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Next week:  

 FOMC meeting, German elections, 

and business confidence indices 

from the USA and Europe will be 

in the spotlight 

This week: 

 Stock markets stood slightly in 

the red on Friday afternoon 

 US inflation came out a touch 

weaker than expected  

 Chinese retail sales slowed 

very sharp, additionally, fears 

over Evergrande dented the 

sentiment 

 Long-term yields moved up and 

the USD strengthened 

 Oil prices increased as demand 

concerns and tight supply still 

prevailed 
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FOMC meeting, German elections and business confidence 

indices from the US and Europe will be in the spotlight 

next week 

It is a safe bet to state that next week’s FOMC meeting will be the most closely followed event for 

investors since the latest meeting in July. Since then, stakes have been raised higher: while the July 

meeting was about 'waiting for a few more strong labour market data', but being confident that the 

increase in inflation is transitory, by now decision-makers may have easily fallen out from the divine 

coincidence, when output/employment and inflation considerations do not contradict each other. Now 

it seems that inflation problems could remain longer with us, and the spread of the virus seems not only 

to cause a shortfall in demand, but at the same time it also increases supply constraints. All this means 

that policy-makers cannot downplay the prospect of a stagflation episode. So overall, while now the 

consensus is that the Fed's tapering announcement will be postponed until at least December, it will be 

interesting to see how decision-makers respond to the problems mentioned above, at this point 

probably only in communication. Otherwise, September's Markit PMIs will give a cross-country picture 

on the damage in confidence after deteriorating pandemic figures. Finally, as Angela Merkel leaves 

politics, German elections could change the political setup in Europe in the medium term. 

In the USA, the key day will be Wednesday, when the results of the two-day 

FOMC meeting will be revealed. To recap: last time, in July, it was admitted 

that the US economy had already recovered visibly even in sectors that 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 the coming meetings'. Chair Powell also added at the press 

conference that he would have liked to see a few strong labour market figures, 

to be reassured. Although this information was not a clear promise for a 

tapering announcement, the market understood these as a likely announcement 

to occur in September, or even before, with some clues at Jerome Powell’s 

Jackson Hole speech. Since then however, things have become complicated. For 

one thing, the August non-farm payroll figure was particularly weak, and 

importantly sectors that needed to recover from the pandemic to the largest 

extent stopped improving. Second, data also indicated higher wages, and 

increasing labour market tightness, despite the gradual phase out of 

unemployment benefits. Answers in labour market surveys pointed to the fact 

that in key sectors people stayed off from work due to the fear of the Delta 

variant. All this meant that once the US economy more or less recovered in 

terms of output, the pandemic has started to weigh not only on labour demand, 

but also on labour supply. Add to these a pick-up in Dallas Fed’s trimmed 

mean inflation measure, and persistent global supply chain problems with 

elevated input costs. Although August CPI at the first sight was a touch 

better than foreseen (as the headline index dipped minorly down from peak, 

while the core rate fell by 0.3 ppts), it is not at all clear that under the 

current policy stance it will gradually converge towards the Fed’s 2% target. 

To sum it up, it will be particularly interesting to see what the FOMC's 

decision makers come up with (most likely only in communication), and whether 

they will stress demand or supply inflation concerns, or both. Additionally, 

a new macroeconomic projection will be released, including 2024. The growth 

outlook will likely weaken for the short term, while this and next year’s 

inflation projection will be likely raised in light of the new data. The key 

question is what the interest rate projection will contain: with seven 

officials already projecting at least one rate hike in 2022, it would only 
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take two additional officials to shift their dots to push the median 

projection for the first hike into 2022. 

Still in the USA, the September Markit PMIs and the August Conference Board 

leading indices will be published (all on Thursday). In particular, check 

whether the most recent business confidence indicators drop, after holding 

up relatively well up to August. They will also contain some useful 

information on the prevalence of input price pressures and supply chain 

problems. 

In the eurozone, confidence indices will be in the focus. Just like in the 

USA, Markit indices (due on Thursday) will be released, which hardly weakened 

until August, although consumer confidence (due on Wednesday), has started 

to fall more visibly. With its high vaccination rate, most notably among the 

elderly, so far, the region seems to have withstood the Delta wave better 

than the USA. Nevertheless, even without lockdowns, demand could weaken as 

people became more cautious.  

Finally, let us stress that the key event of next week in Europe will be a 

political one. Germany’s parliamentary election (on Sunday the 26th), could 

be a game changer for the euro area. After leading Germany and de facto the 

euro area for 16 years, Chancellor Merkel will hand over the wheel to either 

its right-wing party fellow Armin Laschet, or, more like to her opponent in 

the past month, the SPD's leading candidate Olaf Scholtz. We are far from 

being political experts, so it seems suffice to note that the outcome is not 

easy to predict as in either way there will be a coalition government. 

However, should SPD (which is now seems more likely, based on polls) win the 

elections, it will mean more pro-European attitude and higher fiscal spending 

– but also probably more confrontation with members states opposing 

centralization. If the outcome will not be clear enough, that will be bad 

news for markets. According to some analysists, given the outcome, it might 

take even longer than the five months which elapsed after the 2017 election 

to put a coalition agreement together. 

Sources: Refinitiv and Bloomberg 
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What to watch next week 
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Stock indices were in red by Friday afternoon, worries 

on Delta variant’s impact, slowdown in China also 

affected markets 

Stock markets in Europe and the USA started the week on a positive 

note, after several consecutive days of decline in the previous week. 

After ups and downs, most of the major stock indices in Western Europe 

were slightly in the red by Friday afternoon in weekly comparison. 

Cyclical sectors became the biggest winners during the week, with oil 

& gas and travel & leisure companies taking the lead. The basic 

resources sector became the biggest laggard in Europe in weekly 

comparison, as worries about China's slowing growth amid coronavirus-

related restrictions hit miners.  

In the USA, the S&P500 was on a course for a weekly decline, with the 

materials, utilities and industrial sectors falling the most, while 

energy and consumer discretionary sectors were in the positive 

territory in weekly comparison before Friday afternoon. The Delta 

variant's impact on economic reopening, the implications of elevated 

inflation, and slowdown in China, including the potential default of 

Evergrande were the main global worries affecting global equity 

markets. Today’s quarterly expiration of options and futures can also 

trigger volatility. 

Pandemic situation: The Delta wave seems to have stabilized in Western 

Europe and might have peaked in the USA. New outbreak in China. 

The infection wave in the US reached its peak, the daily new covid case counts 

started to decrease moderately. The daily covid death count is expected to 

follow the same trend within weeks. The infection rates continued to fall in 

Western Europe. A high vaccination rate allowed Denmark to lift nearly all 

domestic covid-related restrictions this week. Earlier this week, a quick 

jump of locally transmitted Delta cases was reported from the South-Eastern 

region of China. Travel hubs, schools were closed, and mass testing was also 

issued in higher risk areas. The infection wave is still growing in the CEE 

region. Serbia and Montenegro reported and alarmingly high jump in covid case 

counts, and it is still growing. Bulgaria has the highest daily covid-related 

death counts in the region. Moldova declared a state of health emergency, 

requiring a vaccination certificate or a negative PCR test result to visit 

mass events. Ukraine also announced the usage of vaccine passports. 
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European and US stocks stood again in small minuses by Friday 

afternoon 

European stocks slightly dropped; the STOXX 600 seems to close the week flat, 

with a tiny 0.1% decline (the third weekly fall in a row). The FTSE MIB seems 

to be the outlier among Western European stock indices with 0.9% gain, while 

the DAX lost 0.1%, the FTSE100 dropped 0.2%, and CAC40 fell 0.4%. Out of the 

STOXX components, the basic resources sector was the biggest laggard (-6.7%), 

otherwise sectors considered defensive turned out the weakest (personal goods 

and utilities: -1.9% each), but cyclical chemicals also plunged (-1.5%). At 

the same time, the oil & gas and travel & leisure sectors’ companies’ 

performance was outstanding (both +3.5%). 

In the USA, the S&P was slightly down (-0.1%), while the small-cap Russell 

2000 added 0.4%. Out of the S&P components, materials lost the most (-2.8%), 

with utilities (-2.2%) and industrials (-1.3%) in tow. The energy sector 

(+3.7%) seems to gain the most on weekly basis. 

Long-term yields moved higher in the USA and Europe, oil price edged up as demand 

concerns and tight supply still prevail, while the USD strengthened further 

The US long-term Treasury/bond yields climbed in weekly comparison, but 

European 10Y government bond yields grew more steeply (DE: +5.6bps, UK: 

+9.3bps, ES: +3.3bps). The latest UK CPI, along with the retail price index 

and PPI data released on Friday, disappointed markets, while the final August 

consumer price statistics in the euro area, released during the week, caused 

no surprise. 

Oil prices edged higher. The tight supply due to the aftermath of Hurricane 

Ida still prevails, while growth worries are also yet to ease. Precious metals 

also dropped, with palladium losing 6%. Industrial metals were mixed. The USD 

strengthened further against the major currencies as investors hesitated. 

US inflation a touch weaker than expected, Chinese retail sales slowed 

strongly 
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In the USA, August inflation came out at 5.3%, in line with the consensus, 

which means a minor decline compared to July (5.4%). However, core inflation 

was weaker than the consensus (4.0% vs. 4.2%) had thought, and this was a 

0.3 ppts decline compared to a month ago. The details suggest that some 

components (used vehicle, car rental, air fare prices) have reached their 

peak, or even started to decline, which suggests that reopening inflation had 

just run its course. Nevertheless, underlying inflation measures (e.g. short-

base trimmed mean inflation) show that broad-based price pressures are 

building up in the economy, driven by supply and labour shortages. There was 

a 0.4% MoM rise in industrial production in August, in line with the 

consensus, which lifted it back above its pre-pandemic peak. The 0.7% MoM 

rise in retail sales in August was much better than the consensus forecast 

for of 0.8% decline, but the breakdown was far less positive, as online and 

grocery store spending grew, which contrasts with stagnant spending at bars 

and restaurants. This suggests Delta fears are playing a key role. 

Furthermore, the July figure was revised substantially downwards (from -1.1% 

to -1.8%), which suggest that overall consumer spending was weaker than would 

seem at the first sight. 

Retail sales data for August from China brought substantial negative surprise, 

as the indicator slowed to 2% YoY, from 8.5% in July (consensus 7.0%). This 

was the weakest rise in retail sales since August 2020, as sales weakened 

during COVID-19 outbreaks in some regions. Industrial production also 

weakened more than expected, but by a much smaller margin (from 6.4% to 5.3%, 

consensus 5.8%).  It was only fixed asset investment, among the released data 

that was in line with expectations (8.9% vs. 9.0%), although this also slowed 

visibly from July (10.3%). All these figures suggest that covid outbreaks and 

supply chain problems have weighed more than expected on an already slowing 

economy. 

In the euro area, industrial output rose by 1.5% MoM in July 2021, recovering 

from two consecutive periods of contraction and beating market expectations 

of 0.6% growth. Solid increases were seen in the production of non-durable 

consumer goods (3.5%), capital goods (2.7%), durable consumer goods (0.6%), 

and intermediate goods (0.4%). Meanwhile, energy output dropped for a third 

month in a row (-0.6%). 
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Sector performance in the USA and Europe 

 

Data updated at 16:00 (CEST) 

Performance of selected and regional stock indices 

 

 Data updated at 16:00 (CEST) 

Sector
Bloomberg 

ticker

Last 

price

1 week 

change 

(%)

YTD 

(%)
Sector

Bloomber

g ticker

Last 

price

1 week 

change 

(%)

YTD 

(%)

S&P500 SPX Index 4455,2 -0,1 18,6 Stoxx 600 SXXP Index 465,7 -0,1 16,7

IT S5INFT Index 2742,6 -0,1 19,7 Health care SXDP Index 1004,8 -0,3 14,3

Health care S5HLTH Index 1538,7 -0,7 16,2 Industrial goods & services SXNP Index 783,3 0,8 24,5

Financials S5FINL Index 625,1 0,3 27,5 Banks SX7P Index 138,0 2,5 27,5

Telco S5TELS Index 281,6 -0,6 26,9 Personal & households goods SXQP Index 1023,1 -1,9 9,7

Consumer discretionary S5COND Index 1479,0 1,2 13,5 Insurance SXIP Index 305,0 -0,1 9,2

Industrials S5INDU Index 848,2 -1,3 13,2 Food and beverages SX3P Index 790,7 0,0 10,6

Consumer staples S5CONS Index 740,6 -0,6 6,4 Technology SX8P Index 812,9 -0,3 34,7

Utilities S5UTIL Index 338,4 -2,2 6,1 Utilities SX6P Index 376,9 -1,9 -1,9

Energy S5ENRS Index 370,7 3,7 29,6 Oil & gas SXEP Index 260,0 3,5 10,0

Real estate S5RLST Index 292,8 0,1 28,5 Chemicals SX4P Index 1285,2 -1,5 15,4

Materials S5MATR Index 511,0 -2,8 12,1 Construction & materials SXOP Index 611,4 -0,5 24,1

Source: Bloomberg Telco SXKP Index 233,5 -0,4 13,5

Retail SXRP Index 455,5 -0,5 15,0

Financial services SXFP Index 722,3 -0,2 19,1

Basic resources SXPP Index 551,9 -6,7 10,5

Real estate SX86P Index 190,8 0,5 11,7

Auto  & parts SXAP Index 619,0 0,8 17,4

Media SXMP Index 360,1 0,2 27,2

Travel & leisure SXTP Index 264,7 3,5 18,0

Source: Bloomberg

Performance of US sectors Performance of Europe's sectors

Country Index 
Last 

Price

1M 

change 

(%)

3M 

change 

(%)

6M 

change 

(%)

12M 

change 

(%)

P/E* P/B P/S
ROE 

(%)

Current 

Ratio

Debt to 

equity 

(%)

Change in EPS 

growth in the 

last 4 week 

(%)

Change in EPS 

growth in the 

last 3 month (%)

USA SPX Index 4447 0,0 5,3 11,9 32,5 26,6 4,6 3,1 17,2 1,4 117,6 1,6 7,6

Europe SXXP Index 463 -2,2 0,8 9,0 24,8 24,0 2,1 1,6 11,0 1,1 176,6 0,0 8,9

Germany DAX Index 15509 -2,6 -1,4 6,3 17,4 17,7 1,8 1,1 11,1 1,1 119,5 -1,5 7,0

France CAC Index 6588 -3,4 -1,2 8,8 30,7 22,7 1,9 1,4 8,4 1,1 207,5 -0,5 14,8

Poland WIG20 Index 2326 1,1 5,2 20,0 33,3 19,7 1,4 1,1 6,9 1,2 55,1 -0,8 11,6

Czechia PX Index 1305 1,7 11,2 20,6 47,7 22,7 1,6 1,9 7,1 1,0 159,4 0,0 10,0

Hungary BUX Index 52328 1,4 7,2 20,3 54,4 9,7 1,2 1,0 13,4 1,1 58,3 177,0 18,7

Romania BET Index 12318 1,6 5,7 13,9 33,7 12,4 1,2 1,6 9,9 1,4 32,2 72,0 4,5

Bulgaria SOFIX Index 556 -2,7 1,0 12,7 29,5 19,6 0,6 0,8 2,8 2,9 36,7

Russia IMOEX Index 4020 2,0 5,3 14,6 35,3 9,2 1,2 1,3 12,9 1,5 69,6 20,9 13,0

Ukraine PFTS Index 526 0,0 -0,9 1,8 5,2 5,5 0,5 30,1

Slovenia SBITOP Index 1163 -2,9 1,4 17,2 38,5 8,2 1,0 0,6 12,4 1,7 31,2

Croatia CRO Index 1969 -0,2 -1,4 5,6 22,2 31,3 1,2 1,2 4,1 1,4 48,4

Serbia BELEX15 Index 798 -1,6 2,4 5,1 15,7 13,8 0,7 0,7 5,0 1,6 19,9

Montenegro MNSE10 Index 776 -0,4 0,0 4,8 19,2 531,8 0,3 1,0 -0,3 2,2 14,3

*Price to earnings (P/E) ratio is calculated with the 12M trailing EPS in the denominator.

***Some of the country indices could be  sector heavy (only a handful industry comprise the majority of the indices), 

***therefore direct comparison of valuation metrics alone could be misleading.

Name Performance Valuation*** Fundamentals
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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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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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