-

- Central

Europe
Friday

Forex markets (index)

Written by CSOB Prague and K&H Budapest

EURCZK = == EURHUF EURPLN
100.4
100.3
-
100.2 Y S S
L d
-
100.1 “.
/”’
100.0
99.9
wn o ~ 0 ()] o - o~ (] <
2233 2 888838
o m o o m m o ™M m o
LAST PREVIOUS CHANGE (%)
EURCZK 25.42 25.42 0.00
EURHUF 311.3 3113 0.00
EURPLN 4.229 4.229 0.00
Gov. bonds 10 Y (bpschange)
—CZ === HU PL
8.0
6.0
40 L
2 /
0.0 = W
-~
2.0 SN
40
wn w ~ 00 ()} o — o~ o <
g ¢332 884888
o o m o o m m o o m
LAST PREVIOUS CHANGE (bps)
CZGB 10Y 1.931 1.931 0.0
HUGB 10Y 2.57 2.57 0.0
PLGB 10Y 3.32 3.32 0.0
Equity indices (index)
PX === BUX wiG
101.00
100.00 < o
N\
\
99.00 \\
98.00 \\
' M T
97.00 hid
96.00
wn o ~ o0 a o - o~ o <
— — — — = o o o o o
E O
LAST PREVIOUS CHANGE (%)
PX 1120.8 1120.8 0.00
BUX 37954 37954 0.00
WIG 59960 59960 0.00

Friday, 23 March 2018

Regional insights

Hungary’s current account continues to narrow

The Hungarian central bank released final balance-of-payments statistics, which
showed that Hungary’s current account surplus narrowed more than expected
from EURG6.9bn (6.1% of GDP) in 2016 to EUR3.6bn (3.2% of GDP) in 2017. Both
the trade balance and income balance deteriorated and this trend might continue
in 2018 as well. The financing capability of the country also fell substantially. It
means that the appreciation pressure on the HUF is moderating. As the NBH still
support relatively weak HUF it means that they don’t have to keep on as loose
monetary policy as in previous years.

Looking ahead in Hungary, the NBH meeting scheduled for next Tuesday will be in
focus. The National Bank of Hungary may keep rate setting meeting next Tuesday
and we expect no change of key monetary policy rates. More interesting that what
will be the stance of the statement and what will be the new targeted average
liquidity crowed-out for the second quarter.

The latest macro figures suggest that the NBH’s tone might be quite neutral. On the
one hand inflation moderated to 1.9% YoY in February, which was slightly below
the expectations, but it was driven mainly by base effect and it might be the
deepest read of CPIl in 2018. On the other hand the wage dynamic showed 13.8%
YoY increase in January which was above the expectation. The fast increase was
driven by the rise of minimum wage, the lack of labor force in some sectors (like
telecommunication or manufacturing) and the wage development in the budgetary
sector (the government increases the salaries before the election). We saw higher
wage dynamic for the physical workers.

The international environment is also calling for more cautious monetary policy.
The FED continued its tightening. Trump’s decisions of introduction some tariffs on
import unfavorable for Hungary, as the growth highly depends on the export and
so a trade war may deteriorate Hungary’s economic outlook.

Last but not least, we also expect the NBH to keep HUF liquidity unchanged on
the market in the following weeks, which might be followed by some liquidity
withdraw especially from 3Q18, which may result some modest increase of
interbank interest rates.

David Németh, K&H
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Interest-rate Swap Curves
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HU 8:30 Current account HUF B 4Q/2017 197 885 806
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