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Market outlook
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Looking ahead this week:

Monday Tuesday Wednesday Thursday Friday

CZ, PL: GDP

HU: GDP; Trade Balance
HR: Retail Sl: GDP, CPI

HR: Industry

RS: GDP, Industry, Retail, Trade Balance
We will see final GDP data from many countries that have already released 1Q19 figures, and also from Croatia
and Slovenia, which have not yet released their data. All countries will reveal details that are likely to show a
strong contribution from private consumption, and in many cases, a substantial contribution from investments,
too. It remains to be seen how net exports developed, but against the backdrop of the relatively good flash
releases, we think the export performance was likely better than had been expected a few months ago. Already
before the release of the detailed figures, we perceive upside risk to our real GDP call for Poland (currently at
4.2%) for 2019, while we will likely revise our growth outlook for Romania from 3.1% to around 4% this week.
We have already increased our real GDP forecast for Hungary to 4.5%, from 4.3% for this year. Tuesday’s rate
decision in Hungary could be in focus of investors, too. Although rates are not expected to change, it could still
be interesting to see if the central bank’s statement contained any reflection on the recent HUF weakening. The
results of the EU elections over last weekend are unlikely to affect CEE macro and markets too much.

PL: Unemployment  HU: Target Rate
HR: Unemployment, SK: PPI, Current
Wages Account

HR: GDP
HU: Unemployment

In case you missed it last week...

CEE: Our report on possible impact of US tariffs on region (titled ‘Delay in US import tariffs on cars from EU’)
PL: Industry better than expected in April at 9.2% yly; retail sales at 13.6% y/y, 7-year high

RO: We will likely revise GDP growth outlook to 4% area from 3.1% for this year

HU: We revised real GDP growth outlook for this year from 4.3% to 4.5%

SK: Fitch confirmed rating at A+ with stable outlook
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YTD change on FX market
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On global markets:

GDP data for 1Q will be released this week for both Eurozone countries and
the US. As flash estimates have already been issued, the potential for
surprises is small, and therefore the impact on the EURUSD likely limited.
Markets will still be digesting the resignation of the British prime minister and
its consequences.

CEE currencies:

Currency markets were strongly influenced by international developments last
week, as minutes of the last FOMC meeting reassured investors that it will be
patient and no imminent rate tightening should be expected. The subsequent
weakening of the US dollar gave a lift to the zloty and the so-far ailing forint,
too. The Czech currency was still somewhat weaker last week, however. This
had to do with the still negative trade war and Brexit prospects, as well as the
increased expectation that Czech rates will not be increased further this
week. The overbought koruna (courtesy of the exchange rate regime held
between 2013 and 2017) still prevents the CZK from benefitting from the
large interest rate differential. If global growth uncertainties tied to Brexit and
trade disputes do not improve, then the CZK could remain weak going
forward. Elsewhere, currencies are roughly in line with our forecasts.

CEE rates and yields:

Yields mostly fell last week in CEE, amid the ongoing decline in German
Bunds. As far as short-term rates are concerned, they showed little changes
apart from the Czech Republic, where FRAs started to fall, especially on
longer tenors (i.e. the 9X12 fell about 10bp last week, and almost 20bp in two
weeks). Czech growth prospects could be especially negatively influenced by
German industrial woes (as evidenced by last week’s still poor sentiment
data), and thus investors likely started to price in a lower rate trajectory. We
continue to expect no further rate tightening from the current 2% repo rate.
Elsewhere, rate markets were relatively calm. This week’s Hungarian rate
setting meeting has a bit of potential to move rate markets, but inflation
releases (throughout the region) have more potential to affect markets. This is
due to the fact that, currently, CEE central banks are facing a dilemma
between the very strong growth stemming from domestic demand and weak
sentiment indicators on important export markets and the still low external
inflation environment.
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Time Country Indicator Period  Survey Erste Est. Pre Comment

27-May
10:00 PL  Unemployment Rate Apr 5.6% 5.7% 5.9% Unemployment to remain around recently observed rate.
11:00 HR  Unemployment Rate Apr 8.6%
11:00 HR  Wages (yly) Mar 2.8%

28-May
9:00 SK  PPI (yly) Apr 4.5% 4.4%  Rather steady development of producer price is expected for April.
14:00 HU  Target Rate May 28 0.9% 0.9% 0.9% May meetlng_should be 'non event'; more details on normallgatlon of

monetary policy could be revealed at June rate setting meeting.

14:30 SK  Current Account Balance Mar -157.99

29-May
9:00 HU  Unemployment Rate Apr 3.6% 3.5% 3.6%  Figures might continue to reflect tight labor market conditions.
11:00 HR  GDP (yly) 1Qp 3.1% 2.26% GDP growth seen accelerating slightly above 3% mark in 1Q19.

30-May
11:00 HR  Retail Sales (yly) Apr 5.0% 5.7% Retail trade expected to show vivid growth dynamics going into 2Q19.

31-May

Within second estimate, Czech Statistical Office will release figures of
9:00 CZ GDP (q/q) 1QP 0.5% 0.5% 0.5% GDP components. We expect both domestic as well as foreign demand

to remain solid.
GDP growth is driven mainly by labor market, positive sentiment of

9:00 CZ GDP (yly) 1QP 2.50% 2.5% 2.5% households and high investment expenditures of firms into robotization.
Contribution of net exports was probably neaative in 1Q. Although foreian

9:00 HU Trade Balance Mar F 677

9:00 HU  GDP (yly) 1QF 5.3% 5.3% 5.3% CSO is expected to confirm preliminary GDP figures.

10:00 PL  GDP (yly) 1QF 4.6% 4.6% Domestic demand is expected to remain main growth driver.

10:30 Sl CPI (yly) May 1.6% 1.7% Inflation movements expected to remain stable.

Growth dynamics expected to somewhat decelerate compared to 2018,

N 0, 0,

10:30 st GDP (/) 1R 3.6% 4.1% but remain above 3.5% mark.

11:00 HR  Industrial Production (yfy) Aor 2 0% 3% Industrial production seen maintaining mild recovery footprint seen from
’ iy p 7 ° beginning of year.

12:00 RS  Industrial Production (yly) Apr 2.0% 2.8% Continuation of relatively weak growth, as negative FCA production

outlook weighes on overall headline figure.

We expect another strong figure, notwithstanding high base, due to
12:00 RS  Retail Sales (yly) Apr 10.5% 9.5% strong wage numbers and vivid labor market developments. Also, Easter
effect should additionally boost April fiqure.

12:00 RS Trade Balance Apr -507

We expect confirmation of flash figure with private consumption being

N 0, 0,
12:00 RS GDP (yly) 1QF 2:3% 2:3% revealed as key factor of growth.

Sources: Bloomberg, Reuters
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Capital market forecasts

current  2019Q2 2019Q3 2019Q4 2020Q1
Croatia 10Y 1.66 1.80 1.80 1.80 1.90
spread (bps) 178 165 158 152 154] |
Czech Rep. 10Y 1.78 2.17 2.17 2.33 2.44 current  2019Q2 2019Q3 2019Q4 2020Q1
spread (bps) 190 202 195 205 208| |EURHRK 7.43 7.32 7.42 7.45 7.42
Hungary 10Y 3.14 3.14 3.23 3.40 3.46 forwards 7.43 7.43 7.43 7.43
spread (bps) 325 299 301 312 310] [EURCZK 25.83 25.65 25,51 25.31 25.03
Poland 10Y 2.83 2.95 3.00 3.05 3.10 forwards 25.86 25.86 25.86 25.86
spread (bps) 294 280 278 277 274| |EURHUF 326.1 324.0 324.0 324.0 325.0
Romanial0Y 4.95 4.70 5.10 5.20 5.40 forwards 329.3 329.3 329.3 329.4
spread (bps) 506 455 488 492 504| |[EURPLN 4.30 4.31 4.32 4.29 4.29
Slovakia 10Y 0.43 0.65 0.75 0.75 0.85 forwards 4.30 4.30 4.30 4.30
spread (bps) 54 50 53 47 49 |EURRON 4.76 4.75 4.75 4.77 4.79
Slovenia 10Y 0.56 0.80 0.90 0.90 1.00 forwards 4.76 4.76 4.76 4.76
spread (bps) 67 65 68 62 64| |EURRSD 118.0 117.9 118.0 118.3 118.1
Serbia 5Y 3.90 3.96 3.90 3.93 3.95 forwards - - - -
DE10Y (BBG)* -0.11 0.15 0.22 0.28 0.36 | EURUSD 1.12 1.15 1.18 1.18 -
current  2019Q2 2019Q3 2019Q4 2020Q1 current  2019Q2 2019Q3 2019Q4 2020Q1
Croatia 0.47 0.50 0.50 0.50 0.50| [Croatia 0.30 0.30 0.30 0.30 0.30
Czech Republic 2.19 2.18 2.18 2.18 2.24] |Czech Republic 2.00 2.00 2.00 2.00 2.00
Hungary 0.20 0.22 0.30 0.45 0.60| [Hungary 0.90 0.90 0.90 0.90 0.90
Poland 1.72 1.72 1.72 1.72 1.72| |Poland 1.50 1.50 1.50 1.50 1.50
Romania 3.28 3.20 3.70 3.60 3.50] |Romania 2.50 2.50 2.50 2.50 2.50
Serbia 2.97 2.96 2.98 2.98 2.99| |Serbia 3.00 3.00 3.00 3.00 3.00
Eurozone -0.31 -0.30 -0.30 -0.30 -| |Eurozone 0.00 0.00 0.00 0.00 -

Macro forecasts

Real GDP growth (%)

2017| 2018 | 2019f| 2020f Average inflation (%) 2017| 2018 |2019f| 2020f 2019f| 2020f

Unemployment (%)

Croatia 29 26 23 23 |Croatia 1.1 15 1.0 1.2 |Croatia 113 84 74 64
Czech Republic 45 30 25 28 |Czech Republic 24 22 23 2.0 JCzech Republic 24 24 25 30
Hungary 41 49 45 3.2 JHungary 24 28 32 3.0 |Hungary 42 37 36 35
Poland 48 51 42 3.4 |Poland 20 16 24 27 |Poland 73 61 60 64
Romania 70 41 31 3.7 |Romania 13 46 3.6 3.1 |Romania 49 42 38 40
Serbia 20 43 30 3.3 |Serbia 30 20 25 1.8 |Serbia 135 127 122 117
Slovakia 32 41 34 3.6 |Slovakia 13 25 25 2.5 |Slovakia 81 65 63 58
Slovenia 49 45 32 3.1 |Slovenia 1.4 17 13 1.5 |Slovenia 66 51 42 37
CEES8 average 47 44 36 3.3 |CEES8average 19 24 26 25 |CEE8average 62 53 51 52

Public debt (% of GDP) 2018|2019f| 2020f C/A (%GDP) Budget Balance (%GDP)

Croatia 778 741 714 69.3 |Croatia 37 26 14 05 |Croatia 09 02 00 -05
Czech Republic 34.7 332 321 31.4 |Czech Republic 11 06 05 0.6 |Czech Republic 15 15 11 09
Hungary 734 70.8 68.4 66.6 |Hungary 28 05 -01 0.7 JHungary 22 22 -18 -18
Poland 50.6 489 50.1 49.3 |Poland 02 -07 -05 -0.7 |Poland -15 04 -19 -26
Romania 352 350 35.1 35.3|Romania 32 -45 -49 -53 JRomania 27 -30 -30 -25
Serbia 63.3 53.8 51.4 49.4 |Serbia 52 -52 -55 -52 |Serbia 11 06 -05 -05
Slovakia 50.9 489 47.7 46.1 |Slovakia 2.0 -25 -24 -1.2 |Slovakia -0.8 -07 -0.7 -04
Slovenia 724 67.0 63.8 60.8 |Slovenia 72 73 65 5.8 ]Slovenia 00 0.0 050 03
CEES8 average 50.4 48.3 47.9 46.9 |CEES average 01 -08 -1.0 -1.0 JCEE8average -1.0 -06 -13 -15

Note:*Information on past performance is not a reliable indicator for future performance. Forecasts are not a reliable indicator for future performance.
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Note:*Information on past performance is not a reliable indicator for future performance. Forecasts are not a reliable indicator for future performance.
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+43 (0)5 0100 84119

+49 (0)711 810400 5540
+49 (0)711 810400 5541
+43 (0)5 0100 85542

+43 (0)5 0100 85544

+49 (0)711 810400 5560
+49 (0)711 810400 5561
+49 (0)711 810400 5562

+43 (0)5 0100 84254

+48 22 538 6223
+43 50100 85611

+421 2 4862 5619
+421 2 4862 5629

+420 2 2499 5577
+420 2 2499 5562
+420 2 2499 5590

+420 956 765 453
+420 956 765 106
+420 956 765 140
+420 956 765 809
+420 956 765 317

+385 (0)7237 2439
+385 (0)7237 1787
+385 (0)7237 1638

+36 1 237 8211
+36 1 237 8209
+36 1 237 8205

+43 (0)50100 85612
+40 373 516 531

+43 (0)50100 83123
+43 (0)50100 83121
+43 (0)50100 83125
+43 (0)50100 83120

+43 (0)50100 86441
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated
subsidiaries "Erste Group") independently and objectively as other information pursuant to the Circular of the Austrian Financial
Market Authority regarding information including marketing communication pursuant to the Austrian Securities Supervision Act.
This publication serves interested investors as additional source of information and provides general information, information
about product features or macroeconomic information without emphasizing product selling marketing statements. This publication
does not constitute marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct buying
incentives were included in this publication, which is of information character. This publication does not constitute investment
research pursuant to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and it is not subject to the prohibition on dealing ahead of the
dissemination of investment research. The information only serves as non-binding and additional information and is based on the
level of knowledge of the person in charge of drawing up the information on the respective date of its preparation. The content of
the publication can be changed at any time without notice. This publication does not constitute or form part of, and should not be
construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither this publication nor
anything contained herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any
contract or inclusion of a security or financial product in a trading strategy. Information provided in this publication are based on
publicly available sources which Erste Group considers as reliable, however, without verifying any such information by
independent third persons. While all reasonable care has been taken to ensure that the facts stated herein are accurate and that
the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its representatives and
employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-dateness, completeness
and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of entities mentioned in this
document, however the inclusion of a link does not imply that Erste Group endorses, recommends or approves any material on
the linked page or accessible from it. Neither a company of Erste Group nor any of its respective managing directors, supervisory
board members, executive board members, directors, officers of other employees shall be in any way liable for any costs, losses
or damages (including subsequent damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on
this publication. Any opinion, estimate or projection expressed in this publication reflects the current judgment of the author(s) on
the date of publication of this document and do not necessarily reflect the opinions of Erste Group. They are subject to change
without prior notice. Erste Group has no obligation to update, modify or amend this publication or to otherwise notify a reader
thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate. The past performance of securities or financial instruments is not indicative for future results.
No assurance can be given that any financial instrument or issuer described herein would yield favorable investment results or
that particular price levels may be reached. Forecasts in this publication are based on assumptions which are supported by
objective data. However, the used forecasts are not indicative for future performance of securities or financial instrument. Erste
Group, its affiliates, principals or employees may have a long or short position or may transact in the financial instrument(s)
referred to herein or may trade in such financial instruments with other customers on a principal basis. Erste Group may act as a
market maker in the financial instruments or companies discussed herein and may also perform or seek to perform investment
services for those companies. Erste Group may act upon or use the information or conclusion contained in this publication before
it is distributed to other persons. This publication is subject to the copyright of Erste Group and may not be copied, distributed or
partially or in total provided or transmitted to unauthorized recipients. By accepting this publication, a recipient hereof agrees to be
bound by the foregoing limitations.
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