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mm EUR/HUF: 268.6 — 270 (December)

As expected the monetary council decided to lower interest rates
by another 50bp to now 6.5%. According to the council there
where discussions on three options: a 25bp cut, a 50bp cut and a
75bp cut. In the end the decision was in favor of the 50bp cut as
the market expected. The council stated that there was no inflati-
onary pressure and that even a overshooting of the 2010 budget
deficit would not endanger the inflation outlook. Declining risk
aversion is stabilizing the market and for the second half of 2010
they expect the return to positive economic growth. All together the
will of the council to continue cutting interest rates further seems
very high.We originally expected that the monetary council would
take more time in lowering interest rates and put in a pause to ob-
serve the market reaction. The cuts however are being conducted
in a fast pace and a pause currently seems rather unlikely. With
our expectation of some disappointment from leading indicators
on the established markets in the first quarter 2010 and upcoming
elections in April/May that are likely to bring uncertainties about
the 2010 budget, the speed of interest rate cuts seems very high.
Until year end 2009 we expect the positive sentiment on the stock
markets to continue. This in return will keep risk aversion low and
support the forint. We therefore keep our projection of EUR/HUF
at 270 until year end in a volatile environment (EUR/HUF 265-
280). With the expectation of disappointment from the leading
indicators on the established markets in the first quarter and the
election uncertainties we could well be in for considerably higher
volatility and weakness for the forint in Q1 2010.

Analyst:  Wolfgang Ernst

wolfgang.ernst@raiffeisenresearch.at

Exchange rate forecasts

Dec-09 Jun-10
EUR/USD 1.50 1.55
EUR/CHF 1.51 1.55
EUR/JPY 135 135
UsD/JPY 90 87
EUR/GBP 0.93 0.95
EUR/PLN 4.00 3.80
EUR/HUF 270 275
EUR/CZK 26.0 25.0
EUR/RON 4.35 4.25
EUR/HRK 7.45 7.40
EUR/RUB 42.86 42.74
USD/RUB 28.57 27.58
EUR/UAH 13.50 12.40
USD/UAH 9.00 8.00
EUR/TRY 2.22 2.25
USD/TRY 1.48 1.45

Source: Thomson Reuters. Raiffeisen RESEARCH
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mm Trading Ideas

Recently closed trades

Recommendation Entry level Close level Comments
Sell GBP/USD 1,643 1,675 Stopped Out

Buy EUR/CHF 1.5097 1.515 Closed Early

Buy EUR/JPY 131.1 133.1 Closed early

Buy EUR/USD 1.4364 1.425 Stopped Out

Sell EUR/JPY 135 131.9 Closed early

Buy EUR/USD 1.483 1.4826 Closed early

Sell EUR/PLN 4.22 43 Stopped out

Source: Thomson Reuters, Bloomberg

Note: This list contains only the strongest trading ideas for the markets that we cover. Therefore not every market
forecast that implies a buy recommendation is also listed as a trading idea! Trading ideas may also differ from
our quarterly forecasts. as the time horizon can be different. The time horizon of the trade is at least two weeks.
but not more than 3 months.
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EUR/USD: 1.490 — 1.52 (short-term)
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The direction of stock market developments should
continue fo be the strongest shortterm factor affec-
ting EUR/USD. It will do so at least until the econo-

mic data become so strong that talk of rate hikes
begins to be heard, at which point EUR/USD will
then mainly return to following the developments in
interest rate differentials. But interest rate hikes ap-
pear to be a long ways off in the distance right now
(no earlier than the summer of 2010. Even the ECB
may be a step ahead of the Fed in this regard, op-
ting to raise its rates from crisis-level lows first. This
would fuel further appreciation for EUR, which is the
main reason for our forecast of EUR/USD 1.55 in
June 2010. This week’s quite positive data would
also point to a higher EUR/USD (yesterday’s PMI
and US home sales, today’s Ifo index and US consu-
mer confidence, and tomorrow’s US new orders, for
example), as long as the stock markets keep taking
a positive stance in response (which also means that
we closed our shortterm trading idea Buy EUR/USD
too early last Friday, spooked by the setback on the
stock markets).

Analyst: Valentin Hofstétter

valentin.hofstaetter@raiffeisenresearch.at

EUR/CHF: 1.511 — 1.51 (December)
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Last week, GBP was unable to continue the apprecia-
tion trend seen since the middle of October. From a
rate of EUR/GBP 0.88 last Tuesday, the pound wea-
kened to 0.90 to the euro during the week. The lar-
gest shift in the rate was triggered by publication of

the Bank of England’s MPC Minutes last Wednesday.
Based on the minutes, it was seen that there were
differences within the Committee on the expansion of
QE measures by GBP 25 bn. Whereas one member
was outright against any expansion of the measures,
another member called for an even larger increase
of GBP 40 bn. The split voting result and the renewed
discussions about a possible reduction in the depo-
sit rate underline the current uncertainties about the
BoE’s monetary policy going forward. Nevertheless,
it appears unlikely to us that the QE measures will be
expanded again.
At the end of last week, the pound came under more
pressure in the wake of the October data on public
sector finances, which highlighted the tense situation
in the UK budget. Public sector net borrowing of GBP
11 bn was well higher than consensus and hit the
highest level for October since the beginning of re-
cords. We do not see much potential for sterling to
appreciate on the data this week, and thus expect
more depreciation versus the euro.
Analyst: Ingo Jungwirth
ingo.jungwirth@raiffeisenresearch.at

x Raiffeisen
RESEARCH

RZB Group



EUR/JPY: 132.1 — 135 (December)
USD/JPY: 88.6 — 90 (December)
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Last week, the yen moved sideways on a relatively
volatile track compared to the euro. Once again, the
main driver here was the performance on the interna-
tional stock markets (risk aversion). EUR/JPY is thus
in the middle range of the current sideways trend.
There are no clear-cut trading recommendations for
the short term, neither on the basis of the upcoming
data releases, nor on the basis of the current ex-

change rate levels. By historical standards, the yen
is currently very strong versus the US dollar. Aside
from the peak periods of the financial crisis when
USD/JPY was ranging at 87, Japan’s currency has
not been so strong against the greenback since the
middle of the 1990s. With an eye to the country’s
most pressing problem, deflation, this appreciation
is certainly not good news, and it is also a major
detriment for Japan’s export-oriented companies. In
Q3 2009, for example, the GDP deflator for dome-
stic demand was -2.6% yoy. With clear deflation on
this order of magnitude, the Bank of Japan will avoid
raising interest rates next year as growth remains mo-
dest. Some inferesting data in this regard are slated
for publication this week. In October and Novem-
ber, the dynamics of consumer price inflation should
return to positive territory in month-on-month terms.
Compared to one year ago, however, both the core
rate and the headline rate reflect declines of more
than 2%. Industrial production in October likely rose
0.6% compared to the previous month.
Over the long term, the outlook for interest rates
points to a weaker yen. Nonetheless, the risks of a
correction on the equity markets keep us from issuing
any shortterm speculative recommendation.
Analyst:  Ingo Jungwirth
ingo.jungwirth@raiffeisenresearch.at

EUR/GBP: 0.902 — 0.93 (December)
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Last week, GBP was unable to continue the apprecia-
tion trend seen since the middle of October. From a
rate of EUR/GBP 0.88 last Tuesday, the pound wea-
kened to 0.90 to the euro during the week. The lar-
gest shift in the rate was triggered by publication of

the Bank of England’s MPC Minutes last Wednesday.
Based on the minutes, it was seen that there were
differences within the Committee on the expansion of
QE measures by GBP 25 bn. Whereas one member
was outright against any expansion of the measures,
another member called for an even larger increase
of GBP 40 bn. The split voting result and the renewed
discussions about a possible reduction in the depo-
sit rate underline the current uncertainties about the
BoE’s monetary policy going forward. Nevertheless,
it appears unlikely to us that the QE measures will be
expanded again.

At the end of last week, the pound came under more
pressure in the wake of the October data on public
sector finances, which highlighted the tense situation
in the UK budget. Public sector net borrowing of GBP
11 bn was well higher than consensus and hit the
highest level for October since the beginning of re-
cords. We do not see much potential for sterling to
appreciate on the data this week, and thus expect
more depreciation versus the euro.

Analyst: Julia Neudorfer
julia.neudorfer@raiffeisenresearch.at
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EUR/PLN: 4.128 — 4.00 (December)
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Most of the economic data last week was positive. In
particular, more recovery has been seen in manufac-
turing. Industrial production dropped by 1.2% yoy
in October, with a seasonally adjusted increase of
0.6% yoy. On the labour market, the decline in em-

ployment has slowed down for now: from September
to October there was a mild increase in employment,
even though the annual growth rate is still negative at
2.4%. On the other hand, gross wages in the private
sector were disappointing, only mustering a gain of
just 2.0% in October and thus once again registe-
ring a decline in real terms. The data will not have
any effect on the NBP’s decision on Wednesday. We
presume that the NBP will leave key interest rates un-
changed. We view the economic data as thoroughly
positive. Nevertheless, there continues to be a risk
that consumption growth in the quarters ahead will
be weaker than expected. We do not believe that
the stabilisation on the labour market will prove to
be durable. Over the short term, seasonal effect will
lead to the loss of more jobs in Poland. This trend will
probably only turnaround in H1 2010. With market
conditions remaining positive, we still see the zloty
at EUR/PLN 4.00 until year-end. Setbacks to around
EUR/PLN 4.20 to 4.30 should be exploited to build

up new positions in our opinion.

Analyst: Marcin Kopaczynski
marcin.kopaczynski@raiffeisenresearch.at

EUR/CZK: 25.90 — 26.0 (December)
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The Czech koruna (CZK) lost its momentum and
weakened to 25.9 against the Euro by Tuesday mor-
ning, roughly 50 hellers below the valuation from
one week ago. The main trigger for the correction is
the increase in risk aversion towards CEE markets,
as PLN and HUF also depreciated to a similar ex-
tent. Czech credit default swaps reached a 2-month
high amidst rising fears about the fiscal situation of
Greece. In our view, market sentiment is likely to re-
main volatile for the remainder of the year in search
for a clear cut trend. Global macroeconomic data
releases were mixed so the market is lacking direc-
tion. In the absence of domestic economic data relea-
ses this week, the CZK will continue to be driven by
the global financial market sentiment. We maintain
our December target for the CZK at 26.0 against the
Euro. For 2010 we foresee a return to the koruna’s
fundamental long-term appreciation trend.

Analyst: Walter Demel
walter.demel@raiffeisenresearch.at
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EUR/RON: 4.272 — 4.35 (December)
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The first round of the presidential elections held on
Sunday brought no surprises. Traian Basescu, who

is backed by the Democratic Liberal Party (PD-L),
took 32.7% of the votes, while Mircea Geoang,
backed by the Social Democratic Party (PSD) won
30.2%. The two will go into the second round on 6
December. The head of the National Liberal Party
(PNL) won only 20.2% of the votes, coming in third
place. At the moment, both the PD-L and the PSD are
trying to gain the support of the PNL for the run-off
vote. However, it remains difficult to predict any po-
litical alliance at this moment. The leu exchange rate
showed no reaction to the results of the elections,
remaining almost flat in Monday trading. Moreover,
it seems that the current level of the exchange rate
already takes into account the impossibility of ha-
ving a new government before the second round of
presidential elections. In this case, we think that if a
coalition is formed in the next days, it might have a
positive impact on the leu.

Analyst: Martin Stelzeneder
martin.stelzeneder@raiffeisenresearch.at

EUR/HRK: 7.305 — 7.45 (December)
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EUR/HRK continued rising all of last week, in line
with our expectations. The rate started the week at
7.30 and reached 7.33 by the end of the week,

which caused the middle CNB rate to hit EUR/HRK
7.32, for first time since mid-September. Deprecia-

tion pressures on the kuna came principally from the
corporate sector, mainly as a result of a relatively
high proportion of external debt maturing in the fi-
nal quarter of this year. High liquidity still dominates
the domestic money market. Therefore, there was no
need for the CNB to undertake a reverse repo auc-
tion, for fifth week in a row. Since supply exceeded
demand throughout the entire week interest rates re-
mained at low levels, despite the beginning of the
new reserve maintenance period.

The week ahead will be marked by sustained high
liquidity in the system, low trading volumes, low in-
terest rates and, once again, the lack of a reverse
repo auction. On the domestic FX market, we do not
expect to see drastic changes, but rather a continu-
ation of the mild rise in the EUR/HRK rate. Hence,
the rate could hover in a range between 7.32 and
7.35. Taking a monthly view, we confirm our previ-
ous projection as depreciation pressures on the kuna
should prevail.

Analyst: Martin Stelzeneder
martin.stelzeneder@raiffeisenresearch.at
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EUR/RUB: 43.02 — 42.86 (December)
USD/RUB: 28.85 — 28.57 (December)
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As we predicted, the rouble appreciation paused and
the currency pulled back away from 35.10 against
the dual currency basket, due to strong resistance
and verbal intervention by the central bank, which
triggered some mild profittaking. More specifically,

in his comments the central bank’s first deputy vice-
chairman warned the market against rapid rouble
gains and cited any levels beyond 35.00 against
the basket as uncomfortable for the regulator. This
statement confirmed our earlier predictions that the
central bank might step up anti-rouble intervention
efforts closer to the 35.00 tag.

Meanwhile, we assume that the rouble drive also
eased as more market players are already pricing in
the possibility of a rate cut. We reiterate our position
expecting another 50bp rate cut by the end of 2009.
Yet, the rate cut alone is unlikely to ignite a new rou-
ble rally. So most likely the rouble will hold within the
current boundaries.

We see the rouble in the present range of 35.10-
35.30 against the basket next week, and for more
rouble appreciation to materialise we would need to
see USD falling behind 1.5 against EUR. Needless
to say, a weaker dollar and the resulting higher oil
prices remain the major driver behind the rouble ap-
preciation today.

Analyst: Gintaras Shlizhyus
gintaras.shlizhyus@raiffeisenresearch.at

EUR/UAH: 12.040 — 13.50 (December)
USD/UAH: 8.080 — 9.00 (December)
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UAH traded practically unchanged on the previous
week, ranging at USD/UAH 8.10, and slightly stron-
ger at EUR/UAH 12.11 to the euro. As a result, the
currency is still decoupled from the increasing (ex-
ternal) risk perception of Ukraine. Rumours about
a possible default on foreign debts due to poten-
tial exercise of government guarantees on a credit
to the Ukrainian railways spooked the international
markets. According to our information, however, the
government-guaranteed credit from Deutsche Bank is

not currently in default and nor is there any justifica-
tion in the current situation to exercise the guarantee
(see our note on this subject from Monday).

We see the improved current account figures as
being behind the stability of the currency. For in-
stance, the deficit on the balance of payments (cur-
rent account balance plus capital balance) sank by
almost one-half in October, falling to around USD
-700 mn. The current account balance was modestly
positive in October (as in September) at USD 90mn,
whereas (with the exception of capital outflows from
cash exchange) the capital balance was practically
balanced. Cash exchange, however, also showed a
positive trend, and outflows of USD -650mn were
down 25% compared to September. Another sup-
portive factor was direct investment in the amount of
USD 700 mn.

Furthermore, an agreement between Prime Minister
Julia Tymoshenko and her Russian counterpart Vla-
dimir Putin on gas delivery amounts and conditions
means that another gas crisis this winter is looking
less and less likely.

On the other hand, the precarious situation in pu-
blic finances continues to be a problem, including
the current suspension of disbursal of the fourth IMF
tranche of USD 2.5 bn.

Analyst: Andreas Schwabe
andreas.schwabe@raiffeisenresearch.at
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