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FOMC as the main event of the week

Friday US data mostly below expectations

MPC’s Jerzy Kropiwnicki would want to freeze interest
rates for two years

PLN appreciation at the end of the week, EURUSD higher
Domestic bonds stable, core global markets weaker

Today data on Polish labour market and final August
inflation in the Euro zone

Another North Korean missile test in the recent weeks did not
have such a notable impact on quotations as the previous
ones. After the growth in stock indices in Europe and the US in
the first part of the last week, the beginning of the Friday
trading session was quiet. Awaiting important US data, bond
yields in the core debt markets kept rising whilst the peripheries
of the Euro zone were stable. The readings of US data on retail
sales and industrial output for August were worse than
forecasts. In the case of the US retail sales, the data for July
were also revised downwards. In effect, US dollar continued to
weaken, whilst bonds started to make up for earlier losses.
These trends have lost momentum after slightly better than
expected readings of the Michigan Consumer Sentiment Index.

MPC member Jerzy Kropiwnicki, belonging to the dovish camp,
said in his interview for Polish Press Agency that given the
currently available data there should be no reason to change
rates in the next 24 months. In his view, this should be
warranted by inflation remaining within 1.5-3.5% allowable
fluctuation range. At the same time, Kropiwnicki expects quite
robust economic performance with GDP growing 4.0-4.1% this
year and in 2018 while the market consensus is at 3.8% and
3.3%, respectively. We think his bias could become clearly less
dovish when the wage pressure strengthens pushing salaries
up (already today we will learn Polish August labour market
data).

Peter Praet from the ECB said that the Euro zone economy still
needs highly accommodative monetary policy and within the
central bank there is a consensus that phasing out current
monetary stimulus should be carried in a manner that would
prevent shocks. He confirmed that rate hikes should take place
only after the asset purchases program ends.

From the beginning of the Friday session, EURUSD rate
continued its upward movement that started after the close of
business on Thursday. As a result, just before the publication of
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the US data, the exchange rate was close to 1.197. Poor
readings had a negative impact on the US dollar and the rate
peaked to ¢1.198 after the publications.

Both EURPLN and USDPLN corrected after Thursday’s rise.
The next missile probe in North Korea did not have much
negative impact on the market while the “dovish” US data
supported the zloty. As a result, EURPLN fell below 4.27 and
USDPLN broke below 3.57. At the end of the week the zloty
was outperforming its CEE peers. The forint continued to
depreciate vs the euro (EURHUF was testing 309), EURCZK
rose to nearly 26.09 from 26.06 and USDRUB stayed near
57.62. On Friday, Russian central bank cut interest rates by
50bp with the main refi rate now at 8.50% while S&P confirmed
country’s credit rating at “BB+” with positive outlook. Last week,
EURPLN did not break important support at 4.23 and is still in a
4.23-4.30 range. Wednesday’s FOMC decision is the key event
of the week and may set a direction for the market at last in the
short term.

Domestic bonds market remained stable despite elevated level
of volatility on the core bonds market (US and German yields of
10Y bonds rose temporarily by 2-3bp). The core market yields
decreased slightly as a reaction to the US data (retail sales and
industrial production), however its influence on the domestic
market was limited. Lack of important data in today’s core
markets calendar (flash estimate of Euro zone inflation is
usually more important than the final print) as well as domestic
labour market will likely not influence the domestic bonds
market. We expect market to be stable waiting for
Wednesday’s FOMC decision.

The release of wages and employment data in enterprise
sector in August in Poland are scheduled at 2 pm today. Our
forecasts are above the market consensus. We assume that
the report will not undermine the upward trend in wage growth.

This week, there will be plenty of domestic data releases. In
most cases our forecasts are above the market median, so they
may be slightly supportive for investors’ moods. We think the
data should confirm that GDP growth in Poland remains close
to 4% yly in 3Q17. Nevertheless, we believe that the direction
on the market will continue to be determined by external
factors. The FOMC meeting will be probably the key event, with
Fed likely to present lower expected path of future interest
rates, but at the same time signaling the start of balance sheet
reduction.
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Economic calendar

FORECAST
-2':.:.5 COUNTRY INDICATOR PERIOD P T Qﬁ%’;" VIX?.?JTE*
FRIDAY (15 September)
14:30 us Retail sales Aug % m/m 0.1 - -0.2 0.3
15:15 us Industrial output Aug % m/m 0.1 - -0.4 0.4
16:00 us Flash Michigan Sep pts 96.5 - 95.3 96.8
MONDAY (18 September)
11:00 EZ CPI Aug % yly 15 - 1.3
14:00 PL Wages in corporate sector Aug % yly 5.7 5.9 4.9
14:00 PL Employment in corporate sector Aug % yly 4.6 4.7 4.5
TUESDAY (19 September)
11:00 DE ZEW index Sep pts 86.8 - 86.7
14:00 HU Central bank decision % 0.90 - 0.90
14:00 PL Industrial output Aug % yly 5.9 6.1 6.2
14:00 PL Construction and assembly output Aug % yly 24.0 27.9 19.8
14:00 PL Real retail sales Aug % yly 6.7 7.5 6.8
14:00 PL PPI Aug % yly 3.0 3.2 2.2
14:30 us House starts Aug k 2.2 - -4.8
14:30 us Building permits Aug k -0.8 - -3.5
WEDNESDAY (20 September)
16:00 us Home sales Aug mn 0.6 - -1.3
20:00 us FOMC decision % 1.00-1.25 1.00-1.25 1.00-1.25
THURSDAY (21 September)
14:00 PL MPC minutes
14:30 us Philly Fed index Sep pts 17.0 - 18.9
14:30 us Initial jobless claims week k - - 284
FRIDAY (22 September)
9:30 DE Flash PMI — manufacturing Sep pts 59.1 - 59.3
9:30 DE Flash PMI — services Sep pts 53.7 - 53.5
10:00 EZ Flash PMI — manufacturing Sep pts 57.3 - 57.4
10:00 EZ Flash PMI — services Sep pts 54.8 - 54.7
10:00 PL Unemployment rate Aug % 7.0 7.0 7.1
14:00 PL Money supply Aug % yly 5.2 5.3 5.0

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