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Headlines

Forint hits 16-month high

On Thursday, the zloty and the forint drew further support from Fed’s decision to
keep interest rates unchanged. The forint strengthened sharply, hitting a sixteen-
month high against the euro. Two recent positive news - last week’s S&P
surprising decision to improve the Hungarian rating and the stable US rates —
obviously made some investors so far betting on forint’s decline change their
mind.

Regardless recent gains, the room for further significant appreciation of the forint
and the zloty in the weeks ahead appears limited. Minutes from the last meeting
of the National Bank of Poland (released yesterday) mention running debate
about a possible rate cut. According to the minutes, “certain Council members
suggested that the interest rate cut could be justified already in the following few
quarters”. For the time being, the call for a rate cut has been weak (identical
quote could be found in the previous minutes, too) and we therefore keep our
outlook (for stable rates) unchanged. On the other hand, comments like this can
put a cap on zloty’s exchange rate. Technically, the next support levels have been
seen at EUR/PLN 4.26 and 4.23 (2016 high).

A similar scenario holds also for Hungary; further gains of the forint would likely
spur central bankers to consider additional rate cuts (which are, in fact, to some
extent already anticipated).
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Country Time
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