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Eurozone inflation and US labour market data will be in 

the spotlight  

Next week will put eurozone inflation and the US job market into the 

spotlight. Inflation data will be in the focus of the market, as in the recent 

week and a half, Treasury yields stopped rising in developed economies as (i) 

inflation fears did not prove to be justified by the bunch of February 

inflation data (ii) pandemic concerns postponed the recovery, particularly 

in Europe. March inflation data from the eurozone will help to refine this 

picture, although it will not likely be a game changer, as we are still far 

from reopening when prices pressures could intensify. Not too reassuringly, 

this week’s PMIs suggest a further increase in input and output price 

pressures in the manufacturing sector. This, together with higher oil prices, 

will definitely feed into consumer prices to some extent. US labour market 

from March could be again a market mover. This month's data will be 

interesting, as there are some signs that the recovery weakened in February, 

while the third stimulus checks already arrived in the second half of the 

month, which could have boosted the economy.  Meanwhile, news reports suggest 

President Joe Biden will unveil plans for a large infrastructure package on 

next Wednesday. The package will probably take much longer and be harder to 

pass than the last USD 1.9trn stimulus, but the news still could be a market 

mover. Naturally, pandemic news is also worth following, particularly in 

continental Europe, where infection rates are rising in most countries. 

In the Euro area, the key day will be Wednesday, when March inflation data 

will be released. After the January surprise, February headline inflation 

remained flat at 0.9% YoY, while core inflation even weakened from 1.4% to 

1.1%. The detailed breakdown confirmed that the drop was largely due to the 

reversal of temporary factors, which pushed it up in January: the contribution 

of clothing and footwear inflation to the headline rate fell by 0.1 ppts in 

February. This reversed most of the jump in clothing and footwear inflation 

in January, which was itself due to delays to winter sales. However, 

interestingly, headline inflation is to rise in the coming months, primarily 

due to higher energy inflation. In addition, services price inflation is 

likely to edge up as transport and accommodation inflation return to more 

normal levels when the hospitality and travel sectors eventually begin to re-

open. Among these factors, March data could only contain the effect of higher 

energy prices (consensus CPI is 1.4% YoY), while the effect of reopening is 

obviously postponed, given the pandemic situation. Some other indicators 

could be interesting as well. First, February retail sales data for Germany 

and Spain (due on Thursday and Tuesday) help to see how domestic demand 

performed after the January fall. The March Economic Sentiment Indices (ESI, 

due on Tuesday) of the EU Commission, will give again a comparable picture 

among European countries on the last months of Q2, while Italy’s Markit PMI 

helps to complete this week’s PMI data for other countries. 

As for the USA, most eyes will focus on Friday, when the March labour market 

statistics, in particular nonfarm-payroll (NFP) employment and the 

unemployment rate will be released. February data in NFP employment was 

stronger than expected, the 379,000 increase reflected the lifting of 

coronavirus containment measures and the effect of the USD 600 stimulus 

cheques, with the reopening of restaurants translating into a 355,000 gain 

in leisure & hospitality employment. The market foresees a 500,000 gain for 
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March. The unemployment rate edged down to 6.2%, from 6.3%, with a 208,000 

gain in the household survey measure of employment, outstripping a 50,000 

increase in the labour force. That 6.2% rate is arguably giving an overly 

optimistic picture of labour market conditions since 4.2 million people left 

the labour force over the past 12 months. Overall, employment was still 9.5 

million short of the pre-pandemic level, with 3.5 million of those jobs lost 

in the leisure and hospitality sector.  The consensus is a further minor 

decline in unemployment to 6.1%. Additionally, the January Case-Shiller home 

price index, March Conference Board consumer confidence, Chicago PMI from 

March and February construction spending could also attract some interest. 

In China, NBS and Caixin PMI-s from March will be released (due on Wednesday 

and Thursday). All indices remained above the 50 mark in February, but 

gradually weakened from November. 

What to watch next week 

Eurozone inflation (%) US labor market data (%) 

  

Source: Bloomberg, Refinitiv 
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Despite the correction in Treasury yields, stock 

markets stood in small pluses and minuses in a weekly 

comparison on account of pandemic concerns 

Major European and US stock markets seemed to stand in small pluses and 

minuses, even though US and European Treasury yields declined by 5-7 bps in 

weekly terms. In Europe, the primary concern was the evolution of the 

pandemic, as more and more countries on the continent were forced to extend 

lockdowns, as infection numbers were rising rather than declining. In the 

USA, it is hard to name a single factor. On the one hand, valuations are 

higher, but incoming February real economy data suggest a weakening of the 

recovery after January. Nevertheless, pandemic figures are more encouraging 

in the USA. In the generally risk-off environment, the dollar strengthened, 

while oil prices fell for the second week in a row. 

Pandemic situation: improvement in the USA, deterioration in Western 

Europe, and continuing outbreak in most of Central and Eastern Europe 

The number of daily new cases and covid-related deaths continued to decline in the USA. The UK, 

Spain, Portugal, and Ireland report relatively low infection rates, while a pick-up in daily new case 

counts can be seen in Germany, France, and Italy. A steady rise of infection rates can be observed in 

the rest of Western Europe as well. Central and Eastern Europe is still suffering from a strong covid 

infection wave, nearly every country in the region reports an alarming rise in covid statistics. Growing 

daily new case counts are reported from Turkey, India, and Japan as well. 

The most vaccinated country in the world is still Israel, where 60% of the population received at least 

one dose, and 53% is fully vaccinated. The UK administered at least one dose to 42% of its population, 

while the same number varies from 9% to 13% for the rest of Western Europe. In the CEE region, Serbia 

and Hungary take the lead, where 20% and 18% of the population received at least one dose, 

respectively. 14% of the Serbian population is considered fully vaccinated, while the same statistic 

varies from 1% to 6% for other European countries. 14% of the US population is fully vaccinated, and 

about twice as many received at least one dose in the country. 

Both European and US indices stood between small pluses and minuses 

in weekly comparison by Friday afternoon 

In Europe, the STOXX600 stood at 0.8% on Friday afternoon. Individual country 

indices grew to different degrees: DAX: 1.0%, -CAC40: -0.2%, FTSE100: 0.4%, 

FTSE MIB: 0.8%. The sectoral picture was mixed, with most sectoral indices 

increasing: technology (3.9%), chemicals (2.3%), financial services (2.2%), 

while retail posted the largest decline (-1.7%), followed by oil and gas (-

0.6%). 

In the USA, the S&P stood at 0.5% by Friday afternoon, the small-cap index 

Russell 2000 fell by 2.3%. The best performing sectors were dividend ones: 

real estate (2.3%), energy and consumer staples (both 2.1%). Besides, 

interestingly telco had the weakest performance (-1.5%) .  
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Long-term Treasury yields, as well as oil prices, fell; the dollar strengthened 

Long-term US Treasury yields have fallen 8 bps since last Friday, to 1.65% 

as markets are getting fed up with one-sided bets on bond markets. Fed’s 

chairman Jerome Powell may have had an effect, as he promised ‘great 

transparency’ on exit from easy policy stance on a public radio. The German 

10Y Bund yield fell by 5 bps, to around -0.35%, and other European yields 

also sank, probably related to the ECB's increased purchases (to around USD 

20bn, from around 12-15 bn in previous weeks). The dollar strengthened against 

major currencies, on account of decreasing risk appetite and better growth 

prospects oversees. 

Oil prices fell by around 0.5-1% in weekly terms, but there is a chance that 

shipping constraints in the Suez Canal could revert this tendency, as prices 

have been on the rise since Thursday. 

European PMIs exceeded expectations, further signs that the recovery 

weakened in February in the USA 

The series of PMIs released for the euro area during this week, suggested 

increasing optimism for all European producers, as the eurozone composite PMI 

exceeded the 50 mark first in six months. The euro area's, Germany's, and 

France's PMIs, both for manufacturing and services exceeded expectations. 

This still means that services remained below the 50 mark, as the whole euro 

area's reading was 48.8 (as opposed to the projected 46, and up from 45.7 in 

February). However, this is still hard to square with the slow pace of 

vaccination and the mostly more stringent, rather than looser, lockdowns in 

March than in February, which almost surely put the area in recession in Q1. 

The outstanding and historic high 62.4 points for manufacturing (consensus 

57.7, previous month 57.9) is less of a surprise, but it is still a bit 

stunning, given the supply shortages in the global semiconductor industry.  

Consumer confidence also improved, although remained still at a low level (-

11 points vs a consensus of -14, and the February value of -14.5 points). 

Anyway, the data are at least encouraging and suggest some ground for optimism 

regarding the later recovery. Meanwhile, the March PMIs provided further 

evidence that price pressures are continuing to build in the manufacturing 

sector. The euro-zone manufacturing input price index increased to 79.5, as 

firms cited shortages of raw materials and 'limited transport availability'. 

Companies appear to be passing on higher input costs to firms, with the 

manufacturing output prices index also hitting its highest level in a decade. 
Germany’s IFO index for March also added to the evidence that business 

confidence in Europe is improving. 

Incoming US economic data for February suggest a weakening recovery, after 

the outstanding January performance. This could be attributed partly to the 

fading away of the effect of the second stimulus package, as well as the 

disruption caused by the extreme winter storms. There was a 1.1% fall in 

durable goods orders, well below the expected 0.8% growth. However, the latest 

surveys point to a rebound in March and suggest that business equipment 

investment growth is set to remain unusually strong. PMI data, both for 

manufacturing and services were roughly in line with expectations (60.0 and 

59.0 points), which, together with the expected third stimulus, suggest that 

the weakening in economic growth for February could have been temporary. 
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Household consumption fell above 1% MoM, while household income by 7% in 

February, but March data will be already boosted by the new stimulus checks. 
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Sectoral performance in the USA and Europe 
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Performance of the regional stock indices 

 

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 the OTP countries 
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This document was prepared on 29 March 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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