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Brexit news, rate decisions, business cycle and confidence 

indicators can be in the spotlight in the last two weeks of the year 

At the end of the year, we summarize the event outlook for the rest of the year, i.e. for two weeks instead 

of one, even adding the first working day of January 2021 to the summary. At the end of a very eventful 

year, probably the last two weeks could be calmer, at least from macro data point of view. The fortnight 

will bring macro data from all major economies for November and confidence indices for December.  

However, there are still pending issues that could move markets. One of the most important move could 

come from the Brexit process, where by now, the market has priced in a hard Brexit with roughly 50% 

probability. There have been ups and downs in the saga, most recently, it seems that parties may move 

forward toward an agreement, as they probably agreed on some aspects. In an address to the European 

Parliament, Commission President Von Der Leyen said the issue of domestic subsidies, so far a thorn 

in the side of the negotiators, had been resolved. She reported that legal assurances that environmental, 

social and labour standards would not be undercut had also been secured, with fruitful continuing 

discussions on “future-proofing” against unfair competition, offering a clear path to an agreement. But 

she told MP-s that remaining disagreements on the future arrangements for European fishing fleets in 

UK waters could still block the nine months of negotiations at the eleventh hour. European MPs asked 

a deal by this Sunday the latest, to be able to vote on the deal before the end of this year. 

As for the euro area data, the December consumer confidence indices (21 and 23 December) for the 

euro area and Italy, and the Sentix investor confidence index for January (4 January) are scheduled for 

release. Regarding the eurozone consumer confidence, the latest two datapoints in October and 

November already brought a renewed deterioration, after the continuous improvement from April to 

September. November data stood at -17.6 points, only slightly above the level in May, somewhere at a 

value observed during the euro area debt crisis in 2013. As the euro economy has been unable to 

escape the lockdowns of the second wave so far, we do not expect much improvement for December. 

Still, the foreseeable start of mass vaccination could add a small positive impetus to consumers, similarly 

to what was observed in the USA. The Sentix investor confidence index for December jumped to -2.7 

points in early December from -10.0, and beating expectations of -8.3 points. The improvement came 

as a significant surprise, but bodes well with several other indicators published later, including PMIs for 

the region. Basically, three explanations lie behind these surprises. On the one hand, industry, in 

particular in Germany fared better during this wave of lockdown than had been expected. Second, some 

countries, like France have loosened restriction recently, although these are likely to be reversed for 

Christmas, while Germany has just tightened lockdowns, so this optimism might be short-lived. Third, 

with the imminent start of mass vaccination, businesses probably start looking into the future with a more 

positive attitude. 

As for the USA, a bunch of housing market, labour market and business confidence indices will arrive. 

Out of these, we would highlight the importance of weekly unemployment claims data (on next 

Wednesday and on Thursday a week later). In early December, initial jobless claims rose for the second 

week in a row by about by 170,000 people in two weeks. At the same time, after the deterioration a 

week before, continuing claims declined again. The deterioration in the initial claims is consistent with a 

worsening of consumer confidence for November. This latter Conference Board data will be published 

also on 29 December. Note that the University of Michigan consumer sentiment index already improved 

for December, probably on account of vaccine optimism. 

As for Chinese data, two manufacturing PMIs (NBS and Caixin) and NBS non-manufacturing PMI will 

arrive. Here the only question is whether or not the improving tendency of these indices, practically 

uninterrupted after the February fall, will prevail. 

Finally let us not to forget Turkey, where the CBRT will keep its rate setting meeting next Thursday, just 

before Christmas. At its November meeting, the Central Bank raised its benchmark one-week repo rate 

by 475 bps to 15 percent, saying the tightness of monetary policy will be decisively sustained until a 
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permanent fall in inflation is achieved. Inflation in the country reached 14% in November, against a 

central bank target of 5% on account of the collapse of the lira, and food prices shock. The market 

expects a 150 bps hike. 

What to watch next week 

   

Eurozone consumer confidence and Sentix investor 

confidence 

US weekly jobless claims  

  

Source: Bloomberg, Refinitiv 
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Major markets closed in plus as mass vaccinations start and 

European business data turned out better-than-expected 

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

stopped declining in Western Europe even increased in Germany, still no major 

improvement in the CEE region 

The USA is still suffering from the third wave of the coronavirus; reports on record high daily new cases 

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

reported decreasing daily new cases up to early December, while by now improvements stopped or in 

some cases started to turn back. Further to this, after maintaining moderate daily infection count, the 

pandemics has sped up significantly in Germany, which led to tight lockdown from 16 December. After 

the UK, the US has also started mass vaccination, using Pfizer’s product, Moderna also received 

emergency approval in the USA. Countries in the CEE region are still heavily impacted by the new covid 

wave, but Hungary and Romania might have reached a plateau. Pfizer vaccine in the EU will be available 

by end December earliest. 

Major stock indices finished the week with gains, Germany was an outperformer on 

account of favourable business confidence data 

The European stock indices closed a positive week, with Germany’s DAX leading the increase, surging 

4.5%, the STOXX600 advanced by 1.8%, CAC40 grew 0.5%, the FTSE100 upped by a meagre 0.2% 

due to the lack of reassuring news on Brexit. The favourable sentiment in Germany was driven by 

stronger-than-expected PMIs and IFO index for December. For the whole of Europe, the announcement 

that Pfizer's covid vaccine could be approved by the European Medical Agency by 23 December was 

also supportive. Nevertheless, the lack of clear progress with Brexit, as well as the tightening of 

lockdowns for Christmas in most European countries weighed on activity. Key performers were cyclical 

sectors like auto, retail, as well as technology and insurance. 

In the USA the the S&P saw smaller gain than Germany by Friday afternoon, when it stood 1.7% higher, 

but the Russell2000, the small-cap index increased almost 4%. While the incoming macro data were 

not as positive compared to expectations as in Europe, the FDA's approval of Moderna's vaccine, the 

start of mass vaccination, and Donald Trump's tweet that the USD 900 bn new fiscal package could be 

approved before the end of this year fuelled optimism. Nevertheless, the Congress is still struggling to 

get a proposed stimulus package over the finish line, which means there could be a short government 

shutdown for a few days, since it also needs to pass a continuing spending resolution at the same time. 

Similarly to Europe, cyclical sectors like consumer discretionary and real estate performed best, as well 

as IT. At the same time, energy fell, despite moderate gain in oil prices.   

Better-than-expected PMI data for Europe, mixed data from the USA, slightly more 

dovish communication from the Fed 

There was no surprise in China's macro data for November. Industrial production grew by 7%, roughly 

at the October pace, retail sales speeded up to 5%, after 4.3 in the previous months, and slightly below 

expectations. Infrastructural spending also gained momentum, rising to 2.6% from 1.8% in November, 

in line with expectations. 

The incoming euro area data surprised to the upside. All published manufacturing PMIs (euro area, 

Germany, France) improved compared to November and stayed clearly above 50 points. Services 

sector PMIs also surprised to the upside significantly and edged closer but remained below 50 points in 

these economies. Germany’s IFO index also improved to 92.9 from 90.9, beating expectations. In the 

meantime, euro area industrial production for October, at 2.1%, was roughly in line with the consensus 

(2%). 
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In contrast, the USA released a mixed bag of indicators. Disappointingly, retail sales, at -1.1% MoM fell 

short of expectation (-0.3%), and initial jobless claims grew for the second week in a row. The New York 

FED manufacturing confidence index for December fell, missing expectations of a minor rise. This 

contradicts to the further improvement of the Markit manufacturing PMI. Housing market data clearly 

surprised to the upside: both building permits and housing starts were higher than expected and 

improved further, after the favourable values of the previous months. Surprisingly, continuing jobless 

claims fell, after the growth of the previous month.  The Fed's meeting that started on Wednesday, did 

not bring much news, as expected: interest rates were unchanged, the pace of asset purchases 

remained. Nevertheless, there has been some verbal intervention toward more policy loosening as the 

wording of the statement on sustaining asset purchases was changed from 'over coming months' to 

'until substantial further progress has been made toward the maximum employment and price stability 

goals.  

The EURUSD increased again; commodities closed a positive week 

The USD against the EUR set for its worst week in a month on Friday, as its accelerating slide attracted 

more short-sellers. The improving global risk sentiment did not support the dollar. Oil was poised for the 

seventh week of advance as U.S. lawmakers work toward finalizing a stimulus package that may boost 

near-term demand ahead of a broad roll-out of the Covid-19 vaccine. However, this week practically all 

commodities, precious, steel, and food alike, made gains over the week. By Friday afternoon, the best 

performer was silver, closing the week almost 8% higher. 
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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 
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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 20 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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