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London analysts: Hungary should return to investment grade in
2016

The Morgan Stanley cffices in Manhatian. (Phote: Wikipeda/official-ly coof),

Hungary s set to regain Investment grade siatus nexi year, and the central bank is likely io
embark on a naw rata-cutiing cycle, London-based amarging markels economists said
yestertay, Slale-owned news agency MT) reporad.

In a report outlining its revised 2016 forecasts for emerging markets released to clients in
London, Margan Stanley said thal “credit upgrades are overdue * and Hungary will regain
s Investmiant grade rating with at laast one, bt more likely two agencies. "The angoing
sharp fall in external and FX-denominated government debt, together with a more
pradictable operating emvironment for banks and an ongalng solid fiscal pasition, should be
enough 10 warran upgrades,” 1he repor said, Hungary's cumen! “BB+/Ba1” soveraign
credit rating s a single notch Delow investment grade, and two major credit rating
agencies, Fitch Ratings and Moogdy's Investors Sanvice, have now upgraced their outiook
on Hungary's ratings to positive, Implying a potential rating upgrade:

In terms of monetary policy, Morgan Stanley's economists said that with the economy
slowing, inflation rising on base eflects but staying well below target and the ECB set 10
administer more QE, the Mational Bank of Hungary (NBH) seems 10 have another window
to easa policy further. “if, as wa expect, inflation slows down in the second quarter {after an
expectad sham rise early next year), the NBH could easily revert to an easing stance and
cut rates to around 1% later in the year”, Morgan Stanley's analysts said,
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