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Our regional insights:

Forex markets (index)

Lop g EURCZK === EVRHUF EURPLN Hungary’s inflation falls faster; will the NBH react?
122: December inflation readings surprised generally to the downside in Central Europe,
100.4 which might point to important monetary policy implications in 2024. Hungary has
100.2 J,__- been an example of a country where inflation has been surprising to the
12;": ! ST downside for several months. December was no exception as the consumer price
2 8838 85228 index moderated from 7.9% YoY in November to 5.5% YoY in December. The core
oo o nm T inflation slowed as well from 9.1% YoY in November to 7.6% YoY in December and
LAST  PREVIOUS CHANGE (%) so the average core inflation was 18.2% YoY in 2023.
EURCZK 24.75 24.74 0.04 This time the surprise factor for us came from the food, where prices were down
:3;::’,: f:é; f:ég %%Zg by 0.2% compared to the previous month and are well below the long-term
average. The fuel prices dropped by 5% MoM, which was also slightly more than
Gov. bonds 10Y (bps change) we expected. Finally, gas prices decreased by 2.8% MoM as households used less
s00 —_—CZ ===-HU PL gas. It is interesting that since the gas prices increased by 221% in August 2022,
200 , they decreased almost every month. It means that the households are using less
300 I,’ gas and now the gas price is only 40% higher than it was before the gas price hike.
200 / Meanwhile, market services price went up by 0.3% MoM, which was above the
10.0 ,'I average of long-term price increase, and it suggests that some inflationary pressure
00 - s ‘;T;T; 2y o still exists.
9 8 39 3 3 3 3 33 So, the main question is the how strong the re-pricing was at the beginning of this
year. The prices went up substantially in January 2023, so the base is still high and
I ;/;5711 PR;‘;‘ZUS CHANZGZMS) taking in account the suffering domestic demand we think that price hikes might
HUGB 10Y 5.92 5.62 5.4 be softer in 2024. We expect that inflation might moderate below 5% YoY in
PLGBI0Y >2 >19 04 January and there is a chance that headline inflation figure may temporarily slip
Equity indices (index) below 4% YoY during the spring.
ey Bux wie Although we are quite optimistic in short-term, we are more pessimistic in
100.50 B medium-term. The main reasons are the geopolitical conflicts, increasing
10000 = \\\ transportation costs, the high wage increase and the strengthening domestic
Z:ZZ — consumption. We expect that some inflationary pressure may return in the second
98.50 half of the year, which may push back headline inflation above 5% YoY till the end
98.00 of the year, but it will highly depend on the harvest of this year as well.
§ § § § § § § § % § The low read of inflation rises the question that the NBH may accelerate its rate
cutting cycle. If we look on the development of core inflation and the possible
LAST  PREVIOUS CHANGE (%) external risks, it requires rather cautiousness approach from NBH and a
;ﬁx 2259‘: 1_:;59‘38 gﬁ continuation of 75bps rate cuts in the coming months. But the risk is definitely that
WIG 74950 74950 0.00 the NBH may accelerate the pace of rate cuts now and stop earlier the easing cycle,

which would be a new approach from the central bank (compared to the previous
months statements). Of course, ECB and FED communications and decisions will be
crucial in the NBH decision making, but we expect still a 75bps cut for January
(30t).



Interest-rate Swap Curves

Wednesday, 17 January 2024
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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). Source for all market data: Bloomberg
Calendar
. . . Forecast Actual Consensus Previous
Country Date Time Indicator Period
m/m yly m/m yly m/im yly mim yly
Ccz 01/17  9:00 PPI % 12/01/2023 -0.5 1.4 -0.2 1.6 -0.4 0.8
PL 01/19  10:00 PPI % 12/01/2023 -0.6 -5.8 -0.8 -4.7
PL 01/22  10:00 Industrial output % 12/01/2023 0.2 -0.7
PL 01/22  10:00 Wages % 12/01/2023 1.7 11.8
PL 01/22  10:00 Retail sales % 12/01/2023 -2.8 -0.3
PL 01/24  10:00 Unemploy ment rate % 12/01/2023 5.0
cz 01/24  12:00 CZ bond auction 2017-2027, 0.25% CZK B 01/01/2024 4
Ccz 01/24  12:00 CZ bond auction 2022-2035, 2.50% CZK B 01/01/2024 3
PL 01/24  14:00 Money supply M3 % 12/01/2023 -0.1 7.6
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This non-exhaustive information is based on short-term forecasts for expected developments on the financ

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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