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Regional currencies shrug off increased volatility in 

emerging markets 

The Polish zloty and Hungarian forint gave up a part of their recent gains 

yesterday, but volatility in regional markets has remained extremely low. 

Interestingly, both the forint and especially the zloty were able to decouple from 

other emerging markets, where the volatility is on the rise. This has been true not 

only for the Mexican peso (hit by the US election campaign), but - more 

importantly for CE markets – also for the Turkish lira. 

The main reason why regional currencies are able to shrug off volatility in other 

emerging markets can be found not only in the fact that respective macro 

fundamentals of the former are looking good, but also because they have become 

close economic satellites of the euro-zone. Hence, for the zloty, the forint or the 

Czech koruna, it is much more important to follow news coming from the German 

economy or about the ECB than whether there is or is not a sell-off in emerging 

markets. Given that ECB’s tapering of its QE programme will not become a hot 

topic for markets before 2017 and German business sentiment indicators remain 

strong (yesterday’s release of the ZEW index is another piece of evidence for 

that), CE currencies probably need not worry about their strong position. By the 

same token, hypothetical deterioration of German/euro-zone figures can be more 

painful for regional currencies than increased uncertainty and related volatility in 

emerging markets caused by approaching US elections. 
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returns back 

above the 4.28 
level. 
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Interest-rate Swap Curves 


