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Macro, FX, Rates: The NBH keeps its dovish stance

(HU) Rates & FX: As expected the National Bank of Hungary (NBH) left base rate
unchanged at 0.9% in line with the expectations. The NBH statement confirmed
that the loose monetary policy will be maintained for an extended period as the
NBH sees that the consumer price index may achieve the inflation target of 3% YoY
on a sustainable way only from beginning of 2019. They see no inflationary pressure
coming from the elevated speed of wage increase, because the inflation
expectations are still low, and the wage rise was counterbalanced by tax cuts this
year. According to the Council the international environment continues to pose a
downside risk to inflation. The statement was finished with the sentence that “if
inflation remains persistently below the target, the Council will ready to ease
monetary conditions further using unconventional, targeted instruments”.

We think that the NBH statement was as dovish as last month and the likelihood
of further easing is quite high especially taking in account the quite strong level
of the forint. We think that the NBH may change its key instrument in this year —
most likely some repo instrument may replace the 3-month depo instrument — so
we expect that the cap on 3-month depo might be moderated further in
September. It is also interesting that while in case of other central banks (like FED,
ECB or even Polish central bank) there are rather argues for possible tightening in
the coming quarters, the NBH is still talking about further possible easing of
monetary policy, although the economy is growing above 3%, the unemployment
rate is below 5% and there is lack of labor force on the market, the core inflation is
gradually increasing (the latest figure was 2.4% Y/Y). So the macroeconomic figures
don’t confirm the further need of monetary easing in our view.

The EUR/HUF didn’t react on the dovish stance of the statement, itis traded around
306, which is an important resistance level, if EUR/HUF breaks it than the next
levels are around 305 and 303.5. Although there is now some appreciation pressure
on the HUF in the current calm international environment, we think that the NBH
may remain dovish for an extended period so it may bring some HUF weakening in
autumn back above 310 levels.

Equities: Polish mobile operators see higher traffic

(PL) TMT: Mobile operators Orange Polska and Play have noted visible increases in
calls, texts and data transmission by clients abroad since the introduction of the
roam-like-at-home rule within the EU according to Polish press.

Play sees particular increases in data traffic. Data usage has risen more than
tenfold, the number of calls several times, sector representatives say off the record.
The effects of the abolition of roaming fees will be visible in Q3 and Q4 results.
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points

Country Time

PL 14:00 Industrial output
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