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Eyeopener – Clear zloty weakening 
3 November 2009  

� Zloty clearly weakened after the Monday session 
close   

� Today no important domestic events, abroad new 
forecasts of the European Commission and 
September data on factory orders in the US  

Yesterday’s session brought little changes in the Polish 
financial market. For the better part of the day the zloty was 
traded in narrow ranges versus major currencies (EURPLN 
4.25-4.265 and USDPLN 2.873-2.89) with limited move in 
EURUSD (1.475-1.479). The situation has changed only 
towards the end of Polish trading hours when risk appetite 
increased in the global markets in reaction to stronger than 
expected macro data from the US. Namely, the ISM 
manufacturing rose to 55.7pts in October from 52.6pts in 
September, while the market expected 53.0pts. In turn, the 
number of pending home sales rose 6.1% in September while 
no change was expected. Following release of the data, there 
was clear rebound in major stock indices globally and EURUSD 
rose above 1.48. In the domestic FX market this translated into 
strengthening of the zloty below 4.25 to the euro and 2.87 to the 
dollar.  

In the core debt markets it was quite stable yesterday and even 
rise in risk appetite towards the end of the Polish session did 
not led to major changes. At the end of the Polish session 
yields of 10Y Treasuries and Bunds were at 3.41% and 3.24%, 
near the levels seen at the opening.  

In the local interest rate market it was also stable yesterday. 
Macro figures domestically (PMI manufacturing) and abroad as 
well as unexpectedly low inflation estimate of the FinMin did not 
affect the market. Daily changes in bond yields, FRA and IRS 
rates were not larger than 2bps.  

The Poland’s PMI manufacturing rose to 48.8pts in October 
from 48.2pts in September. The outcome almost exactly 
matched our forecast at 48.9 and was above market consensus 
at 48.6. Such result it consistent with scenario of gradual and 
slow recovery of the Polish economy.  

According to FinMin’s estimate, the CPI inflation decelerated to 
3.1%YoY with monthly price rise of 0.2% while our forecast is at 
3.3%YoY. Deputy head of the FinMin’s research department, 
Sławomir Dudek, said in an interview with PAP that CPI inflation 
should stabilise around 3%YoY until the end of this year. In his 
opinion the FinMin’s estimates for October indicate there was 
again surprise in food prices. Namely, the ministry estimates 
food prices rose 0.4%MoM, i.e. much less than on average in 
the analogous period of the previous 10 years. We estimate 
that food prices rose 0.5%MoM in October. The FinMin is also 

quite optimistic about fuel prices assuming they fell 2.0%MoM 
while according to our estimates they stabilised.  

The Ministry of Finance denied yesterday that there are plans to 
suspend the safety thresholds for public debt to GDP ratio. 
Spokesman of the ministry, Magdalena Kobos said in an 
interview with PAP that “the Ministry of Finance does not plan 
and does not conduct any actions aimed at suspending safety 
thresholds for public debt to GDP ration established in the 
Public Finance Act”. According to her, “such actions would be 
irresponsible and it would be negative signal for the markets”, 
which we fully agree with. 

The minister in the President’s Office, Paweł Wypych, informed 
yesterday in an interview with PAP that the President Lech 
Kaczyński did not choose members of next Monetary Policy 
Council yet and will point them at latest in the beginning of 
January 2010. The terms of the Council members, to be 
replaced by the President (Dariusz Filar, Andrzej Sławiński and 
Andrzej Wojtyna) are maturing on 18. February 2010. Among 
potential candidates, who may be pointed by Lech Kaczyński, 
there are a few names mentioned: Adam Glapiński, Andrzej 
Kaźmierczak, Zyta Gilowska and Wojciech Roszkowski. 

Global moods improvement did not hold long and after the 
close of the domestic session investors were taking profits, 
there were falls in the equity markets, recovery of the dollar and 
clear weakening of the zloty and forint. The EURPLN breached 
4.30 amid low liquidity. The end of the US session brought 
slight recovery, though the Asian session (closed Japanese 
market) was rather mixed and the red colour was dominating 
due to investors concerns about the economic growth after the 
end of the stimulus programmes and due to weaker than 
expected financial results of Asian companies, which appeared 
to be more important than the better earnings of Ford. Apart 
from this as expected the Reserve Bank of Australia increased 
interest rates by 25 bp, with main rate to 3.5%, though the 
expectations for another move already in December declined. 
Weaker than expected Q3 results were releases today by the 
UBS. 

No important domestic data were scheduled for today. The 
market players will focus on the foreign markets and essential 
events abroad. Markets may be influenced by the release of 
Autumn macroeconomic forecasts of the European 
Commission. Among the economic indicators to be released 
abroad there will be factory orders in the US for September. 
The market expects an increase by 1.0% after a decline by 
0,6% a month later. Apart from this, another portion of Q3 
earnings reports was scheduled for today, among others BMW, 
Kraft Foods, Tesco.  
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