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CZGB 10Y 0.443 0.452
HUGB 10Y 3.02 3.01
PLGB 10Y 3.06 3.04

Equity indices (index)
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Macro, FX & Rates: Moody’s upgrades Hungary’s rating

Moody’s upgraded the Hungarian sovereign rating thus Hungarian government
bonds got classified for investment provided category at the three main credit

rating agency. The HUF continued its Thursday’s bullish run on Friday, supported
by credit upgrade news. EUR/HUF quotes sank below 306 but jumped back above
this level by market close. The pair hovers around 306.4 in morning hours.

Hungarian and Czech retail sales posted again very strong gains in September.
Retail sales in both countries grew by around 5% y/y, which is clear evidence that
growth has been still highly supported by strong private consumption. Hence,
both the NBH and the CNB could be satisfied that domestic demand has remained
strong, so it would support inflationary forces in respective economies.

Equities: PKO results in line with estimates

(PL) PKO reported its 3Q16 figures, which were in line with market consensus. Net
interest income grew 8.4% y/y to PLN 1.97bn, 0.6 In our view the results looks
broadly line with market consensus with both income and cost side in line with
estimates. We can imagine neutral market reaction today.

Preview: Hungarian and Czech industries in good shape
The Hungarian consumer price index is expected to accelerate further in October.
The main reason is the tax increase levied on the fuel from October and also the
gradually increasing domestic consumption. We expect annual headline at 1%
Y/Y for October and further increase to 1.5% Y/Y till December, so the average
inflation is expected to be 0.4% Y/Y in 2016.

The Hungarian industrial production had quite week period during the last
months, but the new orders increase suggests that it may rebound in the autumn.
But on the other hand the base is also quite high as there was a fast acceleration
of industrial production in last year as well. So we expect around 4% Y/Y increase
for September.

We expect the positive trend in the Czech industry, primarily associated with
expanding passenger car production, to persist in September. After all, this was
already suggested by interim reports from carmakers as well as the previous
development of orders. Regarding other sectors, very solid figures can be
anticipated from the electrical industry, chemistry, manufacture of metal
products, and engineering. By contrast, mining and quarrying probably remain
subdued. New orders should develop well again, also promising good prospects
for industry in the months to come.
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points

Country Time

Ccz 0:00
PL 0:00
Ccz 9:00
HU 9:00
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