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Next week:  

 US labour market data and 

eurozone CPI from August could 

be in the spotlight 

This week: 

 Stock markets stood in small 

pluses by Friday afternoon 

 Chair Powell did not backtrack 

in Jackson Hole from starting 

to taper this year  

 Incoming business confidence 

indicators slightly 

disappointed, US core PCE might 

reached its peak 

 Oil prices, and Treasury yields 

picked up after last week’s 

fall, the USD weakened 
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US labour market data and eurozone CPI data from August 

could be in the spotlight next week 

Fed Chair Jerome Powell’s speech set the tone for next week, when the August batch of labour market 

figures will be released. In particular, watch out for non-farm payroll figures, which posted around 

940,000 employment growth both in June and July, indicating a healthy rebound for the labour market. 

Although employment is still roughly 5 million short of the pre-pandemic level, given the decline in 

participation, unemployment fell to 5.4%, getting closer to the neutral rate. If this was not enough, the 

minutes from the latest Fed meeting suggested that the majority of FOMC members felt already in July 

that tapering should be started already this year. However, the actual announcement and pace will 

largely depend on incoming data, out of which the August employment report could be crucial. In 

Europe, the August CPI data will be published, which is as a baseline less crucial, given the low level of 

core inflation. Furthermore August confidence indicators, and July retail sales could trigger some 

interest. China's August PMIs could be crucial to see the extent of further slowdown after July. 

Unfortunately, pandemic news is still worth checking. 

In the USA, the key day will be Friday, when the August batch of labour market 

data will be released. Given that the Fed focuses primarily on the non-farm 

payroll figures to assess the extent of the recovery, it is hard to overstate 

next Friday’s data release. In June and July these figures grew by around a 

decent 940,000 in each month, well above the values of the previous periods. 

Unemployment fell to 5.4%, which is still almost 2 ppts away from the pre-

pandemic level, but given that the Fed should look forwards, it is hard to 

argue that it should wait with all tightening steps, before unemployment 

returns to pre-pandemic rate.  After the data release, several FOMC members 

indicated that if things continue as in June and July, the Fed should start 

tapering sooner rather than later. Last week’s Fed minutes raised the stakes 

by indicating that the majority of decision makers thought that tapering 

should already start this year, and today’s Powell Jackson Hole speech 

disclosed similar information. However, things are not as simple as they seem 

at the first sight. Even if the majority of decision makers agreed on tapering 

this year, the quick surge in the Delta variant, and the fact that US inflation 

finally reached its peak could overhaul this picture. Still in the USA, ISM 

PMIs, the Conference Board’s consumer confidence index (all for August), and 

some July real economy data (housing plus factory orders), could be of 

interest. 

The most interesting releases from the eurozone will be the August CPI 

figures, even if they will hardly affect the ECB's policy for its September 

meeting. July reading of these figures stood at 2.2% and 0.7% for headline 

and core HICP, which indicated a 0.3 ppts increase for headline CPI, but core 

inflation edged down 0.2 ppts. The drop in the core rate was due to base 

effects related to the unusual timing of clothing sales last July, 

particularly in France and Italy. On its own, this knocked 0.2%-points off 

euro-zone headline inflation, which will be reversed in August. Still, core 

inflation seems to be quite far from the 2%, by now symmetrical target of 

the ECB. Retail sales for July could also trigger some interest. These data 

showed a decent upward trend in May-June, and the question is whether this 

continued for the start of Q3. Finally, the August Economic Sentiment Index 

of the European Commission is also worth taking note of; it posted 

uninterrupted rise until July, when reaching an all-time high of 119 points. 

However, in light of this week’s PMIs, probably this trend has started to 

reverse. 
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PMIs from China (both NBS and Caixin), will help to see whether the economic 

slowdown in July has continued in August.  In July, manufacturing PMIs (both 

NBS and Caixin) weakened for several months in a row, while services PMIs 

were more mixed; but they also showed weakening tendency, if compared to Q2. 
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Sources: Refinitiv and Bloomberg 

What to watch next week 

 

  

US labour market data 

 

Euro area inflation measures (YoY, %) 
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Stock markets stood higher by Friday afternoon, as 

Jerome Powell's speech did to backtrack from tapering 

to start this year 

Stock markets stood higher in weekly comparison by Friday afternoon, 

erasing last week’s losses, as FDA’s full approval of Pfizer vaccine, 

made several investors expect that mandatory vaccination will pick up, 

which could help to get over the pandemic. Furthermore, China seemed 

to handle the new covid wave well, which also added to optimism. 

However, incoming macro indicators (most notably PMIs for August), 

turned out weaker than expected. Still, stock markets grew slightly 

on the first three days of the week, to decline somewhat on Thursday 

as investor became more cautious after the weak German GFK consumer 

sentiment data. Friday started with renewed moderate optimism ahead 

of Chair Powell’s Jackson Hole speech. As Powell delivered a carefully 

balanced presentation, on the one hand promising support for maximum 

employment as much as needed, but also not backtracking from the start 

of tapering this year, each investor could read from it what she 

wanted. Overall markets seem to have reacted by small increases by 

Friday afternoon.  

Pandemic situation: The Delta variant continues its surge in most 

countries, but China could break the new wave so far  

The number of daily new cases is still growing in the USA, putting stress on 

the healthcare system in several states. Some areas in the country made 

vaccination mandatory in schools, nursery homes, and hospitals. Since the FDA 

fully approved the Pfizer vaccine, more cities and institutions will likely 

follow this protocol. 

Due to the zero covid policy, new covid cases are declining in China. The 

country starts to lift restrictions, easing several city-wide lockdowns, and 

reopening airports. 

Most countries in Southeast Asia are still battling with the covid wave, 

Malaysia is currently the epicentre of the outbreak. Fortunately, declining 

infection rates are being reported from Indonesia, the country will let 

export-oriented industrial companies operate without restrictions. Thailand 

also plans to ease restrictions in the future. 

Australia reported record high daily covid cases, New Zealand extended the 

lockdown in most areas. 

Spain and France reported falling daily covid case counts, but numbers are 

growing in Germany and the UK. The Delta variant also started to increase 

numbers in the CEE region. 

European and US stocks were in weekly small pluses by Friday afternoon 

European stocks posted small gains almost every day of the week except 

Thursday, and Stoxx 600 seems to close the week in +0.6%. Dax and FTSE MIB 

were the weakest spots, increasing by a meagre 0.2%, the former was pulled 
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down by weak business and consumer confidence data. Both, CAC40 and FTSE 100 

grew by 0.7 and 0.8%, respectively. Out of the Stoxx components, cyclical 

sectors, like basic resources (4.3%), travel&leisure (3.4%) and oil and gas 

(3.5%) increasing the most, while defensive utilities (-2.9%) and health care 

(-1.4%) turning out as weakest. 

In the US, major stocks increased somewhat more than in Europe: S&P 1.3%, 

Russel 2000 3.7%. Out of the S&P components, energy (7.3%) and financials 

(2.9%) turned out the best performing, while utilities (-1.9%) and consumer 

staple (-1.4%) were the weakest. 

Long-term yields increased, the USD weakened, and commodity prices jumped, 

correcting last week’s performance  

The US Long-term Treasury/bond yields increased by 7 bps by Friday afternoon, 

as what Powell said was already priced in the yield curve. The USD weakened 

against major currencies in the risk on mode, while . oil prices and also 

other commodities edged up dynamically, with Brent exceeding USD 70 again.  

August business confidence indices slightly disappointed, MoM Core PCE 

weakened 
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In the euro area, the Markit PMIs disappointed somewhat compared to the 

consensus, although in the case of the services sector this meant practically 

stagnation (August: 59.7, July 59.8), the indicator still missed the 

consensus. In the manufacturing sector, the decline was more obvious (August: 

61.5, July 62.8, consensus 62.9). Input shortages remained a constraint on 

activity, the supplier delivery times index showed that delivery times are 

still rising at nearly record pace. At the national level, growth in Germany 
and France slowed while accelerated elsewhere to the fastest rate in 21 years. 

That might be because southern economies have benefited more from the return 

of tourists, even if the summer holiday season is nothing like those seen 

before the pandemic. Meanwhile, the price indices of the PMI surveys suggest 

that inflationary pressures may have peaked. Continuing the weaker-than-

expected data series, Germany's IFO fell by a larger margin, below 100 points. 

More worryingly, the expectation component fell sharper, to 96.5 points. 

Eurozone business confidence also weakened to -5.3 points, from -4.4 points, 

whereas the consensus expected stagnation. All these suggest that with the 

deterioration of pandemic figures, businesses and consumers is getting more 

cautious, although the current indicator levels could still be considered as 

high in historical comparison. 

In the USA, the service sector PMI weakened more significantly than in Europe 

(to 55.2 from 59.9, consensus: 59.4), and it seems that the worse pandemic 

figures are already taking toll on domestic business sentiment. The 

manufacturing component also disappointed (decline to 61.2 from 63.4 points, 

consensus: 63.1 points). In the meantime, the 0.1% MoM fall in durable goods 

orders in July was entirely due to a plunge in the volatile commercial 

aircraft component. The underlying details suggest that growth in business 

equipment investment will slow in the third quarter but remain strong by past 

standards. Core PCE prices increased by a more modest 0.3% MoM in July (June 

0.5%, revised up by 0.1 ppt), but the annual rate of core PCE inflation 

remained unchanged at 3.6%, leaving it well above the Fed’s 2% target. 
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Sector performance in the USA and Europe

 

Data updated at 16:45 (CEST) 

Performance of selected and regional stock indices 

 

 Data updated at 16:45 (CEST) 
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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 30 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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