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CEE inflation on an upward trajectory 

This week in CEE 

This week will be busy as we await a flood of data and two central bank meetings. Base effects continued to affect 

inflation prints in May. We expect Romanian CPI to have risen to almost 3.6% y/y, whereas Serbian inflation may 

have stood around the mid-point of the target band, at 3.1% y/y. Czech inflation likely went up to 3.2% y/y, slightly 

above the tolerance band, mainly as a result of the tight labor market and sound domestic demand. The headline 

CPI figure in Hungary probably reached its yearly peak at 5.3% y/y in May; and is expected to remain above the 

higher tolerance band of 4% this year. Romania will complete the list of 1Q21 GDP breakdowns. The Romanian 

economy likely contracted by 0.2% y/y, whilst marking a brisk 2.8% q/q growth on the back of strong service sector 

performance and household consumption. Strong base effects pushed up industrial production growth to the high 

double-digits in April – we expect it between 55.5% y/y and 71% y/y in Czechia, Slovakia and Hungary, whereas 

Slovenian industry likely marked a more moderate increase of 15% y/y. Czech retail sales are expected to have 

risen by 11.3% y/y in April, aided by better consumer sentiment, epidemiological situation and low base. Moreover, 

April trade balance will be published in Czechia, Slovakia, Romania, Hungary and Slovenia. Central bank meetings 

in Poland and Serbia are unlikely to bring any changes to the key rates, which should remain at 0.1% and 1%, 

respectively. However, indication of an earlier end of the Polish asset purchase program cannot be ruled out. 
 

 

 

CEE Recovery Index 
  

 
Source: Erste Group Research 

After plateauing around 1 for two weeks in mid-May, the 

CEE Recovery Index fell slightly at the end of last month. 

Yet, the nascent economic rebound continues amidst an 

improving epidemiological situation, continued vaccine 

rollout and easing of containment measures. Mobility to 

grocery stores inched down marginally, while mobility to 

retail stores and workplaces moved in the opposite 

direction. Workplace mobility reached its highest value 

this year. On the other hand, air pollution dropped visibly, 

dragging down the overall Recovery Index. Due to data 

availability issues, we have kept electricity consumption 

unchanged for the last two weeks. Overall, the CEE 

Recovery Index bodes well for the ongoing economic 

recovery in 2Q21 thus far. 

For more details, please check our website. 
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https://www.erstegroup.com/en/research/country/pandemic_impact_analysis
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FX market FX market developments 
  

 
Source: Bloomberg, Erste Group Research 

CEE currencies continued in their appreciation vs. the 

euro last week, fueled by bets on an earlier start of 

monetary tightening. The Hungarian forint gained the 

most vs. the euro, but at the same time it has become 

extremely volatile. This could be seen in the second half 

of the previous week, when the EURHUF corrected after 

the release of very strong labor market data in the US. 

For the further development of CEE currencies, it will be 

decisive whether central banks will walk the talk. Given 

that markets have already priced in some tightening, any 

moderation of language could result in currency 

weakening. The first country to face the test will be 

Poland, where the central bank will decide on rates this 

week. We do not expect any change of rates at this 

meeting, but the wording and further downsizing or 

indication of an earlier stop of the QE program may signal 

a readiness to lift rates already this year. The pressure to 

do so could be even higher if the Hungarian and Czech 

central banks deliver their first hikes already this month 

(on June 22-23). 
 

LCY yields, Eurobond spreads Bond market developments 
  

 
Source: Bloomberg, Erste Group Research 

Last week, there were hardly any movements in CEE 

sovereign bond yields. The European Commission 

published its assessment of Convergence/Stability 

programs last week, in which they recommended that 

fiscal policy be supportive this year and that warning be 

given before premature withdrawal of stimulus/pandemic 

measures. Regarding the start of the consolidation, the 

EC has not communicated any date, just very vaguely 

called for a differentiated approach, taking into account 

the stage of the economic recovery and urgency to fix 

public finances (countries with high medium-term risks). 

All countries have been encouraged to maximize the 

benefits of NGEU funds and boost investments. An 

explicit recommendation was provided to Romania, which 

is the only country under the Excessive Deficit Procedure 

(EDP). Romania was asked to reduce its fiscal deficit 

below 3% of GDP by 2024, and the consolidation path 

proposed is very similar the one proposed by the 

government. Although the path is very ambitious, putting 

some of the intended reforms into milestones of the 

National Recovery Plan could incentivize policy-makers 

(via sweeteners) to implement them. 
 



Erste Group Research 
CEE Market Insights 
7 June 2021 

07 June 2021 
 
 

Erste Group Research – CEE Market Insights                                                                                                                                                               Page 3 

In case you missed 
 

PL: Upward revision of FY21 GDP growth forecast after stronger 1Q21; May inflation rose further 

SK: Foreign demand supported the Slovak economy in 1Q21; April retail sales missed expectations  

CZ: 1Q21 slight decrease in GDP confirmed 

HU: External demand an important growth driver in 1Q21; strong growth of retail sales in April 

SI: 1Q21 GDP headline figure surprised on the upside 

RS: GDP revised upwards by 0.5pp to 1.7% y/y; industry confirmed expectations and retail trade surges in April 

RO: Easter retail trade surge in April  

CEE: OECD outlook shows uneven global recovery; May manufacturing PMIs bring good news 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://www.erstegroup.com/en/research/report/en/SR228808
https://www.erstegroup.com/en/research/report/en/SR229138
https://www.erstegroup.com/en/research/report/en/SR229609
https://www.erstegroup.com/en/research/report/en/SR229614
https://www.erstegroup.com/en/research/report/en/SR229151
https://www.erstegroup.com/en/research/report/en/SR229139
https://www.erstegroup.com/en/research/report/en/SR229604
https://www.erstegroup.com/en/research/report/en/SR228830
https://www.erstegroup.com/en/research/report/en/SR228851
https://www.erstegroup.com/en/research/report/en/SR228845
https://www.erstegroup.com/en/research/report/en/SR228840
https://www.erstegroup.com/en/research/report/en/SR229574
https://www.erstegroup.com/en/research/report/en/SR229237
https://www.erstegroup.com/en/research/report/en/SR229114
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Upcoming releases in CEE 
 

 

Source: Erste Group Resarch 
 

Analyst:       Note: Past performance is not necessarily indicative of future results 
Juraj Kotian  
+43 (0)5 0100 17357 
juraj.kotian@erstegroup.com 
 
 

Katarina Muchova  
+43 5 0100 17336 
katarina.muchova@erstegroup.com  

Date Time Country Indicator Period Survey Erste Est. Prev. Comment

07.Jun CZ Industrial Production (y/y) Apr 55.5% 14.9%
Industrial output driven by foreign demand. The y/y growth is 

significantly affected by the base effect.

CZ Trade Balance Apr 16 16.3 Improved foreign demand implied high surplus in foreign trade.

12:00 RS PPI (y/y) May 7.0%

08.Jun 8:00 RO GDP (y/y) 1Q P -0.2% -0.2% -0.2%
We expect 1Q21 GDP growth to be reconfirmed and the 

breakdown to show services as the main growth driver.

9:00 CZ Retail Sales (y/y) Apr 10.46% 11.3% 6.6%

Improved sentiment of households and pandemic weakening stem 

behind favorable growth of retail sales. The y/y figure affected by 

the base effect.

9:00 HU Industrial Production (y/y) Apr 69.53% 71.0% 16.2%

Pandemic crisis had sharply affected the sector last April, creating 

an extremely low base figure for April 2021. On monthly level, 

industry probably slightly improved.

09.Jun PL Central Bank Rate  Jun 0.1% 0.1% 0.1%

Central bank to remain on hold at June\'s meeting. However, 

changes to asset purchases program cannot be ruled out after 

NBP rejected almost all bids at the latest tender.

8:00 RO Trade Balance Apr -1179.3

9:00 HU CPI (y/y) May 5.3% 5.3% 5.1%

The headline CPI rate probably reached its yearly peak in May. 

Food, fuel and services prices were the most important monthly 

drivers.

9:00 HU Trade Balance Apr P 876

9:00 SK Trade Balance Apr 16 595.34
The easing of restrictions caused rising imports and a lower 

positive trade balance.

10:30 SI Trade Balance Apr 0.12

11:00 HR Trade Balance Mar -6051

10.Jun SK Industrial Production (y/y) Apr 68.0% 24.6%
Good performance of the industry combined with a low base 

resulted in high year-over-year growth.

9:00 CZ CPI (y/y) May 3.13% 3.2% 3.1%
Inflation remains above the tolerance band, mainly as a result of 

tight labor market and sound domestic demand.

10:30 SI Industrial Production (y/y) Apr 15.0% 8.5%
Industrial production recovery expected to further accelerate in 

April

12:00 RS Central Bank Rate  Jun 1.00% 1% We expect the CB to remain on hold

11.Jun 8:00 RO CPI (y/y) May 3.55% 3.57% 3.24%

We expect annual inflation to inch up on low statistical base 

effects. Higher fuel prices and seasonal increase in fresh fruit and 

vegetables behind the monthly CPI rise.

8:00 RO Wages (y/y) Apr 7.68%

12:00 RS CPI (y/y) May 3.1% 2.8%

We see stable monthly CPI developments, hence due to low base 

effects the yearly figure should land around the mid point of the 

target band.
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Forecasts 
 

 

Source: Bloomberg, Erste Group Research 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Government bond yields

current 2021Q3 2021Q4 2022Q1 2022Q2

Croatia 10Y 0.5 0.5 0.5 0.6 0.6

spread (bps) 72 68 66 68 63

Czechia 10Y 1.7 1.8 1.9 2.0 2.0 FX

spread (bps) 189 198 203 203 205 current 2021Q3 2021Q4 2022Q1 2022Q2

Hungary 10Y 2.9 2.9 2.9 2.9 3.0 EURHRK 7.50 7.53 7.53 7.53 7.48

spread (bps) 309 303 306 298 298

Poland 10Y 1.8 2.20 2.40 2.50 2.60 EURCZK 25.43 25.54 25.36 25.08 24.94

spread (bps) 202 238 256 258 263

Romania10Y 3.2 3.5 3.5 3.5 3.6 EURHUF 346.10 355.00 355.00 355.00 355.00

spread (bps) 345 363 361 358 358

Slovakia 10Y 0.2 0.2 0.3 0.4 0.5 EURPLN 4.46 4.48 4.42 4.38 4.35

spread (bps) 37 33 46 43 53

Slovenia 10Y 0.14 0.10 0.10 0.20 0.20 EURRON 4.92 4.96 4.98 4.99 5.03

spread (bps) 35 28 26 28 23

Serbia 5Y 2.5 2.2 2.2 2.1 2.1 EURRSD 117.60 117.40 117.50 117.50 117.40

spread (bps) 270 238 236 218 213

DE10Y* -0.2 -0.2 -0.2 -0.1 0.0 EURUSD 1.22 1.18 1.20 1.20 1.22

* Spreads based on Bloomberg consensus forecast

3M Money Market Rate Key Interest Rate

current 2021Q3 2021Q4 2022Q1 2022Q2 current 2021Q3 2021Q4 2022Q1 2022Q2

Croatia 0.05 0.05 0.05 0.05 0.05

Czechia 0.40 0.67 0.83 0.92 1.16 Czechia 0.25 0.50 0.75 0.75 1.00

Hungary 0.92 0.95 0.95 0.95 0.95 Hungary 0.60 0.90 0.90 0.90 0.90

Poland 0.21 0.21 0.35 0.50 0.60 Poland 0.10 0.10 0.25 0.25 0.50

Romania 1.50 1.60 1.60 1.65 1.65 Romania 1.25 1.25 1.25 1.25 1.25

Serbia 0.88 0.85 0.83 0.83 0.83 Serbia 1.00 1.00 1.00 1.00 1.00

Eurozone -0.55 -0.54 -0.54 -0.54 -0.54 Eurozone 0.00 0.00 0.00 0.00 0.00

Real GDP growth (%) Average inflation (%) Unemployment (%)

2019 2020 2021f 2022f 2019 2020 2021f 2022f 2019 2020 2021f 2022f

Croatia 2.9 -8.0 5.0 5.5 Croatia 0.8 0.1 1.7 1.6 Croatia 6.6 7.5 7.5 6.7

Czechia 2.2 -5.6 3.7 4.4 Czechia 2.8 3.2 2.5 2.3 Czechia 2.0 2.6 3.4 2.8

Hungary 4.6 -5.0 6.9 4.1 Hungary 3.4 3.3 4.2 3.2 Hungary 3.4 4.2 4.2 3.8

Poland 4.7 -2.7 4.8 5.4 Poland 2.3 3.4 4.0 3.5 Poland 5.4 5.9 6.2 5.9

Romania 4.1 -3.9 6.7 4.5 Romania 3.8 2.7 3.7 3.0 Romania 3.9 4.9 5.9 6.1

Serbia 4.2 -1.0 6.0 4.0 Serbia 1.9 1.6 2.5 2.7 Serbia 10.4 9.0 8.9 8.5

Slovakia 2.5 -4.8 4.0 4.8 Slovakia 2.7 1.9 1.6 1.8 Slovakia 5.8 6.7 7.0 6.0

Slovenia 3.2 -5.5 5.0 4.8 Slovenia 1.6 0.0 1.2 1.5 Slovenia 4.4 5.0 5.0 4.8

CEE8 avg 3.9 -4.0 5.1 4.8 CEE8 avg 2.7 2.8 3.3 2.9 CEE8 avg 4.6 5.2 5.7 5.3

Public debt (% of GDP) C/A (%GDP) Budget Balance (%GDP)

2019 2020 2021f 2022f 2019 2020 2021f 2022f 2019 2020 2021f 2022f

Croatia 72.8 88.7 87.2 84.3 Croatia 2.8 -0.8 0.6 0.4 Croatia 0.3 -7.4 -4.2 -3.0

Czechia 31.2 38.4 45.0 48.1 Czechia -0.3 3.2 0.2 0.3 Czechia 0.3 -6.1 -7.0 -2.7

Hungary 65.5 80.4 78.7 76.9 Hungary -0.5 0.1 -0.2 -0.3 Hungary -2.1 -8.1 -7.4 -5.0

Poland 45.6 57.5 57.0 55.0 Poland 0.5 3.5 2.1 1.2 Poland -0.7 -7.0 -4.5 -3.2

Romania 35.3 47.3 49.6 50.8 Romania -4.9 -5.2 -5.9 -5.4 Romania -4.4 -9.2 -7.8 -5.4

Serbia 52.1 57.4 59.2 57.1 Serbia -6.9 -4.3 -3.5 -3.6 Serbia -0.2 -8.0 -6.5 -1.6

Slovakia 48.2 60.3 63.5 63.5 Slovakia -2.7 -2.7 -1.6 -0.9 Slovakia -1.3 -6.1 -6.0 -4.0

Slovenia 65.6 80.8 79.7 76.8 Slovenia 5.6 7.3 6.6 5.8 Slovenia 0.5 -8.4 -7.0 -4.5

CEE8 avg 45.9 57.4 58.5 57.9 CEE8 avg -0.8 0.9 -0.1 -0.4 CEE8 avg -1.2 -7.4 -6.0 -3.7
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Appendix 
 

 
Source: Bloomberg, Erste Group Research  
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