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Our regional insights:
The NBP on hold despite the 39 pandemic wave

Poland’s central bank is holding its meeting today. While the press conference by
the NBP president Glapinsky will not take place until 3 p.m. on Friday, the decision
and statement of the Monetary Policy Committee is capable of grab market’s
attention. Poland is now facing the third wave of the pandemic and the NBP ranks
among the most aggressive central banks in the region as regards prospective
support of the economy from the monetary policy side. However, we are not
expecting any change (or cut) in the official interest rate because this would mean
moving it into negative territory (it is at 0.10% at the moment) for one thing, and
the inflation has been significantly overshooting the inflation target once again (the
headline was at 3.2% YoY in March) for another. Nevertheless, the NBP can still
deliver in an aggressively dovish communication, taking into account the negative
impact of the pandemic on the economy (the GDP growth in the first quarter was
most probably negative and may still be very weak in the second quarter). The MPC
will express not only the readiness to continue in purchasing government (and
government-guaranteed) bonds but also the threat of possible FX interventions
against the zloty (despite the fact that the Polish currency is already by 4% weaker
compared to the level in the middle of December 2020 when the NBP intervened
against the zloty for the first time).

As concerns the zloty — its reaction to the outcome of the NBP’s meeting should
not be dramatic. It seems that the Polish foreign exchange market has been
recently more influenced by the development of interest rates in core markets -
especially by the UST yields.

Jan Cermak, CSOB
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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
cz 04/07  9:00 Retail sales ex autos % 02/01/2021 -8.0 -5.8 -8.0 -9.0
Cz 04/07 10:00 FXreserves of the CNB EUR B 03/01/2021 136.8
PL 04/07 14:00 NBP meeting % 04/01/2021 0.10 0.10
Cz 04/08 9:00 Construction output % 02/01/2021 -5.2
Ccz 04/08  9:00 Trade balance (national) CZK B 02/01/2021 22.0 24.6
Cz 04/08 9:00 Industrial output % 02/01/2021 0.7 -4.4
Ccz 04/08 9:00 Unemploy ment rate 15-64 % 03/01/2021 4.2 4.3
HU 04/08 9:00 Industrial output % 02/01/2021 0.2 -2.8
HU 04/08 9:00 Trade balance EUR M 02/2021 *P 855
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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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