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B Rebound of the zloty and local bonds amid improved
sentiment in the global markets

B Today locally balance of payments for October while
abroad key data from the US on retail sales, Michig an
index and import prices

There was a recovery in the financial markets yesterday after two
days of risk aversion. The emerging market currencies were
strengthening, and equity prices in most stock markets were rising.
The zloty similar to other currencies in the region was appreciating
against the euro and the dollar, though it did not manage to recover
all of its losses from the previous day, and before the end of the
session there was another weakening. The EURPLN rate declined
to 4.127, though after correction at the end of the session it
returned to the level from Wednesday close, i.e. ca. 4.15. The US
dollar and Japanese yen weakened during the day as a result of
lower risk aversion, especially after the US data increased demand
for higher yielding currencies. The EURUSD rate rose to 1.476,
after it declined again approaching 1.47.

In the domestic debt market there was also a recovery after earlier
correction, and bond yields slightly declined. Meanwhile the IRS
and FRA rates rose again. Core debt markets started the day from
weakening resulting from moods in the international stock markets
and news from the previous day on weak demand at 10Y bond
auction in the US. At the close of the European session yields of
10Y Treasuries and Bunds were at 3.46% and 3.16%, respectively.

US macroeconomic data supported global moods, as they
confirmed the economic recovery. US trade deficit unexpectedly fell
in October to $32.94bn from $35.65bn after correction in
September, while analysts expected an increase in the deficit to
$36.8bn. This was possible mainly due to rebound in exports (by
2.6%), which was helped by recovery in foreign demand and
weakness of the dollar. Import rose a mere 0.4%. New jobless
claims in the US last week was higher than forecasted and rose to
474k from 457k a week earlier, though analysts noticed that four
week average fell to 473.75k, the lowest level in a year, pointing to
a deceleration in employment reduction.

As expected the Bank of England left interest rates unchanged
yesterday (main rate at record low level of 0.5%), and maintained
the plan of asset purchases worth £200bn. The Swiss National
Bank also did not change interest rates (0.25%). At the same time
the bank informed that it withdraws corporate bonds purchases,
though it will continue interventions in the market in order to stop
frank appreciation. The central bank of Iceland took decision to
lower the main interest rate by 100 bp, from 11% to 10%, and a
Denmarks Nationalbank lowered rate from 1.25% to 1.20%.

Data on industrial production for October in France and Italy turned
out to be weaker than forecast, similarly to earlier data from

Germany, showing, respectively, a decrease of 0.8% and an
increase of 0.5%MoM, which proved that the recovery in European
economies is still fragile and its durability is uncertain.

Elzbieta Chojna-Duch, the PSL candidate for the MPC, potentially
important for the results of voting of the new Council, said yesterday
that “in the context of strong economic slowdown and the existing
risks, too quick reaction of the MPC, i.e., interest rate hikes, would
be inappropriate”. This confirms that she will not be an advocate of
a restrictive monetary policy.

The SLD caucus officially proposed yesterday that its candidate for
the MPC member is Krzysztof Jajuga, professor at the University of
Economics in Wroclaw. Previously, the PiS caucus submitted his
candidate, Andrzej Kazmierczak, professor at the Warsaw School
of Economics. Reuters also reported yesterday that the candidates
for the MPC from the Senate will be: Leszek Pawlowicz, Andrzej
Rzonca and Jan Winiecki. Before the final election of a new
Council, it is difficult to make a firm judgement, but the list of
candidates who are already known suggests that the next MPC
may be more hawkish than the current one.

Thursday's session at the Wall Street ended with gains, influenced
mostly by better than expected macroeconomic data releases.
Strong growth in stock indices has occurred in Asia today. In
addition to the relatively good macro data given yesterday in the
US, this was also influenced by better than forecast data on
industrial production in China released today (increase in November
by 19.2%Y0Y). As a result, at today’s opening the zloty was traded
at stronger levels than at yesterday’s close.

Today, the NBP will publish data on the balance of payments for
October. According to our forecast, current account balance was
almost balanced (surplus of €7m), among others due to the small
trade deficit and a large surplus of current transfers. Turnover of
export and import, which clearly rebounded in September, probably
increased again, and their annual growth rates were respectively
-12.1% and -22.3%YoY. The market consensus predicts the current
account deficit of €190m, and decreases in exports and imports by
12.5% and 22.5%.

Abroad, the main focus will be on the US data on retail sales (14:30
CET), and consumer confidence (15:55 CET), which will be very
important guidelines for assessing the strength of consumer
demand, and hence also the belief of the markets in the durability of
economic revival in the US. The market expects sales growth in
November by 0.6%MoM against 1.4% in October and an
improvement in the preliminary Michigan consumer sentiment index
to 68.5 points in December from 67.4 the previous month. Data on
imports prices, published simultaneously with the sales figures,
should according to market expectations show an increase of 1% in
October after 0.5% rise in September.
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F/X rates (today’s opening)

Zloty exchange rate (fixing)

2.90 r 425
EURUSD 1.4732 CADPLN 2.6708
USDPLN 2.8085 DKKPLN 0.5559 285 - L 420
EURPLN 4.1362 NOKPLN 0.4896 ' |
CHFPLN 2.7367 SEKPLN 0.3969
JPYPLN* 3.1657 CZKPLN 0.1605 280 4 L 415
GBPPLN 45761 HUFPLN 1.5193 ' '
Financial market review - 10 Dec 09
275 F4.10
The zloty trading ranges
close fixing
EURPLN  4.1272 4.1491 2.70 T T T T T T T T T T T T T T 4.05
USDPLN  2.7959 2.8297 2.8162 2.8194 2.8168 3 3 3 3 &3 3 8 &3 B8 3 B8 &8 & 8 & 8
=z =z =z =z =z =z =z =z =z =z =z (=] [=) [=) (=] (=]
EURUSD 1.4685 14761 14729  1.4714 - S 3 ¥ e ® 3 3T 8 3 g N« o ® o
T-bonds ———USD (lhs) EUR (rhs)
Vield (%) Change La§t Avgrage
(bp) auction yield 0 .
oY 3 % T-bonds yields
5Y 5.65 -7 2.12 5.778 6.40
10Y 6.22 -2 2006 633 | g0 1o~ ammmaccaeeanco oo e
IRS rates 6.00 -
5.80
5.60
1.27 3 540 4
2Y 4.95 0 1.10 2 1.75 4 590
3Y 5.31 1 1.66 2 2.19 4 :
4Y 5.50 0 2.14 3 2.43 4 5.00
sY 5.60 0 2.53 4 2.66 3 4.80 T T T T T T T T T T T T T T )
gy 563 1 328 4 32 3 3 3 3 3 3 3 3 3 3 3 3 8 8 8 8 8
1Y 563 0 350 5 345 2 2222222225845 82858
~ ~ -~ ~ ~ N~ o~ N N N g ~
WIBOR rates 2Y 5Y 10Y
TERM % Daily change (bp)
OIN 2.29 1 440 % 3-month money market rates
TIN 2.42 13 AT
sw 3.12 1 PN \/
2w 3.30 1 435 W
M 3.61 2
3m 4.21 1 430 -
6M 4.29 0 '
IM 4.41 1
1y 4.48 0 425 W
FRA rates (Mid 420 -
TERM % Daily change (bp)
1X2 3.45 -13 415 L e
3X6 4.25 1 3 3 3 &3 3 3 3 3 3 B 3 8 8 & & 8
= = = = = = = = = = = [=) [=] [=) [=) (=]
6x9 4.40 5 S ¥ ¥ e g 3 I g8 Y N T e ® 0
9x12 459 1 WIBOR FRA 3x6 FRA 6x9
3X9 4.39 0
6X12 4.57 6

*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

Bank Zachodni WBK is a member of Allied Irish Banks Group



