(.
()
O
cC
O
e’
cC
O
(Vp)

CEE Economics

Eyeopener
Money puts the brakes on

CSO Statistical Bulletin today

Money supply grew less than expected, consumer sentiment improves
ECB minutes showed some votes in favor of slowing pace of rate hikes
EURPLN still in place, domestic yields still down

Today the monthly Statistical Bulletin will be released in Poland, including the unemployment rate
for October and industrial orders. Germany's full Q3 GDP data, presented this morning, showed an
upward revision of growth to 1.3% y/y from 1.2%, and in q/q terms to 0.4% from 0.3%.

The Ifo index describing the business climate in Germany rose more than expected, but still remains
around the lowest levels since May 2020. The improvement was based on better business outlook
(probably due to the reassurance on energy costs), while the current situation was assessed worse
than a month ago. Yesterday, the Swedish central bank raised rates by 75 bp, in line with
expectations. In its previous move, it raised them by 100 bp, and as for the next one, it signalled +50
bp.

Consumer confidence improved in November, with the current index rising to -44.0 points from -
45.5 points and the expectations index to -33.8 points from -35.7 points. The improvement was
mainly due to a better assessment of the economic situation, higher ability to save and to make
more purchases. However, we think this is statistical noise rather than the start of a larger
improvement in consumer sentiment; the indicators remain deeply negative and consumers will
have little reason to feel financially more secure in the coming months, given the slowing economy,
deeply negative real wage growth and still elevated inflation.

M3 money supply slowed in October to 7.0% y/y from 7.7% y/y in September versus our forecast at
7.3% y/y. Cash in circulation increased by 6.7% y/y (7.5% y/y in September) and deposits by 6.6%
y/y (7.6% y/y in September). Slower deposit growth was mainly seen in non-monetary financial
institutions (3.0% y/y vs. 24.0% y/y in September). Loan growth declined further, to 2.9% y/y from
3.9% y/y in October (FX adjusted). Loans to individuals fell by 3.9% y/y (-1.9% y/y in September),
including consumer loans down by 3.0% y/y (-2.6% y/y in September), while housing loans in PLN
increased by 1.1% y/y (2.7% y/y in September). Loans to companies also grew more slowly, by
12.7% y/y against 15.4% y/y in the previous month. In our view, there will be a further slowdown in
lending and deposit growth in the coming months.

After October, the central budget balance still remained above +PLN27bn. In October alone, revenue
fell by 6.1% y/y (September was -4.9% y/y) and expenditure rose by 4.2% y/y (previously +6.5%
y/y). PIT receipts were more than half lower than one year earlier (-53.1% y/y) and CIT receipts were
45.3% higher. VAT revenue increased by around 5.5% y/y. The FUS (Social Security Fund) was
supported from the budget by almost the same amount as a year ago (+0.5% y/y, in September it
was -52.7% y/y).

EURUSD tried to move towards 1.045 after a better-than-expected German Ifo reading for
November, but after the ECB minutes release the exchange rate returned to the 1.04 area. In the
minutes, to the detriment of the single currency, there were signs that although most members
favour further rate hikes to prevent inflation expectations from becoming anchored, there were also
calls for a slower pace of hikes, in 50bp steps. In recent weeks, the idea was voiced by ECB
policymakers that a possible compromise could be a slower pace of rate hikes at the price of a faster
reduction in the ECB's balance sheet. This concept was mentioned yesterday by ECB Vice-President
Luis de Guindos, who stated that inflation in the euro area has peaked, or is very close to it.

EURPLN continued to consolidate around 4.70 without reacting to either domestic data or global
market events.

Other CEE currencies: EURHUF rose from around 409 to around 413, influenced by concerns about
the freezing of cohesion funds for Hungary. EURCZK rose from around 24.35 to around 24.39. The
Czech Senate approved gas price caps for large companies.

Debt market: Domestic yield curve fell by around 15bp on average. Rate hike expectations
expressed in the FRA market also fell. Yields also fell in the core bond markets. Debt markets around
the world are increasingly beginning to discount the scenario of slower rate rises due to the ongoing
economic slowdown.
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Consumer sentiment in Poland
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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*
FRIDAY (18 November)
16:00 us Existing Home Sales Oct % m/m -6.6 = -1.5

MONDAY (21 November)

No key events

TUESDAY (22 November)

10:00 PL Employment in corporate sector Oct % yly 2.2 2.2 2.4 2.3
10:00 PL Sold Industrial Output Oct % yly 7.8 6.7 6.8 9.8
10:00 PL PPI Oct % yly 23.5 23.5 22.9 24.6
10:00 PL Average Gross Wages Oct % yly 13.9 14.3 13.0 14.5
14:00 HU Central Bank Rate Decision Nov.22 % 13.0 13.0 13.0 13.0
WEDNESDAY (23 November)
09:30 DE Germany Manufacturing PMI Nov pts 45.0 46.7 45.1
09:30 DE Markit Germany Services PMI Nov pts 46.2 46.4 46.5
10:00 EZ Eurozone Manufacturing PMI Nov pts 46.0 47.3 46.4
10:00 EZ Eurozone Services PMI Nov pts 48.0 48.6 48.6
10:00 PL Construction Output Oct % yly -0.8 -2.1 3.9 0.3
10:00 PL Retail Sales Real Oct % yly 3.1 2.9 0.7 4.1
14:30 us Durable Goods Orders Oct % m/m 0.5 1.0 0.4
14:30 us Initial Jobless Claims Nov.22 k 225 240.0 222.0
16:00 us Michigan index Nov pts 55.5 56.8 54.7
16:00 us New Home Sales Oct % m/m -4.6 7.5 -10.9
20:00 us FOMC minutes
THURSDAY (24 November)
10:00 DE IFO Business Climate Nov pts 85.0 86.3 84.5
13:30 EZ ECB minutes
14:00 PL Money Supply M3 Oct % yly 7.5 7.3 7.0 7.7
FRIDAY (25 November)
08:00 DE GDP WDA 3Q % yly 1.2 1.3 1.2
10:00 PL Unemployment Rate Oct % 5.1 5.1 - 5.1

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