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CEE Economics

Eyeopener

Industrial orders still weak

Positive market moods after strong US data

EURUSD down, core yields up

Zloty still depreciating

Growth rate of industrial orders in Polish industry still going down
Today HICP inflation in Germany

On Wednesday the market sentiment was positive - main stock indices in US and
Europe rose after better than expected US data. During the day the dollar gained the
(dollar index rose 0.15% to 98.37) while EM currencies, with few exceptions, weakened.
PLN found itself in the middle of the EM group and lost 0.25% versus USD. Brent price
rose by 0.5% to USD64.3 per bbl, gold fell 0.4% to USD1455 per ounce. Towards the end
of the day president Trump said that ,phase one” deal with China is getting closer.
However, soon after that he signed a bill supporting Hong Kong protesters and
threatening China with sanctions. Today the US market is closed due to Thanksgiving.

The registered unemployment rate declined in October to 5% for the first time since
the transformation and the fall in the number of unemployed was slightly higher than in
October last year. According to LFS, unemployment was also lower than ever - in Q3 it
amounted to 3.1%, which means that it managed to trim 0.7 points during the year. In
Q3 there was also a further decline in the working age population by 0.5% y/y (15th
quarter with negative annual growth rate). The number of the economically active has
also fallen by 0.7% y/y, but only because of lower unemployment numbers. When it
comes to employment and inactivity, statistics were stable in annual terms. As a result,
the economic activity rate at 56.7% was only 0.1 points lower than last year's reading,
which was the highest since 2000 and the employment rate of 54.9% set a new
maximum since 1996.

Yesterday GUS (Polish Statistical Office) published data about new industrial orders - in
October they rose by 3.7% y/y, while foreign orders alone added 4.3% y/y. In both cases
the growth rates are significantly below their Q3 and YTD averages. Seasonally adjusted
business sentiment indices in manufacturing showed that current assessment of new
orders is one of the lowest in the last four years. There was however a noticeable
improvement in sentiment in the services in the restaurants and hotels sector which was
a function of better demand and higher sales. This supports a hypothesis that the fall in
retail sales dynamics can be explained by the fact that the emphasis of household
consumption has been moved from goods towards services.

EURUSD broke important support at 1.100 and traded below for some time, reaching a
daily minimum of 1.099. Towards the end of the day the pair rebounded above 1.100
(daily change of -0.2%). We think that in the coming days EURUSD may fall further. The
next important technical level is at 1.095.

EURPLN was on the rise again and reached its local peak at 4.314 but later in the day
the exchange rate corrected to c4.307. The zloty has been under pressure for the six
consecutive days and has reached our short-term target (4.31-4.32). We think that now
the exchange rate could stabilise before restarting the upside move. USDPLN closed at
3.915, CHFPLN at 3.92 and GBPPLN at 5.04. As regards other CEE currencies, EURCZK
did not change much (25.5), EURHUF was hovering around 336.1 in a narrow range
while USDRUB rose slightly to 64.05.

On the domestic interest rate market yields and IRS rates fell by c2bp along the
curves. The 10Y bond yield closed at 1.97% and the respective swap at 1.68% implying
asset swap spread closing at 29bp. At the same time, yields on the core debt market
closed higher on daily basis - Bund curve by 1bp and the UST by 2-3bp with the intraday
up moves even bigger by 1-2bp, mainly on the US curve. The PL-DE 10Y bond yield
spread fell for a yet another day to 234bp but we think it shall return to c240bp in the
coming days.

Today, we will get to see German November HICP inflation and euro zone business
sentiment indexes.
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FX market Zloty exchange rate
Today's openin
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Interest rate market 27/11/2019 :
T-bonds on the interbank market** Apr - May Jun ul fug Sep Dct Nov
Benchmark o Change Last Average 2019
(term) % (bps) auction Per offer yield
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L 1.69 0 1.74 1 -0.35 0
2L 1.69 0 1.62 2 -0.35 0
3L 1.66 -1 1.57 3 -0.32 0
4L 1.65 0 1.56 3 -0.28 0
5L 1.65 0 1.56 3 -0.24 0
8L 1.67 -1 1.62 3 -0.08 -1
T0L 1.69 0 1.67 3 0.04 -1
WIBOR rates Apr May  Jun T Aug Sep Oct Nov
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(bps)
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SW 1.58 0 /x" =175
2W 1.60 0 | 1 Ir”.
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10Y spread vs. Bund
Measures of fiscal risk
Country CDS5YUSD T0Y spread™ WP 23418 ["3-50
Level Change Level Change "M CZ 1.8009 I
(bps) (bps) WS- 07672 3.00
Poland 2.34 -2 B IT 15783 F
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Spain 40 -1 0.77 0 o e2.00
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Ireland 25 -1 0.42 0 L
Germany 9 -1 - e b 1.00
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**Information shows bid levels on the interbank market at the end of the trading day ﬁupr May Jun Jul T ﬁuug Sep T Oct Now
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Economic Calendar
TIME FORECAST ACTUAL LAST

COUNTRY INDICATOR PERIOD
CET MARKET SANTANDER  VALUE VALUE*

THURSDAY (28 November)
11:00 EZ ESI Nov pct. 101.0 - 100.8
14:00 DE HICP Nov % m/m -0.6 - 0.1
FRIDAY (29 November)
08:00 DE Retail Sales Oct % m/m -0.1 - 0.0
09:00 (o4 GDP SA 3Q % yly 2.5 - 2.5
09:00 HU GDP 3Q % yly 5.0 - 5.0
10:00 PL CPI Nov % yly 2.5 2.7 2.5
10:00 PL GDP 3Q % y/y - 3.9 3.9
11:00 EZ Flash HICP Nov % y/y 0.8 - 0.7
11:00 EZ Unemployment Rate Oct % 7.5 - 7.5

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