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LAST PREVIOUS CHANGE (%)
EURCZK 27.03 27.02 0.05
EURHUF 309.1 309.1 -0.01
EURPLN 4.368 4.373 -0.12
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LAST PREVIOUS CHANGE (bps)
CZGB 10Y 0.443 0.444 -0.1
HUGB 10Y 3.47 3.47 0.0
PLGB 10Y 3.52 3.56 -0.9
Equity indices (index)
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LAST PREVIOUS CHANGE (%)
PX 924.7 926.1 -0.15
BUX 33100 33032 0.21
WIG 53498 53410 0.16

Macro, FX & Rates: Hedging of Czech exporters still low

(CZ, FX) While bets that the Czech central bank would scrap its interventions
against the CZK have been increasing and EUR/CZK forwards have been falling the

fresh statistics about hedging among the Czech exporters was still at record lows
at the end of 2016. Although 1-year hedging (of Czech exporters) has slightly
increased to 27.6% according to the CNB’s survey, after seasonal adjustment it
recorded another decline to fresh record lows. Hence some of the exporters
might not be “well prepared” for the end of the interventions during this year. This
increases the chances of subsequent gains of the koruna. On the other hand, we
have also seen that mainly foreign players built-up the speculative long positions
in the CZK. Although we do not have hard data to prove it, we believe that such an
inflow has accelerated at the beginning of 2017. The dramatic increase of free
liquidity (in CNB’s repo and depo) points to the total volume of CNBs intervention
at around 6 billion euros in just 5 days at the beginning of 2017. We believe it
mostly reflects growing appetite of foreign players for the koruna. Should such a
fast builds up in the CZK long positions go on, it would increase the chances of
negative correction of the koruna after the interventions end. Due to higher
inflation outlook, we believe the CNB is going to end interventions in Q2 2017. In
our base scenario we assume high volatility afterwards (potentially in both
directions) and subsequent gains of the CZK in the mid-term (6 months horizon).

Equities: MTEL to buy houses in Montenegro

(HU, MTEL) MTEL was confirmed to buy by couple of houses following its
announcement to divest its Montenegro division. Company announced that signed an
agreement with Hrvatski Telekom to sell its whole 76.53% stake in Crnogorski Telekom
for a total consideration of EUR 123.5 million (approximately HUF 38.1 billion at the
January 9, 2017 EUR/HUF exchange rate of 308.7) for implied multiple at 5.1x
EV/EBITDA 16E. We consider the deal as neutral. As a result of the transaction, MITEL
has cut its FY17 guidance by 4% roughly (EBITDA revised down from HUF 189-193bn to
HUF 181-185bn, similarly to Revenues — down from HUF 585-595bn to HUF 560-
570bn). Transaction will partly help to decrease MTEL’s leverage, but not significantly
(net debt/total capital would decline from 41.6% to some 37%, ie fully in line with the
FY17 30-40% target). We confirm our target price at HUF 510/shr.

Weekly Preview: NBP’s policy on despite higher inflation
(PL, Rats & Macro) December’s increased inflation will hardly influence the policy
of the National Bank of Poland, as it still lags way behind the target. Polish
inflation is likely to approach the target slowly, and thus the central bank is not
and will not be under pressure to act. In addition, the NBP may be calmer now,
because the exchange rate of the zloty has stabilised — more specifically, the
Polish currency has eliminated the losses of late last year — a probable reason for
the curbing of inflationary pressures.
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*upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points

Country Time
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PL

9:00 Retail sales
14:00 NBP meeting
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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.
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