee letters, and any other relevant documents regarding financial instruments or investment services described herein 

in order to be capable of making a well-advised investment decision. Please refer to your competent adviser for advice on the risks, fees, 

taxes, potential losses and any other relevant conditions before you make your investment decision regarding financial instruments or 

investment services described herein. OTP Bank Romania S.A. in compliance with the applicable law, assumes no responsibility, obligation, 

warranty or guarantee whatsoever for any direct or indirect damage (including losses arising from investments), or for the costs or expenses, 

detrimental legal consequences or other sanctions (including punitive and consequential damage) sustained by any natural or legal person 

as a result of the purchase or sale of financial instruments or engaging investment services described herein, even if OTP Bank Romania S.A. 

was warned of the possibility of such occurrences. 

Figures described herein refer to the past and past performance is not a reliable indicator of future results. Investments in financial 

instruments carry a certain degree of risk (fluctuation of share prices, uncertainty of dividend, yields and / or profits, exchange rate 

fluctuations, etc.). The capital invested is not guaranteed, investment gains, usually assumed proportionate to risk, and past performance of 

financial instruments is not a guarantee for future performance. 

Please note that the Internet is not a secure environment and OTP Bank Romania S.A. does not accept any liability for any loss caused by the 

result of using this report in a form altered or delayed by the wilful or accidental interception, corruption or virus infection.  

All rights reserved – OTP Bank Romania S.A. (registered seat: Street Buzesti, no. 66-68, 1st district Bucharest, Romania; company registration 

number: J40/10296/1995, CUI RO 7926069.; NBR registration no RB-PJR-40-028/1999; for further information please refer to: 

https://www.otpbank.ro/en). 

This document has been provided to the recipients upon their prior request. Your abovementioned permission may be withdrawn by an e-

mail addressed to newsletters@otpbank.ro or a written mail addressed to OTP Bank Romania S.A , Buzesti Street, no. 66-68, 1st district, 

Bucharest, Romania. Please refer to your name and e-mail address in both cases. 
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