- Ceniral

-

Written by CSOB Prague and K&H Budapest

-

—— -

Europe !

B

Friday

Forex markets (index)

EURCZK = == EURHUF EURPLN
100.5
100.0 e~
\N
\N
99.5 ~q
\
\\
99.0 Seeelo-
98.5
o - = o o = wn ©w ~ [
2 2 F 5 & & & & & ©
wn wn
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EURCZK 25.66 25.64 0.07
EURHUF 321.5 320.9 0.17
EURPLN 4.276 4.275 0.03
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CZGB 10Y 1.618 1.627 -0.9
HUGB 10Y 2.89 2.86 1.1
PLGB 10Y 2.48 2.48 0.0
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Friday, 07 June 2019

Regional insights

The ECB extends its forward guidance for low rates
and gives a chance to CE currencies to stays strong

The ECB has made life of CE currencies easier again as it promised additional easing
if needed yesterday. Recall that the ECB indicated it was prepared to ease policy
again if needed, a willingness underlined by the inclusion of the phrase 'Looking
ahead, the Governing Council is determined to act in case of adverse
contingencies..” in Mr Draghi’s opening press statement. To emphasise the ECB'’s
capacity in this regard Mr Draghi indicated that there had been a detailed
discussion regarding potential easing measures that the ECB might consider if
needed in the future.

We consider the above mentioned dovish twist from the ECB as potentially bullish
for all CE currencies, because it will keep respective interest rate differentials in
place with a possibility of further widening (in favour of the CZK, HUF or PLN). In
this respect in it is worth noting that inflation figures have remained elevated in all
CE economies and no regional central bank is ready to follow the dovish ECB now.

Specifically, in a case of the forint we should mention today’s release of the May
inflation readings, which showed that the core inflation has hit the upper limit of
the tolerance band targeted by the NBH (4.0% y/y).

Hungary: headline & core inflation (yoy change in %)
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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
. . . Forecast Actual Consensus Previous
Country Date Time Indicator Period
m/m yly m/m yly m/m yly m/m yly
HU 06/07  9:00 CPI %  05/01/2019 0.6 3.9 0.7 3.9
HU 06/07  9:00 core CPI %  05/01/2019 4 3.9
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This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee
that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its

content. The document is not intended as personalized investment advice and does not constitute a recommendation to buy, sell or hold investments
described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not guarantee the
accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the data of the
report and are subject to change without notice.




