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Next week:  

  Brexit news, rate setting meetings and 

business cycle indicators could be in the 

spotlight 

   This week: 

 Slight weakening on major markets as 

positive vaccine news has been 

counteracted by the lack of progress in 

US fiscal stimulus and Brexit. The new 

EU budget has finally been adopted. 

 The ECB decided on further stimulus 

 Better-than-expected macro data in the 

euro area, but the US labour market has 

started to deteriorate. 

 The EUR/USD was flat, the pound 

weakened, Brent oil price exceeded USD 

50. 
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Brexit news, rate decisions and business cycle indicators can be in 

the spotlight 

As regards prescheduled events, the week will be intensive in rate setting meetings of several central 

banks, and various real economy data will also arrive. However, one important additional market mover 

could be news about the Brexit negotiations, as the end of the interim period expires in a few weeks. A 

hard Brexit could significantly affect the economic outlook of the UK and the to a smaller, but measurable 

extent the recovery of the EU.  

Monday begins with eurozone industrial production for October. September's data, at -0.4% MoM, 

missed expectations largely due to the reversal of temporary effects in Italy (different timing of summer 

shutdown), rather than a result of the second wave of COVID-19. Although clear growth was observable 

in Germany and France, the rates were much weaker than a few months before. Still, the surprisingly 

solid October data for Germany (3.2% vs. a consensus of 1.6%) and France (1.6% vs. a consensus of 

0.4%), suggest that the euro area's data could also surprise on the upside. The current market 

expectations is 1.8%. 

Chinese and US data will be in the spotlight on Tuesday. We will have the November bunch of key 

Chinese monthly hard data, namely industrial production, retail sales and infrastructural spending. In 

October, all these indicators surprised on the upside, confirming the solid and uninterrupted recovery of 

the country after the Q1 slump due to the pandemic. In the USA, the December New York Fed 

manufacturing sentiment index and industrial production data for November will be released. The New 

York Fed index has been in the positive territory since July, but the optimism has started to fade 

gradually in October and November, reflecting the resurgence in the virus. The market expects a slight 

improvement for December, to 7.4 points from 6.3, on account of increasing vaccine optimism. US 

industrial production grew by 1.1% in October, but the pace of growth has been limited since September. 

With the renewed wave of the pandemic, the market expects further slowdown, to around 0.5% for 

November. 

Wednesday seems to be the most interesting day of the week, mostly due to the Fed interest rate-

setting meeting, but a bunch of December PMIs and US retail sales data will be out as well. Regarding 

PMIs, the picture is a mixed bag. In Europe, service sector PMIs fell below 50 already in October, and 

even fell further in November, while manufacturing indicators held up relatively well, above 50 up to now. 

At the same time, in the USA, both sectors kept improving, even in November, exceeding expectations. 

The consensus expects a slight deterioration in December for both the euro area and the US. November 

retail sales data could indicate a -0.1% MoM decline based on the consensus, after a minor 0.3% uptick 

in October. As for the Fed meeting, no major surprise is expected: rates are expected to remain on hold, 

no increased asset purchases are foreseen, but probably the Bank will refine its communication with the 

latter, linking it to some outcome variable, like unemployment level. This would bode well for the move 

toward the average inflation targeting announced in August. 

Thursday will bring UK rate setting meeting, US housing data for November, as well as weekly labour 

market data from the first week of December. The Bank of England supposedly will have a difficult time. 

The UK economy was still at -8.2% YoY in October, and November inflation, at 0.7%, was still well below 

the 2% target. Furthermore, the Bank has to take into account the uncertain Brexit outlook, which is 

more and more likely to be a hard one. On the upside, mass vaccination has started already this week, 

which could suggest that the UK could be the first country to ease lockdowns permanently, which helps 

the 2021 growth outlook. At the November meeting, the BoE held the base rate on hold at 0.1%, while 

increasing asset purchases by GBP 150 bn. Both US housing indicators and building permits fared 

reasonably well in October, near 1,5 mn, at pre-pandemic levels. The consensus forecasts this tendency 

to prevail. Surprisingly, initial jobless claims increased in the past week of the previous month, after 

falling for two consecutive weeks in November, and the question is whether the former tendency could 
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prevail, given the slowdown in the economy. Our bet would be a continuing increase. At the same time, 

continuing claims have increased as well, breaking a 10-week declining tendency. 

On Friday, the Bank of Japan will hold its rate-setting meeting, and November inflation data will be 

released for the country. In Europe, the December IFO index, and in the USA, the leading index will be 

published. The Bank of Japan is not in an easy situation either, as after hard work, finally it has managed 

to step out of the deflation trap from 2017, but the pandemic brought a renewed deflation. Furthermore, 

the economy has been in recession already at end-2019. The bank is keeping the yield curve at zero 

up to 10 years, and pursues asset purchases. At its November meeting, the policy has not changed. In 

Europe, the December gauge of the IFO index could also surprise on the upside, after the better-than-

expected ZEW and Sentix data. In the USA, the Conference Board’s leading index probably remained 

in the positive territory (at 0.5 points), but the business cycle likely weakened in December, from 0.7 

points. 

What to watch next week 

                            PMI-s (points) Fed funds rate expectations (%) 

  

Source: Bloomberg, Refinitiv 
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Slight decline of major markets as positive vaccine news has been 

counteracted by the lack of progress in US fiscal stimulus and Brexit. 

The new EU budget has finally been adopted and the ECB announced 

further stimulus. 

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 

The USA is still suffering from the second wave of the coronavirus, reports on record high daily new 

cases and deaths arrived this week. In Western Europe, Austria, Belgium, France, Italy and Spain 

continue to report decreasing daily new cases, but their infection statistics still should be considered 

high. Relative to the previously mentioned countries, Germany managed to maintain a moderate daily 

infection count, but without a rapid decrease. The UK started mass vaccination, using Pfizer’s product. 

Countries in the CEE region are still heavily impacted by the new covid wave. Bulgaria, Croatia, Moldova 

and Serbia implemented a new set of restrictions to overcome the increasing daily infection numbers. 

An alarming leap of new infections was reported from Turkey. 

Major stock indices slightly weakened as positive and negative news moved them into 

opposing directions 

There was no clear direction of stock exchanges during the week, but given the weak performance on 

Friday, European stock indices finished with 1-2% fall, while US markets stood at similar decline on 

Friday afternoon. Most subcomponents fell in Europe, the biggest fall was seen with banks (-5.9%), 

followed by retail, travel and leisure and insurance and auto parts. In the USA, real estate fell by 3.7%, 

followed by financials and IT. Europe's banks lost ground on account of the ECB’s gloomier macro 

outlook, and despite the fact that further stimulus was announced. Good news – the adoption of the new 

EU budget and the starting of mass vaccination in several countries – could not obviously counteract 

the caution due to the still lagging US stimulus package and no progress in Brexit talks.  

Euro area and Chinese data surprised on the upside, but the US labour market has 

started to deteriorate. The new EU budget has been adopted, but no progress in Brexit. 

The ECB adopted additional stimulus 

The week started with surprisingly solid Chinese data, where exports grew by 21.1% YoY in November, 

as opposed to a consensus forecast of 12%. What was even more of a surprise that euro area business 

cycle held up reasonably well amidst widespread lockdowns. Germany’s October industrial production, 

at 3.2% MoM, beat the consensus, as well as French data at 1.6%. Moreover, the Eurozone Sentix 

confidence index for December suggested an improvement (from -10 to -2.7 points), just like Germany’s 

Zew (from 39 to 55 points). At the same time, while there was no surprise with US CPI data, where both 

November headline CPI and core inflation remained roughly at previous month’s level (1.2% and 1.6% 

respectively), US weekly jobless claim data brought a significant negative surprise. Initial jobless claims 

jumped to 835,000 from 716,000 in the first week of December. It was the highest number since mid-

September. Furthermore, the number of people filing for continuing jobless claims rose to 5.76 million 

in the week ending 28 November, up from 5.53 million in the previous week, well exceeding market 

expectations of 5.34 million. This was the first increase after ten weeks of steady decline. All these 

suggest that the US is not immune to the new wave of the pandemic and lockdowns. Contrary to this, 

The December reading of the University of Michigan consumer sentiment index improved, probably 

related to a partisan shift in attitudes following the election 

On a positive note, as member states nodded on the German presidency's compromise proposal (which 

watered down the draft in several points) and given that Poland and Hungary abandoned veto plans, 

the EU's 2021-2027 multiannual financing facility and the NextGenEU relief fund were approved. The 
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originally accepted rule of law mechanism begins, and it will be challenged at the European Court of 

Justice and will not apply until the lawsuit ends (in mid-2022 at the earliest). However, the mechanism 

does not apply to funds disbursed in 2014-2020, and the interpretive statement accompanying the 

regulation lays down that only breaches that affect the EU’s financial interests will be pursued. 

At Thursday's meeting, the ECB left interest rates unchanged, signalling that interest rates are unlikely 

to increase before inflation approaches its 2% target (this is likely to be the case for next year as a 

whole). That said, the central bank has extended its pandemic asset purchase program (PEPP) for nine 

months, in which it will be able to buy additional EUR 500 billion worth of government securities, bringing 

the total to EUR 1,850 billion. It also extended the TLTRO III program by one year, which provides 

refinancing to banks with government securities collateral. 

The EUR/USD flat; oil gained further momentum 

The EUR/USD closed almost flat, while the GBP lost ground against the USD on account of no progress 

with Brexit talks. Oil prices still increased by around 1-1.5%, as investors in the oil market are already 

focusing on favourable vaccine news and are overlooking the current unfavourable economic situation, 

analysts say. Thanks to mass immunization, demand for crude oil may soon rebound. Food prices 

increased as well, while precious metal fell. 
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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 

 

Source: Refinitiv 

FX forecast for the majors  
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Regional macro forecast 

 

FX forecast for the OTP countries 
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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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