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MPC got more dovish

Global equities trying to get their act together
MPC conference confirmed its dovishness
Stability of Polish debt

Poland holds bond auction with decreased supply, US
jobless claims

After a few days of a sell-off, on Wednesday the global stock
markets were in black again. The rebound in equity prices did not
however affect the debt or the FX markets. Despite returning
optimism, the dollar not only did not give up recent gains, but even
strengthened thanks to budget agreement in the US Senate,
securing government financing for the upcoming two years.

Monetary policy — MPC suggests no rate changes in 2018

The Monetary Policy Council kept the main interest rates
unchanged, as broadly expected. The official MPC communiqué
remained almost the same as in the previous month. At the post-
meeting press conference, NBP president Adam Glapinski said
that there should be no reason to hike interest rates until the end of
2018, but he thinks it is too early to talk credibly about 2019.
Comments of MPC’s Jerzy Osiatynski and tukasz Hardt were in
line with Adam Glapinski. Hardt (perceived as hawk) said that in his
view, the probability of keeping rates unchanged until the end of
this year has increased after recent data releases.

Summing up, the central bank is clearly signaling that interest rate
hikes before the end of 2018 are becoming less and less likely. We
think that CPI zig-zagging in a horizontal trend below the 2.5%
target for the better part of this year will provide the MPC a
sufficient argument for keeping monetary policy on hold until the
very end of 2018. We wrote more on this issue in Post-MPC
comment: “No rate hikes in 2018. Period.”

European Commission upgraded Poland’s GDP forecast

The European Commission increased GDP forecast for Poland: for
2018 from 3.8% (shown in the November forecasting round) to
4.2% and for 2019 from 3.4% to 3.6%. CPI forecast for 2018 was
maintained at 2.1%, whereas the figure for 2019 was decreased
from 2.8% to 2.6%. Forecasts for other variables have not been
presented, as the European Commission has switched to updates
of all the forecasts (also concerning fiscal parameters of members
states) only in spring and autumn. In winter and summer
forecasting rounds, only GDP and inflation paths will be subject to
update. In the description of 2017, variable behaviour of private
investments was depicted (rebound in some services sector and
weakeness in manufacturing). The projected revival of investment
is to be moderate and based on strong rebound in the public
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sector, especially in 2018. Shortage of labour and mounting the
related wage pressure were presented as the main factors
triggering increase of core inflation (to more than 2.5% in 2H19).

Unemployment rate

According to the Ministry of Labour, the registered unemployment
rate was 6.9% in January, and the number of the unemployed went
up by 54k m/m. It was the lowest seasonal rise of the unemployed
count for January since 1997! Survey-based indicators of the
labour market confirm that labour demand in the Polish economy
remains really high, which should promote further declines of the
unemployment rate. The ministerial data are in line with our
forecast about the official figure for the unemployment rate to be
released by the Stats Office.

FX market

EURUSD was long stable between Tuesday’s peak and low but
later in the day the downside impulse was resumed. Rebound in
stock prices did not have any material impact on the market and
did not weigh on the US currency. As a result, the exchange rate
was testing important support at 1.23 at the end of the Polish
session and eased to 1.225 during the US trading hours. Today,
the US weekly initial jobless claims are on the agenda and this is
likely the last release that could trigger any market reaction this
week.

EURPLN remained near 4.16 and USDPLN rose to 3.386 amid
faling EURUSD. Just like we thought, the tone of the MPC press
conference was dovish but the impact of the zloty was mild.
However, during the night exchange rates climbed to 4.17 and
3.40, respectively, owing to further dollar appreciation. Not many
important data are left to be released this week so EURPLN could
remain fairly stable. The other CEE currencies, just like the zloty,
did not benefit from improvement on the global market sentiment
after the recent sharp mood’s deterioration. Koruna and ruble gave
up Tuesday’s gains while the forint did move much.

Debt markets

On the domestic debt market, IRS rates and yields oscillated near
to the Tuesday’s close. On the core markets, yields of 10Y German
bonds rose by 3 bp, while the US one rose by 2.5 bp. The
Europeriphery bonds were also clearly stronger (compare to the
Tuesday’s closing). The dovish MPC rhetoric did not impact Polish
yields and swap rates.

Today the most important event for the Polish debt market (except
the global trends and events) will be the result of the regular bonds
auction. The supply cap was lowered to PLN5bn from PLN6bn
originally announced. As we said yesterday it looks like the
auction's success will depend on the local investors.
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Economic calendar
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TIME FORECAST Uy LasT
INDICATOR PERIOD

CET MARKET BZWBK VALUE
FRIDAY (2 February)

14:30 us Change in Nonfarm Payrolls Jan k 180.0 - 200.0 148.0

14:30 us Unemployment Rate Jan % 4.1 - 4.1 4.1

16:00 us Michigan index Jan pts 95.0 - 95.7 94.4

16:00 us Durable Goods Orders Dec % m/m 0.0 - 2.8 2.9

16:00 UsS Factory Orders Dec % m/m 15 - 1.7 1.3
MONDAY (5 February)

02:45 CH Caixin China PMI Services Jan pts 585 - 54.7 53.9

09:55 DE Markit Germany Services PMI Jan pts 57.0 - 57,3 57.0

10:00 EZ Eurozone Services PMI Jan pts 57.6 - 58,0 57.6

11:00 EZ Retail Sales Dec % m/m -1.0 - -1,1 2.0

16:00 UsS ISM services Jan pts 56.5 - 59,9 56.0
TUESDAY (6 February)

08:00 DE Factory Orders Dec % m/m 0.7 - 3.8 -0.1

09:00 CZ Industrial Production Dec % yly 3.65 - 2.7 8.5

WEDNESDAY (7 February)
PL Poland Base Rate Announcement % 1.50 1.50 1.50 1.50
08:00 DE Industrial Production SA Dec % m/m -0.7 - -0.6 3.4
09:00 HU Industrial Production SA Dec % yly 5.05 - 4.5 3.6
THURSDAY (8 February)

08:00 DE Exports SA Dec % m/m -1.0 - 0.3 4.1

11:30 PL Bond Auction

14:30 us Initial Jobless Claims week k 232 - - 230
FRIDAY (9 February)

No important events

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