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Quiet market supports zloty

Bank Zachodni WBK

B Global market still calm
B Zloty and other CEE currencies gain amid weaker dollar
B Today FOMC minutes

Wednesday’s session on the global equity and bond markets
was pretty calm which had a positive impact on the EM
currencies. The zloty, forint and ruble gained as the dollar lost
vs the euro, which was partly driven by the comment made by a
member of the ECB’s board of governors. Sabine
Lautenschlaeger, who has opposed non-standard measures in
the monetary policy, said that the central bank should scale
back the bond purchases next year. It is also worth mentioning
that the Catalan PM signed a declaration of independence, but
suspended it as he seeks dialogue with Madrid on the region’s
future. The market read it a mitigant of risk that the tensions in
Spani would intensify. Today no important events are on the
agenda during the Polish session and only in the evening
minutes from the last FOMC meeting will be released. It seems
that the publication of this document will be irrelevant for the
market. The statement from the September's meeting has
already been interpreted as hawkish — as the declaration for
one more rate hike this year was sustained — and the document
is rather unlikely to provide any new information in this regard.

EURUSD rose for the third day in a row and was slightly above
1.18 at the end of the Polish session. Last week, the exchange
rate neared the local bottom from August at ¢1.166 but there
was no strong impulse that could push EURUSD below this
level. Now we see some profit taking after recent strengthening
of the dollar that yesterday was fuelled by the comment of the
member of the ECB board. No important data are scheduled for
today and so the calm upside trend might continue.

Both EURPLN and USDPLN fell yesterday to 4.285 and 3.63,
respectively amid dollar's weakening seen on the global market.
The Polish currency might have been positively influenced also
by the comment of Polish MPC member (see below). In the
case of the other CEE currencies, forint and ruble also gained
while the koruna remained stable. No important data are due
today so the session should be pretty calm again. Should this
be the case, the zloty could gain vs the euro and the dollar.

On Tuesday, yields of the US treasuries fell marginally (despite
the stock market rising), while Bunds remained stable amid lack
of important news and data releases.

On the domestic market yields fell 3-5bp across the curve, fueled
by strengthening US Treasuries and lack of important data

releases. We think that yesterday’s domestic yield curve
downshift was a part of recovery after the Friday sell-off. The
IRS curve decreased only in the 5-10Y segment (less than the
bond curve). The unexpectedly strong German export data was
ignored by core and domestic market players.

Today we expect stabilisation of the core and domestic bond
market owing to lack of important events and data releases during
the European session. Only in the evening the FOMC minutes
will be released. In the week-end horizon we forecast some
upward shift in yields as a reaction for domestic inflation data
which may show the higher share of core inflation in CPI growth.

MPC’s Grazyna Ancyparowicz said yesterday that in her view
interest rates ,could remain unchanged until the mid-2018”. This
is already the fourth member (after E.Gatnar, K.Zubelewicz and
t .Hardt) suggesting that a rate hike is possible in 2018. We think
that the changes on the labour market in the coming months will
be a surprise to most of the members. The discussion about a
change of monetary policy stance should become more colourful
next year and we expect a 25bp hike to be delivered in 4Q18.

Yesterday the IMF released a report with higher GDP forecasts
for Poland. GDP growth in 2017 was revised to 3.8% from 3.6%
expected in July while for 2018 was left unchanged at 3.3%.
Even after the revision, the IMF forecasts are conservative —
consensus for 2017 is at 4% and for 2018 at 3.4%, according to
Bloomberg, we forecast 4.2% and 3.8% respectively. The IMF
also revised up its forecasts for the global economy for this and
next year — by 0.1pp to 3.6% and 3.7%.
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FX market Zloty exchange rate
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Economic calendar

FORECAST
2':.:.5 COUNTRY INDICATOR PERIOD e T QlirLL:JlI\EL VIA?.?JTE*
FRIDAY (6 October)
8:00 DE Industrial Orders Aug % m/m 4.7 - 7.8 5
13:30 us Change in Nonfarm Payrolls Sep K 80 - -33 156
13:30 us Unemployment Rate Sep % 4.4 - 4.2 4.4
MONDAY (9 October)
8:00 DE Industrial output Aug % m/m 0.8 = 2.6 0.0
9:.00 Cz Industrial output Aug % yly 4.2 = 5.8 3.3
9.00 Cz CPI Sep % yly 2.7 = 2.7 2.5
TUESDAY (10 October)
8:00 DE Exports Aug % m/m 1.0 = 3.1 0.2
9:00 HU CPI Sep % yly 2.7 = 2.5 2.6
WEDNESDAY (11 October)
20:00 Us FOMC minutes
THURSDAY (12 October)
11.00 EZ Industrial output Aug % m/m 0.5 - 0.1
14:.00 PL CPI Sep % yly 2.2 2.2 1.8
14:30 US Initial jobless claims week k - - 260
FRIDAY (13 October)
14:00 PL Core inflation Sep % yly 0.9 1.0 0.7
14:30 US CPI Sep % m/m 0.6 - 0.4
14:30 US Retail sales Sep % m/m 1.6 - -0.2
16:00 US Flash Michigan Oct pts 95.0 - 95.1

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