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CEE Economics

Eyeopener
Focus on 2Q GDP data

Today core inflation, GDP in Poland and other EU countries, FOMC minutes

July CPI inflation confirmed at 10.8% y/y, better than expected balance of payments
Unexpected rate cut in China

Ztoty a bit weaker, bond yields up

Today, the most important event in Poland is 2Q GDP data. We expect the preliminary GUS reading
to show a slight improvement in GDP growth to 0.1% y/y (-2.3% g/q sa) from -0.3% y/y in 1Q,
slightly higher than the consensus of -0.3% y/y (-3% q/q sa). A detailed GDP breakdown will not be
published until the end of the month, but we assume further deceleration in private consumption,
investment and inventory reduction with net exports improving. In our view, the GDP data should
confirm that the economy is near the bottom of the business cycle. The next quarters should bring a
gradual recovery led by falling inflation and a rebound in real disposable income, but we also see
downside risks to our GDP forecast for the full year at 1% y/y, as well as 3.3% in 2024. In addition,
GDP from other European countries will be published, and in the US, industrial production, real
estate data and minutes from the last FOMC meeting. This morning, UK inflation surprised on the
upside.

GUS confirmed that inflation Fell in July to 10.8% y/y from 11.5% in June. After the data we keep
our July core inflation estimate at 10.6% y/y, down from 11.1% in June. The July inflation data point
to lower upward pressure on prices, which supports our forecast of a further decline in CPI in the
coming months. The data also suggest that the next CPI reading could be close to 10% y/y with a fair
probability of falling below this level. If we assume that this is a sufficient signal for the MPC to cut
rates, monetary easing could begin in September or October - October is slightly more likely in our
view. More in Economic Comment.

Current account balance reached EUR2.43bn surplus in June, beating market consensus
(EUR1.79bn) and our forecast (EUR1.49bn). What is more, the May surplus (which was also much
above the consensus when released a month ago) was revised higher, to EUR1.48bn from
EUR1.39bn. This means that the 12-month rolling current account balance got positive (c. 0.2% of
GDP) for the First time since October 2021. The positive surprise vs. our forecast was due to the
services account surplus rising to EUR4.14bn from 3.39bn a month earlier. on strong exports.
Another surprise in the data is the weakness of both merchandise exports (+1.7% y/y) and imports
(-5.8% y/y) - both came some 2pp, or EUR0.6bn, below our estimates. The report mentions price
declines in global trade and strong PLN as reasons for relatively low merchandise trade turnover as
well as slowdown among Poland’'s main trade partners. Particularly low export values were
recorded in consumer durables while automotive products did quite well, but not as well as in
previous months. On the imports side, fuels, intermediate and consumer goods were the weakest
categories, while means of transport looked relatively strong. Overall, the better than expected
trade balance for June support our forecast of GDP growth in 2Q23 rising from -0.3% y/y in 1Q and
possibly moving above zero.

Weaker currencies in the region, stronger dollar. The zloty weakened on Monday, despite better-
than-forecast balance of payments data. On Tuesday, this weakening was prolonged by news from
China: further disappointing data and an unexpected 15bp cut in the 1Y marginal lending facility rate
to 2.50%. EURPLN went above 4.49 yesterday with limited market liquidity, but this move is already
being corrected today. The forint weakened to 387 from Monday's 383 per euro, while the Czech
koruna was noticeably more resilient. The EURUSD was the main determinant of the behaviour of
the region's currencies, falling from around 1.10 seen late last week to just above 1.090. The
strengthening of the dollar was dictated by weaker global sentiment as a result of concerns about
the health of China, but also by clearly better data from the US (retail sales) than from the euro area
(ZEW).

Monday saw a further increase in market rates, likely an extension of the move triggered by higher-
than-expected US PPl inflation data. Yields on core markets rose by 2-4 points for Bunds and by 5-6
points for Treasuries. In Poland, the yield curve moved up by 5-7 points, more strongly at the short
end. IRS rates also rose - by 4-7 points, but in this case more strongly at the long end. We think there
is potential for a further rise in domestic market rates, which could be supported by today's Q2 GDP
data. On Tuesday, yields on core markets also rose slightly.
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FX market
Today's opening
EURPLN 4.4679 CZKPLN 0.1851
USDPLN 4.0931 HUFPLN* 1.1430
EURUSD 1.0918 RUBPLN 0.0424
CHFPLN 4.6560 NOKPLN 0.3894
GBPPLN 5.2056 DKKPLN 0.5995
USDCNY 7.2965 SEKPLN 0.3771
*for 100HUF
Last session in the FX market 15.08.2023
min max open close fixing
EURPLN 4.4442 4.4962 4.4476 4.4817 4.4361
USDPLN  4.0720  4.1211 4.0775 4.1018 4.0525
EURUSD  1.0896 1.0952  1.0908 1.0925 -
Interest rate market 15.08.2023
T-bonds on the interbank market**
Benchmark o Change
(term) ° (bps)
PS1024 (2Y) 5.45 0
WS0428 (5Y) 5.35 0
DS1033 (10V) 5.58 0
IRS on the interbank market**
Term PL us EZ
Change Change Change
N A * (bps)
1L 5.89 1 5.62 -2 3.98 2
2L 5.20 1 5.11 -3 3.80 2
3L 4.86 1 4.77 -1 3.59 3
4L 4.72 0 4.56 1 3.45 4
5L 4.68 0 4.43 1 3.37 4
8L 4.77 1 4.26 2 3.27 4
1oL 4.87 0 4.22 3 3.27 4
WIRON rate
Term % Change (bps)
WIRON 6.31 42
WIBOR rates
Term % Change (bps)
O/N 6.69 6
T/N 6.80 -1
SW 6.85 1
™ 6.82 3
3M 6.68 -4
6M 6.55 -1
1Y 6.51 0
FRA rates on the interbank market**
Term % Change (bps)
x4 6.48 1
3x6 6.01 1
6x9 5.41 1
9x12 4.93 0
3x9 5.87 1
6x12 5.27 1
CDS rates and 10Y yield spread vs. German Bund
Country CDS5YUSD 10Y spread*
Level Change Level Change
(bps) (bps)
Poland 68 0 290 -4
France 13 0 55 1
Hungary 157 1 489 9
Spain 48 0 104 2
Italy 35 0 168 4
Portugal 36 0 73 2
Ireland 17 0 41 1
Germany 11 0 - -

*10Y treasury bonds over 10Y Bunds

**Information shows bid levels on the interbank market at the end of the trading day

Source: Refinitiv, Datastream
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Calendar of events and publications

TIME FORECAST ACTUAL LAST
COUNTRY INDICATOR PERIOD
CET MARKET ~ SANTANDER VALUE VALUE*
FRIDAY (11 August)
10:00 PL NBP Quick Monitoring
16:00 us Michigan index Aug pts 71.3 = 71.2 71.6
MONDAY (14 August)
10:00 PL CPI Jul % yly 10.8 10.8 10.8 11.5
14:00 PL Current account Jun €mn 1752 1488 2431 1479
14:00 PL Balance of trade Jun €mn 730 1122 1029 1127
14:00 PL Export Jun €mn 28750 28550 27886 28222
14:00 PL Import Jun €mn 27750 27428 26857 27095
TUESDAY (15 August)
11:00 DE ZEW Aug pts -63.0 = -71.3 -59.5
14:30 us Retail sales Jul % m/m 0.4 = 0.7 0.3
WEDNESDAY (16 August)
08:30 HU GDP 2Q % yly -1.2 = -2.4 -0.9
10:00 PL GDP 2Q % yly -0.3 0.1 - -0.3
11:00 EZ GDP SA 2Q %yly 0.6 - - 0.6
11:00 EZ Industrial production Jun % m/m -0.4 - - 0.2
14:00 PL CPI core Jul % yly 10.7 10.6 - 11.1
14:30 us Housing starts Jul % m/m 0.4 - - -8.0
15:15 us Industrial production SA Jul % m/m 0.4 - - -0.5
20:00 us Minutes FOMC Aug
THURSDAY (17 August)
14:30 us Initial jobless claims week k - - 248
FRIDAY (18 August)
11:00 EZ HICP Jul % yly 5.3 - - 5.5

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

This publication has been prepared by Santander Bank Polska S.A. for information purposes only. It is not an offer or solicitation for the purchase or sale of any financial instrument. Information presented in
the publication is not an investment advice. All reasonable care has been taken to ensure that the information contained herein is not untrue or misleading. But no representation is made as to its accuracy
or completeness. No reliance should be placed on it and no liability is accepted for any loss arising from reliance on it. Forecasts or data related to the past do not guarantee future prices of financial
instruments or financial results. Santander Bank Polska S.A. its affiliates and any of its or their officers may be interested in any transactions, securities or commodities referred to herein. Santander Bank
Polska S.A. or its affiliates may perform services for or solicit business from any company referred to herein. This publication is not intended for the use of private investors. Clients should contact analysts
at and execute transactions through a Santander Bank Polska S.A. entity in their home jurisdiction unless governing law permits otherwise. Copyright and database rights protection exists in this
publication.

Additional information is available on request. Please contact Santander Bank Polska S.A., Financial Management Division, Economic Analysis Department. al. Jana Pawta Il 17, 00-854 Warsaw, Poland.
phone +48 22 534 18 87, email ekonomia@santander.pl, http://www.santander.pl.

& Santander Bank Polska S.A.



