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LAST PREVIOUS CHANGE (%)
EURCZK 26.12 26.15 -0.08
EURHUF 357.0 358.1 -0.31
EURPLN 4.532 4.532 -0.01
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CZGB 10Y 1.271 1.271 0.0
HUGB 10Y 2.34 2.35 -0.1
PLGB 10Y 1.16 1.16 0.0
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Our regional insights:
NBP’s rhetoric keeps EUR/PLN above 4.50

The EUR/PLN pair remains visibly above 4.50, which means that the strongly dovish
statements made by the NBP Governor Glapinski on Friday evening have had the
desired effect and, for now, the zloty does not have a tendency to strengthen. It
should be noted that Glapinski warned that the NBP was both prepared for even
greater forex interventions against the zloty and admitted the introduction of
negative interest rates if economic conditions deteriorated drastically. This
situation could occur if Poland were hit by a third pandemic wave. This negative
scenario still cannot be ruled out. While Poland is one of the more successful
countries with regard to the pace of vaccination (almost a half of million of doses
has been distributed), on the other hand, the number of those infected with Covid-
19 and, in particular, the death rates as a result of the pandemic remain
dangerously high. That is why, in our opinion, there is still a chance that the NBP
may cut the key interest rate to negative at the March MPC meeting.

On the other hand, unless a third pandemic wave hits Poland, it will be very difficult
for the NBP to defend the current “weak zloty” policy. Although the weak Polish
currency clearly supports the economy by improving the trade balance, Poland
does not need it in view of the record current account surplus. At the same time,
the pass-through of the weak zloty into higher inflation has been very modest in
recent history (see the chart below). In fact, it's a question whether the 2%
depreciation of the Polish currency will be observable in consumer price inflation
at all.

Hence, from the macroeconomic point of view the biggest beneficiary of the
current NBP policy will be the Polish government as central bank’s asset purchases
(either in the form of domestic bonds or in the form euros / forex interventions)
are increasing PLN liquidity in the Polish financial system and are driving financing
costs lower.

A reaction of the Polish economy to 2% PLN depreciation (a simple VAR model):
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Ne_exports_contr = contribution of net exports to GDP growth
CPI_Inflation_YoyY = a change in year-on-year headline inflation
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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
PL 01/21 10:00 Wages % 12/01/2020 7.3 5.0 0.5 4.9
PL 01/22  10:00 PPI % 12/01/2020 0.2 -0.1 0 -0.2
PL 01/22 10:00 Retail sales % 12/01/2020 22.4 1.2 -5.4 -5.3
PL 01/25 10:00 Industrial output % 12/01/2020 -1.6 5.4
PL 01/26  14:00 Money supply M3 % 12/01/2020 0.5 16.1
HU 01/26  14:00 NBH meeting % 01/01/2021 0.60
HU 01/26  14:00 Overnight deposit rate % 01/01/2021 -0.05
PL 01/27 10:00 Unemploy ment rate % 12/01/2020 6.1
cz 01/27 12:00 CZ bond auction 2014-2027, floating rate CZK B 01/01/2027 5
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