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Our regional insights: 

The NBH still in a wait-and-see mode 

Yesterday, the National Bank of Hungary (NBH) left all the reference rates unchanged in 

line with the market expectations and there were only very few new elements in the 

statement either. 

The main message of the NBH that the inflation outlook has balanced risks on the 

downside and upside, and according to their forecast the inflation may return to their 

target of 3% YoY on their relevant time horizon. It would be a huge surprise if they 

change this frame as they just modified the risk from downside to a balanced one in 

December, so any further change is very unlikely until March, when the next inflation 

report will be published. They think that local factors are heating the inflation while the 

external factors are cooling it. 

The MPC left the average amount of liquidity to be crowded out for 1Q20 at HUF300-

500bn, which was also expected as the Council makes changes only quarterly and the 

revision will come only in March. Although they didn’t change the target amount, it 

doesn’t mean that they cannot decrease further the stock of foreign currency via 

influencing the extra liquidity in the market. In January it was well above the target, so 

it can easily happen that the market will face with further HUF withdrawal in the coming 

weeks. There will be around EUR400m foreign currency swap redemption next 

Monday and we expect that only roughly half of it might be renewed. 

The Council highlights that the Hungarian economic growth may remain strong in 2020, 

which is driven by investment, but on the other hand the fiscal policy is countercyclical 

and the MAK+ (retail bond) supports the high saving willingness of the households.  

The statement also emphasized that the coronavirus has increased the uncertainty, 

which can erode the vulnerable improving business sentiment and may cause an 

increase in risk aversion in emerging markets. So the statement was finished: “In its 

monetary policy decisions, the Monetary Council applies a cautious approach, relying 

mainly on the incoming data and the projections in the quarterly published Inflation 

Report. The necessity of further measures will be determined by the persistent change 

in the outlook for inflation, which will be monitored closely by the Monetary Council”. 

Based on the move of EURHUF, the market was not fully satisfied with statement as it 

moved close to its Monday (and all-time) peak of 338.5, which suggest that markets 

wanted a more hawkish stance. We think that it shouldn’t have been expected from the 

NBH as they cannot react harshly on the move of the exchange rate, but they started to 

fine tuning the HUF liquidity, which suggest that some change of their tone may come 

in March. We think that the NBH’s moves highly depends on the government’s 

boosting package and on the spill-over effect of the weak HUF into the inflation in the 

coming months. This kind of wait and see approach of NBH doesn’t support a sudden 

change of the bullish trend of the EUR/HUF, but we think that the gradual decrease of 

HUF liquidity may stop it. Still, we see important resistance EUR/HUF levels at 338.5 

and 340, while on the other side 336 and 334 could be strong support levels. 
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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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Calendar 

Country Date Period
Forecast Actual

PL 01/31

CZ 01/29 CZK B 01/01/2020

CZ 01/29

01/31 %, y td.

Consensus Previous

m/m y/y m/m y/y m/m y/y m/m y/y

PL 01/29 % 2019 *P

3.3 3.5 3.5HU 01/29 % 12/01/2019

4.2 5.1

4

1CZK B 01/01/2020

HU

500

9:00 Wages 11/01/2019 11.611.1

CZ 01/31 % 12/01/2019

HU 01/31 EUR M 11/2019 *F9:00 Trade balance 

10:00 Money  supply  M2 7.6

PLN M 12/01/2019 -1882

Time

9:00

10:00

12:00

Indicator

Unemploy ment rate 

GDP 

CZ bond auction 2015-2023, 0.45% 

12:00 CZ bond auction 2007-2057, 4.85% 

15:00 Budget balance 
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