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Our regional insights:

Hungarian inflation ticks up. More to come...

The Hungarian consumer price index accelerated from 2% y/y in March to 2.3% y/y
in April. It was in line with the expectations. The main driver of the rise was the fuel
price (oil price went up and additionally the HUF weakened against USD), food price
(unprocessed food) and market services price increase. On the other hand the
imported inflation is still low, which is best reflected in the tradable goods price.
The core inflation moderated slightly from 2.5% y/y to 2.4% y/y, which stuck around
this level in the previous months.

Looking ahead we expect that the consumer price index may accelerate further in
the coming quaters. We see the headline inflation around 2.5% y/y in June and
around 3% y/y at the end of the year, which the middle of inflation target band of
NBH.

As the inflation is growing only gradually, we don’t expect any change of NBH’s
monetary policy until the extrenal environment won’t change, namey until the
imported inflation remains low. Although it is important to monitor how fast the
domestic componements (fast wage increase, strong domestic consumption etc.)
translate into the inflation as it may reflect the overheating of the economy. We
believe it won’t be the case in this year, so we maintain our view that the NBH may
only gradually moderate the stock f the foreign currency swaps, and the MIRS may
be maintained till the end of the year. It means that the Bubor (interbank) interest
rates may increase to the level of base rate (0.9%) only in the middle of 2019, which
might be followed base rate hike in 2H19.

Nevertheless, the increasing inflation may effect mainly the medium and long end
of the Hungarian yield curve, which means that the yield curve might steepen in
the following months.

HU: Inflation
yly in %
8 o

) .
08 09 10 1 12 13 14 15 16 17
e CPI Core CPI

Zdroj: Thomson Reuters Datastream / Fathom Consulting



Central Europe
Wednesday

Wednesday, 09 May 2018

Interest-rate Swap Curves
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).

Calendar
Camitny | e Indicator Period Forecast Actual Consensus Previous
m/m yly m/m yly m/im yly m/m yly
Ccz 9:00 Trade balance (national) CzK B 03/01/2018 18 18.7 21.3 18
HU 9:00 CPI % 04/01/2018 0.7 2.3 0.7 2.3 0.1 2
Ccz 10:00 FXreserves of the CNB EUR B 04/01/2018 121.7
Ccz 12:00 CZ bond auction 2015-2023, 0.45% CZK B 05/01/2018 5
Ccz 12:00 CZ bond auction 2017-27, 0.25% CzZK B 05/01/2018 5
Ccz 12:00 CZ Bond auction 2006-2036, 4.20% CzZK B 05/01/2018 2
Ccz 0:00 Earnings CEZ CzZK 1Q/2018
Ccz 0:00 Earnings Moneta Money Bank CzK 1Q/2018
PL 0:00 Earnings Cyfrowy Polsat PLN 1Q/2018
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