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The Fed’s FOMC meeting could be in the spotlight next 

week 

After this interesting week, when US inflation brought upside surprise again, 

and the ECB kept its fully dovish tone as broadly expected, the next one 

could equally be a market mover. However, a major difference is that instead 

of a series of important data, next week the Fed’s meeting seems to be the 

only major market mover. Still, some May macro data could be interesting from 

the USA and Europe. Although pandemic figures are reassuring in most 

countries, concerns increase in Europe with rising figures in the UK, 

Portugal, and Russia, while in South America it is Chile that causes fears. 

So it is still better to be cautious with the outlook. 

Concerning the euro area, the only important data seems to be industrial 

production, to be released on Monday. After a recovery from the first wave 

of covid lockdowns, the euro area's industrial production has been broadly 

stagnating since last October. Despite sky-high industrial confidence, and 

the fact that the second and third-wave lockdowns were avoided in the 

industrial section, global supply shortages (semiconductor production and 

transport capacity problems) weighed on activity. This has not changed in 

May, so whatever the May data will be it seems to be a safe bet to say that 

it will not bring a substantial upward drift. 

In the USA, all eyes will be on the Federal Open Market Committee’s meeting, 

which will conclude on Thursday. Overall, we do not expect the Fed to announce 

any new policy move, but there are a few interesting points to make. First, 

in principle, the Fed is in a difficult situation (out of the so-called divine 

coincidence), when inflation and real economy (in their case, employment 

data) point to different directions. While the Committee will communicate 

primarily that its full employment goal is still far from here, roughly 7.5 

million jobs are still missing compared to the pre-pandemic levels. At the 

same time, all indicators point to rising inflationary pressures, as implied 

by the May core inflation data published this week. The question is whether 

the FOMC will still refer to the rise in inflation as purely transitory. 

Still, a bunch of May real economy data (leading index, retail sales, and 

industrial production) will arrive from the USA, which will help to gauge 

whether the pace of recovery has weakened further, after a natural slowdown 

in April, as the stimulus checks expired.   

In China the May releases of key economic data (industrial production, retail 

sales and infrastructural investments) will be published on Wednesday. All 

these indicators suggested a gradual slowdown in April, as the demand-driven 

recovery from last year has slowed. PMIs for May also suggest clear expansion, 

but the pace of growth seems to have slowed. 

In the emerging world, watch Turkey, where the central bank's new governor, 

appointed in March by President Erdogan, could show his teeth at the next 

rate-setting meeting, after showing restraint already at two meetings in 

March and April by keeping interest rates at the previous level. His 

appointment was followed by a sharp (nearly 10%) lira weakening; later the 

USD/TRY stabilized around 8.2, but a new wave of more gradual weakening 

started in May, to reach a historic high value of 8.7. Meanwhile, inflation 

declined to 16.6% in May, from 17.1% in April, which might suggest that 
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prices' growth may have reached a peak. However, this level is still very 

far from the central bank’s 5% target. So the inflation data, together with 

the solid recovery (uninterrupted since Q2 2020 up to Q1 2020) suggest that 

any rate cut would be premature. Still, this latter cannot be ruled out, 

especially given the fact that Governor Kavcıoğlu was appointed this year to 

bring more stimulative policies.  
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Source: Refinitiv and Bloomberg 

What to watch next week 
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European and US stock markets stood in small weekly 

pluses after looking for clear directions in previous 

days, as Treasury yields fell, despite worse-than-

expected CPI data; oil prices grew to new record 

This was a very mixed week for stock markets: most of them moved up and down 

from one day to another; except for STOXX, which posted small increase every 

day. Still, several indices, like the S&P and the STOXX, DAX CAC40 reached 

new records, most indices likely end up in small pluses in weekly terms. The 

show of the week came with the US May CPI, which caused upside surprise again, 

in both the headline and the core figures. But, interestingly, after an 

initial disappointment, this brought rather relief for investors, as they 

concluded that the data was not as bad as to change the Fed’s assessment. 

Hence, finally long-term yields dropped. Data released during the week 

suggested that the recovery was on track, and pandemic figures were still 

improving almost everywhere, with few exceptions (UK and Russia in Europe; 

Chile in South America). 

Pandemic situation: still improvement or low rates of infections in 

most EU countries and the USA, but rates in the UK and Portugal 

increased again. Infections in India and Japan may have passed their 

peak. However, the Indian variant is spreading fast in some other 

Asian countries, and South America also posted disappointing figures. 

In the USA, the number of daily covid cases stagnated this week, while the 

rate of vaccination got slower. Daily new cases fell in Canada, where 63% of 

the population has received at least one dose of covid vaccine by now (the 

same as in Israel), but the fully vaccinated part of the population is only 

9%. Most South American countries suffered from high infection rates, 

including Chile, Argentina, Brazil, Colombia, and Paraguay. The UK and 

Portugal reported an increase in daily new cases, but the rest of Europe 

reported slowing infection rates. Russia showed an increase in daily new 

infections. Japan and India showed easing covid statistics, while Mongolia, 

Thailand, Malaysia, and Vietnam suffered an infection wave.  

The top countries with the highest percentage of the population who received 

at least one shot are the following: Israel (63%), Canada(63%), UK (60%), 

Chile(59%), Hungary (55%), USA (51%), UAE (51%), Finland (49%), Germany (46%), 

and Austria (45%). Countries with the highest fully vaccinated part of 

population are Israel (59%), Chile (45%), USA (42%), UK (42%) Hungary (41%), 

UAE(39%), Singapore(32%), and Serbia (32%). 

European and US indices edged somewhat higher in weekly terms by Friday 

afternoon 

In Europe, the STOXX 600 stood at 1.1% on Friday afternoon. Its individual 

country indices grew to different degrees: the DAX  fell by 0.1%, the CAC40 

grew by 1.3%, the FTSE100 upped 0.9%, and the FTSE MIB rose by 0.5%. Out of 

the STOXX's components, health care (4.3%), travel and leisure ( 2.6%) 

performed best, while banks (-1.2%), and basic resources (-0.8%) were the 

weakest. 
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In the USA, the S&P stood at 0.4% by Friday afternoon while the Russell 2000 

small-cap index increased by 1.6%. Health care (2.1%) and real estate (2.0%) 

posted the biggest increase, while financials (-2.6%) and industrials + 

materials (both -2.2%) were the weakest ones. 
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Long-term yields fell despite strong CPI data, oil picked up further as demand outlook 

improved 

Long-term Treasury/bond yields fell on both continents, in the US more 

pronounced (US -10 bps Germany -6 bps on 10Y tenor). The USD strengthened 

against the major currencies as recovery expectations improved more oversees. 

Oil prices headed for a third weekly gain around 1.0-1.5%, rising to fresh 

multi-year highs and on expectations of a recovery in fuel demand in the 

United States, Europe and China as rising vaccination rates lead to an easing 

of pandemic curbs. 

Another significant surprise in US inflation, ECB kept its fully dovish 

tone 

The show of the week was clearly May US inflation data, with 5.0% headline 

and 3.8% core rates, well above the expectations of 4.7% and 3.4%. The 

headline figure is at 13-year high, and the core figure is the highest in 28 

years. Similarly to the April data, a good part of that increase was driven 

by just four sectors, which were most directly affected by the pandemic, 

including used vehicles (+7.3% MoM), car rentals (+12.1%), airfares (+7.0%) 

and, to a lesser extent, hotel room rates (+0.4%). The 1.2% rise in apparel 

prices could also reflect the removal of restrictions on physical retail 

stores. Even excluding these four sectors, core prices would still have risen 

by 0.4% MoM last month, suggesting that the upward pressure on inflation is 

becoming more widespread.  This latter is also evident from reports on supply 

shortages in different survey measures. The data, especially together with 

weaker-than-expected employment figures, will put the Fed in a more difficult 

situation, particularly, if the current trends continue. Weekly unemployment 

figures were a mixed bag, with initial claims slightly exceeding forecasts, 

but continuing claims were lower by around 100,000 persons. The Michigan 

Consumer Sentiment Index increased to 86.40 points in June from 82.90 points 

in May. This not only reversed the previous decline, but the figure also bet 

the consensus (84 points) 

In the euro area, the most important news was the conclusion of the ECB’s 

rate setting meeting and the subsequent press conference. The European Central 

Bank's Governing Council did not announce any new decisions and its subsequent 

statement left the paragraph on monetary policy guidelines essentially 

unchanged. In the latter, it confirmed its commitment to keep PEPP purchases 

at a significantly higher pace than during the first months of the year. The 

ECB upgraded its GDP growth (2021: 4.6% from 4.0%, 2022: 4.7% from 4.0%, 2023 

unchanged at 2.1%) and inflation forecasts (2021: 1.9% from 1.5%, 2022: 1.5% 

from 1.2% (2023 unchanged at 1.4%). At the press conference following the 

rate decision, Christine Lagarde said it was too early and premature to taper 

asset purchases and that the eurozone's economy is in a very different phase 

of the business cycle than the USA. The third estimate of Q1 GDP showed that 

the contraction in the first quarter was half as big as previously reported, 

with the decline revised to 0.3% QoQ following some strong Irish and Greek 

numbers However, for Q2, the macro figures were mostly disappointing. First, 

both confidence indicators for June (Sentix and Zew) were lower than expected, 

even though they marked historic highs. In April, German industrial production 

and industrial orders fell, missing expectations of a small uptick, while 

exports were also weaker than projected. France's industrial production also 
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fell – the only positive surprise was Italy’s industrial production, which 

expanded by 1.8% MoM. Still, with the swift pace of vaccination and further 

reopening of the service sector, the outlook will improve. 

China's exports grew by 27.9% YoY in May, somewhat weakening compared to 

April, and short of expectations. 
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Sector performance in the USA and Europe 

 

Performance of selected and regional stock indices 
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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 14 June 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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