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Italian budget weighs on makrets 

 3 October 2018 

Yields of Polish bonds and euro lower in reaction to comments of Italian 

politicians, the pressure may ease today 

Zloty slightly lower, Polish bond yields higher amid returning risk aversion 

Today, Polish MPC decision and services PMI in the euro zone  

On Tuesday morning the head of Italian parliament’s budget committee Claudio Borghi said 

that the single currency does not help Italy to solve their fiscal problems. This speech and the 

following comments from the Italian politicians, together with Donald Trump’s remarks about 

the trade relations with Brazil and India were weighing on markets, weakening euro and 

strengthening core market bonds. Negative climate created by those comments slightly hurt 

the zloty and Polish bonds. Strengthening dollar was generating pressure on the emerging 

market currencies to the extent that it triggered an FX intervention from the Indonesian 

central bank. Today in the morning the market sentiment was slightly better: according to the 

Italian press, the government bowed to the EU’s pressure, reducing planned fiscal deficits for 

2020-2021 (from 2.4% to 2.2% of GDP and from 2.4% to 2.0% of GDP, respectively). 

In our view, today’s MPC meeting should not bring any changes as the macroeconomic 

conditions and outlook have not changed much since the previous event. Next to the regular 

discussion about the economic situation and interest rates, Council’s members might allot some 

attention to the issue of introducing additional maturities of the open market operations (3M or 

6M). This idea has been commented by several MPC members recently which in our view might 

suggest that the central bank is preparing to make a final decision. Still, we think that if the MPC 

suggests re-introduction of these instruments, this should not have any meaningful impact on 

the market. 

On Tuesday morning, EURUSD continued to fall, pushed down by the statement of Claudio 

Borghi, head of the budget commission in the Italian parliament, that the common currency does 

not help in solving Italian budget problems. In effect, EURUSD fell from 1.1580 in the morning to 

1.1510 intraday, to return to 1.1560 in the evening. The euro strengthened in the afternoon after 

the Italian PM, Giuseppe Conte, denied that Italy intended to give up the common currency and 

indices grew on the U.S. exchanges. Today, the euro may recover from the recent declines thanks 

to the morning news about more conciliatory attitude of the Italian government. However, the 

rebound may be suppressed by the PMI services readings, which are likely to reflect further 

deterioration of sentiments in the euro zone. 

Yesterday, EURPLN kept growing intraday, boosted by the anxieties about the situation in Italy, 

and finished the day at 4.2940, having started from 4.2820. The afternoon rebound on the stock 

exchanges did not manage to improve the sentiment toward the EM currencies and resulted only 

in slowing down depreciation of the zloty. Today, EURPLN may go down slightly if the euro 

manages to correct the last falls. 

Among other CEE currencies, there were strong fluctuations of EURHUF which eventually went 

back to 323.1 seen yesterday morning. EURCZK behaved similarly and it ended the day at 25.79. 

In the case of both currencies, their temporary weakness was connected to worries about Italy. 

Published data and local politicians’ remarks did not reflect in currencies pricing. USDRUB rose 

after Morning’s drops and at the end of the day it was close to 65.40 towards 65.6 on the 

Monday’s close. High oil’s prices supported the ruble. 

On Tuesday, yields of Polish t-bonds rose by 1-2bp as a reaction to concerns about future 

developments in Italy (which translated into rise of yields of Italy’s sovereign 10Y bonds to 3.38%). 

The upward move of yields was accompanied by drop of IRS rates, which translated into a slight 

widening of ASW spread. Today we expect the domestic yields to decrease slightly as a reaction 

to the expected weaker European PMI data release. At the end of the week the yields may be 

under the upward pressures in the face of Thursday’s regular bonds auction. On the auction the 

Ministry of Finance plans to sell PLN3-6bn of series OK0720, PS0424, WZ0524, WS0428, WZ0528.  
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Yields of Polish and Italian 10Y bonds 
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4.2895 0.1662

3.7044 1.3296

1.1579 0.0566

3.7600 0.4541

4.8162 0.5753

6.8689 0.4126

min max open close fixing

EURPLN 4.282 4.299 4.284 4.294 4.2975

USDPLN 3.698 3.735 3.703 3.718 3.7326

EURUSD 1.151 1.158 1.157 1.155 -

Change Last Average

(bps) auction yield

1.54 0 6 wrz 18 OK0720 1.610

2.53 1 6 wrz 18 PS0123 2.462

3.22 2 6 wrz 18 WS0428 3.249

Term

Change Change Change

(bps) (bps) (bps)

1L 1.78 0 2.79 0 -0.24 0

2L 1.98 0 2.99 0 -0.10 -1

3L 2.17 0 3.04 0 0.05 -2

4L 2.35 -1 3.06 -1 0.22 -2

5L 2.50 -1 3.06 -1 0.37 -2

8L 2.80 -2 3.09 -1 0.76 -3

10L 2.97 -2 3.11 -1 0.97 -3

Term

O/N

T/N

SW

2W

1M

3M

6M

9M

1Y

Term

1x4

3x6

6x9

9x12

3x9

6x12

Country
Level Change Level Change

(bps) (bps)

Poland 71 -1 2.77 -2

France 25 1 0.34 -2

Hungary 116 1 3.12 -4

Spain 65 4 1.07 -5

Italy 221 8 2.84 -19

Portugal 64 0 1.43 -4

Ireland 25 0 0.51 -2

Germany 11 0 - -

* 10Y treasury bonds over 10Y Bunds

Source: Bloomberg

**Inf ormation shows bid lev els on the interbank market at the end of  the trading day

10Y spread vs. Bund

Measures of fiscal risk
CDS 5Y USD 10Y spread*

1.82 0

1.84 0

1.88 -1

1.73 0

1.74 0

1.77 0

0

FRA rates on the interbank market**

%
Change

(bps)

3M money market rates

1.60 1

1.58 -1

1.60 0

1.64 0

1.72 0

1.79 0

1.87

(bps)
1.60 1

1.82 0

DS1020 (2L) T-bonds yields

DS1023 (5L)

WS0428 (10L)

IRS on the interbank market**
PL US EZ

% % %

WIBOR rates

%
Change

Interest rate market 02/10/2018

Benchmark
% Paper offered

(term)

USDCNY SEKPLN
*for 100HUF

Last session in the FX market 02/10/2018

FX market Zloty exchange rate

Today's opening
EURPLN CZKPLN

USDPLN HUFPLN*

EURUSD

T-bonds on the interbank market**

RUBPLN

CHFPLN NOKPLN

GBPPLN DKKPLN
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Economic Calendar 

TIME 
COUNTRY  INDICATOR PERIOD   

FORECAST ACTUAL  LAST 

CET MARKET SANTANDER VALUE VALUE* 

FRIDAY (28 September) 

11:00 EZ Flash HICP Sep % y/y 2.0 - 2.1 2.0 

14:30 US Personal spending Aug % m/m 0.3 - 0.3 0.4 

14:30 US Personal income Aug % m/m 0.4 - 0.3 0.3 

14:30 US PCE Aug % m/m 0.1 - 0.1 0.1 

16:00 US Michigan index Sep pt 100 - 100.1 100.8 

MONDAY (1 October) 

9:00 PL PMI – manufacturing Sep pts 51.5 51.2 50.4 51.4 

9:55 DE PMI – manufacturing Sep pts 53.7 - 53.7 53.7 

10:00 EZ PMI – manufacturing Sep pts 53.3 - 53.2 53.3 

10:00 PL Flash CPI Sep % y/y 1.9 2.0 1.8 2.0 

16:00 US ISM – manufacturing Sep pts 60.1 - 59.8 61.3 

TUESDAY (2 October) 

9:00 CZ GDP Q2 % y/y 2.4 - 2.4 2.4 

WEDNESDAY (3 October) 

 PL MPC decision  % 1.50 1.50  1.50 

9:55 DE PMI – services Sep pts 56.5 -  56.5 

10:00 EZ PMI – services Sep pts 54.7 -  54.7 

14:15 US ADP report Sep k 185 -  163 

16:00 US ISM – services Sep pts 58.0 -  58.5 

THURSDAY (4 October) 

14:30 US Initial jobless claims week k - -  214 

16:00 US Industrial orders Aug % m/m 1.0 -  -0.8 

FRIDAY (5 October) 

8:00 DE Industrial orders Aug % m/m 0.0 -  -0.9 

14:30 US Non-farm payrolls Sep k 190 -  201 

14:30 US Unemployment rate Sep % 3.8 -  3.9 

Source: Santander Bank Polska. Bloomberg, Parkiet 

* in case of the revision the data is updated 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This publication has been prepared by Santander Bank  Polska S.A. for information purposes only. It is not an offer or solicitation for the purchase or sale of any financial instrument. Information 

presented in the publication is not an investment advice. All reasonable care has been taken to ensure that the information contained herein is not untrue or misleading. But no representation is made as 

to its accuracy or completeness. No reliance should be placed on it and no liability is accepted for any loss arising from reliance on it. Forecasts or data related to the past do not guarantee future prices 

of financial instruments or financial results. Santander Bank Polska S.A. its affiliates and any of its or their officers may be interested in any transactions. securities or commodities referred to herein.  

Santander Bank Polska S.A.  or its affiliates may perform services for or solicit business from any company referred to herein. This publication is not intended for the use of private investors. Clients 

should contact analysts at and execute transactions through a Santander Bank Polska S.A. entity in their home jurisdiction unless governing law permits otherwise. Copyright and database rights 

protection exists in this publication. 

Additional information is available on request. Please contact Santander Bank Polska S.A. Financial Management Division. Economic Analysis Department. al . Jana Pawła II 17. 00-854 Warsaw. Poland. 

phone +48 22 534 18 87. email ekonomia@santander.pl. http://www.santander.pl. 


