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Next week:  

 Energy prices, business and 

consumer confidence indices will 

be in the spotlight 

This week: 

 Stock markets recovered further 

in weekly terms, but the intra-

week daily movements were more 

bumpy 

 Energy prices fell in weekly 

terms, but partially reversed at 

the end of the week 

 Long-term yields increased 

sharply, to weaken from Thursday  

 USD weakened as risk aversion 

declined 

 The FED will hike rates more 

swiftly than foreseen 

 Euro area business confidence 

fell sharply 
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Energy prices, business and consumer confidence indices 

will be in the spotlight 

While news concerning the Russia Ukraine conflict still dominated 

market sentiment the Fed’s first rate hike and its hawkish tone 

also affected markets this week. Next week no publication of ground-

breaking macro news could be expected. We will have a bunch of 

business confidence indices (most notably the internationally 

comparable Markit PMI-s) from Europe and the US. The interesting 

point is that these will be March releases, which already contain 

the effect of the escalating Russia-Ukraine conflict. It’s clear 

that the conflict will affect Europe much more than the US. However, 

the consensus seems to indicate a minor fall for the European PMI-

s, similar to what could be seen in the US. As incoming business 

confidence indices so far (Sentix and ZEW), suggested a sharp 

decline in sentiment, to levels not seen before 2020 summer, 

significant downside surprises could not be ruled out for next 

week’s European indicators. Additionally, movements in energy 

prices will remain a key trigger for market movements, as a renewed 

significant increase to levels seen two weeks ago (e.g. TTF above 

EUR/MWH 200, Brent USD 130/barrel) could slowdown European growth 

sharply, possibly even sending it to recession. 

From the euro area, the Markit PMI-s will be published on Thursday. 

Back in February, there was a visible rebound in the composite PMI, 

from 52.3 in January to 55.8 in February, which was much better 

than the consensus. It was driven mainly by a jump in the Services 

PMI, which rose to 55.8, while the Manufacturing Output PMI stayed 

at a high level. Country breakdown showed that conditions improved 

more rapidly in France than in Germany. Supplier delivery times and 

backlogs of work eased; but they were both still high by past 

standards. Surveys show that inflationary pressures remained very 

strong: the output price component of the euro-zone Composite PMI 

reached its highest level on record, and the input price component 

was at its second highest. The key question is the extent of fall 

in business sentiment in March, and the Russia-Ukraine conflict’s 

possible effect on price pressures. In this latter respect, 

probably its worth to remember, than last week European natural gas 

spot prices exceeded EUR 200 MWH, a roughly tenfold increase from 

2019. Although energy prices have moderated this week, they are 

still way above the levels, that could have been observed a month 

ago. Furthermore, while the March consensus for the indices seems 

to a indicate a minor fall, this is in sharp contrast with the 

recently published Zew and Sentix indicators, which posted a sharp 

fall already in March. In light of this, significant downside 

surprises could easily happen. The March consumer confidence index, 
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which will be out already on Monday, will be also worth to follow, 

for similar reasons as with the Markit data. 

In the USA, the focus will be on Markit PMI-s, due on Thursday, as 

well. Back in February indices for February turned out above 

expectations. The composite PMI edged-up to 55.9 from 51.1 points, 

as the omicron wave subsided, and economy activity seemed to 

strengthen. On the price front, inflationary pressures intensified 

again in both the manufacturing and the service sector, firms hiked 

their selling prices at the fastest rate on record in services and 

highest since 2020 November for manufacturing. The current question 

for March is the extent of the deterioration of business sentiment 

and whether the Russia-Ukraine conflict has added to input price 

pressures. Nevertheless these effects are likely to be moderate 

compared to what could be expected in Europe. This was also visible 

with the relatively decent Philadelphia Fed Manufacturing Index 

this week, which rose to 27.4 in March of 2022 from 16 in February 

and above market expectations of 15. Additionally, February housing 

data (new and pending home sales) will likely point to a robust 

market. 

Sources: Bloomberg , Refinitiv 

What to watch for the next week 

US markit PMI-s 

 

 Euro area business confidence 
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Stock markets recovered further in weekly terms, but the intra-

week daily movements were more bumpy 

The week started in generally positive mood, as markets have continued 

to correct the risk-off sentiment of the three weeks after the 

escalation of the Russia Ukraine conflict. Energy prices fell on 

ceasefire plans, which moved stock markets and yields upwards ahead 

of the FED meeting, growth worries also moderated. Wednesday evening, 

the FED started the tightening cycle by a 25-bps hike as expected, but 

the FOMC was more hawkish than foreseen in terms of the projected rate 

hikes for the rest of the year. Still, markets were happy with the 

outcome, as they understood, the FED believed the US economy to be 

strong and resilient. The sentiment was also boosted by the Chinese 

prime minister’s promise to support the economy with monetary and 

fiscal measures amidst problem with the real estate sector and covid 

lockdowns. However already from Thursday, energy prices have started 

to increase again, as investors had begun to realize that the position 

of the two sides in the Russia-Ukraine conflict is still far enough 

not to ensure a cease fire in the very short-term. This has led to a 

stock market sell-off on Friday and long-term yields turned downwards. 

Still, after this rollercoaster during the week, stock markets still 

seem to close the week with a visible plus, yields have moved up 

sharply, energy prices fell, and the USD weakened.  

Energy prices fell further on ceasefire plans, after the correction 

during the previous week 

Oil prices were set for a second straight weekly loss (-5%) on previous 

optimism about ceasefire plans but found a floor above US 100 a barrel 

on Friday after volatile trading this week with no easy replacement 

for Russian barrels in sight in a market already marked by tight 

supply. The supply crunch from traders avoiding Russian barrels, 

stuttering nuclear talks with Iran, dwindling oil stockpiles and 

worries about a surge of COVID-19 cases in China hitting demand have 

combined to produce a rollercoaster ride for crude prices.  

As regards European natural gas prices, the weekly fall seems more 

sizable (-22%), however the correlation with oil was obvious. Until 

Wednesday prices fell below EUR/MWH 100, which were partly corrected 

during the rest of the week. 

Stock markets seem to close the week in a 4-5% plus in Europe and 

overseas 

In Europe, the STOXX600 is heading to end the week with a 4.8% 

increase. In terms of sector performance, with the exception of oil&gas 

(-0.9%) all components are expected to close in green. The biggest 

weekly increase is observable with financial services (8.2%), 

technology (7.4%) and auto&parts and media (both 7.1%). Among national 

stock markets, the DAX posted a 5.1% increase, the CAC40 grew by 5.2%, 
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FTSE MIB by 4.2%, while FTSE100 by 3.1%. In general European markets 

stand 7-12% below end 2021 values. 

In the USA, the S&P 500 stood at a 4.8% increase in weekly terms by 

Friday afternoon. All components increased but energy (-4.0%). The 

largest gains were observable with consumer discretionary (7.2%) , IT 

(6.2%) and financials (6.0%). Out of the other large indices, the Dow 

seems to increase by 4.2%, while the Nasdaq Composite by 6.6%. The 

small cap Russel2000 could increase by 4.4%. Major US seem to be in 

5-12% minus compared to end 2021 levels. 

Long-term yields continued to rise, the USD has weakened further 

The rollercoaster was also typical for bond yields, which increased 

until Wednesday, to fell afterwards. The US10Y reached 2.185% by 

Wednesday, the German 10Y bund reached 0.389%, to fell back partially 

for the rest of the week.  The US10Y increased by 15 bips, the Germany 

10Y by 12 bips in weekly terms. Euro area yields on the Southern 

periphery increased less 3-7 bips, probably on President Lagarde’s 

recent statement that the ECB is willing to use its balance sheet in 

future to contain sovereign spreads. The USD has weakened in weekly 

terms by 0.7% against major currencies. However, it also gained some 

momentum on Friday in the more negative mood. 

 

The FED will hike rates more swiftly than foreseen; euro area business 

confidence fell sharply in March 

In the USA, the FED brought the inevitable, by starting the rate hike 

cycle by 25 bps as expected. However there were a few other interesting 

announcements, which surprised markets. First , the dot plot contained 

still six rate hikes still this year, meaning a FED funds rate close 

to 2% (between 1.75-2.0% to be precise). The statement said that 

"ongoing increases in the target range will be appropriate", while in 

the past two tightening cycles the Fed was able to reassure that policy 

accommodation could be withdrawn at a “gradual” or “measured” pace. 

This suggest that with record high inflation and full employment, FOMC 

members do not seem to hesitate. The pace of tightening is then 

expected to slow in 2023, however, the median projection pointed to a 

25bp rate hike at every other meeting next year, taking the target 

range to between 2.75% and 3.00% by end-2023. That would take the 

policy rate slightly above the median estimate of the neutral rate, 

which was lowered trivially to 2.4%. The statement noted that the FOMC 

members “expect to begin reducing its holdings of Treasury securities 

and agency debt and agency mortgage-backed securities at a coming 

meeting". At the press conference, Chair Powell said that the Fed will 

publish the details of its plan in the upcoming minutes and will be 

ready to launch QT at the next policy meeting in early May. The Fed's 

new economic projections suggest that officials are particularly 

worried about the potential for core inflation to remain high, with 
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the median forecast showing core PCE inflation at 4.1% in the final 

quarter of this year. The median GDP growth projection for this year 

was revised down heavily from 4.0%, to 2.8%.  

In the euro area, the ZEW index for Germany was the second business 

confidence indicator for March, after last week’s Sentix, and posted 

a similar large fall (from 54.3 to -39,3) well below the consensus 

(16.8). Eurozone industrial production for February stagnated, which 

was also worse than the consensus (0.4% MoM). 

As for China, apart from covid, good news came as the key February 

indicators turned out well above expectations. Industrial production 

strengthened to 7.5% from 4.3% (consensus 4.0%), retail sales to 6.7% 

from 1.7% (consensus: 3.8%), fixed asset investments 12.2% from 5.4% 

(consensus: 5.4%). 

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  

 

FX forecast for OTP countries 
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This document was prepared on 21 March 2022. 

 

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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