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Headlines

Currencies % chng ECB will set the bar for regional central banks

EUR/CZK 27.02 0.0 The countdown until the next crucial ECB meeting has begun. Thursday’s ECB meeting
EUR/HUF 311.7 0.0 will be important not only for the euro area but also for central banks and
EUR/PLN 4.27 0.0 consequently markets in Central Europe.

EUR/USD 1.06 -0.2 The Czech National Bank — whose replication of the policy of the euro area’s central
EUR/CHF 1.09 0.5 bank through a quasi-fixed exchange rate is probably closest to the ECB — is likely to
FX Correlation Matrix pay the greatest attention to the ECB meeting. The ECB’s decision will be very

important for the CNB — after all, this was also confirmed by future Governor Rusnok
last week. The CNB Board will be most interested in whether and until when the ECB
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will extend the timing of the end of its quantitative easing policy. If the ECB policy
(QE) is extended beyond 2016, the CNB will have to act accordingly, i.e., it will also

© EUR/PLN

EUR/CZK 18 0.19 0.22 -0.02
EUR/PLN 032 020 -0.06 have to extend its intervention policy up to 2017. In other words, it will be clear that

the EUR/CZK spot exchange rate will not drop below the 2016 level in 27.0 either.
For the National Bank of Poland and the National Bank of Hungary it will be primarily

EUR/HUF 0.24 0.00

EUR/USD 0.12
important whether the ECB will surprise markets from the quantitative perspective. If

the ECB cuts its deposit rate by 20 or more basis points and possibly raises the

correlations of 30 min changes

over past 5 sessions
volumes of bonds it buys by EUR 20 bn a month or even more, the short-term impacts

FRA 3x6 % bps chng on the zloty, the forint and Central European markets will be clearly positive.
CzZK 0.18 -1 Nevertheless, we strongly doubt whether the rise in asset prices in Hungary and
HUF 134 0 Poland, implied by more aggressive expansion by the ECB, may immediately (i.e., until
PLN 1.62 1 the end of the year) influence the policy of the NBP and the NBH. As concerns the
EUR -0.23 0 beginning of next year, the NBH may only follow the example of the ECB if the forint
cB % bps chng sustainably strengthens by a few percent. For the NBP the composition of its
Czech Rep. 10Y 053 3 Monetary Policy Council after the great replacement of its members scheduled for
Hungary 10Y 3.36 0 early next year will be decisive.
Poland 10Y 262 3 Regarding the fresh November inflation figures released in Poland, it came out in line
Slovakia 10Y 0.69 2 with our expectations at -0.5 % Y/Y. Even though it is the best result in more than 12
months from the perspective of the central bank, inflation still remains well below the
CDS 5Y % bps chng inflation target (2.5 %). The main reason for the falling prices continues to be cheaper
Czech Rep. 51 0 oil in particular. By contrast, food prices probably grew slightly by 0.8% y/y.
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Country Time Indicator
HU 9:00 PPI
PL 10:00 GDP
cz 10:00 Money supply M2
PL 10:00 CPI

period Forecast
m/m yly
%  10/01/2015
%  3Q/2015*F
% 10/2015
%  11/2015*P 0.1 0.5

Actual Consensus Previous
m/m yly m/m yly m/m yly
-0.8 -1.3 -0.5 -1.5
0.9 35 0.9 34
8.2 7.7
0 0.5 0.1 0.4 0.1 0.7

Brussels Research (KBC)

Global Sales Force

Piet Lammens

Peter Wuyts

Joke Mertens

Mathias van der Jeugt
Dublin Research

Austin Hughes

Shawn Britton

Prague Research (CSOB)
Jan Cermak

Jan Bures

Petr Baca

Bratislava Research (CSOB)
Marek Gabris

Budapest Research
David Nemeth

+32241759 41
+3224173235
+322417 3059

Brussels
Corporate Desk
Institutional Desk

+3224175194 France
London
+353 1 664 6889 Singapore
+353 1 664 6892
+4202 61353578 Prague
+4202 6135 3574
+4202 61353570
+4212 5966 8809  Bratislava
+3613289989 Budapest

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.

+322 417 45 82
+322417 46 25
+322417 3265
+44 207 256 4848
+65533 3410

+420 2 6135 3535

+421 2 5966 8820

+36 132899 85




