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Bonds and EURUSD jump after ECB conference

Moody’s credit risk report be published?

ECB sounds dovish, QE changes will be presented in
October

Zloty weaker despite ECB rhetoric, EURUSD was going up
further

Yields go down

Today, after market close Moody’s should deliver an update of
the Polish rating. In our view the agency will confirm the A2
grade with stable outlook, justifying this decision with the
improved macro forecasts (recently updated by the agency to
4.3% GDP growth for 2017, more than the current market
consensus) and fiscal situation (deficit likely below 3% GDP).
Moody’s may also express worries about the changes in the
judicial system and the ongoing conflict with the European
Commission (it already issued a note on this in late July), but
we think these themes will not overshadow the strong positive
economic environment. A year ago on 9-Sep Moody’s did not
published a scheduled report on Poland, despite the fact that
two weeks before the calendar day the agency warned about
credit-negative consequences of the conflict with the EC
regarding the Polish constitutional court. So it is not certain we
will get the report today.

The main event of the yesterday session was the ECB decision
and the press conference of Mario Draghi. We read the
statement as dovish and so was the tone when the governor
answered questions. Draghi referred many times to the risks
linked to the appreciation of the euro vs the dollar. The ECB
repeated that the Euro zone economy still needs a substantial
support from monetary policy and that the QE program will last
for sure until 2017 or longer, with the possibility of raising the
scale of monthly purchases, if needed. Draghi said that the
ECB is most likely going to present the planned changes in the
QE program in October and the implementation date will likely
be the start of 2018. During the press conference the governor
expressed an opinion that the loose monetary policy and the
economic growth will eventually lead to a rebound of inflation. It
seems to us that this was a less sharp opinion than the one
from Sintra in late June that deflationary factors had been
replaced by inflationary ones.

At The ECB revised its GDP and inflation forecasts. According
to the central bank, this year the euro zone economy will grow
by 2.2% in 2017, 1.8% in 2018 and 1.7% in 2019. Estimate for
this year went up by 0.3pp versus the July projection, while

further years remained unchanged. The EBC is still expecting
this year’s inflation at 1.5%, while forecasts for 2018 and 2019
went down by 0.1pp to 1.2% and 1.5%, respectively. EURUSD
assumed in the projection is 1.18.

Support for bonds and EURUSD may have been provided by
US data prior to the ECB conference. Initial jobless claims were
at 300k, which was the highest reading since April 2015. The
consensus was by 50k lower and one week ago the figure was
at 236k. However, the official statement of the US Department
of Labour explained that such a rise was due to destruction
caused by the Hurricane Harvey.

Statement and message of the ECB press conference were
dovish and bonds responded with lower yields (mostly on the
peripheries: by 7-10bp, while 10Y Bund went down by 4bp).
The positive impact of these changes was visible also on the
Polish market, as yield of 10Y benchmark fell by over 4bp. IRS
curve went down by 1-3bp, with the most considerable changes
on the lower and middle of the curve. IRS rates went close to
this year's lows established in mid-2017. In our view, the
upcoming weekend may halt the downward march of yields, but
the yesterday’s message of the ECB and expectations for
today’s Moody’s statement can be debt-positive.

Since June, EURUSD rose above 1.20 from 1.12 while the
ECB cut inflation forecasts by only 0.1pp while expectations
regarding the economic growth did not deteriorate and this
might have triggered yesterday’s exchange rate jump to 1.206
from 1.197. Only minor changes in forecasts suggest that the
euro’s level might not be that important for the ECB than the
market had thought so far. Additional driver of the yesterday’s
EURUSD rise might have been the US data — initial jobless
claims rose to nearly 300k. At the end of the Polish session the
exchange rate was near 1.201 and today in the morning is back
at 1.206. No important data is due today so some profit taking
could take place after the euro’s appreciation seen so far this
week.

EURPLN rose to nearly 4.26 yesterday yet before the ECB
press conference, an upside move was seen also in the case of
EURCZK. Forint and ruble benefited from the positive global
market sentiment, dovish ECB rhetoric and rising commodity
prices. The Russian currency gained despite central bank
governor saying that rates could be cut by 25bp or 50bp this
month. Thanks to higher EURUSD, USDPLN fell below 3.53.
We do not expect any breaking changes to take place today on
the Polish FX market and EURPLN should stay in the 4.23-
4.265 range.
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FX market Zloty exchange rate
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Economic calendar

FORECAST
-2':.:.5 COUNTRY INDICATOR PERIOD P T A\I(;rLL:J“I\EL VIA?.?JTE*
FRIDAY (1 September)
3:45 CN PMI — manufacturing Aug pts 51.0 - 51.6 51.1
9:00 PL PMI — manufacturing Aug pts 53.0 54.0 52.5 52.3
9:00 Ccz Preliminary GDP Q2 % yly 4.5 - 4.7 3.0
9:55 DE PMI — manufacturing Aug pts 59.4 - 59.3 58.1
10:00 EZ PMI — manufacturing Aug pts 57.4 - 57.4 56.6
14:30 us Non-farm payrolls Aug k 180 - 156 189
14:30 us Unemployment rate Aug % 4.3 - 4.4 4.3
16:00 us ISM — manufacturing Aug pts 56.4 - 58.8 56.3
16:00 us Michigan index Aug pts 97.3 - 96.8 93.4

MONDAY (4 September)
No important data releases

TUESDAY (5 September)

9:00 HU GDP Q2 % yly 3.2 - 3.2 4.2
9:55 GE PMI — services Aug pts 53.4 - 53.5 53.1
10:00 EZ PMI — services Aug pts 54.9 - 54.7 55.4
16:00 us Industrial orders Jul % m/m -3.3 - -3.3 3.0
WEDNESDAY (6 September)

PL MPC decision % 1.50 1.50 1.50 1.50
8:00 GE Industrial orders Jul % m/m 0.3 - -0.7 0.9
9:00 cz Industrial output Jul % yly 6.7 - 3.3 3.0
16:00 us ISM — services Aug pts 55.1 - 55.3 53.9
20:00 us Fed Beige Book

THURSDAY (7 September)
8:00 GE Industrial output Jul % m/m 0.5 - 0.0 -1.1
13:45 EZ ECB decision % 0.0 - 0.0 0.0
14:30 us Initial jobless claims week k 245 - 298 236
FRIDAY (8 September)

PL Poland rating review by Moody’s
8:00 GE Exports Jul % m/m 1.3 - 0.2 -2.7
9:00 HU CPI Aug % yly 25 - 2.1

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