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Eyeopener — Retail sales and unemployment today
26 August 2013

B Investors’ moods volatile under influence of data
and comments from ECB and Fed

B Zloty slightly stronger at the end of the week,
EURUSD temporarily above 1.34

B Slight rebound in domestic interest rate market

B Today, Polish retail sales and unemployment and
US durable goods data

On Friday the market sentiment was quite good, supporting
risky assets. At the start of the day the euro was gaining against
the dollar due to comment of the ECB Governing Board
Council, Ewald Nowotny, who said he currently sees no
arguments to cut interest rates. Market is still uncertain about
starting date of QE3 tapering and this issue was addressed by
two voting FOMC members, James Bullard and Dennis
Lockhart. The former said there is no need to be in any hurry
with tapering, as figures are still mixed and the Committee
should take their time and assess the situation. On the other
hand, the latter said that he will support reduction of asset
purchases already in September, provided that data do not
suggest that the economy is knocked off recovery course. Data
from the US housing market, released at the end of the day,
were significantly worse than expected, undermining the dollar
and supporting expectations for later implementation of QE3
tapering.

On Friday evening the Fitch rating agency cut Poland’s rating
outlook to stable from positive and confirmed the credit rating at
A-. Agency named the main factors behind this move as: worse
fiscal outlook and suspension of safety lines, hurting the fiscal
policy’s credibility. However, please recall that Fitch’'s decision
is actually a withdrawal of earlier decision to change the credit
outlook from stable to positive. The February’s move, which
took place in February 2013, was apparently premature. We do
not think that Poland is threatened by negative changes of
rating parameters by other agencies.

End of the week brought a strengthening of the single currency,
fuelled by the comment of ECB’s Nowotny and worse-than-
expected US housing market data. As a result, the rate tested
1.34 at the end of the European session (session maximum
close to 1.341), but returned to 1.338 late in the afternoon.
During Asian trading time EURUSD remained stable and is
oscillating around 1.338 at today’s opening. Today the market
will focus on US data (durable goods orders). This reading will
be viewed in context of future Fed actions. Important levels for
EURUSD are 1.334 and 1.345.

Improvement of global market sentiment supported risky
assets, including the zloty and other currencies in our region.
EURPLN tested 4.22, but did not manage to break it. At the

same time USDPLN reached local low at 3.1465. Friday's
decision of Fitch did not have much impact on the market,
however, the zloty pared some gains versus main currencies
during the Monday’s Asian session. At today’s opening the zloty
is slightly stronger versus the single currency — EURPLN is just
above 4.22 and USDPLN is slightly above 3.15. Today's
domestic data releases should confirm slight rebound in private
consumption, which should support slightly the domestic
currency. Wide trading range for EURPLN at 4.20-4.26 is still
valid.

Some recovery was recorded on the interest rate market on
Friday, mainly in the 10Y tenor. This was due to stabilization on
the core markets. 2Y and 5Y debt and IRS did not change
much and thus both curves flattened (5-10 spread narrowed).
3M and 6M WIBOR rates increased by 1bp while remaining
ones did not change. Amid some recovery on the IRS and bond
market, FRA rates dropped marginally. Domestic data remains
mainly under the influence of external factors, today’s Polish
data may prove less important.

Business sentiment indicators for August, published by
Poland’s statistical office on Friday, showed improvement in
most sectors; indexes of manufacturing, construction and
wholesale trade were better than in the same period of previous
year. The order portfolio, but also production and financial
situation of companies turned more optimistic, suggesting a
slight improvement. However, mood in retail trade has
remained relatively weak. These data support our forecast of
rebound in economic activity driven by exports, with still weak
private consumptions and worse perspectives for retail trade.
Situation of consumers also improved, confirmed by increase in
confidence indexes both current and leading — consumer
confidence indices reached the highest levels since 2011.

This week we will see the last August's releases, including
preliminary GDP estimate for Q2 together with detailed
breakdown. Our forecast of July’s retail sales is below market
consensus, but after data about car registrations we see
upward risk to our prediction. Thus, the release should not
undermine the market’s faith in economic recovery. Expected
drop in unemployment rate to 13.1% in July may be the last one
this year — in the following months we expect to see
stabilisation and then a seasonal rise in unemployment. Still,
there are signs of improvement visible in the labour market.
Most important releases globally are the US data (confidence
indexes, GDP, incomes and spending), which will be affected
expectations about timing of QE3 tapering.
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Economic calendar

FORECAST

\?VZVI\‘Ii COUNTRY INDICATOR PERIOD T e QICJLUUAEL VIZ\?.?J-II-E*
FRIDAY (23 August)
8:00 DE GDP Q2 %YoY 0.9 - 0.9 -1.6
16:00 EZ Consumer confidence index Aug pts -16.5 - -15.6 -17.4
16:00 us New home sales Jul k 490 - 394 455
MONDAY (26 August)
10:00 PL Retail sales Jul %YoY 2.8 1.6 1.8
10:00 PL Unemployment rate Jul % 131 13.1 13.2
14:30 us Durable goods orders Jul %MoM -4.0 - 3.9
TUESDAY (27 August)
10:00 DE Ifo index Aug pts 107.0 - 106.2
14:00 HU Central bank decision Aug % - - 4.00
15:00 us S&P/Case-Shiller home price index Jun %YoY 12.0 - 12.2
16:00 us Conference Board index Aug pts 80.3 - 80.3
16:00 us Richmond Fed index Aug pts - - -11
WEDNESDAY (28 August)
8:00 DE GfK index Sep pts 7.1 - 7.0
16:00 us Pending home sales Jul %MoM 0.0 - -0.4
THURSDAY (29 August)
14:30 us Preliminary GDP Q2 %YoY 2.2 - 1.7
14:30 us Initial jobless claims week k 330 - 336
FRIDAY (30 August)
10:00 PL GDP Q2 %YoY 0.8 0.8 0.5
10:00 PL Fixed investments Q2 %YoY -3.2 -5.0 -2.0
10:00 PL Private consumption Q2 %YoY 0.4 0.5 0.0
14:30 us Personal spending Jul %MoM 0.3 - 0.5
14:30 us Personal income Jul %MoM 0.2 - 0.3
15:45 us Chicago PMI index Aug pts 53.0 - 52.3
15:55 us Michigan index Aug %YoY 80.5 - 85.1

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