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Macro, FX & Rates: Czech inflation surprisingly higher 

Today in early trading, initial reaction to US presidential elections was mildly 

negative but after Trump’s speech the situation calmed and the zloty which saw 

the largest losses regained some ground. 

Regarding Czech inflation figures for October, it came out higher than expected 

at 0.8% Y/Y and 0.3% M/M. In month-on-month terms, price increase was driven 

by seasonally higher prices of clothes and footwear and higher oil prices. The 

latter also contributed to acceleration of year-on-year inflation. 

Equities: CPS results positive 

(PL) CPS: Company reported its 3Q16 figures today morning. In general results 

fully matched our estimated on both EBIT and Net Income and were slightly better 

compared to consensus figures. /POSITIVE. We would expect positive market 

reaction, nevertheless result of US elections may put markets under short term 

pressure. We confirm our HOLD recommendation with target price at PLN 

25.3/shr. On top of that, Company adjusted its dividend policy seeking to pay 

dividend based on its progress towards its target of reducing net debt to EBITDA 

below 1.75x with the first threshold for net debt to EBITDA between 2.5 – 3.2x 

(this would imply total payment between PLN 200 – 400mn). Statement linked to 

Company`s dividend policy stems fully in line with our estimates. We assume CPS`s 

leverage to peak at 3.2x in 2016 and gradual decline to 2.8x in 2017 and further 

down since than to CPS`s long term target at 1.75x until 2020. We expect PLN 

200mn to be paid in 2017 that equals DPS at 0.31; 1.3% yield and 28% pay-out. 

(PL) PGE: Company confirmed its 3Q16 net profit at PLN 656mn (-36% y/y) and 

EBITDA of PLN 1.643bn (-18% y/y), in-line with a preliminary release from Oct-25; 

PGE said EBITDA decline in conventional generation and renewable energy 

segments and stability in supply and distribution segments in 2017; / NEUTRAL; 

An 18% y/y decline in 3Q EBITDA earnings was 70% traceable to the core segment 

of generation. The total PLN 360mn decline was said to include PLN 144mn from 

lower results on electricity, PLN 113mn on increased C02 costs and PLN 128mn in 

a change in capitalized costs, offset by PLN 106mn in lower fuels costs; 

Weekly Preview: NBP will keep its policy course 

(PL) The National Bank of Poland will not want to change its fairly conservative 

policy this time either. Inflation is slowly returning to zero at last, and is likely to 

reach positive territory early next year. The NBP can also be satisfied with the 

very swift (nominal as well as real) wage growth, which certainly does not favor 

any further monetary easing. 
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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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PLN 3Q/2016

1000 591

PL 14:00 NBP meeting % 11/01/2016 1.5

HU 9:00 Trade balance EUR M 09/2016 *P 1000

CZ 9:00 CPI % 10/01/2016 0.2 0.50.7 0.2 0.7 -0.2

PL 0:00 Earnings PGNiG PLN 3Q/2016

PL 0:00 Earnings Tauron Polska 

PL 0:00 Earnings Energa PLN 3Q/2016

HU 0:00 Earnings Magy ar Telekom HUF 3Q/2016
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ALL OUR REPORTS ARE AVAILABLE ON WWW.KBC.BE/DEALINGROOM 
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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