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MPC decisions unpredictable

Very positive end of the week thanks to the US number s

Zloty slightly weaker after the US data, euro under
pressure of US labour market data

Yields of 5 and 10Y bonds and IRS rates up after bett er-
than-expected US data

MPC's Chojna-Duch says no need to cut rates, but it
cannot be excluded; Zieli nska-Gtebocka says that MPC
decisions impossible to predict

On Thursday the ECB disappointed as it did not decide to extend
its asset purchase programme. On Friday the Austrian central bank
governor Ewald Nowotny tried to intervene verbally, saying that he
supports Mario Draghi in his attempt to stop the downward trend of
inflation. Nowotny stressed, similarly as the ECB governor one day
before, that further actions of the central bank are probable already
in 1Q2015. Thus, the market sentiment was quite positive since the
beginning of the session, also due to expectations that the US data
will surprise to the upside. Investors were not disappointed —
monthly non-farm payrolls were much better than expected, with
the strongest reading since January 2012 and higher than 300k for
the first time since April. Moreover, the previous reading was
significantly revised upwards. This was an upward impulse for
yields on the global bond market and for appreciation for the dollar
versus other currencies.

EURUSD was moving in a slight downward trend since the start of
Friday’'s session. The dollar gained thanks to expectations for more
monetary easing by the ECB. Appreciation of the US dollar
considerably accelerated after the US labour market data — at the
end of the domestic session EURUSD tested Thursday’s minimum
at 1.228. Today at the start of the day the rate is close to this level,
despite morning’s data from Germany were slightly weaker than
expected. EURUSD is oscillating slightly above another support at
1.226. Recent dovish signals from the ECB and strong data from
the US will be still supportive for the dollar. If 1.226 is broken, then
another important level which can stop the downward trend of
EURUSD is at 1.213.

Friday's session brought EURPLN increase towards 4.17, up from
4.15, but at the end of the session the exchange rate was close to
4.16. The Hungarian forint was also under pressure at the end of
the week, while the Russian ruble significantly gained during
morning trade (but in the next hours its appreciation was halted,
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trimming part of gains). There was some information that the
Russian ruble appreciation resulted from central bank’s
intervention. Today morning EURPLN is close to 4.16. We think
that the rate will stay slightly above last minimum at 4.146 in
upcoming days; technical analysis suggests zloty may stabilise for
a while after three weeks of significant strengthening.

In the domestic interest rate market the bond yields and IRS at the
belly and the longer end posted a rise by 4bp in reaction to strong
data from the US labour market. The shorter end remained stable.
Recent comments on the MPC members (see details below) lower
chances for further interest rates cuts, so potential for a rebound
after recent rises of IRS and bond vyields will be still limited,
especially at the shorter end.

There are no bigger data releases in Poland this week and the
calendar abroad is also very thin. As such, investors will await fresh
comments of the central bankers and watch for any hints regarding
the monetary policy outlook in Poland and abroad. First of such
comments appeared already today in the morning. MPC member
Elzbieta Chojna-Duch, whose opinion may be key for the Council’'s
decisions in the coming months said in the interview for Reuters
that that currently there is no need to cut rates as the economy
grows at a decent pace and prices are falling mainly due to lower
oil prices. On the other hand, she said that the interest rate
disparity between Poland and euro zone and the US may cause
problems like capital inflow leading to zloty’s appreciation and thus
hitting the competitiveness of the Polish exports. That is why in her
opinion the reduction of the refinancing rate cannot be excluded. In
the interview for the Polish Press Agency, she recalled similar
reasoning and noticed that “there is chance for cautious rate cut in
the coming months, although the room for monetary policy easing
has narrowed noticeably”. Anna Zielinska-Gtebocka told
Bloomberg that it is impossible to predict next MPC decisions as
the Council itself does not know what will happen — there has never
been the case before when the GDP growth was quite good and
the deflation was prolonging. Jan Winiecki, one of the most
hawkish members, said in the interview for Bloomberg
Businessweek Poland that the interest rate at 2.5-3.0% is adequate
if inflation is zero.

Later in the week the results of the second TLTRO take-up in the
euro zone may affect market expectations on the scale for the
ECB’s QE and, if disappointing, the TLTRO results may strengthen
the debt market, also in Poland. In our view, the zloty has the
potential to gain further and any signals that odds for European QE
are rising would definitely support this trend.
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FX market
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Economic calendar

CET FORECAST ACTUAL LAST
TIME COUNTRY INDICATOR PERIOD STEET T VALUE VALUE*
FRIDAY (5 December)

8:00 DE Industrial orders Oct %MoM 0.4 - 2.5 1.1

14:30 us Non-farm payrolls Nov k 225 - 321 243

14:30 us Unemployment rate Nov % 5.8 - 5.8 5.8

16:00 us Industrial orders Oct %MoM -0.2 - -0.7 -0.5
MONDAY (8 December)

8:00 DE Industrial output Oct %MoM 0.4 - 0.2 1.1

9:00 Cz Industrial output Oct %MoM 4.2 - 3.2 8.5
TUESDAY (9 December)

8:00 DE Exports Oct %MoM - - 5.5

9:00 cz CPI Nov %YoY 0.7 - 0.7

WEDNESDAY (10 December)
No important data releases

THURSDAY (11 December)

9:00 HU CPI Nov %YoY -0.5 - -0.4

14:30 us Retail sales Nov %MoM 0.3 - 0.3

14:30 us Initial jobless claims week k - - 313
FRIDAY (12 December)

11:00 EZ Industrial output Oct %MoM 0.0 - 0.6

14:00 PL Money supply Nov %YoY 7.9 7.9 7.7

15:55 us Flash Michigan Dec pts 89.5 - 88.8

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