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MONETARY POLICY

CZECH REPUBLIC & SLOVAKIA

Czech National Bank seen raising rates 25 bps on February 7

PRAGUE. FEBRUARY 1 INTERFAX CENTRAL EUROPE – The Czech National Bank (CNB) is expected to raise key interest rates by 25 basis points (bps) to 3.75% at its policy-setting meeting next week, in an effort to tame soaring consumer price inflation (CPI), expected to reach a nine-year high in January of 6.2%, analysts said Friday.

"In our opinion and according to market consensus, the CNB will hike its key rate by 25 bps to 3.75% (the money market is also fully pricing in this hike)," Komercni banka analysts Anne Bluher and Jan Vejmelek said in a report issued ahead of the CNB meeting on Thursday (February 7). "The reasons for this move are based in the domestic economy: high inflation and its acceleration beyond 6.0% year-on-year (y/y)."

CPI inflation data is due to be released on Friday (February 8) and the market sees it accelerating to a nine-year high of 6.2% in January from 5.4% y/y in December, Komercni banka said.

"We expect a significantly higher outcome of 6.8% y/y (2.3% m/m)," Bluher and Vejmelek said, citing rising food and energy costs. "The big spread in the survey (min 5.7% and max 6.9% y/y) is due to fairly high uncertainty on many items and on the VAT change effect [raising to 9% from 5% the lower category]."

The strength of the Czech crown – among the three best performing emerging-market currencies against the euro in January – has helped cool inflationary pressure.

"Although the decision will not be easy, the threat of rising inflation expectation should outweigh the strong crown and risks stemming from the global economy," Raiffeisen analysts Michal Brozka and Walter Demel said.

Slovak National Bank leaves key interest rate unchanged at 4.25%, in line with expectations

PRAGUE. JANUARY 29. INTERFAX CENTRAL EUROPE – The National Bank of Slovakia (NBS) kept its key interest rate of 4.25% unchanged Tuesday in line with market expectations.

"The Slovak National Bank decided to leave rates unchanged," NBS spokeswoman Jana Kovacova told journalists during a teleconference. 

The sterilization rate is at 2.25%, the refinancing rate at 5.75% and the key short-term repo rate remains at 4.25%, Kovacova said.

"The market generally expects that the central bank will not change the rates," Slovenska sporitelna analyst Michal Musak said earlier Tuesday morning.

The NBS holds its next rate-setting meeting on February 26. 

POLAND

Polish Central Bank chief asks Cabinet to set euro adoption date

WARSAW. FEBRUARY 1. INTERFAX CENTRAL EUROPE – The Polish government should adopt a firm date for the adoption of the euro, said Slawomir Skrzypek, the president of the National Bank of Poland (NBP).

"I agree that this decision should be clear for all market participants," Skrzypek told a press conference Friday. "The authority, which is the government, should provide a clear date of euro adoption so that it is clear for everybody."

In line with Poland's EU accession treaty, the country is obliged to adopt the euro provided it meets fiscal and monetary criteria, although no deadlines were set. With the government deficit for the first time falling below 3% of GDP in 2007, according to preliminary Finance Ministry data, the country would theoretically be able to enter ERM-II, a two-year waiting pen aimed to stabilize exchange rate, provided the political will is present.

The current government, led by the pro-business Civic Platform (PO), repeatedly said euro adoption could happen around 2013, but has refused to officially set any dates. The previous conservative administration led by the Law and Justice (PiS) party, whose leaders nominated Skrzypek to the Central Bank, refused to provide any specific dates for the adoption of the euro.

Skrzypek said Poland could enter ERM-II after the government sets the expected euro adoption date.

"ERM-II is a very dangerous moment for any currency," Skrzypek said. "Entry to ERM-II should take place when we know about the scheduled adoption date. The entry should take place when there's stabilization. This is especially true in the case of countries where growing economic fundamentals in a natural way stimulate the appreciation of the local currency."

The Polish zloty has for the past five years been in a strong appreciating trend versus the euro and the U.S. dollar. In 2003, the currency stood at nearly PLN 4.1 against the USD, with the current exchange rate at around PLN 2.6. In the case of the euro, the Polish currency was the weakest in early 2004 at PLN 4.9 against the euro, while the current exchange rate is around PLN 3.6 to the euro.

Polish headline inflation seen at 4% y/y in January – Finance Ministry. 

WARSAW. FEBRUARY 1. INTERFAX CENTRAL EUROPE – Polish inflation is expected to stand at 4% year-on-year (y/y) for January, thus remaining for the fourth consecutive month above the Monetary Policy Council (MPC)'s target of 2.5%, according to estimates by the Finance Ministry, out Friday.

"The Finance Ministry estimates that the consumer price index in January 2008 (where the prior month level is 100) measured 100.4," the ministerial release reads. "This implies that the annual pace of growth in retail prices in that month could come in at 104.0."

Polish inflation moved above the MPC's plus/minus one percentage point target in November, when the consumer price index (CPI) came in at 3.6%. 

Looking ahead to 2008, Polish rate-setters said after their monthly rate-sitting meeting last Wednesday that inflationary pressures could rise further on still increasing wages, particularly in the public sector, and continued global prices increase for food and energy.

The MPC also pointed to "the expected increased growth of regulated prices" and "a procyclical impact of fiscal policy" as other inflation building factors.

The market currently expects rate setters to continue monetary policy tightening with another quarter percentage point hike to 5.5% in the key reference rate most likely in March. However, this scenario could change further in the year due to an expected deceleration in the country's economy and increasing interest-rate disparity, according to some economists.

Polish Central Bank operating effectively despite resignation of two deputy presidents

WARSAW. JANUARY 31. INTERFAX CENTRAL EUROPE – The National Bank of Poland (NBP) is operating effectively despite two recent resignations by deputy presidents, NBP President Slawomir Skrzypek said Thursday.

"The situation in the National Bank of Poland is stable," Skrzypek told the Parliamentary Finance Committee. "In spite of staff changes, the Management of the National Bank of Poland is acting effectively."

The parliamentary hearing was convened Thursday in response to the resignations by deputy president Krzysztof Rybinski at the beginning of January and that of first deputy president Jerzy Skrzypek last week in protest over Skrzypek's policies.

In his resignation letter, Pruski accused the NBP president of persistent marginalization of his "importance and role" and of destroying the "personal independence" of the bank's directorship. Pruski argued that decisions undertaken under the leadership of Skrzypek were contradictory to the Central Bank's interests. As examples he named the restriction of capabilities to communicate with the media, the "drastically limiting" of the competencies of deputy presidents and the publishing of economic projections that underestimated inflation developments in the country.

At his hearing, Skrzypek referred chiefly to the accusations regarding inflation.

"The credibility of inflation projections by the National Bank of Poland is of great importance," Skrzypek said. "Undermining it publicly could have a great impact on financial markets."

Skrzypek also said that one candidate deputy president will be presented next Tuesday at the latest.

"At the beginning of next week, [the name of a candidate] will be unveiled publicly," Skrzypek said. "This is a person linked to the banking sector for 15 years."

Poland's MPC sees economy decelerating in 2008 as domestic demand slows

WARSAW. JANUARY 30. INTERFAX CENTRAL EUROPE – Poland's unexpectedly-low rise in domestic demand, as seen in  preliminary data published Wednesday by the Polish statistical office, is a confirmation of expectations that the country's economy will slow in 2008, National Bank of Poland (NBP) President Slawomir Szypek told a press conference following the Monetary Policy Council's (MPC) two-day rate-setting meeting.

"It [the domestic demand] was lower than expected [...] which confirms that in the year 2008 we will see the economy still growing but at a lower rate than in 2007," Skrzypek said.

According to the preliminary statistical office data, domestic demand increased at an annual rate of 7.3% in 2007 with gross domestic product rising 6.5%. In 2006 domestic demand rose 7.3% and GDP growth stood at 6.2%.

In its release after the sitting, the MPC pointed to the risk posed by a projected worldwide economic slowdown and recent turmoil on financial markets but did not assess their potential negative impact.

"Since the last meeting of the Council the risk of a substantial slowdown in the world economy increased, though it is currently difficult to assess this risk or its impact on economic growth in Poland," the release reads. "An additional factor increasing the uncertainty as to the prospects of the global and consequently Polish economy growth is the increased volatility in the financial markets that has been observed over the recent period."

The MPC decided Wednesday to hike its key policy rate by a quarter percentage point to 5.25% as it said there was a risk medium-term inflation would run above the central bank's target of 2.5% on the back of still-rising wages and prices for food and energy.

Polish rate setters also pointed to "the expected increased growth of regulated prices" and "a procyclical impact of fiscal policy" as other inflation building factors.

The market broadly expects another 25 basis points (bp) hike in March.

Poland's MPC raises rates as mid-term inflation seen likely above 2.5% target

WARSAW. JANUARY 30. INTERFAX CENTRAL EUROPE – Poland's Monetary Policy Council (MPC) decided Wednesday to hike its key interest rate by a quarter percentage point to 5.25% as it considered the probability of medium-term inflation running above the central bank's target of 2.5% to be higher than that it will be below the target, the MPC said in a release after its two-day sitting.

"The Council assessed the probability of inflation overshooting the inflation target in the medium term to be higher than the probability of inflation running below the target and decided to raise the NBP's [National Bank of Poland's] interest rates," the release reads.

Polish inflation rose at an annual rate of 4% in December, largely in line with expectations, and thus remains above the central bank's target of 2.5% plus or minus one percentage point for the second straight month, largely on the back of "strong annual growth in food and fuel prices," according to the MPC.

Poland's rate setters said that inflationary pressures could rise further in the year on still increasing wages, particularly in the public finance sector, and the continued global increase in prices for food and energy.

The MPC also pointed to "the expected increased growth of regulated prices" and "a procyclical impact of fiscal policy" as other inflation building factors.

At present, the market broadly expects the MPC to continue policy tightening in the first quarter of the year with a similar quarter percentage point hike most likely in March. However, this scenario could change further in the year due to an expected deceleration in the country's economy and increasing interest-rate disparity.

"Looking into Q2/Q3 the NBP is likely to pause in the tightening cycle and will most likely remain on hold in the second half of the year," Lars Christensen, senior analyst for Danske Bank, wrote in a comment to the MPC's rate decision.

"First, it is likely that Polish growth – especially domestic demand – is likely to slow down somewhat during the first half of the year." he continued. "Secondly, with the Federal Reserve cutting interest rates aggressively and the ECB likely to also starting cutting interest rates later in the year, the need for further monetary tightening in Poland will be reduced."

A slowdown in domestic demand has become visible. According to preliminary data by the Polish statistics office, out earlier on Wednesday, the country's gross domestic product (GDP) expanded to a 10-year high of 6.5% year-on-year (y/y) but domestic demand surprised on the downside with 7.3% y/y growth.

"The real puzzle came from consumption (especially private consumption), which grew much less than expected [...]," Mateusz Szczurek, chief economist for ING Banking, wrote in a comment to the GDP release. "If durable (and if confirmed by the final figures by the end of February), this shift could prove dangerous for 2008 growth."

In addition to the projected economic slowdown, the MPC said in the Wednesday release that mid-term inflation could be curbed by the still-encouraging results of enterprises, high investment outlays, external competition related to the effects of the globalization process as well as the relative stability of the zloty's exchange rate.

"Nevertheless, the Council assessed that the impact of those factors may prove insufficient to keep inflation at the target over the monetary policy transmission horizon," the MPC said in the release. 

Poland's MPC raises key rate 25 percentage points to 5.25% - official documentation

WARSAW. JANUARY 30. INTERFAX CENTRAL EUROPE – The Polish central bank's Monetary Policy Council (MPC) Wednesday raised the country's official interest rates by 0.25 percentage points, bringing the key reference rate up to 5.25%, in line with expectations.

The following is the official, unedited National Bank of Poland's English-language translation of the decision of the Monetary Policy Council, published Wednesday.

INFORMATION FROM THE MEETING OF THE MONETARY POLICY COUNCIL

held on 29-30 January 2008

The Council decided to increase the NBP interest rates by 0.25 percentage point to the level:

- reference rate 5.25% on an annual basis;

- lombard rate 6.75% on an annual basis;

- deposit rate 3.75% on an annual basis;

- rediscount rate 5.50% on an annual basis.

===================================================================

The Polish economy is still in the period of strong growth encompassing all its sectors. Macroeconomic data released since the last meeting of the Council indicate that economic growth in 2007 Q4 was higher than expected in the October projection and close to that observed in 2007 Q3. It may, however, be expected that GDP growth in 2008 will be lower than in 2007. Since the last meeting of the Council the risk of a substantial slowdown in the world economy increased, though it is currently difficult to assess this risk or its impact on economic growth in Poland. An additional factor increasing the uncertainty as to the prospects of the global and consequently Polish economy growth is the increased volatility in the financial markets that has been observed over the recent period.

In December, in line with expectations, the annual growth of consumer prices in Poland reached 4.0% thus remaining above the NBP's inflation target of 2.5% and also above the upper limit for deviations from the target set at 3.5%. As in many other countries, increased inflation has been largely sustained by strong annual growth in food and fuel prices. In the Council's assessment, in the near future inflation will remain above the upper limit for deviations from the inflation target, which may also, to a large extent, be the result of the expected increased growth of regulated prices.

In the Council's assessment, in the coming quarters economic growth will most probably continue to exceed the growth of potential GDP. The information on labour market developments in December 2007 points to a decline in the strong wage growth and an improvement in unfavourable relation between wage and labour productivity growth. However, a further build-up in wage pressure, particularly in the public finance sector and, consequently, inflationary pressure is quite probable. The risk of continuing high inflation is also raised by the food price growth observed in the world economy and affecting the Polish market and also by prices of oil being higher than assumed in the October projection. Moreover, in line with the 2008 Budget Act passed by the Parliament, a procyclical impact of fiscal policy on the economy can be expected this year.

In the mid-term inflation may be curbed by the continuing very good financial results of enterprises and high investment growth conducive to productivity growth. Inflation may also be constrained by globalisation and the ensuing increased competition in the market of internationally traded goods and services as well as to the relative stability of the zloty exchange rate. The inflationary pressure may also be reduced by a slowdown of the global economy. Nevertheless, the Council assessed that the impact of those factors may prove insufficient to keep inflation at the target over the monetary policy transmission horizon. Considering the above factors and the risk of second-round effects of the increase in current inflation, the Council assessed the probability of inflation overshooting the inflation target in the medium term to be higher than the probability of inflation running below the target and decided to raise the NBP's interest rates. The Council will strive to bring inflation down to the level consistent with the inflation target in the medium term.

The Council will be closely monitoring the growth and structure of domestic demand, including the degree of the expansionary fiscal policy stance, the relation between wage and labour productivity growth in the enterprise sector and wage growth in the public finance sector, zloty exchange rate, developments of the current account balance and the impact of globalisation on the economy and on food prices. The Council will also analyse the direct and indirect implications of turbulences in international financial markets for the Polish economy.

Poland's MPC raises key interest rate quarter percentage point to 5.25%, as broadly expected

WARSAW. JANUARY 30. INTERFAX CENTRAL EUROPE – Poland's Monetary Policy Council (MPC) has decided to hike its key reference interest rate by a quarter percentage point to 5.25%, in line with market expectations, the MPC said in a communiqué following its two-day sitting.

"The Council decided to raise the National Bank of Poland's interest rates by 0.25 percentage point," the communiqué posted on the NBP's website reads.

At present, the market broadly expects rate setters to continue monetary policy tightening with another 25 basis point hike in March.

"We still expect rates to be increased to 5.50% in Q1'08 and the next rate hike will take place in March," Ryszard Petru, chief economist for Bank BPH, wrote in a comment. 

Petru expects the policy tightening will eventually contribute to a further strengthening of the Polish zloty as a result of the deepening spread between Polish interest rates and those of the European Central Bank.

"In our view risk of the recession in the U.S. as well as deep rate cuts by the Fed [will lead the market to expect a] rate reduction in the euro-zone," Petru wrote. "And this will at the end [increase] the spread between expected Polish and European rates, supporting [a] zloty appreciation trend."

Following Wednesday's decision, the lombard rate stands at 6.75%, the deposit rate at 3.75% and the rediscount rate at 5.50%.

BANKING

CZECH REPUBLIC & SLOVAKIA

Polish BRE Bank's mBank wins over 45,000 Czech, Slovak customers in two months since launch

WARSAW. JANUARY 31. INTERFAX CENTRAL EUROPE - German Commerzbank's Polish unit BRE Bank attracted more than 45,000 customers in the Czech Republic and Slovakia in the two months since the launch of its internet bank mBank, the company said in a statement Thursday.

"In November 26, 2007 [BRE bank internet bank] mBank launched its services in the Czech Republic and Slovakia," the release reads. "At present it services over 45,000 clients in both countries. The clients opened over 65,000 accounts and the value of deposits exceeded PLN 250 mln."

BRE Bank aims to attract more than 250,000 customers in the Czech Republic and Slovakia by the end of 2010, the company said in an earlier statement. The bank expects to reach the level of EUR 1.2 bln in loans and EUR 300 mln in deposits in the Czech Republic and Slovakia by end-2010.

At present, BRE's mBank has also opened a financial center in London. 

BRE expects to invest EUR 29 mln in the development of its retail banking operations in the two countries and expects the project to break even by the end of 2012.

The bank will open 12 finance centers in the Czech Republic and 18 mKiosk outlets in shopping malls there, as well as six centers and eight mKiosks in Slovakia. mBank has 15 centers and 60 mKiosks in Poland, where most of its operations are based online.

BRE's mBank also plans further expansion in other European Union countries, BRE Bank's CEO Slawomir Lachowski said at a press conference Wednesday. mBank's services will be offered in three new EU countries by end-2008, including England and possibly Ireland, Germany or Hungary. The cost of expanding onto new markets will be comparable to the investment in launching mBank's services in Slovakia and the Czech Republic, Lachowski said.

Czech banks may tighten mortgage lending, but market little affected by U.S. crisis - analysts

PRAGUE. JANUARY 31. INTERFAX CENTRAL EUROPE – Several major Czech banks are currently reviewing the possibility of tightening conditions for approving mortgage loans in view of the current U.S. situation, but analysts told Interfax they don't expect a major impact on the Czech market.

"The tightening of conditions for approving mortgage loans is probable but it won't be as dramatic as in the U.S." said Jan Bures, chief analyst at Postovni sporitelna, part of CSOB bank, the Czech unit of Belgian financial group KBC. "Czech banks have been more cautious about granting mortgage loans than have their American counterparts."

Last year, Czech banks provided mortgage loans in the volume of CZK 142.3 bln, up 41.1% year-on-year (y/y), according to data by the Czech Ministry for Regional Development. Bures said that while U.S. lenders have offered mortgages of up to 130% of the property value, the majority of clients on the Czech market don't take a loan for more than 70% of the property's value.

Ceska sporitelna (CS), the leader on the Czech mortgage market, is currently discussing the possibility to tighten conditions for approving mortgage loans.

"We cannot rule out a possible tightening up of conditions for providing mortgage loans," said Pavel Kuehn, deputy director of CS's mortgage banking unit (the Business Development Division). "We're currently addressing the issue in order to avoid possible problems in the future."

CS, the Czech unit of Austrian lender Erste Bank, last year substantially simplified conditions for granting loans and for drawing them down. The bank provided more than 29,000 mortgage loans in the volume of more than CZK 43.35 bln last year and expects a 10% y/y rise in volumes in 2008 compared to a 50% y/y growth in 2007, Kuehn said.

Kuehn said CS is now discussing in particular mortgages covering more than 80% of the property value, where it is reevaluating their current parameters such as the financial reserve of clients.

Representatives of other banks say they are not planning to tighten their lending policies for the moment.

Austrian lender Raiffeisenbank, which last year provided mortgage loans in the volume of CZK 21 bln (up 107% y/y), also expects a slower growth in mortgage volume, spokesman Tomas Kofron said – but not due to stricter conditions.

"We don't plan on tightening up conditions," Kofron said, adding that the bank's share of unpaid loans in the Czech Republic is less than 1% of the overall portfolio, so there is little danger of a situation analogous to the U.S. subprime crisis.

"Unlike on the U.S. market, banks in the Czech Republic don't lend to everyone," Kofron said. "The 'subprime' group of clients which caused the U.S. mortgage crisis practically doesn't exist in the Czech Republic."

Petr Illetsko, director of major Czech real estate agency AAAByty.cz, said conditions under which U.S. banks were approving mortgage loans were significantly different from standards in place on the Czech market. 

Illetsko added he expects property prices to increase by 6% on average in the Czech Republic with stagnation and moderate decrease of prices in old pre-fab apartments on the outskirts of the Czech capital, a view share by Postovni sporitelna's Bures.

"Property prices and rent prices are likely to stagnate and a moderate growth can occur in attractive locations," Bures said.

A newcomer on the Czech market, Poland's mBank, which began offering mortgage loans only this month, doesn't consider applying stricter rules for mortgage loan applicants, spokesman Tomas Vysohlid said. mBank has granted just "units of mortgage loans," he said.

mBank is the Internet-banking arm of Polish BRE Bank, in turn controlled by German Commerzbank. Its mHypoteka (mMortgage) product is unique on the Czech market as customers can get mortgage loans for up to 45 years rather than the standard maximum 30 year, and are not charged processing fees or penalized for early payment.

POLAND

German Commerzbank's Polish bank BRE Bank ups net profit in Q4 by 23.17% y/y 

WARSAW. JANUARY 31. INTERFAX CENTRAL EUROPE – Polish bank's BRE Bank had a net profit of PLN 141.9 mln in the fourth quarter of 2007, up 23.17% year on year (y/y), the company announced in a statement on Thursday. 

The bank's net profit was lower than the market expectations of PLN 156 mln.

Interest income in Q4 came to PLN 291.1 mln, while the result from commissions stood at PLN 135.7 mln at the end of the fourth quarter.

The group's net profit for the whole year came to PLN 710 mln, an increase of more than 68% y/y. 

INSURANCE

CZECH REPUBLIC & SLOVAKIA

Italian-Czech insurer Generali PPF Holding ups stake in Czech pharma Zentiva to 19.4%

PRAGUE. JANUARY 31 INTERFAX CENTRAL EUROPE – Czech generics drugmaker Zentiva announced Thursday that Netherlands-based Generali PPF Holding as of January 17 had upped its stake in the Prague-listed pharma from 15.3% to 19.4%, or 7,299,144 mln shares.

"As of January 17, 2008, Generali PPF Holding B.V. held indirectly 7,299,140 shares of Zentiva, representing 19.14% of total capital interest and voting rights in Zentiva," Zentiva said.

Generali PPF Holding holds a stake in Zentiva through its subsidiaries Ceska poistovna – Slovensko, CP Reinsurance Company, Ceska pojistovna Zdravi, Penzijni fond Ceske pojist'ovny, CP Invest investicni spolecnost, Generali pojistovna, and Generali penzijni fond.

Generali PPF Holding disclosed its stake to the Dutch Authority for the Financial Markets (Autoriteit  Financiele Markten, the "AFM"), which requires  such declarations at various thresholds of ownership.

The Central and Eastern Europe joint venture agreement between Italy's insurer Assicurazioni  Generali (Generali) and Czech PPF Group became effective on 17 January. 

On Monday, Zentiva announced that Czech/Slovak equity group J&T had increased its stake in Zentiva to 15.3%.

Zentiva's other shareholders are Sanofi-Aventis Group (24.9%) with other institutional and private investors holding 44.7% and management and employees 6%.

IPO WATCH: Prague bourse approves Vienna Insurance Group debut, trading due to begin Feb. 5

PRAGUE. JANUARY 28 INTERFAX CENTRAL EUROPE – The Prague Stock Exchange's (BCPP) exchange listing committee has approved the admission of shares in Vienna Insurance Group (VIG), the bourse announced Monday.

"[The committee approved] the admission of the shares in company Wiener Stadtische Versicherung AG Vienna Insurance Group (VIG) to trade on the main market," BCPP said in a statement.

In the coming days the committee will decide on the basic trading parameters of the emission with expected launch of trading in VIG shares on February 5.

Austrian insurer VIG, which operates on the Czech market through insurers Kooperativa pojistovna and Ceska podnikatelska pojistovna, filed an application to be listed on the Prague bourse on January 22.

"This will be a dual listing as the emission is already traded in Vienna," Wood&Co. analyst Jiri Stanik said earlier, adding that VIG makes nearly half of its profits in the CEE region.

In 2006, the company recorded a net profit of EUR 261 mln (up 32% year-on-year (y/y), of which almost 20% came from its operations in the Czech Republic, according to brokerage Atlantik FT.

FINANCIAL SERVICES

HUNGARY

Hungarian leasing market expands 16% y/y in 2007 to HUF 1.2 trln

BUDAPEST. JANUARY 31. INTERFAX CENTRAL EUROPE – The size of the Hungarian leasing market based on financed volume increased by 16% year-on-year (y/y) in 2007 to HUF 1.2 trln, up from 7% y/y growth in the previous year, the Hungarian Leasing Association said Thursday.

"The Hungarian leasing market increased by 16% y/y in volume terms, with strong 25% growth in H2 alone, and the expansion was led by real estate, machinery and IT equipment leasing," Secretary-General Gabor Levai told reporters.

In a breakdown by segments, property leasing showed the most dynamic growth at 50% y/y, followed by a 23% increase in machinery, equipment and IT instruments, 19% growth in utility vehicle financing, and a 15% rise in fleet financing.

However, the segment of retail auto financing, which remains the dominant business within leasing, grew only at a below-average pace of 6% y/y, to around HUF 700 bln, as new-car sales declined by 10% during the year. The share of auto financing within the total thus also fell from above 60% in 2006 to 56% by the end of 2007.

The Hungarian leasing market was led by CIB Leasing with a share of more than 16%, ahead of OTP group member Merkantil Bank, the Budapest Bank group of the U.S.'s GE Money, Lombard Lizing and Erste-Immorent, all with shares of between 8-9%.

With regard to 2008, Levai said that key will be seeing how much effect on the market the international mortgage lending crisis will have, coming on top of the foreseen decline in domestic demand resulting from austerity measures.

"At the same time, activity on the market of offices and commercial real estate remains high, therefore probably property leasing will once again show the most dynamic increase among market segments this year," said Levai.

Hungary's real estate leasing market grows 50% y/y in 2007, further dynamic growth seen

BUDAPEST. JANUARY 31. INTERFAX CENTRAL EUROPE – Real estate leasing showed above-average growth in Hungary in 2007, showing the most dynamic growth among leasing segments, as financing volume rose 50% year-on-year (y/y) to around HUF 180 bln, while the market as a whole increased by 16%, the Hungarian Leasing Association (HLA) said on Thursday.

"Real estate financing continued to grow at a dynamic rate last year, leading all segments with 50% growth, and coming on the back of 70% expansion in 2006," HLA Secretary-General Gabor Levai told reporters.

As a result of last year's performance, real estate leasing has now become the second-largest segment within the leasing market, after car leasing, increasing its share of the total from around 10% to 14%. 

Levai noted several factors that contributed to last year's expansion.

"Retail home leasing transactions increased at a dynamic rate of 70% last year, while small businesses also turned to leasing increasingly to finance their property transactions," he said. "Some large individual projects also contributed to the year's growth."

Total financing volume reached HUF 180 bln last year, with transactions picking up especially in the fourth quarter of 2007, when volume alone totaled HUF 77.4 bln, up more than 130% year-on-year.

"Despite the strong growth of recent years, property leasing is still below the EU average of 17-18% compared to the total leasing market, so there is still room for growth, especially in the retail and SME segments," Levai told Interfax. "In all probability, property leasing will again show the most dynamic increase among leasing segments this year."

The market also saw several new entrants during the year, such as Spain's Santander and Austria's Oberleasing, while the five biggest players remained CIB Leasing (part of Italy's Intesa Sanpaolo group), Austria's Erste-Immorent, Unicredit Leasing, Hypo Alpe-Adria, and OTP Home Leasing, a unit of Hungary's OTP Group.

Hungarian Visa cardholders carry out EUR 1.5 bln purchases in FY 2007, up 18% y/y

BUDAPEST. JANUARY 30. INTERFAX CENTRAL EUROPE – Hungarian consumers carried out POS (point-of-sale) purchase transactions with Visa branded cards totaling EUR 1.5 bln in the year ended 30 September 2007, an 18% increase over the previous year as Hungarian consumers continued to increase their use of cards as opposed to cash, company officials announced on Wednesday.

"Hungarian consumers are now using bank cards more regularly for paying in shops, not just for cash withdrawals," Visa Europe Director Jana Lvova, who is responsible for the Hungarian, Czech and Slovakian markets, told reporters.

The number of Visa cards in circulation in Hungary reached 2.8 mln by the end of September, up 7.4% year-on-year (y/y). Within this, the number of credit cards was up 18.7% to 272,000.

Total gross cardholder expenditure volume (CEV), including both POS and ATM transactions, came to EUR 7.9 bln in Hungary, up 8.5% y/y, with volume on debit cards rising 8% to EUR 7.3 bln, and credit cards increasing their volume 15.3% to EUR 309 mln.

In all, Hungarian Visa cardholders carried out 46.7 mln POS transactions in the period, up 21.3% on the year, while average POS spending per debit card thus reached EUR 568 in the one-year period, a 9.3% increase over the year. At the same time, the value of an average POS transaction fell 2.7% to EUR 33.8.

"This decline indicates that cardholders are using their Visa cards increasingly for everyday purposes, instead of just occasionally for larger purchases," noted Lvova.

The company also noted that card fraud with Visa cards has fallen from 9 in every 100,000 transactions (0.009%) to just four in the 12 months ending September 2007.

Visa also said that 43% of Hungarian Visa cards now carry an EMV chip, a small integrated device that makes cards near-impossible to counterfeit and has now become widespread in much of Western Europe, while 48% of all transactions are carried out on EMV POS terminals.

CAPITAL MARKETS

CZECH REPUBLIC & SLOVAKIA

IPO WATCH: Top Czech logistics group C.S. Cargo completes merger with Smidbersky Transport

PRAGUE. JANUARY 29 INTERFAX CENTRAL EUROPE – Top Czech logistics firm C.S. Cargo has completed its merger with domestic firm Smidbersky Transport, a deal first announced in April last year as the first of many CEE acquisitions C.S. Cargo planned to carry out ahead of an initial public offering (IPO).

"The acquisition of Smidbersky Transport, which was brought to a successful close with the assistance of Tacoma [merger & acquisition] specialists, has significantly enhanced the position of the entire group in the Central European region," C.S. Cargo group CFO Filip Otruba said in a statement issued late Monday. "We expect the group's turnover for 2007 to be CZK 4.5 bln."

Italy-based banking group UniCredit entered C.S. Cargo last year through its unit CA IB Merchant Banking, buying a 30% stake ahead of the Czech company's planned IPO, which should be realized between 2008 and 2010.

Smidbersky Transport has annual turnover of more than CZK 1 bln and a rolling stock of more than 300 trucks, while C.S.Cargo's fleet ahead of the deal was four times the size. The financial aspects of the deal were not disclosed.

C.S.Cargo last year also bought Slovak rival mGal spedition, which has a fleet of 85 trucks, and set up Polish, Hungarian and Romanian subsidiaries with the aim of making acquisitions on those markets.

Czech entrepreneurs Marek Lehecka and Petr Zverinsky own 70% of C.S. Cargo Holding through Netherlands-registered financial company Trifid International. The holding said revenues grew 47% year-on-year (y/y) at CZK 2.077 bln in H1 2007 with earnings before interests, depreciation and amortization (EBITDA) at CZK 300 mln.

HUNGARY

IPO WATCH: Hungarian plastics maker Pannunion to list on Budapest bourse at end-April

BUDAPEST. JANUARY 31. INTERFAX CENTRAL EUROPE – Hungarian plastics manufacturer Pannunion is expected to be listed on the Budapest Stock Exchange (BSE) at the end of April this year, a slight delay compared to an originally planned Q1 listing, according to an announcement by parent company Pannonplast on Thursday.

"The restructuring of the Pannunion group of companies has been completed," Pannonplast said. "The planned date of [Pannunion's] listing coincides with the auditing of the 2007 financial report and is therefore expected at the end of April."

Pannunion comprises all the remaining plastics manufacturing operations of the Pannonplast group, which recently announced a switch to alternative energy as its main focus. Pannonplast will continue to be listed separately on the BSE under a new name, PannErgy, registered by the company court earlier this week.

Pannonplast said earlier it plans to float a 50% Pannunion stake on the bourse.

Pannunion was earlier awarded a HUF 25 mln grant by Hungary's Economy Ministry to support the listing process. Pannunion must list on the BSE by the end of May and stay listed for at least two years - otherwise it must forfeit the grant.

According to Pannonplast's 2007 earnings report, published on Thursday, the Pannunion group recorded sales revenues of HUF 11.5 bln last year, while EBITDA was HUF 1.05 bln. In 2008, Pannunion is set to record sales of HUF 12.5 bln and EBITDA of HUF 1.6 bln, Pannonplast said earlier.

POLAND

Warsaw exchange plans to set up ethics council to standardize market analysts' commentaries

WARSAW. FEBRUARY 1. INTERFAX CENTRAL EUROPE – Warsaw Stock Exchange (WSE) is to sponsor an ethics council, likely to be established by the end of March, in order to standardize commentaries by stock market analysts, WSE Chief Executive Ludwik Sobolewski said during the Central and Eastern European Market Forum late Thursday.

"The first purpose is to devise and create guidelines for good practice on commentaries by market analysts," Sobolewski said. "Secondly, to work out a mechanism that will promote a certain type of commentary."

The initiative appeared as the Warsaw stock market found itself under strong sell-off pressures reflecting global worries that the credit crisis initiated last summer in the United States will drag the world's largest economy into recession.

The scale of declines in Warsaw compared to other exchanges, including the U.S. and Asian major indices, surprised, however, the market provided strong economic fundamentals of the country's economy.

Ludwik Sobolewski said late January that the Polish market has fallen victim to worried, inexperienced individual investors who have been pulling out en masse from investment funds. Some of the blame for the situation fell on market analysts accused of igniting anxieties.

"One should not just state that there will be a crash or a catastrophe without providing a reason as to why he or she thinks so, because [then] we do not have a free market of analysis but a market of hysterics," Sobolewski said.  

"I am not interested in whether a scenario is dark or optimistic […] but I am interested in the structure of public statements. I want analysts to say, even in a few words, why he or she thinks [something]," he said. 

Under the project, no fines or other punishments are expected; the council is being considered as a body that "promotes and rewards," according to Sobolewski.

According to plans, the council will be established by the end of the first quarter.

"This body will be set up in March at the latest […]," said Sobolewski. "The end of March is the deadline."

IPO WATCH: Polish developer Dantex plans Warsaw debut in Q2; sees PLN 100 mln proceeds

WARSAW. JANUARY 31. INTERFAX CENTRAL EUROPE – Polish developer Dantex hopes to debut on the Warsaw Stock Exchange in the second quarter of 2008 and expects to raise around PLN 100 mln from the bourse debut, Dantex President Marek Refler said during a conference at the WSE on Thursday..

"We want to spend around PLN 500 mln on our current investment projects, we would like around 20% of it to come from the stock exchange," Refler said. "This would be around PLN 100 mln."

Dantex, which focuses on the Warsaw metropolitan area, is a development company specializing in building commercial and office buildings, which the company also leases and manages.

Dantex currently has 40,000 square meters (sqm) of usable space in its portfolio. The company is currently completing the 11,000 sqm Cybernetyki 19B office building in southern Warsaw.

The company has recently moved to the residential sector with the construction of the three-building Dobrolin residential complex in the center of Warsaw, where around 800 apartments will be built by 2011.

In Konstancin-Jeziorna, south of Warsaw, Dantex plans to build a 24-house residential estate on the bank of the Jeziorka river.

Dantex is also active on the health care market through its subsidiary Dantex Med – a private healthcare clinic.

In 2006 the company's revenues stood at PLN 21.98 mln with net profits reaching PLN 35.45 mln. In the first half of 2007 revenues stood at PLN 12.5 mln while net profits came to PLN 18.65 mln.

Polish deputy treasury minister confirms intention to privatize Warsaw bourse

WARSAW. JANUARY 31. INTERFAX CENTRAL EUROPE – Polish Deputy Treasury Minister Michal Chyczewski Thursday confirmed that the Ministry intends to privatize the Warsaw Stock Exchange.

"In the first stage we will leave 51% [of the WSE's shares] for the Treasury Ministry," Chyczewski said during a Central and Eastern European Market Forum at the Warsaw Stock Exchange. "That will be the first step - we will seek further privatization within two-three years [after the first stage]."

Chyczewski said that other stock exchanges will not be invited to the first stage of the privatization process.

"At the moment we rule out a takeover by another stock exchange," he said.

In December Czyczewski had said that the Warsaw bourse, in which the Treasury currently holds a 98.8% stake, will be privatized in 2008. WSE president Ludwik Sobolewski also said that the privatization of the WSE is "very likely" to start this year.

The deputy minister said that one of the reasons to go ahead with the privatization is helping the WSE's plans to become a regional financial center for Central and Eastern Europe.

"We have made the decision to privatize the Warsaw Stock Exchange to help it in its regionalization plans," Chyczewski said. "The development of the stock exchange as a regional center would be difficult in a situation when it is state owned."

PRESS: Polish Economy Ministry and Treasury differ on mining firms' bourse debuts

WARSAW. JANUARY 28. INTERFAX CENTRAL EUROPE – Poland's Economy Ministry is at odds with the Treasury over which coal companies should list first on the Warsaw Stock Exchange (WSE), believing Katowicki Holding Weglowy (KHW) and Jastrzebska Spolka Weglowa (JSW) are ripe for debut - rather than the Treasury's choice of the Bogdanka mining operation, according to Monday's Rzeczpospolita paper.

"Neither JSW, nor KHW can be found on the Treasury Minister's list of companies to be privatized first. Bogdanka and coke producers are on it [... ]. On the other hand, the Economy Ministry claims that JSW and KHW are best prepared for the bourse debut," the daily wrote.

The paper states that the Treasury has not even penciled in potential flotation of KHW and JSW during 2008.

The daily quotes Deputy Treasury Minister Krzysztof Zuk's claims that the strike in JSW's Budryk mine could hurt the coal firm's chances of debuting this year. 

"2009 is a realistic date," Zuk was quoted as saying. 

Zuk also said that Bogdanka seems to be most determined in pursuing a bourse debut and therefore has the best chance of entering the WSE in late 2008 or early 2009.

The Treasury Ministry also has plans of listing coke producers on the bourse, while mining firms expected them to be incorporated into the coal producers. 

Deputy Economy Minister Pawel Poncyljusz claims that KHW is best prepared for the bourse debut, while JSW will probably wait another two-to-three years, but the issue of incorporating coke producers into it should be considered. However, the Deputy Minister acknowledged that it is the Treasury that makes the final decision on which companies will debut and when.

Zuk did not rule out that KHW could debut this year along with Bogdanka.

"If it turns out that KHW is really advanced in preparing for a bourse debut it would be good news for the State Treasury as we will have a chance for two public offers in mining in 2008," Zuk was quoted as saying. 

FUNDS
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Czech/Slovak equity group J&T ups stake in Czech pharma Zentiva to 15.3%

PRAGUE. JANUARY 28 INTERFAX CENTRAL EUROPE – Czech generics drugmaker Zentiva announced Monday that Czech/Slovak equity group J&T Financial Services as of January 22 had upped its stake in the Prague-listed pharma to 5.33%, or 2 mln shares.

"[As] of January 22, 2008, J&T Financial Services Limited held indirectly (through Fervent Holdings Ltd., LCE Company Ltd., and Levos Ltd.) 2,033,991 shares of Zentiva, representing 5.33% of total capital interest and voting rights in Zentiva," the pharma said in a statement.

J&T disclosed its stake to the Dutch Authority for the Financial Markets (Autoriteit Financiele Markten, the "AFM"), which requires such declarations at various thresholds of ownership.

"We rate the news as neutral, as the demand for Zentiva's shares was solid at prices at and under 900 CZK, indicating a buyer on the market," Atlantik FT analyst Milan Vanicek said. "We rate as positive that Zentiva has gained the confidence of J&T."

According to Zentiva, the company's other shareholders include Sanofi-Aventis Group (24.9%) and Czech-founded PPF Group N.V. (15.3%), with other institutional and private investors holding 48.5% and management and employees 6%.

In late November, PPF increased its stake in Zentiva to 15.3% from 12.3%.

Zentiva's price fell by 47% from its all-time high (CZK 1,548 in April 2007) after the company gave two profit warnings last year. 

"Our target price is CZK 1,133 and our recommendation is Hold," Atlantik FT's Vanicek said. "In our opinion, Zentiva will first have to regain trust of investors and fulfil its financial targets."

CALENDAR

CZECH REPUBLIC & SLOVAKIA

Czech Republic – calendar of upcoming events, 01/02/2008

PRAGUE. FEBRUARY 1. INTERFAX CENTRAL EUROPE – The following is a calendar of expected events, data releases likely to impact the Czech Republic's economy. 

Expected Events – 04-08/02/2008

	Monday, February 4
	
	

	Czech Republic
	09:00
	Czech cabinet meets to discuss amendment to law on VAT, among others.

	
	18:00
	Australian company Uran Limited holds public debate on possible uranium mining near Pribyslav.

	Slovakia
	08:30
	Working breakfast with Hartmann-Rico CEO Lubomir Palenik, Bratislava.

	Tuesday, February 5
	
	

	Czech Republic
	
	Czech National Bank (CNB) to release balance as of January 31, 2008.

	
	
	Czech Statistical Office (CSU) to release foreign trade data for December 2007.

	
	09:00
	Opening of two-day Retail Summit 2008.

	
	09:15
	Press conference on the launch of trading in Vienna Insurance Group (VIG) stock on the Prague bourse.

	
	10:00
	Fio credit union holds a press conference.

	
	11:00
	Press conference of DVD Group.cz.

	
	16:00
	Public debate on planned construction of two wind plants, Stalky.

	Slovakia
	14:00
	Debate on property appraisal organised by Stavebne forum.sk.

	
	
	Opening of 10th international trade fair Aqua-therm, to last till February 8, Nitra.

	Wednesday, February 6
	
	

	Czech Republic
	
	Czech National Bank (CNB) to release long-term interest rates for convergence purposes - Jan 2008.

	
	
	Auction of 15-year state bonds.

	
	09:00
	Press conference of Skoda Holding HR director Josef Bernard, Plzen.

	
	09:00
	Opening of construction trade fair Stavime - Bydlime to last till February 7, Uherske Hradiste.

	Slovakia
	10:00
	Slovenska sporitelna (SLSP) banks holds press conference on SLSP Foundation grants for 2008.

	
	11:00
	Brazilian company Embraco Slovakia marks 10th anniversary of its presence on the Slovak market. Event attended by CEO Carlos Xavier.

	Thursday, February 7
	
	

	Czech Republic
	
	Czech National Bank (CNB) governing board holds regular meeting, discusses 1st situational report.

	
	10:30
	Press conference on collective investments in Czech Republic organized by the Association for Capital Market (AKAT).

	Friday, February 8
	
	

	Czech Republic
	
	Czech Statistical Office (CSU) to release inflation data for January 2008.

	
	
	Ministry of Labor and Social Affairs to publish unemployment data for January 2008.

	
	
	Czech Statistical Office (CSU) to publish information on the development of food, motor fuels prices over past week

	
	
	Parliament to meet to elect new president

	Slovakia
	
	Deadline for bids in tender for construction of R1 dual carriage-way between Nitra and Banska Bystrica as a PPP project.

	
	
	Slovak Statistical Office (SUSR) to publish industrial and construction output data, sales, wages and employment data for December 2007.


Interfax cannot guarantee the accuracy of the above scheduled listings.

Expected Events – 11/02/2008

	Monday, February 11
	
	

	
	
	Slovak Statistical Office (SUSR) to publish January 2008 inflation, December 2007 foreign trade data.


Interfax cannot guarantee the accuracy of the above scheduled listings.

HUNGARY

Hungary – calendar of upcoming events 01/02/2008

BUDAPEST. FEBRUARY 1. INTERFAX CENTRAL EUROPE – The following is a calendar of expected events, data releases likely to impact Hungary's economy.

Events this week – 04-08/02/2008

	Monday, February 4
	
	

	World
	11.00
	Eurozone industrial producer prices data (Dec 2007)

	Tuesday, February 5
	
	

	Hungary
	09.00
	Central statistical office KSH publishes final foreign trade data (Nov 2007)

	
	12.00
	Government debt management agency AKK holds three-month discount treasury bill auction

	World
	11.00
	Eurozone retail trade data  (Dec 2007)

	Wednesday, February 6
	
	

	Hungary
	12.00
	Government debt management agency AKK holds six-month discount treasury bill auction

	World
	14.30
	U.S. productivity, costs data (Q4 2007)

	Thursday, February 7
	
	

	Hungary
	8.30
	Central bank MNB publishes international reserves data (Jan)

	
	09.00
	Central statistical office KSH publishes preliminary industrial production data (Dec 2007)

	
	12.00
	Government debt management agency AKK holds 12-month discount treasury bill auction

	
	17.00
	FinMin publishes preliminary budget data (Jan)

	World
	11.00
	Eurozone key indicators 

	
	13.45
	European Central Bank ECB holds rate-setting meeting

	Friday, February 8
	
	

	Hungary
	09.00
	Central statistical office KSH publishes preliminary foreign trade data (Dec 2007)


Upcoming events – 11-15/02/2008

	Monday, February 11
	
	

	
	
	No significant data or events scheduled

	Tuesday, February 12
	
	

	Hungary
	12.00
	Government debt management agency AKK holds three-month discount treasury bill auction

	Wednesday, February 13
	
	

	Hungary
	09.00
	Central statistical office KSH publishes agricultural price data (Dec 2007)

	World
	11.00
	Eurozone industrial production (Dec 2007)

	Thursday, February 14
	
	

	Hungary
	09.00
	Central statistical office KSH publishes GDP data (Q4 2007)

	
	09.00
	Central statistical office KSH publishes CPI inflation data (Jan 2008)

	
	12.00
	Government debt management agency AKK holds three- and 15-year state bond auction

	World
	11.00
	EU and Eurozone GDP flash estimate (Q4 2007)

	Friday, February 15
	
	

	Hungary
	09.00
	Central statistical office KSH publishes final industrial output data (Dec 2007)

	
	14.00
	Central bank MNB publishes abridged minutes of Jan 21 rate-setting meeting

	World
	11.00
	Eurozone foreign trade (Dec 2007)


Interfax cannot guarantee the accuracy of the above scheduled listings. All times are CET.

POLAND

Poland - calendar of upcoming events 01/02/2008

WARSAW. FEBRUARY 1. INTERFAX CENTRAL EUROPE – The following is a calendar of expected events, data releases likely to impact Poland's economy.

Upcoming events – 04-08/02/2008

	Monday, February 4
	
	

	Poland
	11.00
	Chemical firm Z.A. Pulawy press conference on Q4 financial results

	
	12.00-14.00
	"Which Budget for the European Union," conference organized by think-tank DemosEuropa

	Tuesday, February 5
	
	

	Poland 
	10.00
	Raiffeisen Investment Polska press conference on development plans 

	
	10.00
	Regional Development Ministry press conference on unemployment of people aged more than 50

	Wednesday, February 6
	
	

	Poland
	10.00
	Supreme Chamber of Control press conference presenting report on privatization

	
	11.00
	IT Crowley Data Poland press conference on 2007 financial results, development strategy  

	Thursday, February 7
	
	

	Poland
	
	No data, events scheduled

	Friday, February 8
	
	

	Moscow 
	
	Prime Minister Donald Tusk meets Russian President Vladimir Putin


Source: companies, NGOs, government
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