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USA, as well as February real 

economy data from the USA will 
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forgettable week as the rise in 

long-term US Treasury yields 
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 The Fed meeting did not bring 

anything new, Chinese data were 

strong as expected, major EM 

central banks started 

tightening cycle 

 The dollar strengthened amidst 

the risk-off environment; oil 

prices fell substantially 
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March business confidence indicators from Europe and 

the USA, as well as February real economy data from the 

USA will be in the spotlight 

The FOMC meeting stole the show this week, but next week will be much more 

silent in terms of economic events and macroeconomic data releases. The 

internationally comparable business confidence indices, PMIs for March, both 

from the eurozone and the USA will be released, and further US real economy 

data for February will come to light. Movements in long-term yields will 

remain a key determinant of stock market performance, and it is worth 

following to what extent the lack of new actions from this week’s FOMC meeting 

will be enough for markets to keep a lid on the rise. Meanwhile, pandemic 

news is worth following, particularly in Europe, where infection rates are 

deteriorating in an increasing number countries. The French government last 

night announced a four-week lockdown for the hardest-hit areas. 

In the Euro area, the key day will be Wednesday, when a bunch of PMIs for 

the block, Germany, and France will be released. PMIs in Europe have been a 

mixed bag so far. While manufacturing PMIs kept up well since the collapse 

in last spring and could have even reached almost historic high levels by 

February, service sector indicators fell below 50 by last September and could 

not pick up since then. Given the current pandemic situation, it is obvious 

that this duality will persist. The only questions are whether the strength 

of industry remains at the February level, and whether there could be some 

minor improvement in services, given the ongoing vaccinations. However, 

caution is warranted in drawing very direct conclusions from the data release, 

as confidence indices in some cases give poor guidance on economic activity. 

For example, despite a manufacturing PMI of almost 55 in January, the area's 

industrial production for the same month remained slightly in the red. Europe 

will see other confidence indices as well, most importantly the German IFO 

index, and the European consumer confidence for March. 

As for the USA, the week starts with February housing sales data on Monday. 

March PMIs and February durable goods orders will follow on Wednesday, while 

household spending and income data for February will be released on Friday. 

Unlike Europe, the USA could post a decent recovery (about 5% annualized) in 

Q1, based on the indicators available so far. However, as industrial 

production and retail sales both fell significantly in February, it seems 

that the pace of growth has weakened. Therefore, March business confidence 

indices will be very interesting to see whether the third stimulus package 

has already had some effect on the statistics. Both PMIs stood at historical 

high levels in February; they are due on Friday.  

Eurozone and US PMIs US 10-year Treasury yield (%) 
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What to watch next week 

  

  

  

Source: Bloomberg, Refinitiv 
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A forgettable week for stock exchanges as Treasury 

yield's increase continued as the Fed left markets 

alone 

European and US stock markets seem to have closed a forgettable week, the 

different markets stood between a stagnation and small drop on Friday 

afternoon. After the previous week’s significant rise, markets first waited 

for the Fed's latest decision on Wednesday. When it turned out that the Fed 

Open Market Committee did not announce any policy steps or concerns regarding 

the recent rise in long-term yields, the increase in US and major European 

government bond yields continued. This tendency already influenced emerging 

market capital flows and bond yields, which forced the central banks of 

Brazil, Turkey, and lately Russia to increase their key rates. Meanwhile, the 

fiasco regarding the AstraZeneca vaccine’s risk, and the weaker-than-expected 

US February real economy data were also negative news. In the risk-off 

environment, the dollar strengthened, while oil prices fell substantially.  

Pandemic situation: improvement in the USA, mixed data from Western 

Europe, and continuing outbreak in most of Central and Eastern Europe 

The number of daily new cases and covid-related deaths continue to decline in the USA. The UK, Spain, 

Portugal, and Ireland enjoy relatively low infection rates, while an increase of daily new case counts 

can be seen in Germany, France, and Italy. A steady rise of infection rates can be observed in the rest 

of the Western Europe as well. The CEE region is still suffering from a strong covid infection wave, 

nearly every country in the region reports an alarming rise in covid statistics. Growing daily new case 

counts are reported from Turkey, India, and Japan as well. 

The most vaccinated country in the world is still Israel, where 60% of the population received at least 

one dose, and 50% is fully vaccinated. The UK administered 37% of its population at least one dose, 

while the same number varies from 7% to 11.5% for the rest of Western European countries. In the 

CEE region, Serbia and Hungary take the lead, where 18% and 14% of the population received at least 

one dose, respectively. 12% of the Serbian population is considered fully vaccinated, while the same 

statistic varies from 1% to 4% for other European countries. 11% of the US population is fully 

vaccinated, and about twice as many received at least one dose in the country. 

Both European and US indices broadly stagnated in weekly comparison 

by Friday afternoon 

In Europe, the STOXX600 stood at -0.2% on Friday afternoon. Individual country 

indices grew to different degrees: DAX: 0.6%, -CAC40: 0.9%, FTSE100: -1.1%, 

FTSE MIB: -0.1%. The sectoral picture was very mixed, with less than half of  

sectoral indices increasing: auto+parts (5.0%), Health Care (1.5%) and Media 

(1.5%) leading, but the majority of indices in minus in week/week comparison: 

with oil and gas (-5.5%), basic resources (-3.6%), the champions of previous 

weeks leading the fall. 

In the USA, the S&P stood at -1.2% by Friday afternoon, the small-cap index 

Russell 2000 fell by 4.2%. Vene the best performing sectors could hardly grow 

oversees: consumer staples and telcon (both 0.3%), while most sectors 

weakened, in particular energy (-7.7%) followed by financials (-2.1%). 
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Financials were hit by the FED announcement on Friday that from March 31, 

banks will again have to count their Treasury bond and cash holdings towards 

their Supplementary Leverage Ratio. The FED exempted such holdings in the 

first wave of the pandemic to allow the financial system to absorb a massive 

injection of liquidity as it slashed interest rates and started buying bonds 

in huge volume.  
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Continuing rise in long-term Treasury yields in the USA and Germany. Oil prices 

stopped increasing. 

Long-term US Treasury yields have reached 1.75% by Thursday, as markets were 

not reassured by the Fed’s decision and communication over the potential 

inflationary effects of reopening and the risks of extreme policy stimulus 

in the USA. By Friday afternoon, yields slightly moderated to 1.72%, 10 bps 

above last Friday's, but today’s trade was negatively affected by the FED 

decision on tightening supervisory measures regarding bank’s Treasury 

holdings. The German 10Y Bund yield increased only trivially, primarily pulled 

by the US market, but Italy and Spain also experienced a few bps increase. 

Oil prices fell by around 9% in weekly comparison. Inflation concerns, which 

lifted Treasury yields, made the U.S. currency stronger, just as signs emerged 

of softer demand in Asia. In addition, crude oil’s plunge may be linked to 

some unwinding of long positions by commodity trading advisors as daily moves 

of more than 3% can trigger funds to quickly unload. Further to this, US 

weekly oil inventories exceeded expectations, and the gloomy outlook on global 

oil demand of the International Energy Agency did not help either. 

The Fed meeting did not bring anything new, Chinese data were strong 

as expected, major emerging markets' central banks started the 

tightening cycle 

In the United States, the FOMC let the base rate unchanged as expected, but 

what was less predictable is that it also kept the monthly asset purchases 

at the previous level of USD 120 bn, suggesting that given the outlook, 

policy-makers seem comfortable with the rise so far. The committee also 

released its new macro-economic projection. This shows that this year's strong 

economic growth will have only a transitory impact on inflation, which 

explains why most FOMC members still are not thinking about raising interest 

rates. Economic growth is now expected to be 6.5% this year (up from 4.2% in 

December’s forecasts) but forecasts for future years changed little. That 

additional economic activity translates into a slightly lower profile for the 

unemployment rate, with the median projection at 3.9% for end-2022 (4.2% 

previously) and 3.5% by end-2023 (from 3.7%). In terms of inflation, the 

forecast for end-2021 was raised to 2.4% for headline PCE (from 1.8%), both 

headline and core inflation rates are projected to drop back to 2.0% in 2022 

and rise only slightly to 2.1% in 2023. In the post-meeting press conference, 

Fed Chair Powell cited base effects and a combination of rebounding spending 

and supply bottlenecks as reasons why inflation would be temporarily higher 

this year. The median policy rate projection remained at near-zero through 

the end of 2023. Jerome Powell argued that it was too soon to discuss tapering 

asset purchases, underlining the commitment to wait for 'substantial further 

progress' towards the Fed’s goals. At the same time, the Fed signalled no 

intention of adjusting the programme to counter recent increases in longer-

term Treasury yields. Mr Powell repeated the line that while disorderly moves 

would be unwelcome, financial conditions are accommodative. The key question 

is whether the Fed's communication will be enough to reassure markets in 

terms of future inflation and financial conditions. 

Other incoming US macro data for the week were rather mixed but suggest a 

weakening recovery since January. Although the New York Fed manufacturing 
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index for March surprised to the upside, the falling February industrial 

production (-2.2% vs a consensus of 0.3% MoM) and retail sales (-3.0% vs a 

consensus of  -0.5% MoM), together with the weakening leading index (from 

0.5% to 0.2% MoM), and higher-than-expected weekly unemployment claims all 

suggest that after the strong rebound in January, the recovery weakened later 

on, and the newly adopted stimulus from the second half of March, is needed 

to help economic growth to strengthen again. 

January-February activity data for China came out very strong, but compared 

to expectations, the data were mixed. On the one hand, industrial production 

(35.1% vs 30%) and retail sales (33.8% vs. 32%) beat expectations while 

infrastructural investment was slightly weaker than expected (35% vs. 40%).  

As for Europe, the March ZEW business confidence data surprised on the upside 

for Germany (76.6 vs. 74) and also strengthened for the euro area (74.0, up 

from 69.6). Still this has more to do with good industrial outlook, while 

the service sector looks less promising. 

The increase in US yields has already started to put pressure on emerging 

markets. The Central Bank of Turkey raised its benchmark one-week repo rate 

by 200 bps to 19% on 18 March, surprising markets who expected a hike of 100. 

Policymakers decided to implement strong monetary tightening, considering the 

upside risks to inflation expectations, pricing behaviour, and the medium-

term inflation outlook associated with these developments. Annual inflation 

rose to 15.6% in February from 15.0% in January, the highest rate since July 

2019. This step was preceded by the Central Bank of Brazil, which also 

increased its key rate by 75 bps a day earlier. Finally, today the Central 

Bank of Russia also decided to raise the key rate by 25 bps, with a tightening 

bias. The primary explanation cited also higher-than-expected inflation, as 

well as inflationary risks. However, overall, we believe that central banks 

also acted to ease pressure on currencies and bond markets amidst the sharp 

increase in US long-term Treasury yields. 
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Sectoral performance in the USA and Europe 
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Performance of the regional stock indices 

 

This 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 
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FX forecast for the majors  

  

Regional macro forecast 

 

FX forecast for the OTP countries 
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This document was prepared on 22 March 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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