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B Start of the week under the sign of sentiment
improvement, but reasons for optimism fragile

B Rating agencies warn about looming downgrades

B Zloty did not benefit from global rebound, Czech
crown and Hungarian forint stronger, euro trimming
losses versus dollar

B Domestic bonds stable amid low turnover

B Today, new data from US and Italian bond auction

The Monday’s session passed in good mood. The stock
markets in Europe and stock futures in the USA have
recorded considerable gains, while safe assets, like German
and US bonds, were under pressure (at the end of the day,
the yields of 10Y bonds amounted to 2.33% and 2.05%,
respectively). One of the factors, which have caused
market's relief at the beginning of the day, was the
information released during the weekend in Italian press that
IMF is considering granting Italy a loan. Although the IMF
has dismissed these rumours, the market sentiment did not
deteriorate. The moods were also supported by information
from the German press that Chancellor Merkel and
President Sarkozy want to quickly push through a new euro
zone stabilization pact, which — if necessary — will involve
only a part of euro zone countries and will not require
change of treaties. Next week, the EU summit is on cards
and the investors hope that EU policymakers will finally
make some constructive decisions aiming at solving the
debt crisis. The risk appetite was to some extent supported
by the news from overseas, where the shops recorded
results better than one year before at the traditional sales
after Thanksgiving. The optimism was neither threatened by
the news that Belgian yields rose substantially during 10Y
bonds auction (to 5.66% from 4.37% last month) nor by
further comments from Germany, opposing introduction of
common Eurobonds. OECD has lowered the GDP growth
forecasts (2.5% for Poland in 2012) and called the
European policymakers for more decisive actions, due to
rising risk of crisis spillover and deep recession. ltaly sold
12Y bonds worth €567m, but market is more concerned by
results of today's auction of 3Y and 11Y securities, when
Rome plans to raise €8bn. Stock market gains were
maintained at sessions in US and Asia, yet the latter were
more constrained, after announcement of Fitch’'s decision to
cut outlook for US debt to negative, due to lower trust in
government’s ability to curb deficit. In turn, French press
reported that S&P is expected to trim France’s outlook to
negative within days. Moody's warned yesterday about

possible downgrades of European states and banks, should
the debt crisis in the euro zone escalate.

Yesterday's whiff of optimism was noticeable, but when
considering its reasons — denied rumour on loan for Italy
and hopes for more decisive actions of UE leaders — it is
hard to say how long positive market mood will prevail. The
UE summit that will take place on December 9th is surely an
important event but even before some comment of euro
zone leaders or rating agencies, or auction results may
trigger clear correction of investors’ expectations.

Soon after the beginning of the session the EURUSD broke
resistance pointed by us (1.334) and in the following hours
the euro continued appreciating versus the greenback. The
exchange rate approached 1.34 but did not manage to
break it. After a correction, at the end of the domestic
session the EURUSD was close to 1.337. In the following
hours the downward trend was maintained and only at
1.3285 it was reversed and the exchange rate rebounded
close to 1.337. Yesterday the EURUSD rebounded from
vital support on daily chart at ca. 1.32 and the resistance
area at 1.34-1.345 constrains potential for upward move.
Awaiting the next week's UE summit the market may be
sensitive to comments of European politicians.

The EURPLN declined slightly to ca. 4.51 yet before the
beginning of the domestic session and stayed there for the
better part of the session. The USDPLN was falling
gradually down due to upward move of EURUSD. At the
end of the domestic session some part of that gain was
pared as the EURUSD initiated a correction. The zloty
obviously did not benefit from vyesterday's surge of
optimism, though Czech crown and Hungarian forint
appreciated versus the euro by ca. 1.3% and 1.7%,
respectively. After closing of the domestic session the
EURPLN hovered around 4.52 and today in the morning is
close to that level. Today in the morning the market
sentiment is still good, but not as much as yesterday. Scope
for zloty appreciation is clearly limited by uncertainty
regarding further developments in the euro zone. The
support and resistance are at 4.50 and 4.54.

On the domestic debt market the session was calm, with
limited turnover. Domestic bonds, similarly as the zloty, did
not gain on the wave of higher demand for risky assets. IRS
rates fell, mainly in the middle of the curve, which pushed
asset swap spread slightly higher. FRA market recorded
some correction of earlier rise triggered by zloty weakening.
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Economic calendar

e COUNTRY INDICATOR PERIOD MAR:;RECAS;ZWBK AAUE VAL
FRIDAY (25 November)
10:00 PL Retail sales Oct %YoY 10.4 10.9 11.2 11.4
10:00 PL Unemployment Oct % 11.9 11.9 11.8 11.8
MONDAY (28 November)
10:00 EZ Money supply Oct %YoY 3.4 - 2.6 3.0
13:00 DE GfK index Dec pts 5.2 - 5.6 5.4
16:00 us New home sales Oct k 313 - 307 303
TUESDAY (29 November)
15:00 us S&P/Case-Shiller home price index Sep %MoM 0.0 - 0.0
16:00 us Consumer confidence index Nov pts 43.0 - 39.8
WEDNESDAY (30 November)
10:00 PL GDP Q3 %YoY 4.0 4.2 4.3
11:00 EZ Flash HICP Nov %YoY 3.0 - 3.0
14:00 PL Inflation expectations Nov %YoY - - 4.2
14:15 us ADP raport Nov k 130 - 110
15:45 us Chicago PMI index Nov pts 58.0 - 58.4
16:00 us Pending home sales Oct %MoM 1.4 - -4.6
20:00 us Fed’'s Beige Book
THURSDAY (1 December)
3:30 CN PMI — manufacturing Nov pts - - 51.0
9:00 PL PMI — manufacturing Nov pts 50.6 50.9 51.7
9:28 DE PMI — manufacturing Nov pts 47.9 - 49.1
9:58 EZ PMI — manufacturing Nov pts 46.4 - 47.1
14:30 us Initial jobless claims week k 390 - 393
16:00 us ISM — manufacturing Nov pts 51.5 - 50.8
FRIDAY (2 December)
14:30 us Non-farm payrolls Nov k 117 - 80
14:30 us Unemployment rate Nov % 9.0 - 9.0

Source: BZ WBK, Reuters, Parkiet, Dow Jones
* in case of the revision, the data is updated
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