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CEE Economics

Eyeopener

Production in Europe keeps falling

Low market volatility on Monday

Zloty stronger vs euro, stable against dollar and franc; EURUSD lower
Polish debt stable in absolute and relative terms

Today minor data releases in USA, speeches by Fed and ECB governors

Monday was a calm day on the markets, without any important economic data releases
from the euro zone and the USA. In China, January inflation was a big upside surprise at
5.4% y/y (vs 4.5% in December and expectations at 4.9% y/y), amid much higher food
prices (for example, pork price went up by 116% y/y in China) among other factors. In
ltaly, the December industrial output also was far from expectations, but in the other
direction: analysts awaited -0.4% y/y and the outcome was -4.3%. It was another
negative surprise of this sort after the poor December production data published last
week in Germany (-6.8% y/y) and in France (-3.0% y/y), which does not bode well for the
prospects of economic rebound in the euro zone. Stock exchanges of the developed
and emerging economies ended the European session with marginal gains, albeit the US
stock indexes reached new highs; energy and industrial commodities prices declined.
EM currencies, including the zloty, remained mostly stable, with the exception of
depreciating currencies of Latin America.

EURUSD started the day at 1.095 - unchanged versus the Friday close and was hovering
around this level for the better part of the day. At the end of the session the dollar
started to gain and the exchange rate fell by 0.2% to 1.093. This was the sixth day in a
row of downward EURUSD move and the last time such a streak was observed in August
2019. The pair could approach 1.09, in our view, unless there are some positive news on
coronavirus.

EURPLN opened at 4.274 and then was declining for the better part of the day to end
the session at 4.265. USDPLN did not change as the dollar gained, and closed the day at
3.903. CHFPLN followed a similar path and remained unchanged at 3.993 as EURCHF
broke 1.07. We are expecting no major zloty strengthening this week. Market-driving
data is due for release at the end of the week.

As for other regional currencies it was EURHUF which moved lower by 0,3% to 337,7.
From the technical analysis perspective it looks like the currency pair have established a
pattern called “bearish engulfing” which might mean that the pair corrects lower in the
near future. EURCZK remained unchanged at 25,03. Czech unemployment rate was at
3.1% in January, by 0.2pp higher than a month ago, but in line with expectations. As for
USDRUB, the currency pair traded up to 0.8% lower during the day following closely the
RUB basket only to bounce higher during the second half of the day and close at 64.15.
Brent fell by 1% to $54.0, and its further declines might significantly weaken the Russian
currency.

On the Polish fixed income market Monday was a relatively calm day. Yields of 10Y
POLGBs remained in the vicinity of 2.06-2.07% almost unchanged versus Friday. German
Bund yields lowered by 2bp to -0.40%. The size of the decline in yields in 10Y UST was
similar and the Treasuries closed at 1.57%. Polish 10Y asset swap closed at 23bp, while
10Y PL-DE spread at 246bp.

Today, there are no key data releases. We will get to see Chinese money supply, UK GDP
for 4Q19, CPlin Portugal, US NFIB index of optimism in small companies and December
JOLTS data (job openings). Also the Fed president is to testify before the US Congress
and the ECB president is to speak in the European Parliament.
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FX market Zloty exchange rate
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Economic Calendar

TIME FORECAST ACTUAL LAST
COUNTRY INDICATOR PERIOD
CET MARKET SANTANDER VALUE  VALUE*

TUESDAY (11 February)

No important data releases

WEDNESDAY (12 February)
11:00 EZ Industrial Production SA Dec % m/m -0.5 - 0.2
THURSDAY (13 February)
08:00 DE HICP Jan % m/m -0.8 - -0.8
09:00 HU CPI Jan % yly 4.4 - 4.0
14:00 PL Current Account Balance Dec €mn -571 -551 1457
14:00 PL Trade Balance Dec €mn -775 -811 829
14:00 PL Exports Dec €mn 16710 16712 20 238
14:00 PL Imports Dec €mn 17 690 17 523 19 409
14:30 us CPI Jan % m/m 0.2 - 0.2
14:30 UsS Initial Jobless Claims week k 215 - 202
FRIDAY (14 February)
08:00 DE GDP WDA 4Q % yly 0.4 - 0.5
09:00 cz GDP SA 4Q % yly 2.0 - 2.5
09:00 (@4 CPI Jan % yly 3.1 - 3.2
09:00 HU GDP 4Q % yly 425 - 5.0
10:00 PL CPI Jan % yly 4.1 4.1 34
10:00 PL Flash GDP 4Q % y/y 3.0 3.0 3.9
11:00 EZ GDP SA 4Q % yly 1.0 - 1.0
14:30 Us Retail Sales Advance Jan % m/m 0.3 - 0.3
1515 UsS Industrial Production Jan % m/m -0.3 - -0.3
16:00 us Michigan index Feb pts 98.9 - 99.8

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