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Our regional insights: 
CE currencies in a bullish mode despite 
prevailing COVID-19 threats 
Despite FX intervention threats coming from the Polish central bank CE currencies 
have started the year 2021 in a bullish fashion. While a part of the story could be a 
weak(er) US dollar, which is usually a supportive environment for regional 
currencies, the rest could be simply a reversion of the losses accumulated at the 
end of the last year. Still, the recent gains have been surprising in the context of 
other bad regional news, which are primarily related to pandemic development. 

Recall that the whole region experienced a second wave of the pandemic, which 
led to quite severe lockdowns. These were, however, only temporary and 
quarantine measures were relaxed before Christmas. As a result the spread of the 
virus eased also only temporary and CE countries now see a rise in infections again. 
The leader in this respect is the Czech Republic, where daily numbers of the new(ly) 
confirmed COVID-19 cases is now reaching new all-time highs again.  At the same 
time, Poland’s and Hungary’s situation might not be so dire in terms of new (daily) 
COVID-19 cases, but daily COVID-19 fatalities have remained quite high. This leads 
us to a conclusion that the recent lockdowns in the Czech Republic, Poland and 
Hungary will stay possibly longer and they will weigh on the economic activity.  

Hence, the regional pandemic development suggests that despite all the positive 
related news surrounding vaccines, activity might slow. In other words, we should 
be prepared for a tough first quarter from a macroeconomic point of view in CE. 
This also implies that extraordinary support coming from government authorities 
and central banks’ actions will be still needed. This situation could trigger more 
central bank’s (easing) actions - like another NBP’s rate cut next week for example. 
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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 

9:00 Construction output 

9:00 Industrial output 
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ALL OUR REPORTS ARE AVAILABLE VIA OUR KBC RESEARCH APP (iPhone, iPad, Android) 
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. 


