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Conservative budget assumptions

Government releases 2020 budget assumptions
Zloty gives up part of gains, EURUSD stable
Polish bond yields rise second day in a row
Today US inflation

On Tuesday GUS presented data on foreign trade and the government released budget Inflation in CEE, % y/y
assumptions for 2020. In Czechia, May CPI was out, higher than expected, while Russian 4 -
trade data were unimpressive. Donald Trump once again criticised the Fed for too restrictive
monetary policy and the European Commission threatened Italy with sanction for breaching
the fiscal pact. As a result, bond yields corrected the morning rise, EURUSD was stable,
and EURPLN went up slightly. Today at the opening the sentiment looks worse than
yesterday as the US president described in harsh words the trade negotiations with China.

According to GUS foreign trade data, in April exports and imports rose by c4% y/y and the
trade balance was roughly neutral. As usual, we prefer to wait for the NBP C/A data to assess
the trends in foreign trade, due tomorrow. The GUS data are signalling however that our
forecast of the trade turnover and C/A balance may be set too high. 0 T — T
The government accepted macroeconomic assumptions for 2020 budget, which are in line \/\/\/L Poland (target 2.5+1)
with the Convergence Program Update released in April. Next year GDP growth is to be -1 Hungary (target 341)
3.7% and CPI 2.5%, vs our forecasts of 3.8% and 3.2% respectively. We agree with the Czechia (target 2+1)
government's assumptions that there is still some room for the unemployment rate to P
decline, but we think wage growth could be 7-8% next year instead of c6% assumed by NOOOONNNN XD
the government. We do not think the assumption of a rising C/A gap in the following years B RYECYEEIYED
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is controversial. The macroeconomic assumptions look conservative, leaving even some B

space for a positive surprise with the size of nominal GDP next year.
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EURUSD was moving around 1.132 on Tuesday amid lack of important data releases. The
exchange rate was not affected by rising equities, poor Sentix index and posirive surprise
with NFIB index in the USA. The dollar also ignored the Fed's criticism by Donald Trump.
This morning EURUSD is going up somewhat, setting a new June high. The depreciation of
the dollar - fuelled by expectations there will be rate cuts in the USA this year - may
accelerate if the data to be released in the afternoon show that the US inflation was lower
than expected.

EURPLN rose in the Tuesday session to 4.268 from 4.263 on profit taking after the recent
zloty appreciation but later in the day the move reversed. Today in the morning the zloty is
holding close to 4.265 but with European equities starting the day without much optimism
we assume the exchange rate might try again to rebound today. In the afternoon it can be
influenced by the reaction of EURUSD to the US CPI data.

In the case of CEE currencies, EURHUF rose to 321 from 320, amid lack of publication of
important data. EURCZK slid to 25.61 from 25.63, which was partly driven by inflation data
release (above the market consensus and central bank expectations). USDRUB decreased
to 64.50 from 64.70 thanks to improving global mood after another criticism of the Fed's
policy by Donald Trump. Worse than market forecast foreign trade data did not affect the
ruble.

On Tuesday on the fixed income market yields were rising in the morning trading amid
profit-taking after the fast downhill over the previous weeks. It the afternoon, Donald Trump
comments questioning Fed policy reversed the trend on the core markets and helped to
wipe-out part of morning loses. As a result, the domestic curve moved up by 3bp in 5- Economic Analysis Department:
10Y segment and returned to the opening level in the 2V tenor. During the day, yields

were temporarily higher by another 2-3bp. The IRS rates followed the govie's yields. Today al. Jana Pawta 11 17, 00-854 Warszawa

we believe the yields to stabilise waiting for US inflation data. email: ekonomia@santander.pl
website: skarb.santander.pl
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FX market Zloty exchange rate
Today's opening " 4.40
EURPLN 4.2625 CZKPLN 0.1664 [
USDPLN 37610 HUFPLN® 73264 WWWWM [r4.30
EURUSD 1.1333 RUBPLN 0.0582 [
I M EURPLN 4.26 4,20
CHFPLN 3.7951 NOKPLN 0.4359 B USDPLN 3.76 §
GBPPLN 4.7862 DKKPLN 0.5708 4,10
USDCNY 6.9129 SEKPLN 0.3982 ’
*for DOHUF 4,00
Last session in the FX market 11/06/2019 |
min max open close fixing 3,90
EURPLN 4260 4.269 4.263 4.263 4.2675 mdﬁwﬂ. L
USDPLN 3760 3.776  3.767 3.763 3.7722 MI‘I“HJ% I»wu'w‘l'F %‘ =3.80
EURUSD 1.130 1.133 1.132 1.133 - Lihf f
3.70
Interest rate market 11/06/2019 . r
T-bonds on the interbank market** Oct  Nov Dec Jan Feb Mar Apr May  Jun
Benchmark o Change Last . Average 2018 2019
(term) ° (bps)  auction PEroMer yiaq
OK0521 (2L) 1.60 0 21 mar 19 OK0521 1.633 T-bonds yields
PS0424 (51) 2.02 0 21 mar 19 PS0424 2.209
D51029 (10D 252 T 21 mar19 DS1029  2.877 /I M2y 160 WSy 2.02 E10Y 2-53I —
IRS on the interbank market** N\\\ N qu-___rr/\ﬂ. [-3.00
Term PL VS EZ N e “ \ I
Change Change Change o p
% ps) % (bps) % (bps) v 250
TL 1.73 1 2.18 2 -0.29 0
2L 1.77 2 1.97 2 -0.30 0
3L 1.80 1 1.91 0 027 0 ~2.00
4L 1.85 2 1.90 0 -0.22 -1 - F
5L 7,97 2 7.93 0 015 -7 v v B W e e 150
8L 2.08 2 204 5 010 2 ’\\w Nt L
0L 2.20 2 211 & 027 2 = I
WIBOR rates Oct Nnvzmls Dec Jan Feh Ma;g 9' Apr May " Jun
Term Y Change -
%
(bps)
O/N 1.55 -2 3M money market rates
T/N 1.55 -2 -
W T 5 1 B FRA 3x6 172 |[182
2w 160 0 \ A =§mx§un on 6/11/19 i;% 180
™ 164 0 \ M\ =l
3M 772 0 5.,! | Ll b1.78
oM 779 0 | "y -
9N .81 0 d . 176
1Y 1.86 0 (W Ta rr,’ 9
| N y i 174
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FRA rates on the interbank market** \ n f ,\ ,M:\“ L1
Term % Change lua.ﬁryyd“" v i .
(bps) A [
T4 72 0 \ \\ﬂur ' [ [L70
3x6 1.72 0
| =
6x9 777 0 : 168
X127 770 T Oct Nov Dec Jan Feb Mar Apr May Jun
39 179 0 2018 2019
6x12 1.78 0
10Y spread vs. Bund
Measures of fiscal risk b0
Country CDS 5YUSD T0Y spread® HPL 2.7673 . i
Level Change Level Change W7 18638 - I A ‘“\_ . r
(bps) (bps) WES,0.8187, m b3.00
Poland 2.76 0 LTT36263 A+
France 78 7 035 0 CTHU 3.0785 e k250
Hungary 3.07 -1 |
Spain 43 3 0.82 1 200
Italy 219 4 2.62 T W-WH R N
Portugal 52 2 0.87 0 ,d-r—»f—"’""’L‘_"-x\_ﬁ _A.;V"‘ﬁ
Ireland 29 1 0.54 0 o +1.50
Germany 12 0 - - MM
A b1
*10Y treasury bonds over 10Y Bunds H\x__ | 100
**Information shows bid levels on the interbank market at the end of the trading day Now Dec Jan T Feb Mar T Apr I'“Iay Jun
Source: Bloomberg 2018 | 2019
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Economic Calendar

TIME FORECAST ACTUAL LAST
COUNTRY INDICATOR PERIOD
CET MARKET SANTANDER VALUE VALUE*
FRIDAY (7 June)
08:00 DE Exports SA Apr % m/m -0.9 - -3.7 1.6
08:00 DE Industrial Production SA Apr % m/m -0.5 - -1.9 0.5
09:00 HU CPI May % yly 3.9 - 3.9 3.9
14:30 us Change in Nonfarm Payrolls May k 180 - 75 224
14:30 usS Unemployment Rate May % 3.6 - 3.6 3.6
MONDAY (10 June)
No important events
TUESDAY (11 June)
09:00 (@4 CPI May % yly 2.8 - 2.9 2.8
WEDNESDAY (12 June)
14:30 us CPI May % m/m 0.1 - 0.3
THURSDAY (13 June)
11:00 EZ Industrial Production Apr % m/m -0.2 - -0.3
14:00 PL Current Account Balance Apr €mn 595 944 533
14:00 PL Trade Balance Apr €mn 425 499 589
14:00 PL Exports Apr €mn 19517 19430 19 654
14:00 PL Imports Apr €mn 19 104 18 931 19 065
14:30 us Initial Jobless Claims week k - - 218
FRIDAY (14 June)
10:00 PL CPI May % yly 2.3 2.3 2.2
14:30 us Retail Sales Advance May % m/m 0.6 - -0.2
15:15 us Industrial Production May % m/m 0.2 - -0.5
16:00 us Flash Michigan index Jun pts 97.0 - 100.0

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 Pawta Il 17. 00-854 Warsaw. Poland.
phone +48 22 534 18 87. email ekonomia@santander.pl. http://www.santander.p!.
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