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Week Ahead Economic Preview

B Flash PMI surveys to give early indication of
economic performance at start of Q4

®  Eyes on ECB meeting while Brazil, Canada and
Russia also decide on monetary policy

B Q3 GDP for US, UK and South Korea

®  |nflation data for Japan and Australia

A number of countries see third quarter GDP releases
while the flash October PMI data for the US, eurozone
and Japan will provide early insights into the health of

these major economies at the start of the fourth quarter.

The Eurozone PMI will be in particular focus, as
markets will be on tenterhooks ahead of the ECB
policy meeting, awaiting news of any changes to the
bank’'s asset purchase programme. Other data
highlights include US home sales and durable goods
orders, as well as inflation figures for Japan and
Australia.

Eurozone in the spotlight

The ECB meeting next week will be scrutinised
because of widespread expectations that the central
bank will outline plans on how to wind down its €60
billion monthly asset purchases. Analysts are generally
expecting the ECB to extend its quantitative easing
programme by six months to June next year, but at the
same time lowering the amount it buys each month
from next year. There were reports of the ECB
considering cutting the amount by at least half to €30
billion euros starting January 2018, the key message
being that purchases will be made lower but for longer.

The eurozone economy has been performing strongly
recently, with PMI surveys showing that growth is
becoming increasingly broad-based in terms of
geographical spread, and also accompanied by rising
price pressures. Both the degree to which output is
rising and the extent to which price pressures have
intensified are consistent with the ECB starting to rein
in its stimulus. The flash October PMI data will
therefore play an essential role in gauging the health of
the economy as we approach the end of the year, and
thereby provide further insights on future monetary
policy.

Continued...

Eurozone PMI and economic growth

IHS Markit Eurozone PMI Eurozone GDP, q/q%

62 1.2
58
0.7
54
0.2
50
-0.3
46
42 -0.8
GDP
38 -1.3
P M|
34 T T T T T -1.8

2006 2008 2010 2012 2014 2016
ECB policy and Eurozone PMI price pressures

All Sector PMI, 50 = no change Policy rate change, m/m, basis points

75

/\ I‘\NI‘/\ v
\/W VW\/W

-75
35 [HS Markit PMI Price Pressures (LHS)

30 -100

25 ] P -125
‘98 '99 '00 '01 ‘02 '03 '04 '05 '06 '07 '08 '09 '10 11 "12 "13 14 "15 16 17

Sources: IHS Markit, Eurostat, ECB
US PMI and economic growth
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http://www.markit.com/Commentary/Get/22092017-Economics-Eurozone-recovery-regains-poise-price-pressures-intensify
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Hurricane impact

Preliminary estimates of US third quarter GDP figures
are released, which are likely to show the pace of
economic growth having softened as a result of
hurricane-related impacts. IHS Markits PMI data
suggest a quarterly economic growth rate of just over
2%, marking a slowdown from the second quarter.

Nonetheless, the latest PMI survey data indicate that
the US economy showed encouraging resilience
despite hurricane disruption. The Q3 average was in
fact the highest since the closing quarter of 2015.
Retail sales also rebounded strongly, lifted — most
likely temporarily — by auto sales. Markets will look to
signs of post-hurricane rebuilding efforts, thus
increasing the focus on the release of flash PMI data
for October. Other key data highlights include personal
consumption expenditure, housing stats and durable
goods orders.

GDP data ahead of Bank of England rate
decision

The UK is also announcing flash estimates of third
quarter GDP; which will be one of the last major data
releases before the Bank of England’s next policy
meeting. PMI data suggest the GDP numbers will
show another lacklustre 0.3% expansion in the three
months to September, matching the performance seen
in the first half of the year. Even such a modest GDP
expansion would be unlikely to change the views of the
hawks on the Monetary Policy Committee, but a
weaker number could lead to rates remaining on hold
at the November meeting. A stronger number would be
seen by many as sealing the deal on a hike.

Japan PMI

In Japan, the Nikkei flash manufacturing PMI for
October will provide an early signal on the
performance of the economy at the start of the fourth
quarter. Despite a recent slowing in services activity,
manufacturing conditions have been improving amid
strengthening external demand for Japanese goods.
Japan’s inflation data are also updated, and will be
scoured for signs of rising price pressures.

UK PMI and economic growth
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Japan PMI and inflation

Nikkei Japan Composite PMI Core CPI, annual % change
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Monday 23 October
China house price index (September)
Singapore and Hong Kong inflation (September)

Taiwan industrial production, retail sales and
unemployment rate (September)

Brazil business confidence (October)
Euro area flash consumer confidence (October)

US S&P/Case-Shiller house prices (August) and
Chicago Fed National Activity Index (September)


http://www.markit.com/Commentary/Get/22092017-Economics-Resilient-US-flash-PMI-rounds-off-best-quarter-since-2015
http://www.markit.com/Commentary/Get/04102017-Economics-PMI-surveys-show-UK-economy-struggling-with-slow-growth-and-rising-prices
http://www.markit.com/Commentary/Get/04102017-Economics-Japan-PMI-signals-slower-growth-in-the-third-quarter-as-services-activity-eases
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Tuesday 24 October

IHS Markit Flash PMI for Japan, US, eurozone,
Germany and France (October)

France  business confidence (October) and
unemployment benefit claims (September)

US Richmond Fed Manufacturing Index (October)

Wednesday 25 October
Australia inflation (Q3)
Germany IFO surveys (October)
UK flash GDP (Q3)

Canada interest rate decision

US durable goods orders and new home sales
(September)

Brazil monetary decision

Thursday 26 October

South Korea flash GDP (Q3)

Germany consumer confidence (November)
ECB monetary policy decision

US flash wholesale inventories and pending home
sales (September)

US Kansas Fed Manufacturing Index (October)

Friday 27 October

Japan inflation (September)

China industrial profits (September)

UK Nationwide housing prices (October)
France consumer confidence (October)
Russia interest rate decision

US flash GDP and PCE prices (Q3)

US Michigan surveys (final, October)
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