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CEE Economics

Eyeopener

NBP sees downside risks to growth

Cautious optimism persists on the market
Weaker zloty, EURUSD down

Polish bonds recover slightly

Today Poland C/A data and US inflation

On Tuesday the market mood was quite positive - stock indices rose and EM currencies
(apart from the Chilean peso) were stable, similarly as bond yields on the core markets.
German data were quite positive - ZEW index describing the current situation rebounded
slightly, while expectations index improved markedly to -2.1pts from -22.8pts. Donald
Trump said that if the “phase one deal” with China is not agreed, tariffs on Chinese
goods will go up significantly. At the same time, Trump admitted that the deal is close.

The NBP inflation report showed a slightly higher path of core inflation - raised by cost
effect of hike in minimum wage, higher-than-expected housing costs, but on the other
hand limited by weaker expectations about the economic growth. Expectations about
energy prices went down (NBP assumed that energy prices will go up by 8% in 2020). CPI
is expected to peak in 1Q20 at 3.5% y/y, but in 3Q19 it is expected to move back to 2.5%
y/y and stay there until the end of the forecasting horizon (2021). The Report acknowledged
risks for the economic growth: GDP growth abroad was significantly revised down and so
was the investment (7.1% instead of 8.6% in 2019, 4.0% instead of 4.8% in 2020 and
1.9% instead of 2.6% in 2021). In our view the new forecasts give no reasons to change
the MPC bias and this is in line with earlier words of Governor Adam Glapinski.

Yesterday the first sitting of the new term'’s lower (Sejm) and upper (Senate) houses
of the Polish pairlament took place. Elzbieta Witek, a ruling PiS candidate, became the
Sejm marshall again. Tomasz Grodzki, an opposition coalition (KO) candidate, became a
Senate marshall. He got 51 supporting votes which is exactly the number of the opposition
senators. The outcome suggest that at least in the Senate and at least at the start of the
new term, the opposition is united.

EURUSD dropped yesterday to 1.10, lowest level since mid-October and this despite the
better than expected data from Germany. Today in the afternoon the exchange rate might be
influenced by the US inflation. We expect further strengthening of the dolar in the coming
days to 1.0930 (ok by 0.8%).

EURPLN rose yesterday to 4.28, the majority of the move took place in the evening after
the close of the Polish market. USDPLN rose to 3.88, CHFPLN to 3.91 while GBPPLN to
4.983. We think that in the coming days the EURPLN will move slowly towards 4.30.

Other CEE currencies behaved roughly like the zloty. EURHUF and EURCZK were stable
for a longer time and rose in the afternoon. The ruble was losing against the dollar since
the start of the day, mainly due to local factors (weaker RUB basket). The CBR admitted
that the net capital outlow in January-October equalled USD31.6bn.

On the domestic interest rate market bond yields fell slightly after their dynamic rise
in the previous days: 10Y yield returned to 2.15% from 2.18% and 10V IRS to 1.94% from
1.97%. At the short end of the curve a similar correction (3bp) took affected only bonds
and thus the 2x10 spread remained at 76bp, whereas the IRS curve flattened, i.e. 2x10
spread moved from 19bp to 16bp. 10Y asset swap spread remained unchanged at 21bp
and 2Y spread narrowed to -39bp. Core market yields did not change much on Tuesday,
and so the 10Y bond spread to Bund narrowed to 240bp. From technical point of view,
the German bond yields are at 200-day moving average, which for some investors may
signal that the Bund may trim some losses soon. On the other hand, situation in the US
debt market does not look so clear and there is a chance for further yields increase (to
2.14%) in the short term, which may put a pressure on other bond markets.

Today Poland balance of payments data for September will be released. We expect
much higher current account and trade deficits than market consensus.
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FX market Zloty exchange rate
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Interest rate market 12/11/2019
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TIME FORECAST ACTUAL LAST
COUNTRY INDICATOR PERIOD
CET MARKET SANTANDER  VALUE VALUE*
FRIDAY (8 November)
08:00 DE Exports SA Sep % m/m 0.3 - 1.5 -11.8
09:00 HU Industrial Production SA Sep % yly 5.4 - 9.0 2.7
09:00 HU CPI Oct % yly 2.8 - 29 2.8
16:00 S Michigan index Nov pts 95.5 - 95.7 95.5
MONDAY (11 November)
09:00 Cz CPI Oct % yly 2.7 - 2.7 2.7
TUESDAY (12 November)
11:00 DE ZEW Survey Current Situation Nov pts -22.3 -24.7 -25.3
WEDNESDAY (13 November)
08:00 DE HICP Oct % m/m 0.1 = 0/1 0.1
11:00 EZ Industrial Production SA Sep % m/m -0.2 - 0.4
14:00 PL Current Account Balance Sep €mn -219 -1224 -606
14:00 PL Trade Balance Sep €mn 7.5 -366 -55
14:00 PL Exports Sep €mn 19 291 19 049 17 646
14:00 PL Imports Sep €mn 19 265 19 415 17 701
14:30 us CPI Oct % m/m 03 - 0.0
THURSDAY (14 November)
08:00 DE GDP WDA 3Q % yly 0.4 - 0.4
09:00 (4 GDP SA 3Q % yly 2.6 - 2.8
09:00 HU GDP 3Q % yly 4.2 - 4.9
10:00 PL CPI Oct % yly 2.5 2.5 2.5
10:00 PL GDP 3Q % yly 4.1 4.1 4.5
11:00 EZ GDP SA 3Q % y/y 1.1 - 1.1
14:30 us Initial Jobless Claims week k 215 - 2711
FRIDAY (15 November)
11:00 EZ HICP Oct % y/y 0.7 - 0.7
14:00 PL CPI Core Oct % yly 2.45 2.4 2.4
14:30 us Retail Sales Advance Oct % m/m 0.15 - -0.3
15:15 us Industrial Production Oct % m/m -0.3 - -0.39

Source: Santander Bank Polska. Bloomberg, Parkiet
*in the case of a revision the data is updated
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