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CEE Economics

Eyeopener
Oil price highest in three years

Stock markets stable, Brent oil price already at $84
Core market yields climb higher

EURPLN ended the day below 4.60

Today ZEW index in Germany

On Monday the stock indices remained roughly unchanged, the price of Brent oil increased
for another day reaching $84 per barrel. Core market yields also continued march upwards
UST +3bp to 1.61% (+13bp MTD), Bund +3bp to -0.12% (+8bp MTD), the dollar has not
changed much. The day was relatively empty as far as macroeconomic data in the
developed markets was concerned. ECB Governing Council member Klaas Knot said that
since the start of the pandemic investors have boosted their holding of risky assets and as
a result are vulnerable to abrupt changes in market sentiment. He warned against
underestimating the inflation risk and the way the possible ECB reaction might influence it.
The ECB Chief Economist Philip Lane said that a one-off wage increase as a result of the
currently observed elevated inflation would not be a sign of permanently higher inflation;
he is an advocate of patiently waiting for further macroeconomic data.

MPC member Eryk ton said that the latest 40bp interest rate increase was aimed at
curbing elevated inflation expectations. He added that the current level of interest rates in
Poland, both nominal and real, remains historically low. In his opinion, it is plausible that
one interest hike should be enough. Also Eugeniusz Gatnar spoke, suggesting the MPC
should raise interest rates already in November if the newest NBP staff projection would
show that in the forecast horizon of 8 quarters the CPI inflation would not fall below the
3.5% (the upper band of the inflation band). He added that he wished the NBP rate returns
to 1.50% and perhaps even to 2.00% "taking under consideration the inflation dynamics".

According to the Polish Association of Automotive Industry (PZPM) in the first decade of
October there were 34% y/y less car registrations in Poland. This is likely the result of
lower production due to problems with supplies. Calendar is also to blame (4 weekend
days within the first 10 days of October this year vs 3 days a year ago).

EURUSD was outstandingly stable on Monday and stayed close to 1.1570.

EURPLN opened on Monday at 4.605, then rose for some time to almost 4.62, but in the
second part of the day it collapsed towards 4.58. A short consolidation after the large
swings from the previous week is definitely needed and the important levels to watch,
signalling a choice of direction by the exchange rate are 4.60 and 4.54.

As for the other currencies of the CEE region, EURHUF dropped by 0.5% to 359.6. We
expect EURHUF to be close to 365.0 at the end of the year. EURCZK dropped by 0.3% to
25.38. In Czechia the September inflation was an upside surprise (4.9% y/y vs 4.6%
expected, previous reading 4.1%). The highest print since 2008 was mostly caused by
housing cost component and the cost of transport. USDRUB at 71.7 did not move much
despite USD8.7bn stronger than expected preliminary C/A balance for 3Q - it seems that
much is already priced in (USDRUB dropped by c¢.1.4% since the start of October).

On the interest rate market, on Monday the bond selloff continued - yields rose much
on the short end (by ¢.12bp to 1.46% for 2Y); a bit less on the long end (e.g. 10Y by 10bp to
2.54%). The IRS curve rose more on the long end (10Y to 2.63% by 9bp) and less on the
short end (2Y to 1.97% by 5bp).

The Ministry of Finance informed that it plans to issue a 3Y bond on the Chinese market
soon, depending on market situation. The planned amount is CNY3bn (c.USD465mn).

BGK at the Monday auction sold 4 series of bonds (FPC0725, FPC0328, FPC0631, FPCO733)
for a total of c.PLN0.59bn.
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FX market Zloty exchange rate
Today's opening 4.80 -
EURPLN 45899 CZKPLN 0.1805 —EURPLN. ——USDPLN
USDPLN 3.9694 HUFPLN* 1.2677 4.65 1
EURUSD 1.1565 RUBPLN 0.0553 450 W
CHFPLN 42816 NOKPLN 0.4621
GBPPLN 53985 DKKPLN 0.6155 435
USDCNY 6.4522 SEKPLN 04522 420 |
*for 100HUF :
Last session in the FX market 11.10.2021 4.05 -
min max open close fixing
EURPLN 4580 4616 4596 4583 4612 3.80 4
USDPLN 3958 3.996 3.972 3.960 3.986 375 -
EURUSD 1.155 1.159 1.157 1.157 -
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T-bonds on the interbank market** °c{ ~ g T o2 - e N 2§ ®
Benchmark % Chbange
(term) (bps)
DS1023 (2Y) 1.53 13 T-bonds yields
DS0726 (5Y) 2.24 22 2.70
DS0432 (10Y) 253 10 2.50 - — % % 1o¥
2.30
IRS on the interbank market** 210 4
Term PL Us 2 1?8 1
Change Change Change )
e * (ops) *  (bps) ool
1L 152 5 0.19 1 -0.51 0 110 |
2L 1.97 5 0.43 1 -0.39 1 0.90 -
3L 2.20 7 0.75 2 -0.29 2 0.70 -
4L 232 8 096 0 -0.20 3 050 -
5L 240 8 114 0 0.1 3 030 -
8L 2.54 8 1.49 2 0.14 4 010 -
10L 262 10 163 0 027 4 .0,10:% 5 § § s 53 3 3 §° §° § ‘% 3
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WIBOR rates N ~ ~ - & -
Term % C(hbang)e
ps
O/N 0.20 -1 3M money market rates
g/';‘ 82; s 200 ——PLNFRA3X6 ——WIBOR 3M PLN FRA 6X9
: 1.80 -
2W 0.50 0
™ 0.55 -1 1.60 1
3M 0.66 1 1.40 -
6M 078 2 1.20 -
1Y 1.02 -1
1.00 -
0.80 -
FRA rates on the interbank market** 0.60 -
Term Change
% (bps) 0.40 -
x4 1.06 6 0.20
3x6 1.34 3
6x9 1.84 4 0'003_‘5%(%2:‘:‘—3‘3‘—3‘@‘@‘:;‘&#
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3x9 143 3 o o8«
6x12 1.98 1
10Y spread vs. Bund
Measures of fiscal risk 400 -
Country CDS 5Y USD 70V spread® —h —Cz ES T —HU
Level  Change Level  Change 350
(bps) (bps)
Poland 51 0 265 8 300 1
France 10 0 34 0
Hungary 59 0 373 0 250 1
Spain 31 0 64 -1
Italy 43 0 104 1 200
Portugal 21 0 52 0 150 |
Ireland 11 0 38 1
Germany 8 0 - - 100 -
*10Y treasury bonds over 10Y Bunds 50
**Information shows bid levels on the interbank market at the end of the trading day ;;Q" ::S)' g § :,gr 5 E 5 g % % g 2% §
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Economic Calendar

TUESDAY (12 October)
11:00 DE ZEW Survey Current Situation Oct pts 29.0 - 31.9
WEDNESDAY (13 October)
08:00 DE HICP Sep % m/m 0.3 - 0.3
11:00 EZ Industrial Production SA Aug % m/m -1.5 - 1.5
14:30 us CPI Sep % m/m 0.3 - 0.3
20:00 S FOMC Meeting Minutes Sep/21
THURSDAY (14 October)
14:00 PL Current Account Balance Aug €mn -747 -896 - -1827.0
14:00 PL Trade Balance Aug €mn -850 -289 - -714.0
14:00 PL Exports Aug €mn 21147 21600 - 22346.0
14:00 PL Imports Aug €mn 22016 21889 - 23060.0
14:30 us Initial Jobless Claims k - 326.0
FRIDAY (15 October)
10:00 PL CPI Sep % yly 5.8 5.8 - 5.5
14:30 uUs Retail Sales Advance Sep % m/m -0.3 - 0.7
16:00 us Michigan index Oct pts 73.5 - 72.8

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