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HIGHLIGHTS OF THE WEEK 

Economist insights: The United States and China exchange tariff threats, moderation 
in US consumption growth and a drop in Swiss imports in February (p.1) 

› The United States threatened China with an increase in trade tariffs on 1,300 products, but the 

Chinese quickly retaliated. It’s a power struggle with limited macroeconomic impact at this stage  

› Job growth in the US was disappointing in March, as was consumption growth in February, in line 

with our forecasts of a moderate acceleration in GDP in 2018  

› In Switzerland, the trade surplus jumped thanks to a fall in imports in the chemicals/pharma and 

automobile sectors. Even corrected for this temporary factor, trade remains well oriented 

 

Focus US: Residential construction could provide greater support to GDP growth in 
2018-2019 (p.5) 

› Residential investment represented just 3.5% of GDP in 2017, much lower than its long-term 

average of 4.6%, leaving greater room for a catch-up by the sector 

› While real estate supply is currently low in the US, demand is likely to continue to grow and could 

thus stimulate residential construction in 2018-2019 

› Despite the Fed’s monetary normalisation process, the increase in 30-year mortgage rates should 

remain limited and housing affordability should remain favourable according to our analysis 
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ECONOMIST INSIGHTS 

THE UNITED STATES AND CHINA EXCHANGE TARIFF THREATS, MODERATION 

IN US CONSUMPTION GROWTH AND A DROP IN SWISS IMPORTS  

UNITED STATES – THE TRUMP ADMINISTRATION HAS THREATENED TO INCREASE TRADE TARIFFS ON MORE THAN 

1,300 PRODUCTS IMPORTED FROM CHINA, THE MACROECONOMIC IMPACT SHOULD BE LIMITED AT THIS STAGE  

President Trump began to tackle the US trade deficit the day after the adoption of his tax reform. After threatening to suspend 

the North American Free Trade Agreement (NAFTA) and imposing trade barriers on steel and aluminium imports, he is now 

targeting China.  

 

The US Trade Representative has published a list of more than 1,300 Chinese products (link to the detailed list) to which a 25% 

tariff increase should be applied. This sanction follows a study carried out at the request of the US president, which notably 

points a finger at intellectual property theft, cyberattacks orchestrated by Beijing, and unfair business practices in terms of 

Chinese acquisitions of US companies.  

 

In response to the announcements by the US, China retaliated by indicating it would set up trade barriers on agri-food products 

(soya, wheat, corn, etc.) coming from the US. For the time being these are only threats.  

 

If the Americans do apply trade tariffs on the 1,300 products coming from China, the impact on the US economy is likely to 

remain contained: 

 The value of the 1,300 Chinese products affected by the tariffs was estimated at USD50 billion, i.e. just 2.1% of US 

goods imports in 2017. This means that the impact of the tariff increase on consumer prices should be negligible, 

especially as companies could turn to other countries for provisioning. 

 The products targeted by the tariffs are above all related to the industrial, technology and transport sectors, as the US 

government chose to eliminate products that would have directly impacted US consumers. The US sectors that could 

be faced with a slight rise in prices are, according to our calculations, the same sectors that are set to benefit the most 

from the tax cuts. The tax reform could thus enable these industries to absorb a part of the price increase. 

 

However, if China were to impose trade tariffs on certain food products imported from the US, American farmers could suffer 

from a slight drop in their exports. This retaliatory measure could make the Republicans uncomfortable due to the concentration 

of agricultural production in the upper Midwest of the United States (see left-hand chart), and in swing states, which have not yet 

been won over ahead of the mid-term legislative elections in November 2018 (among others, Ohio, Indiana, Wisconsin and 

North Dakota).  

 

  

 

Soya production is concentrated in the upper Midwest of the United States 

 

Source: https://www.nass.usda.gov/Charts_and_Maps/Crops_County/sb-pr.php 

 

Growth in disposable income stabilised in January and February

 
  

https://ustr.gov/sites/default/files/files/Press/Releases/301FRN.pdf
https://www.nass.usda.gov/Charts_and_Maps/Crops_County/sb-pr.php
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Lastly, while the measures announced will probably not be applied as they currently stand, and the macroeconomic impact 

should remain contained, the uncertainty arising from these threats could temporarily weigh on certain investments. 

 

UNITED STATES – DISAPPOINTING JOB GROWTH IN MARCH AND A SLOWDOWN IN HOUSEHOLD CONSUMPTION 

 

Beyond political and trade conflicts, the real challenge at hand remains the trend in the US economy1. 

 

The March employment report was lacklustre. While the unemployment rate remained stable at 4.1% and y-o-y growth in wages 

was up slightly at 2.7%, job creation was disappointing. This is in line with our expectation of a slowdown in employment growth 

in 2018 compared to 2017, due to the low unemployment rate, despite a participation rate that should continue to increase 

slightly. 

 In March, 103,000 jobs were created, after 326,000 in February. On average in Q1, companies created 202,000 new 

positions, down slightly compared to the 221,000 recorded in Q4 2017.  

 

Weak consumption was confirmed in January and February, notably due to the stabilisation of disposable household income 

growth.  

 Consumption growth slowed from 2.9% in Q4 2017 to 2.8% during the first two months of 2018. Not only has growth in 

real disposable income (i.e. adjusted for inflation) stabilised at 2.2% since December 2017, the savings rate of 

households also increased slightly, following a sharp decline in 2016 and 2017, from 2.4% of disposable income in 

December 2017 to 3.4% in February 2018.  

 As illustrated in the right-hand chart on page 2, the stabilisation of growth in disposable income can be explained by 

several factors: firstly, the contribution of household wages to growth in disposable income was weaker (red bars, non-

deflated data), while that of dividend and interest income also diminished, due to the drop in financial markets (light 

blue bars). Moreover, inflation accelerated slightly, from 2.1% in the last quarter of 2017 to 2.2% at the start of 2018, 

weighing on the purchasing power of households. These factors were nevertheless offset by the drop in income tax, in 

effect from January 2018 (dark blue bars). 

 

Lastly, the leading indicators derived from purchasing manager surveys were down in March in both the manufacturing and non-

manufacturing sectors. They nevertheless remain well above 50, indicating expansion in the economy. 

 For the manufacturing sector, the index was down from 60.8 in February to 59.3 in March. This slight decrease is due 

to declines in most of its sub-components, notably new orders, production and employment. For the non-

manufacturing sector, the index was down from 59.5 to 58.8, mainly due to a weaker business outlook and fewer new 

orders, while the “employment” component remained in line with its average of the past 10 months.  

 The average of the ISM indices in the first quarter of 2018 nevertheless remained above the levels observed in 2017. 

Thus, the ISM Manufacturing index was up from an average of 58.7 in Q4 2017 to 59.7 in Q1 2018, and the ISM Non-

Manufacturing index increased from 57.7 in Q4 2017 to 59.4 in Q1 2018. 

 

The slowdown in consumption growth and sound lead ISM indicators are in line with our forecast of a moderate acceleration in 

GDP growth to 2.5% in 2018, stimulated more by corporate investment than by household spending. 

 

SWITZERLAND – THE FALL IN IMPORTS BOOSTED THE TRADE BALANCE IN FEBRUARY 

External trade remains one of the main GDP growth drivers in Switzerland. In 2017, due to the past high level of the franc, 

notably against the euro, as well as exceptional factors such as the normalisation of pharmaceutical exports, which had grown 

strongly the year before, external trade did not support growth as much as it did in 2016: it contributed 0.7 percentage points to 

annual GDP growth of 1.1%, while in 2016, it had contributed 1.6 percentage points to GDP growth of 1.4%. Its trend will 

certainly be decisive once again for Swiss GDP growth in 2018. Moreover, while the trend in the trade balance disappointed in 

January, it was, conversely, very positive in February.  

 

The Swiss trade surplus increased sharply in February. Adjusted for seasonal effects, it reached CHF3.2 billion, up from 

CHF1.1 billion in January, its highest level since December 2017, which was above the 2017 average of CHF2.9 billion. But 

while exports continued to rise (in nominal terms they were up 1.8% month-on-month and 2.3% in real terms), the rebound in 

                                                             

 
1
 On page 5 you will find the third issue of our in-depth analysis “Is the US economy at the top of its form?” 
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the trade balance nevertheless mainly resulted from a fall in imports (imports recorded a 9.8% decrease in nominal terms and 

9.5% in real terms). 

 

This decline in imports could only be temporary, however. As highlighted by the Swiss Federal Customs Administration, the 

chemicals/pharmaceuticals and auto sectors alone explain 93% of the drop in imports in February. Moreover, both had seen 

strong growth in January, bringing them to historical highs (from 1997), and were behind the 61% rise in imports that month. 

 

Thus, it is possible that the high trade surplus of February will not be renewed in the coming months. Nevertheless, we continue 

to expect that the past drop in the franc against the euro (-9.4% since April 2017) and, especially, the favourable trend of world 

demand, are set to enable external trade to contribute positively to GDP growth in 2018. 

 

The strong increase in the Swiss trade surplus in February... 
... notably resulted from a downward correction of imports, which could be 

temporary 

  

 

 

 

Sophie Casanova - Economist, Central banks, s.casanova@edr.com 

Lisa Turk - Economist, the United States, l.turk@edr.com  

mailto:s.casanova@edr.com
mailto:l.turk@edr.com
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 SPECIAL FOCUS UNITED STATES: IS THE US ECONOMY AT THE TOP OF ITS FORM? 

 

ISSUE NO. 3: IN THE US, RESIDENTIAL CONSTRUCTION COULD 

PROVIDE GREATER SUPPORT TO GDP IN 2018-2019  

Lisa Turk - Economist, the United States, l.turk@edr.com 

 

The pick-up in the US real estate market following the financial crisis of 2008 was slow and fragile, due to the massive 

deleveraging of households. Since 2012, residential investment has once again contributed positively to GDP growth (see left-

hand chart), supported in part by the significant drop in mortgage interest rates between 2009 and 2012. While the share of 

residential construction in GDP increased from 2.6% in 2011 to 3.5% in 2017, it is nevertheless far from the 6.1% of 2005 and 

its very long-term average of 4.6% (1950-2017). Existing and new home sales have returned to their 2002 and 1992 levels, 

respectively (see right-hand chart). The 617,000 single-family dwellings sold in 2017 thus represent 48% of sales transacted in 

2005 (and 70% of 2000 sales), suggesting still considerable room for a catch-up. Real estate prices have exceeded their highs 

of 2006 and accelerated by an average 5.9% in 2017. While growth in residential construction slowed to 1.8% in 2017, several 

factors suggest that it could accelerate moderately in the second half of 2018 and in 2019. 

 

The real estate market: support for GDP growth in 2018-2019 

Residential investment - which includes residential construction and renovation but excludes the purchase of existing homes - 

could return to a more dynamic trend over the coming quarters given the recent increase in new households, low inventories of 

homes available for sale, the high home-buying intentions of Americans and their favourable financial situation:  

 Inventories of homes available for sale are at a historically low level. From 3.5 million existing homes available for sale 

in 2007, inventories fell to just 1.6 million in 2017 (see Appendix 1 - chart 1). The weakness of supply results notably 

from less dynamic construction since the crisis.  

 The number of new households is increasing. Between December 2016 and December 2017, 1.8 million households 

were created, bringing the total number of US households to 120.3 million (Appendix 1 - chart 2). Overall, new 

  

 

Residential investment has again contributed positively to GDP growth 

since 2012 

 

 

While existing and new home sales are still far from their pre-crisis levels, 

prices have exceeded 2006 levels 

 
  

Our loyal readers know that the acceleration in the US is at the heart of our scenario for 2018. There is intense debate between 

those who consider that the US economy is in great shape and those who believe there is still potential for an acceleration in 

non-inflationary GDP growth. The stakes are crucial, as the evaluation of the impact of President Trump’s economic policy 

depends on this. This is why we decided to present you the results of our in-depth macroeconomic research on the US 

economy and its drivers. This work will be the subject of a series of eight issues published over the course of 2018. We will 

propose an intermediate conclusion before the summer and a final conclusion in November.  
 

This third issue focuses on residential investment. At 3.5% of GDP, residential investment remains below its long-term 

average of 4.6%. While real estate supply is low and demand is likely to continue to grow, residential construction could show a 

more dynamic trend in 2018-2019. 

mailto:l.turk@edr.com
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household creations have not been very dynamic since the crisis, especially due to an increase in the share of young 

adults between 25 and 34 living with their parents (up from 11% in 2005 to 16% in 2017). However, the increase in the 

rate of participation in the labour market of this age bracket should enable more young people to leave home and 

create their own household (see Appendix 1 - chart 3), at the same time boosting demand for housing.   

 New home buying intentions for the next six months are at higher levels than in the years preceding the crisis (see 

Appendix 1 - chart 4). Despite the stabilisation of the index over the past few quarters, its high level suggests 

households have strong intentions to buy new homes. According to this survey, the context of uncertainty resulting 

from the crisis dissipated in 2016, when the index returned to its pre-crisis average, making way for a recovery in 

household confidence in the real estate market.   

 The financial position of households is favourable.  

o Household debt levels were sharply reduced following the crisis, with their mortgage debt dropping from 

USD10,600 billion in 2007 to USD10,100 billion at end-2017. As a percentage of disposable income, 

mortgage debt decreased from 100% on average in 2007 to 69% ten years later. In addition to this 

deleveraging, the drop in mortgage rates pushed the interest burden of households down to just 2.8% of 

their disposable income at end-2017 vs. 5.6% at end-2007 (see Appendix 1 - chart 5). The financial situation 

of Americans has thus improved markedly over the past few years. 

o Bank conditions for granting loans remain flexible at the start of 2018, notably due to the very low rate of 

default and late payments. The latter continue to decline and accounted for just 3.7% of total loans in 2017 

vs. 10.9% at their peak in 2010. While banks nevertheless record weak demand for credit from households, 

the mortgage applications index calculated by the Mortgage Bankers Association rose 5.9% in 2017.   

 

With low inventories of available homes, the good trend in demand thus pleads in favour of an acceleration in residential 

construction. Some factors, like the high cost of labour in this sector (USD29.5/hour in construction vs. an average hourly wage 

of USD26.8) or the recent increase in the cost of building materials, could limit growth. However, year-on-year growth in building 

permits has already begun to pick up, from 3.0% in Q4 2017 to 7.2% in January and February 2018. 

 

Low mortgage rates are set to sustain household buying power 

Mortgage rates are likely to remain decorrelated from short-term rates. While the Federal Reserve (Fed) began to normalise its 

monetary policy in December 2015, raising its fed funds rate by 150 basis points (bp) since then to 1.75%, the 30-year 

mortgage rate has increased much less, and was up by 51bp to 4.44% over the same period, a similar trend to the 10-year 

Treasury yield2, which has risen by 47bp to 2.74% (see left-hand chart p.7). 

 

Thus, even if, as we expect, the Fed were to continue its gradual monetary tightening, upward pressure on mortgage rates 

would probably remain contained. Especially as the Fed’s balance sheet reduction process is very slow, which contributes to 

keeping the term premiums on the assets it holds compressed -Treasury bonds and mortgage-backed securities - as well as 

maintaining their yields at low levels (see Appendix 1 - chart 6). Based on these assumptions, 30-year mortgage rates could 

reach 4.70% in Q4 2018 and 4.85% on average in 2019. 

 

The limited rise in mortgage rates should enable the real estate market to remain affordable for households in 2018-2019, as 

shown by our EdR Housing Affordability Index3 (see right-hand chart p.7). This means that an American family with a median 

income should be able to easily obtain a mortgage for the purchase of a home with a median price. Although the rise in real 

estate prices has weighed on home ownership capacity over the past few quarters, low mortgage rates have offset this factor 

and kept the real estate market affordable. Thus, according to our mortgage rate forecasts for 2018-2019, our housing 

affordability indicator is set to remain above its long-term average, suggesting a favourable household home ownership trend.      

 

 

 

 

 

                                                             

 
2
 Treasury yields serve as a benchmark for the 30-year mortgage rate. As mortgages have an early repayment option, the benchmark maturity for 30-year 

loans is more the 10-year Treasury yield than the 30-year Treasury yield. (see Federal Reserve Bank of St. Louis https://www.stlouisfed.org/on-the-
economy/2017/october/increases-fed-funds-rate-impact-other-interest-rates; https://fraser.stlouisfed.org/files/docs/publications/FRB/pages/1985-
1989/32399_1985-1989.pdf).  
3
 Our Household Affordability Index is based on the median cost to buy a home, mortgage rates and median household income. 

https://www.stlouisfed.org/on-the-economy/2017/october/increases-fed-funds-rate-impact-other-interest-rates
https://www.stlouisfed.org/on-the-economy/2017/october/increases-fed-funds-rate-impact-other-interest-rates
https://fraser.stlouisfed.org/files/docs/publications/FRB/pages/1985-1989/32399_1985-1989.pdf
https://fraser.stlouisfed.org/files/docs/publications/FRB/pages/1985-1989/32399_1985-1989.pdf
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30-year mortgage rates move in line with the 10-year Treasury 

Note  

The EdR Eco Research Housing Affordability Index is still far 

above its pre-crisis average 

  

 

 

Conclusion: 

 While inventories of homes available for sale are at historically low levels, demand is set to continue to grow, as 

indicated by the rising number of new households, high buying intentions of US households, their good financial 

position and the attractive loan conditions of banks. 

 Furthermore, despite the Fed’s monetary normalisation, 30-year mortgage rates are unlikely to rise excessively. This 

should enable the real estate market to remain affordable for households, as indicated by our EdR Housing 

Affordability Index, which is very sensitive to changes in interest rates. 

 While residential construction could increase moderately from Q3 2018 and in 2019 and contribute more to GDP 

growth, this does not lead us to anticipate a marked rise in real estate prices. 
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APPENDIX 1 - CHARTS  

 

Chart 1: Existing home inventories have fallen to historical lows 

 

Chart 2: The number of new households increased at end-2017 

  
 

Chart 3: The number of young people between 25 and 34 years of age 

still living with their parents could decrease in the coming years 

 

Chart 4: Home-buying intentions in the next six months have reached very 

high levels, suggesting a rise in household demand 

  
  

Chart 5: Strong decrease in the debt level of US households over the past 

few years. Their financial position has improved  

 

Chart 6: The very gradual reduction in the Fed’s balance sheet should 

contribute to limiting upward pressure on 30-year mortgage rates 
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APPENDIX 1 – LATEST CHANGES ON FINANCIAL MARKETS 

 

 

 

 

 

 

 

 

 

 

 

PERFORMANCE IN LOCAL CURRENCY
LAST 

PRICE
WEEKLY CHANGE MONTHLY CHANGE YEAR-TO-DATE CHANGE 1-YEAR CHANGE

Equities (total return)

World (MSCI) 504             1.0% -3.8% -1.1% 15.5%

United States (S&P 500) 2'656          1.3% -6.1% -1.7% 13.1%

Eurozone (Euro Stoxx) 382             1.5% -0.4% -1.2% 4.4%

     Germany (DAX) 12'401       1.4% -0.7% -5.1% 0.3%

     France (CAC 40) 5'303          1.9% 0.0% -0.7% 5.6%

     Spain (IBEX 35) 9'765          1.7% 0.9% -2.3% -4.3%

     Italy (FTSE MIB) 23'170       2.9% 1.4% 5.8% 16.9%

     Portugal (PSI 20) 5'480          0.8% 0.5% 1.1% 13.4%

United Kingdom (FTSE 100) 7'256          2.1% -0.1% -5.3% 1.8%

Switzerland (SMI) 8'754          -0.1% -1.5% -5.6% 4.1%

Japan (Nikkei) 21'794       1.4% 1.7% -4.1% 18.2%

Emerging Markets (MSCI) 1'163          -0.5% -3.5% 0.7% 24.0%

United States 2.80% 2.2 -9.7 39.2 43.1

Eurozone 0.52% 2.0 -12.5 9.6 31.5

     Germany 0.52% 2.0 -12.5 9.6 31.5

     France 0.76% 3.0 -13.1 -2.1 -16.9

     Spain 1.25% 7.2 -17.5 -30.4 -34.1

     Italy 1.79% 0.1 -21.3 -21.4 -43.8

     Portugal 1.71% 8.6 -14.0 -19.7 -208.8

United Kingdom 1.41% 5.2 -8.2 22.1 33.5

Switzerland -0.01% -0.7 -9.7 16.6 17.8

Japan 0.03% 0.6 -1.9 -1.4 -1.5

Emerging Markets (local currency) 4.81% -1.8 -9.4 -2.6 -7.0

United States (IG Corp.) 3.76% 0.4 -1.9 39.9 43.2

Eurozone (IG Corp.) 0.90% 0.5 4.1 12.9 7.9

Emerging Markets 5.12% 3.7 20.7 61.9 64.2

United States (HY Corp.) 6.22% 2.0 7.7 60.5 44.1

Eurozone (HY Corp.) 3.31% -4.2 13.5 40.5 -33.8

Convertible Bonds (price change)

United States (Convert. Barclays) 51               0.4% -4.5% 1.1% 10.3%

Eurozone (Convert. Exane) 7'633          0.4% -0.5% -1.3% 0.3%

Commodities

Commodities (TR) 426             0.7% -1.3% 1.0% 1.6%

Gold 1'343          0.4% 1.0% 1.8% 5.4%

Crude Oil (Brent) 70               2.1% 5.0% 2.6% 26.4%

Currencies

Dollar Index 89.7            -0.6% -0.5% -2.7% -11.2%

EURUSD 1.24            0.7% 0.2% 2.9% 16.6%

GBPUSD 1.42            0.8% 1.9% 4.9% 14.2%

USDCHF 1.05            -0.3% 0.9% -1.9% -5.2%

USDJPY 107.2         0.5% 0.7% -4.9% -3.4%

Source : Bloomberg 

Sovereign Bonds, 10Y (change in basis point)

Corporate Bonds (change in basis point)

High-Yield Bonds (change in basis point)
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APPENDIX 2 – LEADING ECONOMIC INDICATORS 

 

 

 

 

Main Economic Indicators - Released (26 March - 6 April) and to be released (9 - 13 April)
US

Date Indicator Period Consensus Actual Prior Revised

27/03 Case-Shiller 20-City Home Price index, YoY Jan. 6.18% 6.30% 6.28%

28/03 GDP, QoQ annualized Q4 T 2.6% 2.9% 2.5%

28/03 GDP, YoY Q4 T 2.6% 2.5%

29/03 Personal Income, MoM Feb. 0.5% 0.4% 0.4%

29/03 Personal Spending, MoM Feb. 0.2% 0.2% 0.2%

29/03 PCE index, YoY Feb. 1.8% 1.7%

29/03 Core PCE index, Yoy Feb. 1.6% 1.5%

02/04 ISM Manufacturing, month Mar. 60.0 59.3 60.8 -

04/04 ADP Employment Change, month Mar. 205k 241k 235k 246k

04/04 ISM Non-Manufacturing, month Mar. 59.0 58.8 59.5 -

06/04 Change in Nonfarm Payrolls, month Mar. 185k 102k 313k 320k

06/04 Change in Private Payrolls, month Mar. 212k 102k 287k 320k

06/04 Unemployment Rate, month Mar. 4.0% 4.1% 4.1% -

06/04 Average Hourly Earnings, YoY Mar. 2.7% 2.7% 2.6% -

10/04 PPI, YoY Mar. 2.9% - 2.8% -

10/04 Core PPI, Yoy Mar. 2.6% - 2.5% -

11/04 CPI, YoY Mar. 2.4% - 2.2% -

11/04 Core CPI, YoY Mar. 2.1% - 1.8% -

11/04 FOMC Meeting Minutes - - - -

Euro zone

Date Indicator Period Consensus Actual Prior Revised

27/03 M3 Money Supply, YoY Feb. 4.2% 4.6% 4.5%

27/03 Loans to non-financial corporations, YoY Feb. 3.1% 3.4%

27/03 Loans to households, YoY Feb. 2.9% 2.9%

27/03 Economic Confidence, month Mar. 112.6 114.1 114.2

03/04 Manufacturing PMI, month Mar. F 56.6 56.6 56.6 -

05/04 Services PMI, month Mar. F 55.0 54.9 55.0 -

05/04 Composite PMI, month Mar. F 55.3 55.2 55.3 -

Germany

Date Indicator Period Consensus Actual Prior Revised

29/03 HICP, YoY Mar. P 1.6% 1.5% 1.2%

03/04 Manufacturing PMI, month Mar. F 58.4 58.2 58.4 -

05/04 Factory Orders, MoM Feb. 2.4% 0.3% -3.9% 0.0

05/04 Services PMI, month Mar. F 54.2 53.9 54.2 -

05/04 Composite PMI, month Mar. F 55.4 55.1 55.4 -

06/04 Industrial Production, MoM Feb. 0.3% -1.6% -0.1% 0.1

13/04 HICP, YoY Mar. F 1.5% - 1.5% -

France

Date Indicator Period Consensus Actual Prior Revised

26/03 GDP, QoQ Q4 F 0.7% 0.6%

26/03 GDP, YoY Q4 F 2.5% 2.5%

30/03 HICP, YoY Mar. P 1.7% 1.3%

03/04 Manufacturing PMI, month Mar. F 53.6 53.7 53.6 -

05/04 Services PMI, month Mar. F 56.8 56.9 56.8 -

05/04 Composite PMI, month Mar. F 56.2 56.3 56.2 -

10/04 Manufacturing Production, MoM Feb. 0.7% - -1.1% -

12/04 HICP, YoY Mar. F 1.7% - 1.7% -

Switzerland

Date Indicator Period Consensus Actual Prior Revised

29/03 KOF Leading Indicator, month Mar. 106.0 108.0 108.4

03/04 Manufacturing PMI, month Mar. 64.4 60.3 65.5 -

05/04 CPI, YoY Mar. 0.60% 0.80% 0.60% -

06/04 Foreign Reserves, CHF, month Mar. 734.5b 737.8b 732.8b 732.3b

09/04 Unemployment Rate, month Mar. 2.90% 2.90% 2.9% -
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Main Economic Indicators - Released (26 March - 6 April) and to be released (9 - 13 April)

UK

Date Indicator Period Consensus Actual Prior Revised

28/03 Nationwide House Price Index, MoM Mar. -0.2% -0.3% -0.4%

28/03 Nationwide House Price Index, YoY Mar. 2.1% 2.2%

29/03 GDP, QoQ Q4 F 0.4% 0.4%

29/03 GDP, YoY Q4 F 1.4% 1.4%

03/04 Manufacturing PMI, month Mar. 54.8 55.1 55.2 55.0

05/04 Services PMI, month Mar. 54.2 51.7 54.5 -

05/04 Composite PMI, month Mar. - 52.5 54.5 -

09/04 Halifax House Price Index, MoM Mar. 0.1% - 0.4% -

09/04 Halifax House Price Index, YoY Mar. 2.0% - 1.8% -

11/04 Visib le Trade Balance £Mln, month Feb. -£11900 - -£12325 -

11/04 Manufacturing Production, MoM Feb. 0.2% - 0.1% -

Japan

Date Indicator Period Consensus Actual Prior Revised

02/04 Tankan Large Mfg Index, month Q1 25.0 24.0 25.0 25.0

China

Date Indicator Period Consensus Actual Prior Revised

31/03 Manufacturing PMI, month Mar. 50.6 51.5 50.3

31/03 Non-manufacturing PMI, month Mar. 54.6 54.6 54.4

31/03 Composite PMI, month Mar. 54.0 52.9

02/04 Caixin China PMI Manufacturing, month Mar. 51.7 51.0 51.6 -

04/04 Caixin China PMI Composite, month Mar. - 51.8 53.3 -

04/04 Caixin China PMI Services, month Mar. 54.6 52.3 54.2 -

10/04 M2 Money Supply, YoY Mar. 8.9% - 8.8% -

10/04 New Yuan Loans CNY, month Mar. 1151.0b - 839.3b -

11/04 PPI, YoY Mar. 3.3% - 3.7% -

11/04 CPI, YoY Mar. 2.6% - 2.9% -

13/04 Trade Balance USD, month Mar. $27.37b - $33.74b $33.75b

13/04 Exports, YoY Mar. 11.9% - 44.5% -

13/04 Imports, YoY Mar. 12.2% - 6.3% -
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APPENDIX 3 – OUR GROWTH AND INFLATION FORECASTS 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

GDP GROWTH IN VOLUME (%) 2014 2015 2016 Q4 17f 2017f Consensus Q4 18f 2018f Consensus 2019f Consensus

 United States 2.6 2.9 1.5 2.4 2.2 2.2 2.3 2.5 2.4 2.1 2.1

 Japan 0.4 1.1 1.0 1.4 1.5 1.5 1.1 1.2 1.3 0.9 0.9

 Eurozone 1.4 2.0 1.8 2.2 2.2 2.2 1.8 1.8 1.9 1.6 1.6

Germany 1.9 1.7 1.9 2.5 2.2 2.2 1.8 1.8 2.0 1.8 1.7

France 0.9 1.1 1.2 2.1 1.7 1.7 1.7 1.8 1.8 1.6 1.6

Italy 0.1 1.0 0.9 1.6 1.5 1.5 1.5 1.5 1.3 1.0 1.1

Spain 1.4 3.4 3.3 3.1 3.1 3.1 2.3 2.4 2.5 2.4 2.2

Portugal 0.9 1.8 1.5 2.2 2.6 2.6 1.9 2.0 1.9 1.7 1.6

Luxembourg 5.7 2.9 3.1 4.0 3.3 3.5 3.1 3.3 3.5 3.0 2.5

 Europe ex-Eurozone

United Kingdom 3.1 2.3 1.8 1.4 1.5 1.5 1.0 1.2 1.4 1.0 1.6

Switzerland 2.5 1.2 1.4 1.6 0.8 0.9 1.7 1.8 1.7 1.7 1.7

 Israel 3.5 2.6 4.0 3.1 3.3 3.2 3.3 3.3 3.3 3.4 3.0

 Emerging countries 4.8 4.0 4.1 5.2 4.9 4.5 4.7 5.0 4.9 4.7 5.0

China 7.3 6.9 6.7 6.7 6.8 6.8 6.3 6.4 6.4 6.0 6.2

Brazil 0.5 -3.8 -3.6 1.3 0.6 0.7 2.5 2.1 2.4 2.3 2.5

India 7.0 7.5 7.9 6.9 6.3 6.4 7.8 7.6 6.7 7.7 7.4

CONSUMER PRICE INDEX (%) 2014 2015 2016 Q4 17f 2017f Consensus Q4 18f 2018f Consensus 2019f Consensus

 United States 1.6 0.1 1.3 2.2 2.1 2.1 2.3 2.3 2.1 2.3 2.2

 Japan 2.7 0.8 -0.1 0.7 0.5 0.5 0.9 0.8 0.9 1.3 1.6

 Eurozone (HCPI) 0.4 0.0 0.2 1.4 1.6 1.5 1.6 1.5 1.4 1.6 1.6

Germany 0.8 0.1 0.4 1.6 1.8 1.7 1.7 1.6 1.6 1.7 1.8

France 0.6 0.1 0.3 1.2 1.2 1.1 1.4 1.3 1.2 1.4 1.5

Italy 0.2 0.1 -0.1 1.2 1.4 1.4 1.1 1.2 1.1 1.4 1.4

Spain -0.2 -0.6 -0.4 1.6 2.1 2.0 1.4 1.5 1.4 1.7 1.8

Portugal -0.2 0.5 0.6 1.5 1.5 1.5 1.4 1.5 1.4 1.5 1.4

Luxembourg 0.7 0.1 0.0 2.0 2.1 2.2 1.9 2.0 1.7 1.9 2.0

 Europe ex-Eurozone

United Kingdom 1.5 0.0 0.6 2.9 2.7 2.7 3.3 3.0 2.5 3.0 2.5

Switzerland 0.0 -1.1 -0.4 0.7 0.5 0.5 0.9 0.7 0.6 1.0 0.9

 Israel 0.5 -0.6 -0.5 0.2 0.8 0.4 1.0 0.7 0.8 1.1 1.1

 Emerging countries 4.2 4.3 3.8 3.0 3.0 3.0 3.2 3.3 3.3 3.1 3.3

China 2.0 1.4 2.0 1.8 1.6 1.6 2.0 2.2 2.2 2.0 2.2

Brazil 6.3 9.0 8.8 2.9 3.5 3.5 4.0 3.6 4.0 4.0 4.2

India 6.7 4.9 5.0 4.1 3.2 3.2 5.0 4.8 3.5 5.3 4.5



 

EDMOND DE ROTHSCHILD BOLD BUILDERS OF THE FUTURE 13 

 

 

APPENDIX 4 – OUR RATE AND CURRENCY FORECASTS 

 

 

 

 

  

KEY INTEREST RATES (%)* 2014 2015 2016 2017 Q1 18f Q2 18f Q3 18f Q4 18f 2018f Consensus 2019f Consensus

United States

Policy rate 0.25 0.50 0.75 1.50 1.75 1.75 2.00 2.25 2.25 2.10 2.75 2.52

2-year yield 0.46 0.68 0.83 1.39 1.90 1.95 2.25 2.45 2.14 1.99 2.65 2.54

10-year yield 2.53 2.13 1.83 2.33 2.60 2.90 3.00 3.05 2.89 2.63 3.20 3.12

Japan

Policy rate 0.10 0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 -0.10 0.00 -0.10 0.00

2-year yield 0.07 0.01 -0.21 -0.17 -0.15 -0.10 -0.10 -0.05 -0.10 -0.09 0.00 -0.04

10-year yield 0.55 0.36 -0.04 0.06 0.10 0.12 0.14 0.15 0.13 0.08 0.20 0.09

Eurozone

Policy rate 0.05 0.05 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.45

2-year Schatz yield 0.05 -0.25 -0.59 -0.72 -0.60 -0.55 -0.45 -0.35 -0.49 -0.43 0.00 0.18

10-year Bund yield 1.24 0.54 0.14 0.37 0.55 0.70 0.85 1.00 0.78 0.84 1.40 1.47

2-year OAT yield 0.13 -0.18 -0.51 -0.48 -0.45 -0.40 -0.30 -0.20 -0.34 -0.22 0.15 -

10-year OAT yield 1.68 0.86 0.48 0.81 0.90 1.05 1.20 1.35 1.13 1.23 1.75 1.67

United Kingdom

Policy rate 0.50 0.50 0.25 0.50 0.50 0.75 0.75 0.75 0.75 0.70 0.50 1.07

2-year yield 0.68 0.54 0.29 0.25 0.75 0.85 0.80 0.75 0.79 0.63 0.45 1.17

10-year yield 2.51 1.82 1.22 1.20 1.55 1.75 1.92 2.10 1.83 1.54 2.20 2.00

Switzerland

Policy rate -0.25 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.75 -0.45

2-year yield -0.33 -0.89 -0.91 -0.85 -0.70 -0.65 -0.55 -0.45 -0.59 -0.49 -0.20 0.10

10-year yield 0.31 -0.09 -0.35 -0.09 0.05 0.20 0.35 0.50 0.28 0.23 0.90 0.65

Emerging countries - Policy rates

China 5.60 4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.35 4.10 -

Brazil 11.75 14.25 13.75 7.00 6.50 6.50 6.50 7.00 7.00 7.00 7.50 -

India 8.00 6.75 6.25 6.00 5.75 5.75 6.00 6.00 6.00 5.95 6.50 -

* data at end of period for trimestrial values and period average for annual values

EXCHANGE RATE** 2014 2015 2016 2017 Q1 18f Q2 18f Q3 18f Q4 18f 2018f Consensus 2019f Consensus

 Dollar

EUR/USD 1.20 1.08 1.11 1.13 1.15 1.11 1.12 1.14 1.13 1.20 1.18 1.25

USD/JPY 120 120 109 112 114 116 117 118 116 113 120 114

GBP/USD 1.56 1.47 1.36 1.29 1.29 1.27 1.25 1.22 1.26 1.31 1.22 1.35

USD/CHF 0.99 1.00 0.98 0.98 0.99 1.03 1.03 1.01 1.01 0.97 0.97 0.94

USD/CNY 6.16 6.28 6.65 6.76 6.75 6.80 6.95 6.95 6.86 6.65 7.00 6.50

 Euro

EUR/JPY 144 130 120 127 131 129 131 135 131 136 142 143

EUR/GBP 0.77 0.73 0.81 0.88 0.89 0.87 0.90 0.93 0.90 0.92 0.97 0.93

EUR/CHF 1.20 1.09 1.09 1.11 1.14 1.14 1.15 1.15 1.15 1.17 1.15 1.18

EUR/SEK 9.44 9.17 9.47 9.64 9.55 9.40 9.35 9.25 9.39 9.24 9.15 9.10

**period average
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