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 How dovish will FOMC be? 
 
Next week the US Federal Reserve's interest rate-setting body (FOMC) will 
meet. The outcome of the meeting could set the markets in motion again 
before the end of the year. A rate hike is widely expected and should not 
surprise the markets. The outlook for the further development of monetary 
policy will be more exciting. Speeches by Jerome Powell, Chairman of the 
Central Bank, suggest that there will be a change here. Until now, the 
FOMC has communicated further gradual interest rate hikes. Over the past 
two years, this has meant quarterly interest rate hikes. After the interest rate 
hike next week, however, interest rates should have reached a level that will 
make a more differentiated approach necessary. Passages in Powell's 
speeches in which he pointed out both the risks of too fast and too slow 
interest rate hikes point in this direction for us. We therefore expect the 
FOMC to make further rate hikes dependent on incoming data and to 
communicate this new guidance to the markets next week. 
 
For the markets, the new survey among local central bank governors and 
the Fed's Board of Directors will also be important. As always, special 
interest will be paid to interest rate expectations. In the last survey in 
September, the median of the estimates had corresponded to three rate 
hikes for 2019. However, the majority was tight and could shift, given the 
current uncertain environment. We expect the new median to fall to two rate 
hikes in 2019. This is certainly not a commitment by the FOMC, but "only" a 
current assessment. Furthermore, only slightly more than half of the 
participants in the survey also vote on the level of interest rates.  
 
Overall, the central bank should communicate a more cautious stance to the 
markets, which is what the markets expect. At the same time, we do not 
believe that the interest rate decision-makers will fully adopt the currently 
very depressed mood on the markets. However, experience has shown that 
it is difficult for a more optimistic US Federal Reserve to affect the markets. 
The statements made by Chairman Jerome Powell at the press conference 
will also be important. We regard the current gloomy outlook of the markets 
for the economy as exaggerated and continue to expect three interest rate 
hikes next year. With the expected stronger significance of current data for 
interest rate decisions next year, however, the further interest rate path will 
become more uncertain.   
  
 

We wish all our readers a Merry 
Christmas and all the best for 2019. 
The next issue of Week ahead will be 
published on 4 January.

mailto:rainer.singer@erstegroup.com
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Forex and government bond markets 
 
 

 
 

 
 

  

Exchange rates EUR: USD, CHF, GBP and JPY 
Changes compared to last week 

Eurozone-spreads vs. Germany 
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US Treasuries yield curve 
Changes compared to last week 

DE Bund yield curve 
Changes compared to last week 
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Economic calendar 
 

 
 
Source: Bloomberg, Erste Group Research  

Date Time Ctry Release Period Consens Prior
14-Dec n.a. CN Ind. Prod. y/y Nov 5.9% 5.4%
14-Dec n.a. US Ind. Prod. y/y Nov 4.1%
14-Dec 9:15 FR PMI Manufacturing Dec P 50.7 index 50.8 index
14-Dec 9:30 DE PMI Manufacturing Dec P 51.8 index 51.8 index
14-Dec 10:00 EA PMI Manufacturing Dec P 51.8 index 51.8 index
14-Dec 11:00 IT Inflation y/y Nov F 1.7% 1.7%
14-Dec 11:00 EA Wages y/y 3Q 2.2%
14-Dec 14:30 US Retail Sales mom Nov 0.1% 0.8%
17-Dec n.a. AT Inflation y/y Nov 2.4%
17-Dec n.a. AT CPI m/m Nov 0.5%
17-Dec 10:00 IT Trade Balance Oct 1274m
17-Dec 11:00 EA CPI m/m Nov -0.1% -0.2%
17-Dec 11:00 EA Inflation y/y Nov F 2.0% 2.0%
17-Dec 11:00 EA Trade Balance Oct 13415m
19-Dec 8:00 DE PPI y/y Nov 3.3%
19-Dec 14:30 US CA Balance (q) 3Q -101 m
19-Dec 16:00 US Existing Home Sales Nov 5.2 m 5.2 m
19-Dec 20:00 US Target Rate - 2.49% 2.25%
20-Dec 10:00 IT CA Balance (m) Oct 3154 m
20-Dec 10:00 EA CA Balance (m) Oct 17 m
20-Dec 10:00 IT PPI y/y Nov 7.1%
20-Dec 14:30 US Jobless Claims Dec 15 227.0 thd 206.0 thd
21-Dec 8:45 FR PPI y/y Nov 3.9%
21-Dec 8:45 FR GDP y/y 3Q F 1.4%
21-Dec 8:45 FR GDP q/q 3Q F 0.4%
21-Dec 9:00 AT Ind. Prod. y/y Oct 2.6%
21-Dec 14:30 US GDP q/q 3Q T 3.5% 3.5%
21-Dec 14:30 US Durable Goods Orders Nov P 2.1% -4.3%
21-Dec 16:00 US Univ. Michigan Index Dec F 97.5 index 97.5 index
21-Dec 16:00 US PCE Deflator Nov 2.0%
21-Dec 16:00 EA Consumer Conf. Dec A -4.4 index -3.9 index
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Forecasts1 
 
 
 

 
 

 
 
 
In case of changes to our forecasts compared to the previous issue, arrows show the direction of the change. 
Source: Bloomberg, Erste Group Research 

 
 
  

                                                      
1 Note: By regulations we are obliged to issue the following statement: Forecasts are no reliable 
indicator of future performance. 

GDP 2016 2017 2018 2019 2020
Eurozone 1.8 2.4 1.9 1.5 1.4
US 1.5 2.3 2.9 2.3 2.1

Inflation 2016 2017 2018 2019 2020  
Eurozone 0.2 1.5 1.8 1.9 1.6
US 1.2 2.2 2.4 1.8 1.9

Interest rates current Mar.19 Jun.19 Sep.19 Dec.19
ECB MRR 0.00 0.00 0.00 0.00 0.25
3M Euribor -0.31 -0.30 -0.30 -0.10 0.10
Germany Govt. 10Y 0.27 0.70 0.90 1.00 1.10
Swap 10Y 0.87 1.00 1.20 1.30 1.40

Interest rates current Mar.19 Jun.19 Sep.19 Dec.19
Fed Funds Target Rate* 2.19 2.63 2.88 3.13 3.13
3M Libor 2.78 2.90 3.20 3.40 3.40
US Govt. 10Y 2.89 3.20 3.40 3.50 3.50
EURUSD 1.14 1.11 1.12 1.14 1.16
*Mid of target range
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Disclaimer 
 
This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated 
subsidiaries "Erste Group") independently and objectively as other information pursuant to the Circular of the Austrian Financial 
Market Authority regarding information including marketing communication pursuant to the Austrian Securities Supervision Act. 
This publication serves interested investors as additional source of information and provides general information, information 
about product features or macroeconomic information without emphasizing product selling marketing statements. This 
publication does not constitute marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct 
buying incentives were included in this publication, which is of information character. This publication does not constitute 
investment research pursuant to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research and it is not subject to the prohibition on dealing 
ahead of the dissemination of investment research. The information only serves as non-binding and additional information and is 
based on the level of knowledge of the person in charge of drawing up the information on the respective date of its preparation. 
The content of the publication can be changed at any time without notice. This publication does not constitute or form part of, 
and should not be construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither 
this publication nor anything contained herein shall form the basis of or be relied on in connection with or act as an inducement 
to enter into any contract or inclusion of a security or financial product in a trading strategy. Information provided in this 
publication are based on publicly available sources which Erste Group considers as reliable, however, without verifying any such 
information by independent third persons. While all reasonable care has been taken to ensure that the facts stated herein are 
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representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-
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publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast 
or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance of securities or financial 
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