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This week, there will be three MPC meetings in the region — in Romania (today), Poland (on Wednesday) and
Serbia (on Thursday). None of them should bring a rate change, but we think that in Romania it will be a close call.
The NBR is likely to advocate for postponing the rate hike to the next meeting (in February), when a new inflation
forecast for 2018 will be ready. Overall, we expect four 25bp rate hikes in Romania this year. The release calendar
is pretty full this week in CEE. The most interesting will be inflation data for December. In the Czech Republic and
Hungary, inflation will edge down a little bit, due to a base effect. In Romania, inflation should remain flat, but a
substantial increase (above 4%) is expected in 1Q18. In Serbia, inflation should jump to 3.4%, from 2.8%. On
Friday, the Romanian statistical office will publish its second review of the GDP breakdown for 1-3Q17. In the
Czech Republic, the new government led by Babis might fail to win a confidence vote in the Parliament, but
President Zeman has already indicated that Babis would get another nomination to form a government.

In case you missed it last week...

e PMI index went up further in December, suggesting another LCY bonds*
year ahead featuring robust economic growth in CEE 150

¢ Croatia’s finance minister hinted that state budget likely
ended in surplus in 2017

e Czech central government balance ended in slight deficit
(0.1% of GDP) in 2017

Eurobonds**

. *

*

e Romania’s president signed state budget bill that targets 0 | |
deficit at 2.96% of GDP in 2018 100 N s 4o e NS oo o
e CNB’s minutes imply high probability of rate hike in 6 T o= BT oxEan?
February ® accrued interest ® FX gain/loss ® capital gain/loss « TOTAL RETURN

For other events last week, please check respective

On Radar

This year, CEE economies should maintain solid growth dynamics ranging from roughly 3% in Croatia and Serbia
to around 4% in Slovakia, Slovenia and Romania. The structure of the growth should look quite homogenous
across the region, with domestic demand being the pillar of the growth in every country. In particular, the private
consumption outlook remains strong, benefiting from the favorable development on the labor market.
Unemployment rates dropped visibly in 2017 and reached all-time lows in almost all CEE countries, while nominal
wage growth has accelerated lately, supporting a high level of household spending. Further, the increasing inflow of
EU funds should back the investment growth. The stronger than expected recovery of investment in Poland and
Romania (where private investment growth has been quite meager so far) opens up space for a positive surprise to
our CEE growth forecast at 3.6%. Moreover, in Slovakia, the start of production at the new Jaguar Land Rover car
plant should, at the top, translate into a positive contribution of net exports. In other CEE countries, exports should
also keep up the solid performance, supported by the ongoing economic recovery in the Eurozone. However,
strong domestic demand is likely to weigh on the import side, cooling the positive contribution of net exports.. (For
further details, see the next page.)
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Tight labor market conditions support solid growth of private consumption,
while the increasing inflow of EU funds should back investment growth. The
net exports contribution is likely to be negative in most of the countries
except for Slovakia, where the start of production at a new car plant is
export-positive.

Domestic demand to be pillar of growth this year
“What is going to drive GDP growth in CEE this year?”

Croatia: We see growth remaining in largely the same gear as last year, i.e.
we only anticipate a few notches' slowdown vs. the 3.0% expected GDP
growth rate for 2017. Looking at the growth drivers, the headline figure
should continue to receive strong support from domestic demand, though
we expect investments to play a role, as the Agrokor restructuring had a
one-off negative effect in 2017, and, along with tourism, EU funds should
play a more supportive role. The private consumption outlook remains
strong; hence, we anticipate only a modest slowdown vs. 2017, mainly
owing to some inflation acceleration and lack of one-offs (tax reform in
2017). The external demand outlook also remains bold, amid the EU growth
profile and tourism outlook. Net exports are seen remaining modestly in the
red, owing to domestic demand-driven pressures on the import side.

Czech Republic: We expect GDP growth to arrive at 3.4% this year, from
the approx. 4.4% reached in 2017. The economic development remains
favorable, with support from both domestic and foreign demand. Household
consumption, supported by the strong labor market, will be the most
significant factor, with a contribution at 1.9pp. The contribution of investment
expenditures will come in at 1.3pp, due to the economic recovery in the
Eurozone and the current lack of free available employees, which forces
firms to invest more in robotization. On the other hand, the contribution of
net exports will be slightly negative, due to the solid domestic demand and
stronger koruna.

Hungary: In Hungary, tight labor market conditions and sustained soaring
net real wages should further support internal consumption. The contribution
of household spending could be above 3ppt, providing a decisive role in this
year’s economic performance. Meanwhile, the investment boom should also
persist, mainly thanks to EU funds. On the other hand, the contribution of
net exports to GDP growth will likely be negative this year, as improving
internal demand raises import bills. All in all, we expect the economy to grow
by 3.5% annually in 2018. Possible upside risks stem from higher than
expected consumption, while any negative change to global demand for
vehicle products or an unexpected slowdown in the German economy could
negatively affect the prospects for exports.

Poland: We expect GDP growth to arrive at 3.7% in 2018. More than half of
the growth (2.5pp) is likely to be created by private consumption, which will
remain the pillar of the growth, as in 2017. Robust growth of private
consumption will be supported by labor market tightening, mainly solid wage
growth. Moreover, with increasing accumulation of EU funds and improving
sentiment, the investment contribution is expected to become a positive
contributor to GDP growth (1.3pp) this year. General government
consumption should remain relatively stable and is expected to contribute
positively to the overall growth rate. On the other hand, net exports will
remain mostly neutral for GDP growth this year. However, if the robust
development of the external environment translates into strong export

Erste Group Research — CEE Insights Fixed Income and Foreign Exchange Page 2



Erste Group Research

CEE Insights | Fixed Income | Central and Eastern Europe

8 January 2018

growth, as was the case last year, there would be space for a positive
surprise vs. our current GDP forecast.

Romania: We foresee a slowdown of Romania’s economic growth to 4.1%
this year, from 7.1% in 2017, as the generous fiscal stimulus wears off and
the contribution of agriculture to real GDP becomes smaller. Trade and
services will remain at the forefront of economic growth, making a
contribution of 2.5-3pp to real GDP. Export-oriented services like road
transportation and IT could perform well in 2018, too, as external demand
will remain supportive and structural changes in the Romanian economy will
favor these sectors, amidst a transfer of know-how and capital from abroad.
Industrial production will lose some speed, but this is related mainly to a
base effect, after the very strong growth rates seen in 2017. Public
investments are surrounded by risks in 2018, because inflows of EU funds
associated with large infrastructure and regional projects are still small.
Risks to our economic growth forecast are skewed to the upside and are
related mainly to a stronger acceleration of investments than we currently
envisage.

Serbia: After a disappointing 2017 (SORS estimate at 1.9% y/y, EBC call at
1.8% yly), we expect to see a gradual pick-up of economic activity, with the
GDP growth rate estimated at 2.9% y/y. The strongest support for the
growth figure should come from the domestic demand side, as we expect a
stable household consumption pattern, somewhat stronger performance of
government consumption (e.g. public wages and pensions) and acceleration
of investments, private and public. On the other hand, net exports should
have a milder negative contribution, as stronger domestic demand will put
upward pressure on the import side, while exports should maintain their
solid performance, due to the favorable growth outlook of main trading
partners.

Slovakia: We expect GDP growth to speed up to 3.9% this year. Domestic
demand should be the key driver, mainly via household consumption
(+1.6pp contribution), which is benefitting from the ongoing labor market
improvement and good consumer sentiment. Investment should also help
the growth, amidst the good economic environment, gradual pick-up in EU
funds absorption (from the current programming period 2014-20) and private
sector investments. Exports are expected to positively contribute to the
growth (net exports’ contribution: +1.2pp), as they should benefit from the
start of production at the new Jaguar Land Rover car plant in the second
half of the year and the bright outlook of our Eurozone partners. The risks
are mild and mostly balanced: Brexit negotiations and geopolitical tensions
on the one hand; faster investment growth and Eurozone growth on the
other.

Slovenia: After strong growth acceleration towards the 4.5% region in 2017,
we see only a modest cooling down in 2018 and growth remaining close to
4%, i.e. well above the EU28 average. The growth profile should remain
fairly familiar, as domestic demand is set to remain in good shape, with the
private consumption outlook backed by the labor market trajectory,
disposable income trends and consumer confidence. The investment
outlook also remains firm, additionally backed by EU funds gaining traction
as we advance in the 2014-20 financial perspective. Similar to other peers,
the export outlook also looks stable, chiefly due to the main trading partners'
growth outlook. Risks to our current view are balanced.
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Looking ahead

Time Country Indicator

Period

Survey

Erste Est.

08. Jan CZ  Trade Balance Nov 55 8.3 9.7 Effects of solid foreign demand partly offset by higher oil prices.
RO  Unemployment Rate Nov 4%
NBR could keep key rate unchanged at first MPC meeting from 2018;
RO  Target Rate Jan 8 1.75% 1.75% 1.75% more hikes in key rate nevertheless possible in following months due to
risina inflation rate.
8:00 RO  Retail Sales (yy) Nov 13.1% 12.9% Retail sa_les probably helped by non-food segment being affected by
Black Friday promotions.
Industrial production being supported by high domestic as well as foreign
9:00 CZ Industrial Production (yly) Nov 5.7% 3.9% 10.5% demand. However, lack of employees and stronger koruna have been
mitigating production.
9:00 HU Industrial Production (y/y) Nov 7.0 7.2% 7.6% Indu_stry could have k_ept up its momentym, thanks to strong business
confidence and ongoing recovery seen in main export markets.
9:00 HU  Retail Sales (yly) Nov 5.5% 5.50% 6.3% Surging cons_umpnon reﬂegted in sales figures. Black Friday effect may
have helped improvement in non-food category.
11:00 HR  Trade Balance Oct -3690 -5369.7  Trade balance maintaining favorable developments.
09. Jan 8:00 RO  Trade Balance Nov -1 -1318.4  Imports of consumer and intermediate goods rising rapidly.
9:00 HU  Trade Balance Nov P 688 675 495 Surplus declined on yearly level, due to higher import bills.
9:00 SK  Trade Balance Nov 470 505 Pick-up in exports should contribute to good trade balance in November.
10:30 S| Trade Balance Nov 35 0.16 November re_Iease seen as further confirming strong growth rates on both
exports and imports side.
11:00 HR  PPI (yly) Dec 3.6%
10. Jan PL  Target Rate Jan 10 1.5% 1.5% 1.5% Inflation rate ea§ed at turn of year, as expected. Such development
supports flat policy rate scenario.
Yly inflation has been slowing down, mainly due to base effect. Strong
9:00 CZ  CPI(yly) Dec 2.4% 2.4% 2.6% labor market, higher food and oil prices and solid domestic demand still
proinflationary.
Economic recovery in Eurozone and strong labor market have been
9:00 CZ GDP (yly) 3QF 5.0% 5.0% 5% supporting solid economic growth. We expect all main GDP components
contributed positively in 30.
10:30 Sl Industrial Production (y/y) Nov 9.0% 10.8% Industrial production expected to maintain vivid growth momentum.
11:00 HR  Retail Sales (yly) Nov F 5.7%
11. Jan SK  Industrial Production (yly) Nov 5.4% 6.4% Industrial production growth expected to have remained on brisk path.
8:00 RO Industrial Production (yly) Nov 9.0% 9.0% 9.6% Industrial prqductlon probably maintained strong growth rate, helped by
both domestic and external demand.
9:00 CZ  Retail Sales (yly) Nov 3.8% 6.7% 7.0% Sltrong Ialbor market and positive sentiment of households stand behind
high retail sales growth.
12:00 RS  Target Rate Jan 11 3.5% 3.5% NBS seen as remaining on hold in January.
12, Jan 8:00 RO CPI(yly) Dec 3.3% 3.3% 3.23% Annua_l m_flauon rate rising rapidly at present and will exceed NBR target
at beginning of 2018.
8:00 RO Wages (yly) Nov 14.0% 13.5% Stropg wage g_rowth in pgbllc_sgctor and also for low-paying jobs due to
administrative increases in minimum wage.
Trade and services along with agriculture were key contributors to real
. 0, 0, 0,
8:00 RO  GDP (yly) 3QF 8.8% 8.8% 88% oo growth in 3017,
9:00 HU  CPI (yly) Dec 2.2% 2.3% 2.5% Base effect supports slowdown in 12-month rate.
9:00 SK  Wages (yly) Nov 2.5%
12:00 RS  CPI (yly) Dec 3.4% 2.8% We see inflation continuing to move inside NBS target band.

Sources: Bloomberg, Reuters
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On December 28, 2017, Italy’s president set a course for new elections
after signing a decree to dissolve the Parliament. The government set
the election date for March 4, 2018. Based on current poll data, the 5-
star-movement leads with 27-29%, ahead of the socialists, with around
23-25% support. The two center-right-wing parties Forza-Italia and
Lega-Nord taken together have approval rates of around 28-30%.
Based on current electoral law, a party or party alliance would need a
majority of around 40% to form a new government alone, but this goal is
nowhere in sight. Concerning future coalitions, the outlook has changed
quite dramatically, as the Five Star Movement has abandoned its self-
imposed restriction not to participate in government coalitions. This
gives more options for the composition of any future Italian government.
However, the head of the Five Star Movement did not believe a coalition
with right-wing parties would be possible.

For the markets, the risks to Italy’s membership in the Eurozone will be
the crucial topic watched during the coming weeks. We think that the
chances of Italy leaving the monetary union are very low, but the
upcoming election campaigns could make the markets nervous. The
Five Star Movement is no longer insisting on a referendum on EMU
membership, seeing this as only a last resort should the EU refuse to
implement reforms.

Non-farm payrolls increased by 148,000 in December, clearly below
market expectations of a gain of 190,000. In addition, the numbers for
the two previous months were revised downwards by 9,000 in total. The
disappointment was augmented, as ADP (a private human resource
company) data released yesterday had given cause for optimism. The
other relevant numbers of the labor market report matched market
estimates. The unemployment rate remained unchanged at 4.1% and
average hourly earnings increased by 0.3% compared to the previous
month and 2.5% in a yearly comparison.

The week behind us offered little in terms of macro releases, so the
focus switches to the upcoming trade balance release. Following a
robust increase of consumption (5.7% y/y) and weaker output on the
industrial production side (-1.7% y/y, mainly due to a strong base
effect), we expect the remainder of the short-term data for November to
maintain the positive trends, pointing to overall solid developments thus
far contributing to the 4Q17 performance.

Minister of Finance Maric said that, according to their current data,
Croatia reached the first budget surplus in history in 2017. The
favorable fiscal development was the result of higher revenues from a
record-breaking tourist season and improved tax collection. Lower debt
servicing costs and robust holiday spending clearly also fit well into the
picture and allow for stronger than anticipated public debt reduction,
which, according to the MoF, could land close to 78% of GDP as of
December 2017. Needless to say, the better than anticipated fiscal
outcome comes as a tailwind to our baseline scenario that Croatia
should receive a rating upgrade in 2018.

The year started a bit turbulent for the FX market, with the CNB
conducting its first FX intervention early in 2018 (following EUR
345.5mn on the buy side in mid-December 2017), as more pronounced
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appreciation pressures on the exchange rate caused the national bank
to buy an additional EUR 405mn at 7.4535 in order to tame the excess
volatility. Market quotes remained in the middle of the 7.40-45 band,
clearly indicating shifting seasonal pattern towards the appreciation side
(earlier than usual) and suggesting a stronger HRK profile and
potentially a more active CNB role to tame excess HRK gains.

Czech Republic

David Navratil e The CNB minutes revealed that only Vojtéch Benda and Mojmir Hampl

dnavratil@csas.cz voted in favor of increasing interest rates at the CNB board meeting in
December. In our view, the minutes also include confirmation of the
intention to increase interest rates at the CNB meeting in February.
However, uncertainty has increased since the November meeting, as
the current stance of several bank board members is not clear, in our
opinion.

e The EUR/CZK witnessed substantial volatility right after Christmas. The
CZK exchange rate depreciated to 25.9 on December 27, although it
quickly returned to values of around 25.5. This development was
affected by obligatory transfers to the Resolution Fund. We expect that
the current level near 25.5 contains part of the expected February hike.
Thus, if the CNB raises interest rates at the beginning of February, the
koruna should strengthen only relatively slightly towards 25.40.

e The Czech state budget balance ended last year in a slight deficit at
CZK 6bn (0.1 % GDP). The state budget was in surplus until October,
due to high tax income and low investment expenditures; however, it
was then negatively affected by pre-election measures from November,
most importantly by higher wages for state employees.

e Czech Manufacturing PMI reached 59.8 in December, confirming the
positive development of the manufacturing sector.

Hungary

Orsolya Nyeste e The unemployment rate dropped to 3.8% in September-November, from

orsolya.nyeste@erstebank.hu the 4% published for the previous rolling 3-month period. The actual

Gergely Urmossy figure was lower than both the Bloomberg consensus of 4% and our

Gergely.Urmossy@erstebank.hu estimate of 3.9%. Both the activity rate and employment rate increased
slightly, to 62.2% and 59.8%, respectively. Compared to the same
period of the previous year, the number of employed people increased
by 36tsd. The average unemployment rate could have been 4.2% in
2017 and may stand at 4% or a bit lower level this year.

Poland

Katarzyna Rzentarzewska

katarzyna rzentarzewska@erstegroup.com o The CP| flash estimate arrived at 2.0% y/y (0.2% m/m) in December,

below our and market expectations, in line with the expected inflation
easing trend at the turn of the year. The drop in the CPI rate was mostly
driven by base effects. In the coming months, inflation should remain
close to 2.0% and increase only in mid-2018, supporting the dovish
stance of the MPC.
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e The PMI index increased further to 55 in December, showing overall
improvement of the sentiment and ongoing expansion of industry.

e The Ministry of Finance sold PLN 5bn at a regular auction. The 5Y
papers were priced to yield 2.56% and 10Y papers to yield 3.35%. So
far, 32% of this year's borrowing needs have already been financed and
most of the financing should take place in 1H18, keeping the supply at
high levels.

e The zloty strengthen during the week to 4.15 EURPLN.

Romania

Eugen Sinca e We think that Monday’s monetary policy decision will be a close call,

eugen.sinca @bcr.ro with strong arguments in favor of a rate hike quite early in the year. At
the margin, we believe that the NBR would vote to keep the key rate
unchanged at 1.75% on Monday, but basically pre-announce a rate hike
for February, when they will also publish their revised inflation forecast
for 2018. We maintain our outlook of four hikes of the key rate
throughout 2018, as the inflation rate will exceed the NBR'’s target in the
first part of this year, driven mainly by a base effect associated with
previous cuts in taxation. We also think that the NBR would try to strike
a balance between the need to tighten monetary policy and the risk of
an unwanted appreciation of the leu, which would add more pressure to
the C/A deficit. Thus, we see risks to our scenario of four rate hikes in
2018 as balanced, with the recent sharp increase of inflation and the
output gap being counterbalanced by the still favorable global rate
environment, especially related to European countries and he Emerging
Markets complex.

e The 2018 state budget bill was signed into law by President lohannis at
the beginning of January. This year’s state budget is built on economic
growth of 5.5%, an average inflation rate of 3.1%, an average EURRON
FX rate of 4.55 and a budget deficit (ESA95) of 2.96% of GDP. We see
the level of budget revenues as a key element in reaching 2018 fiscal
targets, in the context of a possible slowdown in economic growth, but
also tighter regulations regarding the payment of social insurance
contributions by companies.

Serbia

Alen Kovac e The upcoming rate setting meeting will be the most watched event this
akovac2@erstebank.com week. We see the NBS remaining on hold at 3.5%, i.e. keeping the key
Milan Deskar-Skrbic rate unchanged in the following months, amid stable inflationary
mdskrbic@erstebank.com developments and improving economic conditions.

e The beginning of the year brought renewed depreciation pressures on the
exchange rate, which prompted the NBS to intervene on the FX market
with EUR 60mn on the sell side. The dinar currently settled slightly below
the 120 mark, while on the bond market, we did not see any major
developments, as benchmark yields stayed relatively flat w/w.
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Economic sentiment fell 0.8 points to 101.3 in December, on the back of
lower retail sales, service sector and consumer confidence. Industrial and
construction sector confidence, on the other hand, rose by 3.7 and 1.5
points, respectively. The 3-month moving average of the composite
sentiment index stands at 103.3, down 2.2 points. We expect the growth
in 2017 to have averaged 3.3%.

The Bratislava plant of VW will pause production for four weeks until
January 22. Christmas breaks at PSA and KIA are likely to be much
shorter than that. Overall, though, the winter break at the major car plants
will impact the industrial production and foreign trade statistics for the
respective month accordingly.

Unemployment, as measured by the labor bureaus, fell by 0.19pp to
5.95% in November, reaching a record low yet again. The number of job
vacancies stabilized just below the record high reached last month,
suggesting that we may expect the favorable development of a falling
unemployment rate to continue in the coming months. However, the
issues of tightening on the labor market and lack of a qualified labor force
in some sectors continue.

Producer prices rose by 1.7% y/y in November, slightly below our
expectations. Compared to the previous month, producer prices
increased by 0.2% m/m. Inflationary pressures in production are gradually
re-establishing themselves, albeit not without some volatility

Slovenia was the first among CEE countries in 2018 to successfully issue
a new bond, placing a total of EUR 1.5bn in long 10Y tenor. Strong
interest (book size exceeding EUR 3bn) allowed for more favorable
pricing than the initial guidance, with the final price set at MS+13bp (i.e. a
1.036% yield). We see this latest issuance adding to the already
comfortable Slovenian financing position in 2018.

Yields on the bond market showed mild volatility, amid the recent
issuance, though they generally kept a steady footprint across the curve,
with the EUR 2027 moving around the 0.9% mark.
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Capital market forecasts

current  2018Q1 2018Q2 2018Q3 20180Q4
Croatia 10Y 2.45 2.50 2.60 2.70 2.80
spread (bps) 202 192 191 192 191] [
Czech Rep. 10Y 1.78 1.86 1.89 1.92 1.93 current  2018Q1 2018Q2 2018Q3 20180Q4
spread (bps) 134 128 120 114 104| |EURHRK 7.43 7.55 7.35 7.45 7.55
Hungary 10Y 1.89 2.00 2.00 2.00 2.00 forwards 7.43 7.43 7.43 7.43
spread (bps) 145 142 131 122 111| |EURCZK 25.55 25.40 25.30 25.10 25.00
Poland 10Y 3.23 3.55 3.67 3.91 3.91 forwards 25.57 25.57 25.57 25.57
spread (bps) 279 297 298 313 302| |[EURHUF 308.8 315.0 315.0 315.0 315.0
Romanial0Y 4.43 4.60 4.80 5.10 5.20 forwards 311.9 311.9 311.9 311.9
spread (bps) 400 402 411 432 431| |EURPLN 4.16 4.25 4.23 4.21 4.20
Slovakia 10Y 0.68 0.85 0.90 0.95 1.10 forwards 4.16 4.16 4.16 4.16
spread (bps) 25 27 21 17 21| |EURRON 4.64 4.65 4.65 4.70 4.73
Slovenia 10Y 0.83 0.90 1.10 1.20 1.30 forwards 4.64 4.64 4.64 4.64
spread (bps) 39 32 41 42 41| |[EURRSD 118.7 120.0 120.5 120.0 1215
Serbia 7Y 4.67 4.85 4.85 4.90 4.95 forwards - - - -
DE10Y (BBG)* 0.43 0.58 0.69 0.78 0.89| |EURUSD 1.20 1.13 1.11 1.10 -
current  2018Q1 2018Q2 2018Q3 20180Q4 current  2018Q1 2018Q2 2018Q3 20180Q4
Croatia 0.54 0.40 0.40 0.40 0.40| [Croatia 0.50 0.30 0.30 0.30 0.30
Czech Republic 0.76 0.89 1.11 1.11 1.34| |Czech Republic 0.5 0.75 1.00 1.00 1.25
Hungary 0.03 0.00 0.00 0.00 0.00| [Hungary 0.90 0.90 0.90 0.90 0.90
Poland 1.72 1.73 1.75 1.75 1.99| |Poland 1.50 1.50 1.50 1.50 1.75
Romania 2.01 2.15 2.45 2.70 2.70|] |Romania 1.75 2.25 2.50 2.75 2.75
Serbia 3.09 3.00 3.00 3.00 3.00| |[Serbia 3.50 3.50 3.50 3.50 3.50
Eurozone -0.33 -0.30 -0.30 -0.30 -0.30| [Eurozone 0.00 0.00 0.00 0.00 0.00

Macro forecasts

Real GDP growth (%)

2016 | 2017f | 2018f | 2019f 2018f | 2019f

Average inflation (%)

2016 | 2017f|2018f| 2019f Unemployment (%)

Croatia 32 30 28 29 |Croatia 11 12 16 1.8 |Croatia 131 109 100 9.2
Czech Republic 25 44 34 29 |Czech Republic 0.7 25 22 2.0 |CzechRepublic 40 30 28 32
Hungary 22 39 35 3.3 |JHungary 04 23 32 3.5 |Hungary 51 42 40 39
Poland 28 44 37 3.0 [Poland -06 20 22 23 JPoland 89 74 72 13
Romania 4.8 7.1 41 24 JRomania -15 13 4.0 3.0 JRomania 6.0 A | B | B
Serbia 28 18 29 3.0 |Serbia 16 33 3.7 4.3 |Serbia 153 128 116 111
Slovakia 3.3 33 39 42 |Slovakia -05 13 20 2.3 ]Slovakia 97 82 75 68
Slovenia 3.1 4.6 40 3.5 [Slovenia 0.1 14 16 1.8 ]Slovenia 8.0 6.7 58 51
CEES8 average 3.1 4.6 3.6 3.0 JCEE8average -04 19 26 25 |CEE8average 77 64 61 6.0
Public debt (% of GDP) 2017f|2018f| 2019f C/A (%GDP) 2016 | 2017f Budget Balance (%GDP) |2016|2017f|2018f| 2019f
Croatia 82.7 793 76.2 73.0 |Croatia 25 41 25 15 [Croatia -0.8 -05 -05 -05
Czech Republic 36.8 349 32.8 31.9 |Czech Republic 11 09 07 0.5 |Czech Republic 05 02 01 -02
Hungary 73.9 72.0 70.7 69.7 JHungary 6.1 41 3.7 3.3 JHungary -18 27 -25 -25
Poland 544 549 54.1 53.2 |Poland 03 -02 -05 -1.2 JPoland 24 21 -25 -23
Romania 37.6 36.9 37.0 37.7 |Romania 23 31 37 -3.6 JRomania -30 -30 -34 -29
Serbia 729 65.0 63.8 62.1 |Serbia 42 47 54 -6.7 |Serbia -13 00 -08 -08
Slovakia 51.8 51.2 50.1 47.6 |Slovakia 0.7 00 08 1.2 |Slovakia 22 -15 -10 -06
Slovenia 783 742 725 69.0 |Slovenia 52 64 6.1 54 |Slovenia -1.8 -08 -03 0.0
CEES8 average 53,5 524 51.2 50.1 |CEES8 average 0.5 03 -01 -05 |CEE8average -18 -1.7 -19  -17

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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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.

© Erste Group Bank AG 2018. All rights reserved.
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