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Macro, FX & Rates: Polish zloty strengthened

(PL) Both the zloty and government bonds regained some ground recently as US
government bonds stabilized. Still, 10-year government bond vyield is seen by
approximately 50 basis points higher than in the beginning of November. Although
markets will pay some attention to Polish figures released this week (e.g. inflation for
November), US eco data will likely be more important. If US government bonds
remain stable (or even consolidate), Polish bonds may extend their gains in days
ahead (10Y yield has already fallen by about 15 bps over past four days).

Equities: Polish utilities gained on Friday

(PL) UTILS: Polish utilities gained on Friday leading by PGE +3.0% followed by ENG
+2.8% or TPE +2.2% after Energy Minister Tchorzewski told internet radio Wnet that
Poland won't enforce any more capital involvement in troubled coal mines from the
energy sector. Coal mines, in turn, are expected to start generating profits as of 2018,
he added. The capital invested so far was significant, but not overburdening for the
energy firms, Tchorzewski claimed. / POSITIVE statement, although with just hardly
quantifiable impact. Note, state-controlled WSE-listed power utilities PGE and Energa
as well as the power unit of gas firm PGNIG put in PLN 500mn each in rescue capital in
the coal group PGG, crafted out of select assets of the defunct Kompania Weglowa in
May 2016. Another power utility Enea is to inject PLN 350mn in another troubled
Silesian coal group, KHW. State coal exporter Weglokoks is to contribute PLN 150mn
and state investment firm TF Silesia - PLN 200mn. Therefore, the risk of further
investments needed into the ailing coal mining sector has been still present in the
market... although soaring coal prices have somewhat eased such a threat during last
couple of months. /

(PL) ENG/ENA: Power utilities Energa and Enea will sign an agreement on a joint
investment in building a new power unit at Energa's Ostroleka power plant in the
coming days, Energy Minister Tchorzewski told internet radio Wnet last Friday; /
POSITIVE for ENG, however NEGATIVE for ENA as Ostroleka C power plant investment
has been fully priced-in ENG shares but not in ENA shares; Note, ENG share price
decline from PLN 25 in the beginning of 2015 to almost PLN 7 currently discounts
potential large value destruction, in our view. Note, we have said (Strategy Update
Comment from NOV-17) that we do not expect any dividends from ENG until 2023
which is the end of Ostroleka C power plant investment cycle, nevertheless, JV with
Enea could potentially release some net debt capacity and allow for some dividends in
case of ENG; /

(PL) GTC: posted an attributable net profit of EUR 71.4mn in 3Q16, above consensus
expectations for EUR 66.3mn profit, as the result was helped by both revaluations and
a strongly negative effective tax rate; / SLGHT POSITIVE; Note, The group recorded a
EUR 46.9mn gain on tax, versus a marginal payment in the year prior period. As a
result of mergers within the group, "temporary deferred tax differences related to
interest and exchange rates on Euro denominated loans granted by GTC S.A. to GTC RH
B.V. were derecognized as tax income in the amount of EUR 48 million," the company
said; /
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points
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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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