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MACRO HIGHLIGHTS 
WEEK OF 29 AUGUST 2016 

OUR HIGHLIGHTS: 
 

 Economists’ insight: Way paved for a Fed hike 
 Expectations have jumped for one or even two Fed upticks by end-2016. The decision will be based on job creation.  
 Meanwhile fiscal stimulus and ECB support are likely to spur economic activity in the Eurozone.  

 
 Focus on emerging markets: Marching in time with global parameters 

 Equity benchmarks are largely disconnected from local fundamentals.  
 They march in time with the dollar and US interest rates instead.   

 

 

ECONOMISTS’ INSIGHT 

WAY PAVED FOR A FED HIKE  
 

All eyes were on the US Fed Chair Janet Yellen last Friday as she addressed other central bankers 
gathered for their annual conference at Jackson Hole. The statement and minutes of the 27 July FOMC 
meeting had shown that the members of the Fed’s monetary policy committee saw fewer short-term risks 
facing the American economy than in the spring. In particular, they were less concerned about the recent 
developments. Moreover, the financial stress in the wake of the UK’s Brexit referendum decreased. In 
addition, recent comments, most notably by FOMC Vice-Chairman William Dudley on 16 August, seemingly 
pointed to a rate hike in the coming months. 

 

With this in mind, investors were expecting Yellen to reiterate the prospect of further monetary tightening. In 
fact she did so, but only to a point. She confirmed that an uptick was possible considering the improvement 
in jobs data and the outlook for growth and inflation observed in recent months. This, she said, had 
strengthened the case for a rate hike. However, she gave no indication for the timing of such an 
accommodative move. Investors therefore failed to react immediately to her message. It was the speech by 
her deputy, Stanley Fischer, a few minutes later that shed real light on the prospects of a forthcoming 
uptick. For him Yellen’s words set the stage for a hike in the federal funds rate in September and 
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OUR GROWTH AND INFLATION FORECASTS 
 

 

 

 
 
 

REAL GDP GROWTH (%) 2013 2014 2015 2016f Consensus 2017f Consensus
United States 1.5 2.4 2.4 1.9 1.5 2.2 2.2
Japan 1.4 -0.1 0.6 0.7 0.5 1.3 0.7
Eurozone -0.2 0.9 1.5 1.7 1.5 1.1 1.2

Germany 0.4 1.6 1.4 1.6 1.6 1.2 1.3
France 0.6 0.6 1.3 1.4 1.3 0.9 1.1
Italy -1.8 -0.3 0.6 1.1 0.8 1.1 0.9
Spain -1.7 1.4 3.2 2.8 2.8 2.2 2.0
Portugal -1.1 0.9 1.5 1.2 1.1 1.6 1.3
Luxembourg 4.4 4.1 4.9 3.7 3.4 4.1 2.7

Europe ex-Eurozone
United Kingdom 1.9 3.1 2.2 1.0 1.5 -0.2 0.6
Switzerland 1.8 1.9 0.9 1.1 1.0 1.2 1.4
Sweden 1.2 2.4 3.8 3.6 3.2 2.9 2.4

Israel 3.2 2.7 2.5 2.8 2.6 3.0 3.1
Emerging Markets

China 7.7 7.3 6.9 6.5 6.5 6.0 6.3
Brazil 3.0 0.1 -3.9 -4.3 -3.5 0.7 1.0
India 6.3 7.0 7.3 7.5 7.5 7.3 7.7

CONSUMER PRICE INDEX (%) 2013 2014 2015 2016f Consensus 2017f Consensus
United States 1.5 1.6 0.1 1.3 1.3 2.3 2.2
Japan 0.4 2.7 0.8 0.2 -0.1 0.6 0.7
Eurozone 1.4 0.4 0.0 0.2 0.3 1.1 1.3

Germany 1.6 0.8 0.1 0.5 0.4 1.3 1.5
France 1.0 0.6 0.1 0.3 0.3 0.8 1.2
Italy 1.2 0.2 0.1 0.1 0.0 0.8 1.0
Spain 1.5 -0.2 -0.6 -0.1 -0.4 0.9 1.2
Portugal 0.4 -0.2 0.5 0.6 0.6 1.3 1.2
Luxembourg 1.7 0.7 0.1 0.7 0.0 1.4 1.7

Europe ex-Eurozone
United Kingdom 2.6 1.5 0.0 1.4 0.7 3.5 2.2
Switzerland -0.2 0.0 -1.1 -0.5 -0.5 -0.1 0.3
Sweden 0.4 0.2 0.7 0.9 0.9 1.5 1.6

Israel 1.5 0.5 -0.6 -0.3 -0.3 1.2 1.2
Emerging Markets

China 2.6 2.0 1.4 2.1 2.0 2.4 2.0
Brazil 6.2 6.3 9.0 8.9 8.6 7.3 5.6
India 9.9 6.7 4.9 5.1 4.9 4.8 5.3
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OUR MONETARY POLICY FORECASTS 
 

 
 
 

OUR CURRENCY FORECASTS 
 

KEY RATES (%) 2013 2014 2015 2016f Consensus 2017f Consensus
United States 0.25 0.25 0.50 0.75 0.70 1.25 1.00
Japan 0.10 0.10 0.10 -0.10 -0.10 -0.10 -0.20
Eurozone 0.25 0.05 0.05 0.00 0.00 0.00 0.00
 Europe ex-Eurozone

United Kingdom 0.50 0.50 0.50 0.25 0.10 0.25 0.10
Switzerland 0.00 -0.25 -0.75 -1.00 -0.80 -1.00 -0.85
Sweden 0.75 0.00 -0.35 -0.50 -0.55 0.00 -0.50

Israel 1.00 0.25 0.10 0.10 0.15 0.50 0.75
Emerging Markets

China 6.00 5.60 4.35 3.85 4.15 3.35 4.10
Brazil 10.00 11.75 14.25 14.00 13.60 13.50 11.30
India 7.75 8.00 6.75 6.50 6.40 6.50 6.35

FOREIGN EXCHANGE* 2013 2014 2015 2016f Consensus 2017f Consensus
 Dollar
 EUR/USD 1.37 1.20 1.08 1.08 1.09 1.04 1.10
 USD/JPY 105 120 120 116 105 121 110
 GBP/USD 1.66 1.56 1.47 1.24 1.27 1.20 1.32
 USD/CHF 0.89 0.99 1.00 1.00 0.99 1.00 1.00
 USD/CNY 6.05 6.21 6.49 6.70 6.75 6.90 6.80
 Euro
 EUR/JPY 144 144 130 125 114 126 121
 EUR/GBP 0.83 0.77 0.73 0.87 0.86 0.87 0.83
 EUR/CHF 1.23 1.20 1.09 1.08 1.08 1.04 1.10
 EUR/SEK 8.85 9.44 9.17 9.53 9.29 9.60 8.90
*end of period data
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DISCLAIMER 

 

This document is not a contract and has been produced for information purposes only. 
It may not be distributed to persons in jurisdictions in which it would constitute a recommendation, offer of products or services or a solicitation and 
consequently would be illegal. 
The figures, comments, analyses and investment research contained in this document reflect the feeling of the Edmond de Rothschild group on the 
markets, based on its expertise, its economic analyses and on the information in its possession at publication, which may therefore change. The figures, 
comments, analyses and investment research contained in this document may be incorrect, obsolete or irrelevant when read by investors because of the 
date on which the document was published or of changes in the market. 
All economists mentioned in this document certify that the viewpoints they have expressed on the companies and securities they have considered are their 
own personal opinions. Their remuneration is not tied directly or indirectly to the particular recommendations and opinions stated in this document Details of 
the rating methods used by the Edmond de Rothschild group are available free of charge upon request. 
This document provides only general and preliminary information for investors and should not be used as the basis for investment, disinvestment or holding 
decisions. 
The Edmond de Rothschild group therefore advises investors to obtain the statutory descriptions of all financial products before investing in them in order to 
examine the risks they carry and to form their own opinions independently of those of the Edmond de Rothschild group. Investors are recommended to 
seek independent and professional advice from specialists before entering into any transaction on the basis of the information contained in this document in 
order to ensure that the investment in question is suitable for their own financial and tax positions. 
Past performance and volatility are no indication of future performance and volatility, which change over time and may respond differently to changes in 
exchange rates. 
This document and the analyses it contains may not be reproduced or used in all or any part without the permission of the Edmond de Rothschild group. 
Edmond de Rothschild (Suisse) S.A. is a bank regulated by the Federal Banks and Savings Banks Act of 8 November 1934 and has its registered office at 
18 rue de Hesse, 1204 Geneva, Switzerland.  
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