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Regional insights

NBH’s meeting preview (on hold)

We don’t expect any rate change from the National Bank of Hungary (NBH) on its last
rate setting meeting next Tuesday (20th December), but a new inflationary report and
the NBH statement will be interesting.

The Hungarian inflation outlook deteriorated substantially since September. Core
inflation accelerated to 24% YoY in November, while headline figure has already
reached the upper edge of the NBH’s forecasted inflation band for year-end. So it is
evidence that central bank has to modify upward its inflation outlook for both 2022 and
2023. We see average inflation at 14.6% YoY in 2022 and around 18-18.5 % YoY for 2023.
We think that NBH may give a range of 15-18% YoY for 2023 and probably may keep the
forecast of 2.5-4% YoY for 2024, although we see average inflation around 4.5% YoY in
2024.

Regarding the economic outlook, the GDP growth may be revised upward for this year
from the range of 3-4% YoY to 4-5% YoY and may keep next year’s outlook at 0.5-1.5%
YoY. Although the government has lots of programs, which are supporting the
companies in handling the high energy prices, we expect that domestic demand may
shrink in 2023 — net real wage may decrease by around 4%, additionally forint interest
rates are extremely high, which pulls back borrowing activity — which may push the
Hungarian economy into stagnation. On positive side NBH may highlight that the
country’s current account balance is over of its worst period, as the energy usage
started to drop since September and the import growth of products may also slow down
substantially due to the lower households consumption.

We expect that the statement will remain very hawkish, despite of the last days’ forint
appreciation and the positive development regarding the EU funds money (approval of
RRF plan and smaller freeze of Cohesion funds money). The Council may highlight that
the exchange rate plays still important role to push back inflation into the tolerance
range of 3% +/- 1%pt, so they would like to see a stable currency in the coming months
and quarters and if they see that forint deviates compared to other currencies in the
region they will act.

The statement may highlight the hawkish stance of ECB as well, and the NBH may
emphasize that the current high level of interest rate will remain with us for an extended
period and they are targeting a positive real interest rate by the end of next year. So we
don’t expect any moderation of the overnight deposit tender rate (18%) at least till the
end of January. We think that first of all the NBH would like to see that repricing
behaviour of the companies at the beginning of the year, and how market sentiment
develops from January.

So, allin all we expect a still very hawkish statement from the NBH, probably highlighting
that the remaining price caps in case of some food products should be abolished as soon
as possible — although the government just made the decision to keep it in power till
end-April and no interest rate change for the coming months. NBH may emphasize that
they will use all of them tools in order to avoid year-end turbulences including the
EUR4bn repo agreement with the ECB — which agreement was extended January 2024
this week — if it is necessary.
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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
eoumiy | pic |Tine Indicator Period Forecast Actual Consensus Previous
m/m yly m/m yly m/m yly m/m yly
cz 12/16  9:00 PPI %  11/01/2022 100 213 03 230 06 241
PL 12/16  14:00 Core CPI %  11/01/2022 06 112 1.0 110
PL 12/20  10:00 Wages %  11/01/2022 0.0  13.0
PL 12/20  10:00 Industrial output %  11/01/2022 07 68
PL 12/20  10:00 PPI %  11/01/2022 07 229
HU 12/20  14:00 NBH meeting % 12/01/2022 13.00
PL 12/21  10:00 Retail sales %  11/01/2022 0.3 0.7
cz 12/21  14:30 CNB meeting %  12/01/2022 7.00
HU 12/22 8:30 Current account HUF B 3Q/2022 -2630
HU 12/22  9:00 Trade balance EUR M 10/2022 *F -1009
PL 12/22  14:00 Money supply M3 %  11/01/2022 0.4 7.0
PL 12/23 10:00 Unemploy ment rate % 11/01/2022 5.1
cz 12/30  10:00 Money supply M2 % 11/01/2022 5.9
PL 12/30  15:00 Budget balance PLN M 11/01/2022 27235
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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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