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Fed boosted expectations for rate hike in June

Polish PMI rose in April thanks to higher orders;
employment rising, unemployment record low

Optimistic Fed statement triggered a surge in market
expectations for a rate hike in June

Global stock markets rose, core debt markets weakened

Zloty strengthened, Polish bonds weakened at the start of
May

Today, European services PMIs, Czech central bank
decision, US factory orders

New month on global markets started with a quite good
sentiment. On Tuesday main stocm market indexes were going
up triggered by, among other things, good financial results of
European companies and improving business climate
indicators in main European economies, which supported the
expectations for the pace of economic growth in Eurozone in
the next part of the year. The last worse-than-expected data
from the US economy (including GDP growth in 1Q17) went
unnoticed in the face of the anticipation of the Federal
Reserve’s decision on Wednesday. US Treasury Secretary
Steven Mnuchin stated that it might be reasonable for the US to
issue ultra-long bonds to support expenditure on infrastructure
and it resulted with weakening of the US debt market.

On Wednesday evening the FOMC kept the main interest rates
unchanged, in line with expectations. According to the Fed,
economic slowdown in the USA in 1Q17 was probably
temporary and the central bank still expects economic activity
to rise at a moderate pace, situation on the job market to further
improve and inflation to stabilize around 2% in a medium run.
As we expected, the statement was quite positive and left the
door open for interest rate hike on June sitting. As a result, the
market's expectations for such scenario grew significantly —
from c67% to almost 98%. It triggered the rise of yields of US
Treasuries and appreciation of the dollar against the euro.

EURUSD was surprisingly stable on Tuesday, consolidating in
a narrow range 1.09-1.092 in anticipation of the FOMC
meeting. On Wednesday the fluctuations were also quite small
and only after the Fed meeting the dollar strengthened more
significantly, with EURUSD sliding just below 1.09.

Zloty was overperforming other currencies in the region just
after the long weekend. The impulse for the appreciation could
be the solid data about the PMI, heralding a strong start of the
second quarter in manufacturing. EURPLN approached on
Tuesday 4.205, USDPLN decreased to 3.85 and CHFPLN fell
temporarily below 3.88. At the same time EURHUF was quite
stable near 312, EURCZK rose slightly above 26.9 (probably
partly due to information about the government’s dismissal). On
Wednesday all the CE3 currencies gained, with EURPLN
temporarily falling below 4.20 and establishing this year's new
low. The sentiment at the start of the day is positive, which may
limit the scope for the zloty’s weakening, but the approaching
second round of the French elections may limit chances for
continuation of PLN appreciation.

Bond yields and IRS rose on Tuesday, in line with our
expectations, following the trend observed on the core markets.
The latter were under the impact of, among others, comment of
the US Treasury secretary who said that ultra-long bonds could
be issued. After the FOMC meeting the core market rates
continued to rise which might weigh on the Polish bonds today.

Polish manufacturing PMI increased to 54.1 in April, from 53.5
in March. The report showed a solid output growth (albeit a bit
weaker than in March) due to rising demand for Polish goods —
sales to domestic and export markets rose sharply. Pace of
growth of the new orders accelerated thanks to, among others,
economic revival seen in Europe. The job creation accelerated
as well and was the fastest for four months. At the same time,
companies reported slower price growth and weaker cost
pressure.

According to the Eurostat, the Poland’s seasonally adjusted
unemployment rate stayed at its all-time low at 5.3% in March.
The number of unemployed reached 906k and was the lowest
ever after falling by nearly 200k yly. At the same time, the
number of economically active — estimated using the
abovementioned data — fell to 17.02mn, its lowest since
December 2010, while the number of employed rose 0.4% yly.
If the pace of the economic growth and demand for jobs is
maintained at a current high level in the coming quarters, we
think it is highly likely that the LFS unemployment rate could fall
below 4% yet before the year-end.
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FX market

Today's opening
EURPLN 4.2039 CZKPLN 0.1571
USDPLN 3.8637 HUFPLN* 1.3478
EURUSD 1.0881 RUBPLN 0.0673
CHFPLN 3.8830 NOKPLN 0.4459
GBPPLN 4.9635 DKKPLN 0.5653
USDCNY 6.8974 SEKPLN 0.4362

*for IDOHUF

Last session in the FX market 03/05/2017

close

EURPLN 4.188 4.210 4.205 4.199 4.2226

USDPLN 3.836 3.859 3.856 3.846 3.8675

EURUSD 1.090 1.094 1.091 1.092 -
Interest rate market 03/05/2017

T-bonds on the interbank market**
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*10Y treasury bonds over 10Y Bunds

**Information shows bid levels on the interbank market at the end of the trading day

Source: Bloomberg
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Economic calendar

T COUNTRY INDICATOR PERIOD MARKII:EC:'RECASBTZWBK AR
FRIDAY (28 April)

11:00 EZ Flash CPI Apr % yly 1.8 - 19 15

14:00 PL Flash CPI Apr % yly 2.0 2.0 2.0 2.0

14:30 us Advance GDP Q1 % yly 1.0 - 0.7 2.1

16:00 us Michigan index Apr pts 98 - 97.0 96.9
MONDAY (1 May)

PL Market holiday

14:30 us Personal income Mar % m/m 0.3 - 0.2 0.3

14:30 us Consumer spending Mar % m/m 0.2 - 0.0 0.0

16:00 us ISM — manufacturing Apr pts 56.5 - 54.8 57.2
TUESDAY (2 May)

9:00 PL PMI — manufacturing Apr pts 53.9 53.1 54.1 53.5

9:55 DE PMI — manufacturing Apr pts 58.2 - 58.2

10:00 EZ PMI — manufacturing Apr pts 56.8 - 56.8

WEDNESDAY (3 May)
PL Market holiday

11:00 EZ Advance GDP Q1 % yly 17 - 1.7

14:15 us ADP report Apr k 183 - 263

16:00 us ISM — services Apr pts 56.0 - 55.2

20:00 us Decyzja FOMC % 1.00 - 1.00

THURSDAY (4 May)

9:55 DE PMI — services Apr pts 56.2 56.2

10:00 EZ PMI — services Apr pts 54.7 - 54.7

13:00 Ccz Central bank decision % 0.05 - 0.05

16:00 us Industrial orders Mar % m/m 0.5 - 1.0
FRIDAY (5 May)

14:30 us Non-farm payrolls Apr k 193 - 98

14:30 us Unemployment rate Apr % yly 4.6 - 4.5

Source: BZ WBK, Reuters, Bloomberg
* in case of the revision, the data is updated
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publication is not an investment advice. All reasonable care has been taken to ensure that the information contained herein is not untrue or misleading. But no representation is made as to its accuracy or
completeness. No reliance should be placed on it and no liability is accepted for any loss arising from reliance on it. Forecasts or data related to the past do not guarantee future prices of financial instruments or
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