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Next week:  

 The new covid variant, US job 

market report and euro area 

CPI for November could be in 

the spotlight 

This week: 

 The new covid variant caused 

market turmoil on Friday, amid 

increasing fears of persistent 

inflation and a speed-up of FED 

tapering leading to sizable 

weekly losses 

 Long-term yields edged down, 

and the USD gained further 

momentum 

 Oil fell on virus fears, but 

natural gas prices in Europe 

moved upward. 

Market summary table 
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The new covid variant, US job market report and euro 

area CPI for November could be in the spotlight next 

week 

After this relatively silent week in terms of macro data, and with 

the practical end of the Q3 earnings season, we could have turned 

to key macro data from November. However, life has overwritten 

expectations. The new Covid variant, so far named B.1.1.529 

completely overhauled the picture. Markets reacted by a sizable 

fall on Friday, yields have nosedived, as the WHO started an 

emergency meeting over the new virus strain, which could wreak 

havoc with its significant mutations. While it is too early to tell 

how serious the situation is, markets seem to price the risk of a 

new significant wave as if the new strain is very contagious and 

could circumvent vaccine defence. If this would be the case, all 

talk about FED tapering and inflation fears will change completely. 

However it is yet to be seen how serious the problem is. Therefore 

next week, the primary focus will shift to news about the new 

variant. 

As regards macro data, in the USA, the primary focus will be on the 

job report, where non-farm payrolls are expected to have gained 

more than 500,000, while unemployment may have edged slightly 

further downwards. However, since unemployment is getting closer 

to pre-pandemic lows, and there is no sizable increase in labour 

force, further employment gains will accelerate wage growth even 

more. Given this week’s 4.1% YoY growth in core PCE (the highest 

since 1991), the Fed could realistically speed up tapering at its 

December meeting. In the euro area, there is less at stake. Although 

inflation probably edged up further in November, underlying 

inflation indicators point to a much more muted price growth than 

in the USA. In Europe, the focus probably will be more on the 

pandemic situation, and on whether Germany follows Austria on the 

road to lockdown.  

A new stain of covid-19, called B.1.1.529, was detected in South 

Africa, where according to some experts it already caused 90% of 

recent daily infections. The variant, which contain 32 mutations 

to the original Vuhan virus could be a sad game changer. The risk 

is that the new version is more contagious than the delta, what is 

more, it could possibly circumvent the immune defence system after 

vaccination. These sad news have not been confirmed yet, and 

probably it takes even more weeks to know for sure the situation, 

however, it seems clear, that from now on, news on the new variant 

will dominate market movements, until these issues are known for 

sure. Markets already have started to price a fairly negative 
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scenario. Today’s only good news seems to be that BioNTech stated, 

it could develop a new vaccine, within 100 days. 

In the USA the key data will be out on Friday, when the November 

employment report will be released. As usual, we could have some 

initial guess on non-farm payrolls based on the ADP employment 

report (on Wednesday), but this latter statistic recently has been 

a relatively poor guide. In October, non-farm payrolls expanded by 

531,000 and the September figure was also revised upwards to 312,000 

(from 194,000). The data suggested a moderately rebounding economy 

from the initial Delta wave, but despite easing virus concerns, 

there was no sign of a pick-up in labour supply. There was a 164,000 

rise in payrolls in leisure and hospitality last month, as the 

Delta wave of infections eased. There were also big gains elsewhere, 

with professional and business services employment up by 100,000, 

transportation and warehousing jobs up 54,000, and manufacturing 

payrolls increasing by 60,000, including a 22,000 gain in the motor 

vehicle sector, despite ongoing input shortages. However, the 

labour force rose by a muted 104,000 last month (it is still 3 

million short of end-2019 level), which fell well short of 

population growth. However, given that household measure of 

employment rose by 359,000, the unemployment rate fell to 4.6% from 

4.8%. As for November, high-frequency data suggest that the leisure 

and hospitability sectors' employment growth seems to peter out, 

while manufacturing employment may have been boosted by reopening 

of automaker plants. The market expects the November figure to be 

close to the October one, but the general point is that with an 

unemployment rate getting closer to 4-4.5%, any sizable job growth 

is hard to imagine without more significant labour force growth. 

In the meantime, with the tight labour market, wage growth could 

have strengthened further. The consensus is 5%, which is already 

way too high, especially, taking into account the fact that low 

wage sectors have been expanding and there was a falling 

productivity in Q3. Should there be an upside surprise it could 

move markets sharply. In addition to the job report, several other 

important data releases and events will occur. Fed Chair Jerome 

Powell will have his regular hearing at the Senate, just as Treasury 

Secretary Yellen. Additionally, the November reading of consumer 

confidence and ISM non-manufacturing index will be released, plus 

the Fed’s Beige Book could be also interesting. 

In the euro area, November CPIs should be followed most closely, 

which will be out on Tuesday. There was an increase in headline 

inflation from 3.4% in September to a higher-than-expected 4.1% in 

October, driven by both energy and core inflation. However, while 

recent moves in energy prices pushed the energy inflation rate up 

to 23.5%, its highest level since the start of the euro area, core 
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inflation only rose from 1.9% to 2.1%. Furthermore, other 

underlying inflation indicators, like the median CPI or trimmed 

CPI, also point to an inflation rate clearly below 2%. In this 

sense, while the headline inflation is unusually high (it stood at 

a similar level only in July 2008), there are good reasons to 

believe that the higher level will be much more short-lived than 

in the USA. In addition to a moderate level of underlying inflation, 

the labour market is also much less tight than in the USA, while 

the Phillips curve is said to be less responsive to excess demand 

in the economy. Germany's retail sales for October (due on 

Wednesday), just like France's industrial production could be also 

market movers, as these will be the first hard real economy data 

for large economies of the euro area from October. 

The November bunch of PMIs for China's manufacturing and services 

will be available from both sources: the official NBS and Caixin. 

In August, these indicators posted a minor rebound after a 

substantial fall. 

Sources: Refinitiv and Bloomberg 

  

Euro area inflation indicators (YoY, %) 

 

 US labour market indicators 
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What to watch next week 
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The new covid variant caused market turmoil on Friday, amid 

increasing fears of persistent inflation and a speed-up of Fed 

tapering, leading to sizable weekly losses 

The start of the week was already negative in Europe, where concerns 

about the Delta pandemic wave remained, after Austria introduced full 

lockdown last week and several other countries (including Germany) 

tightened social mobility rules. Investors were betting on the 

likelihood of a full lockdown in Germany. Nevertheless, incoming 

European PMI data were relatively upbeat, although price pressures 

remained at historic high. The minutes of the ECB also seemed to 

support the view that the ECB is not concerned about inflationary 

pressure. In the USA, the week was very short due to Thanksgiving. Up 

to Wednesday, markets were mixed as investors were reassured by the 

re-appointment of Jerome Powell as Fed chair, but they were concerned 

by the high core PCE figure, and seem increasingly inclined to think 

that the Fed could speed up tapering in December. Finally, the last 

kick hit Europe on Friday when news about the new super variant of the 

coronavirus started to make investors very anxious about the outlook. 

This has reversed the direction, bringing a sharp ~4% fall in major 

stock markets, as well as a substantial plunge in commodities. Yields 

moved down as the USD strengthened further. Given their short opening 

for Friday, US stock markets could not be saved from a fall on Friday 

either, so they finished in ~2% fall in weekly terms. 

It turns out in the following weeks whether the new covid variant from 

South Africa will be a game changer, however the delta wave already a 

serious problem in Western Europe 

A new covid mutation had been identified recently and raised concerns 

in South Africa. The new virus strain contains an excessive number of 

mutations and could be more transmissible and potentially more easily 

circumvent vaccinated people than previous variant. Researchers 

including the WHO are investigating the B.1.1.529 with high urgency. 

Many countries are introducing travelling bans from the country to 

slow down the new variant, although it has already been detected in 

Israel.  

The rising new covid cases forced Western European countries to 

implement new or strengthen active restrictions. Italy will introduce 

“super green pass” from early December, people visiting cinemas, bars, 

theatres, gyms, stadiums have to show proof of immunization. 

Netherlands is already under partial lockdown, and now implements new 

social distancing rules at green pass free places and planning to 

close all non-essential shops soon. France and Portugal introduced 

mandatory mask usage indoors. Portugal is also set to reintroduce 

green pass again. People working in Northern Ireland are asked to work 

from home if possible. 
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A critical infection cluster can be observed in central Europe, 

Slovakia, Czechia, Austria, Croatia and Hungary reported the highest 

daily new case counts in the continent, per million. Slovakia announced 

a 2 week lockdown, gatherings will be restricted, and all non-essential 

shop will be closed.  

The infection wave in Eastern Europe continues to ease, but the 

daily covid death count is still at a high level in Bulgaria and 

Ukraine. 

The new cases started to fall after a few weeks of increase again, 

while death rates also declined. 

China continues to keep up with its zero covid policy, the recent 

outbreak seems to be under control, but new cases were reported from 

Shanghai recently. 

European and US stocks finished in sharp fall 

 

In Europe, the STOXX 600 fell by 3.7% by Friday afternoon, mostly related to 

the sizeable decline on Friday. All major markets fell significantly: DAX -

4.6%, CAC40 -4.4%, FTSE100 -1.9%, FTSEMIB -4.3%. Almost all STOXX components 

nosedived, not surprisingly travel&leisure was hit the hardest (-11.9%), 

followed by auto&parts (-7.1%) and technology (-6.7%). The only component, 

which could grow was utilities (0.6%).  

In the USA, there was also a sharp, although somewhat more moderate fall as 

markets opened for a shortened day after Thanksgiving. S&P stood at -1.7%, 

Dow at -2.0%, Nasdaq -2.9% in weekly terms. Out of S&P components, energy (-

4.0%) and industrials (-3.3%) fell the most, while utilities (0.4%) and 

consumer staples (0.2%) could grow mildly in weekly terms. 

Long term yields and oil prices fell, but European natural gas prices could still edge up. 

The US dollar gained again. 

Despite increasing for the first half of the week, driven by inflation fears, 

finally long-term Treasury yields fell by almost 4 bps in the US in weekly 

terms. Interestingly, European long-term yields mostly edged-up, albeit 

minorly in Germany, but more in the periphery (IT: +10 bps, ES +4.4 bps). On 

FED tightening expectations during the first half of the week, the USD could 

gained further momentum, however today it fell slightly.  

Oil prices fell sharply on Friday, the WTI stood in a roughly 8.5% minus, 

while Brent only fell around 3%. Despite all the pandemic fears, natural gas 

prices in Europe could increase another 4% in weekly terms as supply issues 

remained unresolved as the winter is approaching. 

Fed minutes and core PCE point to a likely speed-up in tapering in 

December, the euro area PMIs surprised to the upside, but the general 

picture is more mixed. 

In the USA, the latest Fed minutes reveal that many FOMC members pointed to 

the fact that high inflation could be more persistent that initially thought, 
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and some of them even suggested that a speed-up in the monthly pace of asset 

purchases would be warranted. This, together with a core PCE of 4.1%, record 

low weekly initial jobless claims, strongly increases the likelihood of a 

speed-up in tapering at the next Fed meeting. Other incoming data were rather 

mixed, with PMIs missing expectations, but remaining relatively solid, while 

input and output price pressures rose further in November. The USA's Q3 GDP 

growth was revised slightly upwards (from 2.0% to 2.1%), while monthly 

consumption and household income were stronger than expected. Putting 

together the recent incoming data, the Atlanta Fed’s GDP estimate now stands 

at 8.6% (SA, annualized rate), mostly driven by the relatively decent October 

ISM indices, retail sales, and industrial data for October. If such an outcome 

occur, the Q4 growth rate could even exceed H1 figures.  

In the euro area, Markit's PMI indices surprised to the upside on the output 

front, both in the euro area and in all major countries. Indicators improved 

almost unilaterally in both the manufacturing and the services sectors, 

nevertheless a few words of caution should be said. First, manufacturing 

components are still artificially held up by long delivery times; second, 

Germany's IFO (also published this week) was less of a bright spot: it 

weakened more than 1pp., slightly missing expectations, just like consumer 

confidence, which fell almost 1.5 ppts short of expectations. Finally, the 

survey surely cannot contain the recent sharp jump in virus cases in Germany. 

It cannot be ruled out that after significant tightening, the country will 

follow Austria into a full lockdown. Given the relatively hawkish tone of the 

Fed minutes, the ECB’s account of the October MPC meeting could not have been 

more dovish. While it was acknowledged that high inflation could remain longer 

in the euro area, the possibility of any second-round effects on wages was 

ruled out, and it was repeatedly stated that the three conditions linked to 

the interest rate lift-off (the Governing Council should see inflation 

reaching 2% (i) well ahead of the end of its projection horizon and (ii) 

durably for the rest of the projection horizon, and that (iii) in the 

Governing Council’s judgement realised progress in underlying inflation was 

sufficiently advanced to be consistent with inflation stabilising at 2% over 

the medium term) were far away. This seems understandable as underlying 

inflation measures still seem to be below 2%, while wages stood at 1.5%-2.0%. 

Furthermore, while it was kept that the PEPP programme will be likely phased 

out by March 2022, “…It was seen as important that the Governing Council 

should keep sufficient optionality to allow for future monetary policy 

actions, including beyond its December meeting….” 

This week’s data 
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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) 
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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-
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