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Eyeopener — New data after long weekend
19 August 2013

B Stable moods at the end of the week, weaker than
expected data from USA

B Slight changes in EURUSD, weaker zloty
B Continuation of upward trend in yields and IRS
B Today, data from Polish labour market

Global financial markets stabilized on Friday after quite
considerable swings on Thursday. Some rise in volatility
was observed after US data on housing market, which
proved worse than expected. This supported the euro
against the dollar. As regards domestic market, low liquidity
due to long weekend was supportive for an elevated
volatility, especially on the interest rate market.

On Friday the single currency continued gains versus the
dollar. This was primarily due to weaker readings of the US
housing data. After morning’s stabilization of EURUSD at
1.334, the rate climbed slightly above 1.337 at the close of
domestic session. During the Asian session the dollar
gained, pushing the rate back to 1.332 at today’s opening.
This week investors will focus on macro data and on release
of minutes of Fed’s July meeting. Important support is at
1.327, resistance at 1.34.

On the domestic FX market the zloty remained weak after
the strong depreciation on Thursday’'s illiquid market
(market holiday in Poland). Long weekend was a reason for
low investors’ activity, but trading range was quite wide:
4.2185-4.232 in relation to the euro and 3.153-3.73 in
relation to the dollar. At the end of the Friday’s session the
rates were close to upper borders of these ranges, this
morning they are even higher, at ca. 4.237 per euro and
3.18 per dollar.

Interest rate market was more volatile than FX market.
Prices of domestic debt, mainly on the middle and the
longer end of the curve adjusted to Thursday’s changes on
the core markets. As a result and given low liquidity, yield
curve moved up by 5 and 7bp on the middle and longer end,
respectively. 10Y benchmark yield climbed to 4.35%, the
highest level since end of June. Rises were posted also on
the IRS market (by 6-11bp along the curve). In due course,
IRS curve steepened — 2-10Y spread widened to 109bp, the
highest level since 24 June. Adjustment after inflation data
took place on the longer WIBOR rate (6-12M), which
climbed by 1bp, while 1M and 3M rates remained on hold.

MPC’s Jan Winiecki said on Friday in an interview with TVN
CNBC that there are no reasons to consider changing the
interest rates. The MPC member is expecting a gradual
acceleration of economic growth (to 3% in 2H2014), which

for him is an argument to keep interest rates on hold.
Winiecki is one of MPC’s hawks, so his comment is a strong
indication of stable interest rates. This is supporting our
forecast (no changes at least until end of 2013).

All four measures of core inflation increased in July (last
time such situation took place in February 2012). Core
inflation excluding food and energy rose to 1.4%YoY from
0.9%YoY in June. In monthly terms prices rose by as much
as 0.6%MoM, which was the highest gain since May 2004.
However, one should bear in mind that all this increase was
the result of hike in waste management costs by 47.6%MoM
due to change in law, so this is not the signal of rising
underlying inflationary pressure. Still, we predict core
inflation excluding food and energy to keep rising until the
end of 2013.

Preliminary data on state budget performance in July
showed some improvement of fiscal situation. After seven
months of the year, budget revenue reached PLN158.5bn,
spending PLN184.4bn, and deficit was PLN25.9bn. In July
alone, VAT tax revenues rose by ca. 9.5%YoY, while
receipts from excise tax soared 7.7%YoY. If economic
situation keeps improving in following months, then this
year's tax revenues may prove to be better than government
assumed when informing about the need to amend this
year's budget. According to press information, tomorrow the
government will discuss the amendment to 2013 budget.

This week a new set of macroeconomic data will be
released. The labour market data to be released today at
14:00 CET should confirm a trend of slight monthly increase
of employment in corporate sector, observed since May (the
annual rate of change will improve to -0.6%YoY from -
0.8%YoY in June). Predicted quite significant rise in wages
(2.9%YoY) will be — in our view — mainly the result of shift in
timing of bonus payments in mining, not a sign of building
wage pressure. Together with production data to be
released tomorrow, this data will confirm that at the start of
third quarter the economic activity in Poland kept improving.
There will be also release of data important for global
markets, including flash PMIs for euro area and Germany,
which are likely to show continuation of economic recovery
in Europe. Moreover, data from US will be important, being
a hint on future Fed’s policy.
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F/X rates (today’'s opening) Zloty exchange rate (fixing)
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Country Spread 10Y*
Change
Poland
Czech Republic 64.8 0 047 -8
Hungary 3209 0 470 24 | 400
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Economic calendar

-2':.:.5 COUNTRY INDICATOR PERIOD MARI::TRECASB.I-ZWBK Q/CJEJUIEL VIX?_?]E*
FRIDAY (16 August)
11:00 EZ HICP Jul %YoY 1.6 - 1.6 1.6
14:00 PL Core inflation Jul %YoY 0.9 14 14 0.9
14:30 us House starts Jul k 905 - 896 846
14:30 us Building permits Jul k 945 - 943 918
15:55 us Flash Michigan Aug pts 85.5 - 80.0 85.1
MONDAY (19 August)
14:00 PL Employment in corporate sector Jul %YoY -0 7 -0.6 -0.8
14:00 PL Wages in corporate sector Jul %YoY 2.8 2.9 14
TUESDAY (20 August)
14:00 PL Industrial output Jul %YoY 5.1 7.0 3.0
14:00 PL Construction and assembly output Jul %YoY -12.2 -7.7 -18.3
14:00 PL PPI Jul %YoY -0.9 -0.9 -1.5
WEDNESDAY (21 August)
16:00 us Home sales Jul m 5.13 - 5.08
20:00 us FOMC minutes
THURSDAY (22 August)
3:45 CN Flash PMI — manufacturing Aug pts - - 47.7
9:28 DE Flash PMI — manufacturing Aug pts - - 50.7
9:58 EZ Flash PMI — manufacturing Aug pts - - 50.3
14:30 us Initial jobless claims week k 330 - 320
16:00 us Leading indicators Jul % 0.5 - 0.0
FRIDAY (23 August)
8:00 DE GDP Q2 %YoY 0.9 - -1.6
16:00 us Consumer confidence Aug pts -16.5 - -17.4
16:00 us New home sales Jul k 490 - 497

Source: BZ WBK, Reuters, Bloomberg
* in case of the revision, the data is updated
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