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99.4

99.6

99.8

100.0

100.2

100.4

1
2

/2
7

1
2

/2
8

1
2

/2
9

1
2

/3
0

1
2

/3
1

1
/1

1
/2

1
/3

1
/4

1
/5

Forex markets (index)

EURCZK EURHUF EURPLN

-25.0

-20.0

-15.0

-10.0

-5.0

0.0

1
2

/2
7

1
2

/2
8

1
2

/2
9

1
2

/3
0

1
2

/3
1

1
/1

1
/2

1
/3

1
/4

1
/5

Gov. bonds 10 Y (bps change)

CZ HU PL

99.00

99.50

100.00

100.50

101.00

101.50

102.00

1
2

/2
7

1
2

/2
8

1
2

/2
9

1
2

/3
0

1
2

/3
1

1
/1

1
/2

1
/3

1
/4

1
/5

Equity indices (index)

PX BUX WIG

 

Regional insights 

The Polish inflation slides to 1.1% year-on-year 

The Polish headline inflation dropped further as it grew only 1.1% y/y in December 

of 2018. On month-on-month basis the headline inflation stagnated. The biggest 

downward pressure came from fuel prices, which slipped by 3.2% m/m in the last 

month. Although there are no detail inflation statistics yet we estimate that the 

core still hovered around 0.7% y/y – hence it runs still deeply below the NBP 

inflation target (2.5%). 

The Czech yield curve has become inverted 

The Czech swap curve has become inverted since the end of 2018, which might be 

a signal that monetary policy of the Czech National Bank is too restrictive. 

Currently, the 3-moth Pribor rate stands at 2.01% while the 10Y (interest) swap rate 

hovers just above the 1.7% level. Hence, there is a visibly negative spread between 

the long and short-term CZK interest rates (see the chart on the next page). 

The inverted CZK yield (swap) curve has been a relatively rare phenomenon as it 

had happened only twice in the past – the first time, during and after the currency 

crisis in 1997 and secondly during the global financial crisis in 2008. In both cases, 

the inverted CZK yield curve was matched (followed) by the recessions of the Czech 

economy. So, it will be interesting whether some of the CNB Board members will 

notice this warning signal from the Czech fixed-income market. Just released 

Minutes from the December Bank Board meeting when the CNB hiked its repo rate 

by another 25 bps have not mentioned the yield curve explicitly, although the 

Board discussed an appropriate level of the real repo rate at this stage of the cycle. 

According to the Minutes ‘it was said several times that the time had come when 

making monetary policy decisions would be more difficult than in 2018’. 
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Interest-rate Swap Curves 

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