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Eyeopener - Zloty weakens on region
9 October 2009

B Further weakening of currencies in the region, posi tive
moods in the debt market

B ECB and BOE leave rates unchanged
B Today US trade balance

Despite the return of risk appetite to global markets and rises on
world stock markets on Thursday, exchange rates in the CEE
region continued a correction yesterday, as investors' sentiment
was negatively affected by concerns about macroeconomic
situation of the Baltic States (return of speculation about a possible
devaluation of the Latvian lat) as well as political turmoil in Romania
and Poland, and interest rate cut expectations in the Czech
Republic. The EURPLN rose in the afternoon above 4.25 against
the euro, and then after a slight rebound ended the session at 4.24,
weakening by 0.4% against the previous close. The Czech koruna
and Hungarian forint weakened by 0.6-0.7%. At the same time,
zloty was slightly stronger against the dollar, after the latter
depreciated on world markets, and at the end of the day USDPLN
rate was 2.87.

EURUSD rose yesterday under the influence of improved sentiment
in the markets and a higher appetite for risk. Additional impulse to
the weakening of the dollar, after which the rate went up to 1.48,
was the remark of the ECB President, which mentioned at the press
conference that US support for a strong currency is a crucial factor,
giving investors an excuse to speculate about prospects for the US
currency. Before the end of the session the EURUSD bounced back
to 1.476 and this morning the rate was slightly above the 1.47 level
due to Bernanke’'s comments suggesting tightening of monetary
policy along with economic recovery.

Despite the depreciation of the currencies, the moods in the debt
markets in the region were quite good, affected by good bond
auction results in Poland and Hungary. Yields of domestic bonds
have not changed significantly to the previous day, neither did the
IRS rate and money market rates (with the exception of the shortest
terms).

In the core debt markets yields initially rose under the influence of
increasing interest in assets with higher risk, as well as in response
to better-than-expected weekly data from the US labour market.
However, the afternoon there was surprisingly quick rebound, as
the optimistic expectations for the results of long-term bond auction
in the USA prevailed. At the end of the European session yields of
the 10Y Treasuries and Bunds were at 3.17% and 3.12%
respectively. After comments by Ben Bernanke that interest rates
will be increased when the economic recovery comes, yields of
Treasuries and Bunds jumped to 3.27% and 3.16% this morning.

As expected, the ECB Council decided yesterday to leave interest
rates unchanged fifth month in a row, and the main interest rate in
the euro area remained at a historically low 1.0%. ECB President
J.C. Trichet said at the news conference that the economy is
showing signs of improvement, but the recovery would be “uneven”,
and stated once again that the ECB interest rates are currently at
an appropriate level, which suggests that one should not expect
their rapid changes. There were also no signs of a possible bank
considering an exit strategy from quantitative policy easing. The
Bank of England also left rates unchanged (at 0.5%), while
maintaining the program of asset purchases and not suggesting a
rapid policy tightening.

The US initial jobless claims fell 33k to 521k while the market
expected a smaller drop to 540k from 551k before correction. The
data strengthened upward tendency in the stock markets. The
earlier released data on wholesale inventories in the US showed fall
of 1.3%MoM in August after a drop of 1.6%MoM the previous
month and expected decrease of 1.0%. The German industrial
production in August fell 1.7%MoM after a drop of 1.1%MoM the
previous month. The market had expected slightly larger rise of
1.8%.

Finance minister Jacek Rostowski said yesterday that until the end
of this year the government will present a two-year “plan of
development and consolidation”, which will initiate the process of
curing Polish public finances. He also stressed that the public debt
will not exceed 55% of GDP in 2010. As not much time left until the
end of the year, we will soon get to know whether planned changes
in public finance will be a deep reform. Possibly a chaos connected
with “the gambling scandal” will become an impulse motivating the
government to more active actions in area of economic reforms.

During the US session, after initial strengthening driven by earnings
report by Alcoa, the labour market figures and positive monthly
reports from retailers, there was a stabilisation in the evening and
major indices ended the day in the positive territory. In Asia there
was quite significant rise in major stock indices. With lower
EURUSD, emerging markets’ currencies began the session with a
weakening. Today's performance of the Polish market will depend
on changes in sentiment on the global markets. Investors in the US
will be preparing for a long weekend (market holiday on Monday),
which may result in some profit-taking and decreasing exposure to
risky assets.

Today not much events are scheduled. The only major data release
will the US trade balance for August due at 14:30 CET. The market
consensus points to a deficit of $32bn, similar as in July.
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Eyeopener - daily update

F/X rates (today’'s opening)

Zloty exchange rate (fixing)

3.00 -
EURUSD 1.4724  CADPLN 2.7355 | 405
USDPLN 2.8839  DKKPLN 0.5704 2.95 4
EURPLN 42466  NOKPLN 0.5083
CHFPLN 27968  SEKPLN 0.4119 200 4 - 4.20
JPYPLN* 3.2333 CZKPLN 0.1642
GBPPLN 46186 HUFPLN 1.5676
285 4 F4.15
Financial market review - 8 Oct 09
The zloty trading ranges 280 1 410
min max open close fixing
EURPLN 4.2080 4.2565 4.2115 4.2390 275 E————— 4.05
USDPLN 2.8465 2.8895 2.8545 2.8708 T 2 2 2 2 QT ST T T ET B B B B
EURUSC 1.4726 14801 14755 1.4763 I T S <333
T-bonds ——USD (Ihs) ——EUR(rhs)
Last Average
auction yield " T-bonds vield
oY A yields
5Y 5.71 1 9.09 5.736 6.40

10Y 6.21 1 20.05 6.335 6.20 |

o Change Change
)
4.37 1.23
2Y 4.91 1 1.21 2 1.70 4
3y 522 1 179 2 216 3 | 947
a4y 5.37 3 2.22 3 2.43 3 5.00
5Y 5.44 0 2.54 2 2.67 3 480 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
8y 547 0O 316 5 318 2 a a a a a o a o a a a B8 B8 B B
10y 548 1 340 5 340 2 B BB B BB BB BB B OO OO
e ¥ ¥ eeergauIgrRy ST O
WIBOR rates 2Y 5Y 10Y
TERM % Daily change (bp)
O/N 2.64 -9 % 3-month money market rates
TIN 3.06 13 4507
SW 3.35 -1 4.45
2W 3.41 -1
M 3.52 0 440 1
3M 4.18 0 4.35 1
6M 4.33 0
oM 4.44 0 4.30 1
1y 4.49 0 425 M\/\/\/_
FRA rates (Mid 4.20 ’4\/_\/_/1
TERM % Daily change (bp) 415 -
1X2 3.58 0 410 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
3X6 4.23 0 Qo o o o o o o o o o o BV v v B
6X9 432 0 S B BB B B BB B B B O O O O
o N T © © © o =T © o N ¥ © ©
9X12 4.51 -1 AR T B
3X9 4.40 0 WIBOR FRA 3x6 FRA 6x9
6X12 4.55 2

IRS rates (Mid) W
% %

*for 100 JPY

Source: Reuters

This publication has been prepared by Bank Zachodni WBK S.A. (a member of AIB Group) 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. Bank Zachodni WBK S.A.. its affiliates and any of its or their officers may be interested in any transactions. securities or commodities referred to herein. Bank
Zachodni WBK 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 Bank Zachodni WBK S.A. entity or an AIB Group 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 Bank Zachodni WBK S.A. Treasury Division. Economic Analysis Unit. ul. Marszatkowska 142. 00-061 Warsaw. Poland. phone (+48 22) 586 83 63.

email ekonomia@bzwbk.pl. http://www.bzwbk.pl

AlB|

mmmm  Bank Zachodni WBK is a member of Allied Irish Banks Group



