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As contagion intensifies sell-off in Central Europe too 
CNB is heading for rate cut already in June 
Broad sell-off intensified in Central Europe as markets got to know that Greeks to head 
back to polls after talks fail. While the biggest currency looser has been the Polish zloty 
as the EUR/PLN hit 4.40 level, on the fixed-income side it was the Hungarian bond 
market, which suffered the most (yields moved up by around 20 bps). We think that 
contagion from the Euro-zone is far from over, so more losses are probably ahead us 
in regional markets. The only exception could the Czech bond market, which might 
benefit from rate-cut expectations (see the last paragraph). 

It seems that the Czech National Bank is ready to cut its repo rate already in June. 
Yesterday, we could read the first reaction to a weak GDP figure for the first quarter (-
1.0% q/q), which came from Bank Board member Mojmir Hampl. He said that the next 
step of the CNB should be easing, so given the fact that Hampl voted for rate stability 
on the last meeting that’s a clear signal that a 25 bps cut could be delivered already in 
June (and not in August as we previously thought). 

Meanwhile, talks between the Hungarian government and the EU had another round.  
The Hungarian government modified the Constitution and cancelled the paragraph 
that enabled the merger of the central bank and the Financial Supervisor.  The EU 
Commissiner’s spokesman said that the five party talks between experts from the 
EU/IMF/ECB/Govt/MNB had a good spirit, but did not detail further what this could 
mean for the future. 

It is important to see that that there remained several open questions about the 
central bank law including the oath on the new Constitution, the salary cap, the 
appointment of two new Council members and a new Vice President.  It will also be 
important how the EU sees the upcoming Convergence Program that includes the 
measures to meet next year’s 2.2% of GDP deficit target.  In order to minimise the risk 
of failure, PM Mr Orban will meet Mr Barroso on the 23rd of April and the program 
will be submitted only afterwards. 
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EUR/PLN, last 60 hours. Source: Reuters
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As the Polish zloty 
feels the heat from 
the Euro-zone the 

EUR/PLN has already 
touched the 4.40 

level. 
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