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The ECB's rate-setting meeting, US stimulus package, China's GDP 

and PMI indices could be in the spotlight next week 

Next week the focus in Europe will be on the ECB's meeting, while the US market will follow the 

negotiations of Joe Biden’s new American Rescue Plan in Congress, waiting for further details to be 

unveiled in terms of financing. Joe Biden's inauguration, possible simultaneous turmoil in the streets, as 

well as Donald Trump's impeachment could also be closely watched events. That said, January PMI 

data from both the USA and Europe could be market movers, as well as China's Q4 GDP figures. 

Meanwhile, the pandemic situation and the pace of vaccinations will also be in the spotlight.  

We start the week with a bunch of Chinese data, most notably Q4 GDP and December business cycle 

indicators. China is the only large economy that has managed to go through the covid crisis with only 

one quarterly GDP fall. Being the origin of the pandemic, and handling it very efficiently, the country was 

the first to enter and exit the covid crisis. After the 6.8% YoY fall in Q1 2020, GDP picked up fairly 

quickly, Q2 growth rate jumped by 3.2%, which sped up to 4.9% in Q3 on account of significant spending 

stimulus. The market foresees a further pick-up in Q4, to 6.1% as all three key indicators (industrial 

production, retail sales, and fixed asset investment), turned out to be stronger in October-November 

than in Q3. Further to this, the consensus expects flat industrial production growth, additional pickup in 

retail sales and infrastructural investment for December. 

As for the euro area, the ECB holds monetary policy meeting, and the January business confidence 

indices are scheduled for release. At its December meeting, the ECB left interest rates unchanged, 

signalling that they are unlikely to increase before inflation approaches its 2% target. That said, the 

European 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 by one year the TLTRO III programme, which provides 

refinancing to banks with government securities collateral. Incoming data suggest that Q4 recession 

was likely smaller than thought before, mostly on account of the German industry's favourable 

performance. Although the new virus mutation likely lead to longer lockdowns in Q1 than could have 

been expected in early December, and vaccinations proceed sluggishly, long-term government bond 

yields remained at low levels, despite a sharp increase in US treasury yields, and the political turmoil in 

Italy. Hence, the most likely outcome of the ECB's Thursday meeting is to wait and see how previous 

measures and the pandemic unfolds. Nevertheless, the political crisis in Italy could be a new cause for 

concern, with former prime minister Matteo Renzi pulling his party out of the ruling coalition and bringing 

Giuseppe Conte’s government to the brink of collapse.  

In terms of business confidence indices, January PMIs, to be published on Friday, will likely show a 

small deterioration in both manufacturing and services on account of tight lockdowns, according to the 

consensus, but the manufacturing component is likely to remain above the 50 threshold, signifying 

expansion. 

The US data are somewhat less likely to make an impact. The batch of housing data for December will 

likely show some correction after a sharp MoM growth in November building permits, but the sector is 

thought to be in good shape. Friday's PMI will probably show some weakness but will be more resilient 

than in Europe. Both manufacturing and services indicators are expected to exceed the 50 mark, but 

drop a few points from the December gauge. Given the sharp rise in the week before, the weekly labour 

market statistics could also catch the eye. Initial jobless claims data will be published for the week ending 

14 January and continuing claims for w/e 9 January. More details will see the light of day on Joe Biden's 

new stimulus package, which could heavily affect global GDP, inflation outlook, as well as US yields, 

and the financing situation of emerging markets. 

Another interesting event, in the emerging world, could be the rate-setting meeting of the Central Bank 

of Turkey (CBT). On 24 December 2020, the CBT raised its benchmark one-week repo rate by 200bps 
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to 17%, the highest since August of 2019, and beating market forecasts of a 150bps hike. That was the 

second consecutive rate hike under the central bank's new governor, who had pledged to tighten policy 

to ensure price stability. Previously, the central bank increased rates by 475bps in November. Since the 

CBT's latest meeting, the TRY has been steadily strengthening against the USD, although most recently 

it seems to have stabilized. However, inflation, at 14.6% in December, has not reached a peak yet. 

Therefore it will be interesting to see whether the Bank is comfortable with the current rate level. 

What to watch next week 

 

10Y government bond yields in the euro area 

(%) 

PMI indices for the USA and euro area 
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Global stock markets close with a weekly fall, despite the 

announcement of a new US stimulus, as worsening pandemic, slow 

vaccination and week US labour market data deteriorated the 

sentiment 

Pandemic situation: new cases and deaths break records in the USA, a third wave 

started in most Western Europe countries, but the situation is still on a moderate 

downward trajectory in CEE.  

The number of daily new covid infections steadily rose in the USA, along with the daily related deaths, 

which reached an all-time high this week. After a slow initial phase, the rollout of the vaccine accelerated 

in the country. The number of injected doses reached 11 million on Thursday. In Western Europe, Ireland 

and the UK are still suffering from the new and more contagious variant of the virus. This week, Portugal 

and Spain experienced a quick leap of daily new infection counts. Portugal announced a lockdown from 

Friday and will implement similar measures as last spring. Germany expects a greater infection rate in 

the following weeks, due to the new variant detected in the UK, and considers tougher restrictions. In 

general, the infection rate slowly fell or stagnated in the CEE region. China reported a sudden climb of 

new covid cases and was forced to implement localized lockdowns within the country's borders.  

The European Medicines Agency received application for conditional marketing authorization of the 

AstraZeneca vaccine. It is more than welcomed as vaccination is very sluggish in the EU; in most 

countries only 1%-2% of the population has received the jab so far. Israel still takes the lead in the world, 

by vaccinating almost 25% of its population. This rate is 5% in the UK, and near 3.5% in the USA.  

Not a strong week for Europe and the USA, despite the announcement of significant US 

stimulus plan 

Both European and US major stock indices closed the week with loss. Even Joe Biden's announcement 

of an additional stimulus (amounting to 9% of GDP) could not cheer up markets, as investor were 

concerned about the pandemic situation, weaker-than-expected US labour market data, and the slow 

pace of vaccination in most countries.  

In Europe, the STOXX600 shed 0,7% on Friday afternoon, but FTSE100 took the lead in the fall by 

2.0%, probably as the UK has the worst pandemic situation in Europe's countries. Germany’s DAX 

shrank 1.6%, as France's CAC40. Among sectors, health care was the best performer (+1.9%), while 

tech (+1.0%) and auto parts (+0.1%) could also partly shrug off bad news. The biggest declines were 

observed with utilities (-3.1%), retail (-2.2%) and household goods (-2.3%) 

In the USA the S&P posted a 1.2% weekly decline by Friday afternoon, the Russell 2000, the small cap 

index stood at +1.9% growth. Contrary to Europe, where oil and gas fell (-1.3%), here energy was the 

best performer by +4.7%. This difference partly followed oil prices, as WTI could grow further (+1.2) this 

week, while Brent fell (-0.8%). Financials (+0.6) and real estate (+0.5) could also grow slightly, while the 

biggest fall was observed with telco (-3.3%) and consumer staples (-2.2%). Overall, despite the 

announcement of Biden’s new, close to 9% of GDP fiscal package, market could not find reassuring 

news, as the pandemic situation deteriorated, vaccination was slow, and macro data turned out weaker 

than expected. Additionally, more and more analysts ask the question, what will be the source of 

financing for the stimulus. 
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Surprisingly good data from the eurozone; disappointing labour market data, but new 

stimulus package in the USA 

Indicators for the euro area in general turned out to be better than expected. Industrial production rose 

2.5% MoM in November 2020, a seventh consecutive month of growth and surpassing market 

expectations of 0.2% uptick. Capital goods output jumped by 7.0 percent (vs 2.9% in October) and 

intermediate goods production advanced 1.5 percent (vs 2.3% in October). Meanwhile, the output of 

durable consumer goods (e.g. television and washing machines), dropped 1.2%, reversing a 1.5% rise 

in the previous month. Production also fell for both energy (-3.9%) and non-durable consumer goods 

(-1.7%). At country level, the favourable figure was driven by strong performance in Germany, while 

Italy’s indicator fell below the consensus (-1.4% vs -0.4%). Further to this, the January Sentix index, at 

1.3 points, also beat the consensus (0.7). Overall, better-than-expected confidence data for December, 

together with hard data up to November, suggests that industry grew in the eurozone in Q4, mitigating 

the effect of the recession in the services sector on GDP. Meanwhile, Germany’s economy contracted 

by 'only' 5% last year, a smaller fall than in 2009. Admittedly, the country’s statistics office said on 

Thursday that the economy probably stagnated in the final three months of the year, which seems better 

than expectations.  

Incoming macro data for the USA was mostly disappointing this week. First, in terms of hard business 

cycle data, retail sales fell by 0.7% MoM in December, as opposed to a consensus of stagnation. Second 

business survey’s turned out to be also weaker than expected. Finally, Thursday brough a huge negative 

surprise in weekly unemployment claims. The number of Americans filing for unemployment benefits for 

the first time has increased to 965,000 in the week ending 9 January, from the previous week's revised 

level of 784,000 and well above market expectations of 795,000. This was the highest initial jobless 

claims figure since mid-August, amid record jump in COVID-19 cases, deaths, and hospitalizations, and 

new restrictive measures across the USA. Also, about 284,000 people applied for help from the 

Pandemic Unemployment Assistance scheme, which covers workers that do not qualify for initial claims, 

compared with 161,000 in the previous period. At the same time, continuing jobless claims rose to 5.271 

million in the week ended 2 January, from 5.072 million a week before, and exceeding market 

expectations of 5.061 million. The only exception was industrial production, which held-up remarkably 

well with +1.6% MoM, as oppose to a consensus of +0.5%. All these suggest, that finally the US 

economy, and in particular its domestic demand is not immune to the new wave of the pandemic, while 

the long delay in the second US fiscal stimulus also took its toll on activity. 

On Thursday, president-elect Joe Biden proposed an additional fiscal stimulus, worth USD 1,900 billion, 

or close to 9% of GDP. The plan is expected to include expanded federal unemployment benefits, state 

and local aid, money for schools and small businesses, a provision to boost the second round of stimulus 

checks from US 600 to 2,000 and a major expansion of the child tax credit—a popular proposal among 

both Democrats and Republicans. Additionally, it foresees to more than double the minimum wage. It 

will also focus heavily on pandemic response measures and include money for vaccine distribution and 

coronavirus testing. Later this spring, Biden plans to press for more spending on infrastructure, jobs and 

tax changes, to help bolster recovery in the long term. However, the question is whether he will be able 

to push it through both chambers of Congress in that form. Indeed, it is uncertain whether all Democratic 

Senators will support everything in this plan - Senator Joe Manchin has already been critical of the 

proposed USD 2000 stimulus cheques. It remains to be seen whether all of the package will be fully 

extra fiscal stimulus, or other revenue raising measures will also follow. In the former case, US budget 

deficit could reach 20% of GDP this year. Further to this, together with widespread vaccination and the 

corresponding recovery, inflation and long-term treasury yields could increase significantly. That 

scenario could also heavily affect emerging markets' monetary and budgetary policies. 

The week was light in terms of China's macro data. The published export growth for December dropped 

by 18.1% YoY, to a fresh record USD 281.9 billion in December 2020, easing from a 21.1% jump in the 

previous month, although well above the market consensus of a 15% rise, as global demand continued 
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to recover from the COVID-19 crisis, despite the yuan's sharp appreciation in recent months. This was 

the seventh consecutive month of growth, mainly supported by demand for medical supplies and 

electronics products for working from home. 

The EUR/USD fell, but Jerome Powell's speech limited dollar gains; US 10Y yield and oil 

retreated after last week's rise; food took over the lead in price growth 

The dollar strengthened last week, especially after President-elect Joe Biden outlined his plans for 

additional stimulus. But gains were limited after Federal Reserve Chairman Jerome Powell declined to 

join any discussion about reducing monetary stimulus, in an interview. In the meantime, US 10Y 

government bond yields fell slightly, after last week's rise of nearly 20 bps. However, the tendency was 

not uniform throughout the week. Up to Tuesday, significant further increase was observed, peaking 

above 1.18, however the rest of the week brought a massive decline to around 1.13. 

Oil stood around 55 USD/barrel on Friday afternoon, which is slightly below last Friday for Brent, and 

reflects a small uptick for WTI. Nevertheless, after last weeks' significant gain, it could keep its strength 

rather than grow further. At the same time, global food prices started to rally, jumping nearly 6-7% in a 

week. 
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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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This document was prepared on 18 January 2021. 

 

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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