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Hungary: MNB worried about global environment

At the monetary council meeting today, the Hungarian central bank [MNB] decided to hike its leading inter-
est rate by 50bp to 8.00%. We had only expected a 25bp hike and the consensus expectation was split be-
tween a 25bp and a 50bp hike. The MNB had discussed both of the latter possibilities, as well as un-
changed rates.

The statement following the decision included worries of inflation being permanently above the medium-
term target of 3% y/y, and concerns over the global sentiment, which have led to increased risk premiums
in the Hungarian markets.

By commenting on the latter, the MNB shows its willingness to provide protection for the Hungarian forint
in the current environment - something the Romanian central bank also noted at its rate meeting last week
- Flash Comment - Romania: NBR delivered another hike, 26 March. Today’s decision to bring the rate up by
S50bp will further add to the slowing of the Hungarian economy.

Even though we are not forecasting more rate hikes from Hungary, we cannot rule out that the MNB will de-
liver more hikes, especially if EUR/HUF moves significantly higher. This morning, EUR/HUF moved to almost
261 on political tensions, but the MNB’s hawkish rate decision eased the pressure on the forint and
EUR/HUF moved to almost circa 259. Rates and yields are up markedly across the curve.

MNB delivered a 50bp hike
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http://danskeanalyse.danskebank.dk/link/Romania260308/$file/Romania_260308.pdf
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