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Holiday seasonality of exchange rate

m  We assume the zloty will not gain vs the euro in August. ECB maintains its dovish bias but may soon start to prepare the market for
termination of its QE programme. Central bankers meet in Jackson Hole in late August and the media suggest that Mario Draghi
could make some more definite remarks on this issue. We expect third Fed rate hike this year which the market is currently not
pricing in. At the same time, rhetoric of the Polish MPC is still dovish and this divergence in the monetary policy stance in Poland
and abroad may weigh on the zloty. Political tension between the Polish government and the European Commission could add
some pressure.

m In our mid-year report released in late June, we recalled the “seasonality” phenomenon of EURPLN. We showed that in the last
eight years the zloty was on average appreciating vs the euro in July and giving up part of gains in August. The other EM
currencies also depreciate in the second month of holidays.

% change of exchange rate in August (source: Bloomberg)
2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016
EURPLN | 355 | -1.15 | 0.23 | 2.01 | -1.36 | 0.03 | 1.00 | 3.72 | -1.21 | -0.29 | 3.29 | 1.36 | 0.40 | 0.71 | 2.18 | 0.26
EURHUF | 241 | -0.06 | -2.56 | 0.07 | -042 | 158 | 1.40 | 1.34 | 225 | 110 | 0.57 | 0.85 | 0.37 | 0.34 | 2.17 | -0.49
USDRUB | 0.23 | 0.24 | 0.84 | 054 | -052 | -0.15 | 0.37 | 520 | 1.04 | 198 | 441 | 0.33 | 0.87 | 4.01 | 454 | -0.99
USDTRY | 3.08 | -3.48 | -2.01 | 2.35 | 139 | -2.25 | 2.39 | 1.88 | 2.03 | 1.24 | 1.60 | 1.29 | 5.07 | 0.93 | 5.03 | -1.02
USDMXN | 0.69 | 119 | 459 | -0.16 | 1.77 | -0.35 | 0.96 | 2.49 | 1.05 | 446 | 5.01 | -0.82 | 4.01 | -1.11 | 3.90 | 0.58
m The first chart shows that this year in July EURPLN was trading rather in 106 J . —2017
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the lower range when compared to historical changes; we see that this
does not make the August depreciation less likely (bolded series on the
chart).

m A the same time, it is worth bearing in mind that although the zloty usually
depreciates in August, it does not mean that EURPLN stays in the upside
trend for the whole month. It is often the case that only the second part of
August brings zloty’s weakness.

m The bottom chart shows relations between the change in EURPLN in the
two holiday months. There seems to be no strong evidence that the
July’s performance is a harbinger of what may happen in August.

- . Source: Reuters, BZ WBK
Note, however, that for August the vast majority of points are above “0”. :
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m In the last 16 years, the trend changed in August after a drop of EURPLN 6%

in July eight times but there was only one case when the zloty gained in 5% - ®
the second month of holidays after it lost in July. % R?=0.3321
m After this year's zloty weakening in July, chances for recovery in August ¢ - ¢

are low, in our view.

m Additionally, the effect of the zloty’s August depreciation has been pretty
strong in the last years (last time EURPLN was lower at the end of August
than at the beginning of the month in 2010) which does not bode well for
the zloty in the weeks to come. % — 4%
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