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ECB strengthened the dollar

Positive market sentiment persists, ECB press conference
slightly dovish

EURPLN at the new July’s low, EURUSD lower in reaction
to ECB rhetoric

Polish yields quite stable, abroad slightly lower
Today bond auction in Poland, US GDP data

On Thursday, financial markets were still under the positive
impact of better-than-expected data from Europe and hopes
that US inclination to impose more and more trade tariffs will
lose momentum. As a result, stock markets went up, positively
impacting CEE currencies. The ECB left interest rates
unchanged and the message of the post-meeting conference
was rather dovish, weighing on the euro and bringing bond
yields in Europe lower. Mario Draghi said that the ECB can still
use its tools if necessary and that the euro zone economy still
needs support. In general, the results of yesterday’s meeting
did not change the euro zone monetary policy outlook, in our
view. Until the end of the year, the ECB plans to end its QE
programme and the first rate hike is expected in 2H19.
Investors may be a bit disappointed about lack of precise
information of the hike timing (before or after the summer) and
this may have affected the interpretation of the conference.
Markets did not react to yesterday’'s news from the US
government on Trump’s order to analyse tariffs on cars
imported from the EU. Also the suggestion of US National
Economic Council head Larry Kudlow that USA and EU will ally
against China, which “has broken the world trading system”.,
did not affect the trade.

On Thursday the Energy Regulatory Office approved the
amendment of gas tariff for PGNiG’s retail unit. The
amendment means that gas prices will rise for households by
3.6% on average, adding less than 0.1pp to the headline CPI in
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December. The new tariff will come into force in 14 days at the
earliest and was approved until the end of the year.

EURUSD more than neutralized Wednesday’s rise and at the
end of the yesterday’'s session the exchange rate was near
1.165. The euro gave up its gains owing to the dovish ECB
rhetoric. Today investors’ attention could shift to the US where
we will see the advance 2Q GDP estimate. The market is
largely pricing-in the two more Fed rate hikes this year so it
seems that only the below-consensus release could trigger
some higher volatility. We expect EURUSD to hold in 1.16-1.18
range today.

Yesterday, EURPLN fell third session in a row, continuing the
movement from Wednesday, which started after the better than
forecast PMI for euro zone, and hit 4,28, the new July low. Zloty
gained thanks to the good mood in the world and despite
strengthening of dollar to euro. USDPLN rebounded slightly to
more than 3,68 from 3,66. Today Polish currency might be
under the influence of US data. Besides that, we think that at
the end of the week might the pressure on the zloty may
apprear, as investors would like to take profits after the week of
currency appreciation.

In case of other CEE currencies, forint also gained versus
euro, while koruna and ruble trimmed part of their recent gains.

In case of domestic interest rate market, IRS rates and bond
yields did not change much yesterday. The Polish market was
stable as compared to core or euro zone peripheral debt
markets. Today the bond auction will be held, which in our view
should be pretty successful, considering PLN15bn flow from
redemptions and coupon payments earlier this week. As we
suggested yesterday, the balance of factors key for Polish
bonds may move towards external factors in the near term.
Today in the afternoon we will get to know the first estimate of
US 2Q18 GDP and the reading could determine about where
the Polish market will be at the end of the week.
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FX market Zloty exchange rate
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Economic calendar

TIME FORECAST AUk LasT
INDICATOR PERIOD
CET MARKET BZWBK VALUE
FRIDAY (20 July)
10:00 PL Retail Sales Real Jun % yly 6.8 7.3 8.2 6.1
10:00 PL Stats Poland business sentiment pts
MONDAY (23 July)

14:00 PL Money Supply M3 Jun % yly 7.3 7.3 7.3 6.6
16:00 us Existing Home Sales Jun % m/m 0.5 - -0.6 -0.4
TUESDAY (24 July)

09:30 DE Flash Germany Manufacturing PMI Jul pts 55.5 57.3 57.3 55.9

09:30 DE Flash Markit Germany Services PMI Jul pts 54.4 54.4 54.4 54.5

10:00 EZ Flash Eurozone Manufacturing PMI Jul pts 54.7 = 55.1 54.9

10:00 EZ Flash Eurozone Services PMI Jul pts 55.1 - 54.4 55.2

10:00 PL Unemployment Rate Jun % 5.9 5.9 5.9 6.1

14:00 HU Central Bank Rate Decision % 0.90 - 0.90 0.90
WEDNESDAY (25 July)

10:00 DE IFO Business Climate Jul pts 101.5 - 101.7 101.8
16:00 us New Home Sales Jun % m/m -3.1 - -5.3 819
THURSDAY (26 July)

13:45 EZ ECB Main Refinancing Rate % 0.0 - 0.0 0.0
14:30 us Durable Goods Orders Jun % m/m 3.0 - 1.0 -0.4
14:30 us Initial Jobless Claims week k 215 - 217 208
FRIDAY (27 July)

11:30 PL Bond Auction
14:30 us GDP Annualized 2Q % Q/Q 4.2 - 2.0
16:00 us Michigan index Jul pts 97.1 - 97.1

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