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Next week:  

 July labour market data from 

the USA and monthly business 

cycle indicators from both 

sides of the Atlantic could be 

in the spotlight  

This week: 

 While earnings reports caused 

upside surprises, stock markets 

lacked a single direction 

during the week 

 The Fed made a cautious 

communication step toward 

tapering, but the market 

reaction was rather bullish as 

long-term yields dropped and 

the USD weakened 

 Q2 growth figures were positive 

in Europe, but US GDP 

disappointed 

 Oil prices increased on tight 

supply 
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July labour market data from the USA and monthly 

business cycle indicators from both sides of the 

Atlantic could be in the spotlight next week 

After this super-interesting week, when the Fed made a cautious communication step towards tapering 

assets purchases, but the weaker-than-expected US GDP made investors bullish, the next one will be 

somewhat more silent. Still, it is far from being negligible, in particular as July US labour market data 

will arrive. Non-farm payrolls keep the eyes focused, as Fed Chair Powell stressed this week that the 

Fed would need a few strong labour market figures to start seriously thinking about tapering. Data 

from Europe will be somewhat less crucial, with June retail sales data for the euro area, as well as 

industrial indicators from Italy, Germany, and France. Unfortunately, the developments of the 

pandemic still need to be followed. 

The most interesting part of the week will be on Friday, when the July reading 

of US labour market figures will be released. Last month, non-farm payrolls 

expanded by 850,000 jobs, beating analysts' consensus by a large margin, and 

it was a relief after two months of disappointing figures. The acceleration 

in employment growth was driven by the sectors most closely affected by the 

continued return to normal functioning, with retail employment up by 67,000, 

and the leisure & hospitality sector adding 343,000 jobs. That said, the 2.2 

million shortfall in the latter from pre-pandemic levels was still 

disappointing when spending at bars & restaurants has already rebounded nearly 

to its previous peak. Given the slight fall in weekly hours, the data might 

have indicated the weakening of supply constraints on the labour market, 

although one month of data is surely not a trend. What is clear, however, is 

that the Fed will closely watch these figures as Chair Powell indicated at 

the latest press conference that he would like to see some strong labour 

market figures before starting to think about tapering. The consensus suggests 

that July data will deliver this with a 900,000 forecasted figure for the 

month. 

In the eurozone, June retail sales data (due on Wednesday) lacked a clear 

direction up to May (one month up, another down). However, sales were already 

somewhat above pre-pandemic levels in that month and economies were opening 

massively in June, although this was most relevant for the services sector, 

which is not included in retail sales. Next day, German industrial orders for 

June and French industrial production data will be published, followed by 

German and Italian industrial production data on Friday. In the latter case, 

the key question is the extent of supply bottlenecks that are biting 

industrial sectors.  

China will release Caixin PMI-s for July, after this week’s official (NBS) 

data. These latter are yet to be seen, as they will be published on Saturday. 

The UK will have the next rate setting meeting, where decision makers will 

have to balance between strengthening inflation (although the 2.5% June figure 

is way below the US data), and a still weak economy.  
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Sources: Refinitiv and Bloomberg 

What to watch next week 

 

  

Eurozone monthly indicators (2019dec=100)  

 

US labour market indicators  
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While earnings reports caused upside surprises, 

Europe's Q2 growth figures were also positive, stock 

markets lacked a single direction this week as the Fed 

made a very cautious communication step 

This was a very data-heavy week: beyond Q2 earning reports from US and 

European giants, the macro calendar was also very intense: The Fed 

held rate-setting meeting, Q2 GDPs were released in the eurozone and 

the USA, the former also published inflation data for July. In the 

earning reports, most data beat analysts' expectations (Apple, 

Alphabet, Microsoft, Tesla, Facebook, Pfizer, Louis Vuitton, 

Caterpillar, just to name a few). Further to this, European macro data 

were generally favourable (upside surprise in GDP, downside in core 

inflation), but all these were not enough to push markets into clearly 

positive territory: some indices rose, others declined in weekly 

comparison. Although the Fed slightly changed its communication tone 

toward a cautious hint at discussing tapering, the weaker-than-

expected US GDP data persuaded investors that this could be farther 

away than initially thought, hence long-term yields fell, and the USD 

weakened. 

Pandemic situation: Falling cases in the UK despite looser 

restrictions gives some hope for highly vaccinated countries, but 

several government re-imposed restrictions 

Last week covid cases surged in the USA, which introduced several new policies 

to battle the new wave. These included: requiring federal workers to vaccinate 

with paid time off, or submitting strict screening protocols; giving out USD 

100 prizes to people who decide to get vaccinated; and establishing 'pop-up 

vaccination clinics' in school districts. 

The Delta variant caused a new infection wave in Western Europe, but some 

countries past their peak. Cases continued to fall in the UK, the country 

scrapped quarantine for fully-vaccinated visitors from the EU and the US. 

Falling cases despite looser restriction imply the possibility that the 

country reached herd immunity. Netherlands also eased travelling restrictions 

due to falling infection rates, while maintained internal covid policies. 

Portugal also enjoyed a decline in daily cases and lifted night-time curfews 

due to the accelerating vaccinations. Cases soared in France, the country 

will extend its health pass policy to restaurants and internal travelling in 

early August. Germany also faced rising covid figures, therefore implemented 

strict coronavirus testing for incoming, unvaccinated travellers. 

Reports from the CEE region showed signs of a new covid wave, but compared 

to the Western regions of Europe, the level of infection rates was 

considerably lower. 

Japan registered record high case counts and expanded the state of emergency 

to further regions. Israel now offers a third booster shot to its residents 

above 60. The lockdown was extended in Sydney, officials requested help from 

the military to enforce restrictions.  
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European and US stock indices stood mixed by Friday afternoon 

In Europe, the Stoxx600 increased minorly by 0.3%, however individual country 

indices performed very mixed, mostly reflecting differences in Q2 GDP 

surprises. The DAX fell by 0.6%, while CAC40 and FTSE MIB could grow by 0.9% 

and 1.3%, respectively, the FTSE100 by 0.2%. In sectoral terms, given the 

overperformance of commodities, basic resources (4.4%) and oil and gas (1.9%) 

performed the best, while retail plus personal & households goods (both -

1.2%), were the weakest. 

In the USA, the S&P500 was down by 0.2% on Friday afternoon, in a weekly 

comparison, but the Russell 2000 small-cap increased by 1.4%. Out of the 

S&P's components, similarly to Europe, materials (3.1%) and energy (2.6%) 

were the best performers, while consumer discretionary (-1.9%) and IT (-0.9%) 

fell the most. 

Long-term yields fell further on account of weak US GDP data and concerns over the 

pandemic, the USD weakened, but oil prices could gain momentum 

Long-term Treasury/bond yields fell the USA and Germany (around -4 and -3 

bps, respectively), but Italian and Spanish yields could moderately increase 

after the positive surprises of their GDP data. The dollar fell against most 

currencies, it languished near a one-month low and was set for its worst 

weekly performance since May as dovish remarks by the Fed Chair Powell, 

together with underwhelming economic data, took the steam out of a month-

long rally. Meanwhile, Brent and WTI futures were set for gains of around 3% 

for the week, over signs of tight crude supplies and strong fuel demand in 

the USA, the world’s biggest oil consumer. Both the American Petroleum 

Institute and the U.S. Energy Information Administration reported a draw in 

U.S. crude oil supplies, with crude stocks at their lowest since January 

2020. 

The Fed made a cautious step toward communicating tapering, but Q2 GDP 

disappointed. Eurozone GDP caused positive surprise, but core 

inflation remained very muted. 

The euro area released a batch of data. The most notable day was Friday, when 

we learned that Q2 quarterly GDP growth rate was significantly stronger than 

expected (2.0% vs a consensus of 1.5%). Still, this data leaves the eurozone 

economy roughly 3% below pre-pandemic levels, unlike the USA, which reached 

its pre-pandemic strength. Regarding the upside surprise, it was Italian 

(2.7% vs. 1.4% QoQ), Spanish (2.8% vs. 2.2% QoQ) and Portuguese GDP (4.9%), 

which brough significant upside surprises, France was broadly in line with 

expectations (0.9% vs. 0.8%), while Germany disappointed (1.5% vs 2.0%). 

Right now, no detailed data are available for most countries, hence we can 

only estimate what has happened. While southern countries' growth may have 

benefited from the better-than-expected tourist season, Germany was likely 

held back by chip shortages. Meanwhile, July eurozone inflation rate edged 

up to 2.2% from 1.9% in June, driven by energy and food inflation, but core 

inflation even declined to 0.7% from 0.9%. Meanwhile, the June unemployment 

rate fell more than expected (7.7% vs. 7.9%), so overall the macro news were 

mostly positive for the continent. 
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In the USA, the Fed set the tone on Wednesday evening, by admitting that the 

economy has recovered visibly even in sectors where the pandemic hit hardest. 

However, the FOMC also added that 'the economy has made progress toward these 

goals, and the Committee will continue to assess progress in coming meetings'. 

This can mean lot of things, and markets were also not really thinking that 

tapering is coming soon, given that while stock markets fell and the USD 

strengthened before the meeting, this tendency soon reverted. Chair Powell 

also added at the press conference that he would like to see a few strong 

labour market figures to be reassured. The advanced estimate of Q2 GDP data, 

at 6.5% annualized QoQ, was significantly below the consensus, the negative 

surprise was driven by government spending, and weak residential investment. 

Further to this, June consumer spending rebounded (1.0% vs. a consensus of 

0.7%), but this data was already in the disappointing GDP estimate. Core PCE 

data was weaker MoM than the consensus (0.4% vs. 0.6%), the weakest reading 

in three months. The YoY core PCE price index shot up to 3.4%, but it is well 

below core inflation (4.5%). So overall, incoming data after the FED meeting 

will unlikely push the FED toward more hawkish tone. 
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Sector performance in the USA and Europe 

 

Data updated at 16:00 (CEST) 

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 OTP countries 
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This document was prepared on 02 August 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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