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INTEREST RATE OUTLOOK | EUROZONE, USA

When will inflation fall?

Analyst:
Rainer Singer

rainer.singer@erstegroup.com Interest rate development remains uncertain

Both the ECB and the US Fed have reduced the pace of interest rate hikes
since the beginning of the year. This was only partly due to progress in the
fight against inflation. Although the rate of inflation has fallen significantly, this
was largely due to energy prices, which hardly react to interest rates. In
contrast, there has been little (USA) or at best initial (EZ) progress in core
inflation so far.

However, the environment speaks for easing inflationary pressure. Energy
prices, which had risen sharply especially in the Eurozone, have already fallen
significantly, which should also have a positive effect on inflation in other
areas. Globally weak industrial production argues for only moderate price
increases for goods. Where price dynamics are still strong is in services. Here,
catch-up effects after the pandemic are still likely to have an impact, but these
should subside.
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Things are not quite that simple would have been a good headline for the
special topic in which we look at the energy transition and its impact on
electricity prices. Instead, the chapter is entitled Many goals are not yet a plan,
which fits even better.
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ECB - How far will the ECB lift?

The data situation does not make it easy for the ECB. Inflation adjusted for
food and energy (core inflation) is sticky. Monthly price dynamics show only
initial signs of abating. Companies have been able to expand their margins in
the wake of the various crises and are now facing much stronger wage
growth. At the same time, the economy is stagnating and gas prices are
falling. Finally, borrowing is weak and this should not change. The interest rate
hikes since July 2022, and the rise in bond market yields much earlier, are
thus already having an impact.

The ECB has decided to make interest rate decisions dependent on three
criteria. These are the inflation outlook, which essentially means the quarterly
inflation forecasts of the ECB economists, the dynamics of underlying
inflation, for which the above-mentioned core inflation is the best indicator,
and the strength of the transmission of monetary policy, for which lending is
decisive.

As far as the inflation outlook is concerned, we do not expect any major
changes. The EC economists' new forecasts, which will be published at the
upcoming Governing Council meeting in mid-June, should not show any
significant changes. At most, we expect a slight downward revision. It is
foreseeable that assumed gas prices will be lower than in March. It is difficult
to assess what the new forecasts for core inflation will look like. However, we
do not see any reasons for significant changes. Thus, the new inflation
forecasts will probably confirm the ECB's assessment of "too high, too long",
even if inflation rates are expected to fall significantly in the coming years.

The decisive variable for future interest rate decisions, however, will be the
current development of core inflation. What the ECB is waiting for is a visible
easing, for which there are currently only initial signs. However, the
environment suggests that price dynamics should weaken further . The
economy should remain weak and energy prices have fallen sharply. The latter
at least suggests that the part of inflation that was due to the pass-through of
higher energy prices is disappearing. At the same time, however, significantly
higher wage costs pose an upside risk. This is because companies were
already able to increase their margins in last year's difficult environment and
thus raise their prices more than their costs had risen.

The question now is to what extent companies will be able to pass on higher
labour costs. The weak economy argues against this. Falling energy prices are
in the same vein, as they make it more difficult to raise prices. On the other
hand, the labour-intensive service sector is currently the strength of the
economy. Due to the (still) strong demand, further price increases could
therefore be accepted by consumers. This could be helped by the fact that
the fall in energy prices is easing the burden on consumers, even if the real
income losses will remain significant.

The Governing Council's third criterion, the strength of monetary policy
transmission, increasingly justifies a more cautious approach. Lending has
already weakened significantly. The latest Bank Lending Survey (BLS) of
Eurozone banks, published in early May, generally shows a further tightening
of lending conditions and a further weakening of demand for credit. These are
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clear effects of higher interest rates and, as the impact of higher rates is
delayed, further deterioration seems likely. This is another factor arguing for a
weakening of core inflation.

Overall, the inflation outlook is uncertain and thus also where key interest
rates will ultimately find their end point. For us, the arguments in favour of a
decline in core inflation in the coming months are stronger. We therefore
expect two further rate hikes of 25 basis points (bp) each in June and July,
Governing Council. This is also what is currently being priced into the markets.
The risks to this forecast are not evenly distributed but tilted upwards. The
problem is that so far only the May inflation data show an easing of the
situation, which is not enough to assume a trend reversal.

German Bunds have been moving sideways for months, closely following the
US bond market. Here, in turn, the rise in interest rate expectations in
February and the countermovement in March, triggered by the banking crisis,
were decisive. The slope of the German yield curve (10y - 2y) moved around -
40bp, also sideways. Currently, we do not see any significant change in the
environment that should give the bond markets a new direction. Thus, we
expect a volatile sideways movement. The US market will continue to play a
role. However, in our view, yields on 10-year German Bunds are already close
to a long-term equilibrium rate, which argues against significant further
declines. For short maturities, we do not expect yields to fall until next year.
The above-mentioned risks of more persistent inflation and thus higher key
interest rates also apply to the bond market. Short maturities are more
exposed to the risk of higher yields than long ones.

The yield premiums of eurozone government bonds against Germany have
changed little since the beginning of the year. Slight increases can be seen in
France and Spain, which were triggered by bank turbulence in the first half of
March. Afterwards, yield spreads did not quite return to their initial level. The
instrumental in the small fluctuations. Even if the markets are currently calm,
Italy, Spain and France should use the time to initiate the restructuring of their
national budgets. The European Commission's forecasts assume only a slow
reduction of budget deficits, which will still be well above 3% of GDP in 2025.
With these deficits, these countries have little potential to respond to shocks,
which are thus a risk factor.
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US Fed - Pause or end of rate hikes?

At the meeting of the US Federal Reserve's interest rate-setting committee
(FOMC) in early May, the door was opened for at least a pause in monetary
tightening. For the first time in more than a year, there were no clear
indications of further interest rate hikes in the future. Instead, there was talk
of further monetary tightening that "may" be appropriate. We assume that key
interest rates should be left unchanged in mid-June. However, the data
situation makes the interest rate path in the US anything but certain.

Uncertainty about the further course of inflation is certainly contributed to by
the solid economy and the strong labour market. Overall, the US economy has
held up better than generally expected over the past few quarters. As recently
as March, FOMC meeting participants had estimated a median annual growth
rate of 0.4% for the fourth quarter of 2023. In the first quarter of 2023 alone,
the economy already grew by 0.3% quarter-on-quarter, according to an initial
estimate. The labour market is also still robust. The unemployment rate is
stable near historic lows. New jobs are being created at an increasingly slower
pace, but still at a rate that exceeds the increase in the labour force. The
situation is similar for wages. Growth is falling, but is still too high, in the
FOMC's view, to be in accordance with the 2% inflation target.

Inflation has already come down in the US, but as in the Eurozone, the
monthly increases in core inflation are still too high. In the US, however, there
are at least signs that this could change relatively soon. Rental price dynamics
have weakened over the last two months, after significant contributions to
inflation from this side before. Thus, a weakening in the price dynamics of
prices of goods, most recently especially of used cars, rose more strongly. All
in all, this resulted in monthly inflation data that remained too high.

The data thus show that it is certainly too early to sound the all-clear from the
FOMC's perspective. However, the turmoil in the banking sector, which lasted
through March and April, has left its mark on the members of the committee.
Effects on lending are expected, but the extent is still unknown. The negative
impact is in addition to the effects of higher interest rates and makes it
difficult to assess the cumulative impact on lending, economic activity and
ultimately inflation. In any case, caution is warranted. At the beginning of May,
the latest Senior Loan Officer Opinion Survey on Bank Lending Practices
showed that both the availability of credit and the demand for it deteriorated
again in March/April. Weak borrowing is a key reason why Fed economists,
who do not set monetary policy, expect a mild recession in the second half of
2023.

The data mix makes the outcome of the FOMC meeting in mid-June uncertain.
All the more so as the inflation data for May will be published on the first day
of the meeting and will carry weight. The weighting of risks suggests to us
that there will be at least one pause in June and that interest rates will remain
unchanged. Although progress on inflation has certainly been unsatisfactory
from the FOMC's perspective over the past few months, the arguments for
unchanged rates should prevail due to the uncertain development of credit.
Interest rates are already deep in the restrictive range and the rate hikes have
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not yet ignited their full effect. This should allow the FOMC to take a wait-
and-see approach.

For the period after the June FOMC meeting, unchanged interest rates are the
most likely scenario for us. Crucially, real income losses, falling savings and
weak borrowing should lead to a slowdown in economic growth, which in the
inflationary pressures. Moreover, we see a good chance that the momentum
of core inflation will slow soon. The recent stronger momentum in goods
prices lacks a basis. In the US and globally, the manufacturing sectoris in a
weak phase. Stronger increases in goods prices seem unlikely to be
persistent. By the end of the year, economic growth and inflation should have
fallen to an extent that justifies an interest rate cut.

The US bond market has been very volatile so far this year. In February, a
series of economic data surprised the markets and led to a sharp rise in yields.
From March onwards, the focus was on the banking sector and the fear in the
markets led to a significant decline in yields. As interest rate expectations rose
again in May, so did yields. 10-year maturities came close to the levels
reached in February. Short maturities, on the other hand, did not. The market
is following the lead of the FOMC, where the banking crisis has triggered a
accordingly. Due to short maturities, the banking crisis has thus led to a
somewhat less inverted yield curve.

In line with our expectations for inflation and growth, we expect US yields to
fall in the second half of the year. However, the turnaround in the key
macroeconomic variables is not yet clearly visible, so the potential for bond
perform well in US dollar terms. We therefore expect US Treasuries to perform
well in dollar terms. Medium and longer maturities should outperform short
maturities.

While our interest rate expectations are positive for the bond market, the
consequence for the dollar should be a weakening. We expect faster progress
in fighting inflation in the US than in the euro area, which should lead to earlier
rate cuts. This will reduce the interest rate advantage of the dollar over the
euro, which should lead to a considerably weaker dollar.



ERSTES

Group

EU greenhouse gas emissions
in CO2 equivalent kilo tonnes

Erste Group Research
Major Markets & Credit Research
June 2, 2023

Page 6/13

Energy transition: Many goals are not yet a plan

The EU has set ambitious targets for 2030 (and beyond). By then, among
other things, energy consumption is to be reduced, the share of renewable
energies is to be doubled and CO2 emissions are to be reduced by 62%
compared to 2005. To achieve these goals, CO2 taxes will rise and high
investments will be necessary. This means a potential for higher electricity
prices for consumers. However, the actual development of prices will depend
on many factors, including how quickly the share of renewable energies
increases. The energy transition is a complex process and will depend on a
wealth of decisions that still have to be made. The whole process is
embedded in an economic environment, so security of supply, the labour
market and social aspects have to be taken into account. In this article, we
want to focus on the determinants and evaluation of price formation and the
resulting risks.

The EU's targets in many cases mean massive changes in a relatively short
time. The Fit for 55 programme takes its name from the goal of reducing net
greenhouse gas emissions by 55% by 2030, compared to 1990 levels. Based
on 2021 values (the latest available), this translates into an annual reduction
of 4.4%, a significant acceleration from the pace so far. To achieve this, the
EU has set itself a number of sub-targets, including reducing energy
consumption. Final energy consumption is to be reduced by 2.6% annually,
starting in 2022. There has never been such a rapid reduction for either value
and accordingly there are no empirical values.

EU final energy consumption
in oil equivalent kilo tonnes
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By far the largest part of the reductions in greenhouse gas emissions is to be
achieved by almost doubling the share of renewable energy in total energy
consumption from just over 22.1% to 42.5% by 2030, although the exact
extent is still being negotiated.

There is no lack of goals, the problem will be implementation. Where will the
additional sustainable energy come from, how will distribution and storage
work? Even if we assume that the EU will achieve its energy savings targets
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by 2030, the defined target means that almost 70% of electricity production
will have to come from renewables by 2030, up from the current 40%. This
means that production from renewables will have to more than double. When
estimating the necessary investments, studies arrive at widely differing
results, which also depend on the corresponding assumptions. Based on a
study by the Vienna University of Technology', we assume a value of EUR 80
billion per year. In addition, there are costs for network expansion, which the
EU estimates at EUR 580 bn? by 2030, so another EUR 72 bn per year. Finally,
there are the costs of storing energy generated from renewable sources. This
is particularly difficult to estimate as battery prices are in flux due to
technological advances. The EU assumes a storage demand of 200 GW? in
2030, an increase of 140 GW compared to the 60 GW in 2022. Calculated at
EUR 300 per KWH*, this results in an investment requirement of EUR 42 bn,
which is another more than EUR 5 bn per year. According to this rough
estimate, additional expenditure of around EUR 157 bn per year is to be
expected, which corresponds to about 1% of the current GDP.

In terms of the overall economy, it will probably be a relevant but feasible
figure. In any case, these investments are lower than the EU's imports of fossil
fuels (coal, oil, gas), which amounted to EUR 368 bnin 2021 and EUR 735 bn
in 2022. In a hypothetical complete shift away from fossil fuels, these costs
would be eliminated. This puts the amount to be invested in the energy
transition into perspective.

In our view, however, the question is not so much the funds themselves, but
who should bear the risks associated with these investments. After all, the
higher share of renewables means higher risks, as future electricity prices and
the extent of the volume produced, and thus the revenues achieved, are
uncertain. In addition, renewables are much more dependent on an energy
system that - due to the high volatility caused by weather conditions -
includes transport and storage in addition to production. This new
infrastructure must first be created.

The EU's regulatory framework attempts to compensate for the
aforementioned risks by putting a price on CO2 emissions. This is supposed to
increase the price of thermal power generation, which increases the profits
from the production of renewable energies and thus creates incentives to
invest. In fact, however, it is a bit more complicated.

Energy from fossil fuels will be burdened by higher CO2 levies in the future.
Until 2030, the number of available CO2 allowances will be reduced by 4.3 or
4.4% per year. This is ambitious, but must be seen in the context of a
reduction in emissions from industries covered by the ETS (EU Emissions
Trading System) that has already taken place, by just under 3% annually since
2005. From 2026, the free allowances will be reduced, but only slowly at first,
falling to zero by 2034. Finally, the available allowances will be reduced by 90
megatonnes in 2024 and 27 megatonnes in 2026. However, additional

" Study on 2030 Renewable Energy and Energy Efficiency Targets in the EU, TU-Wien, European
Renewable Energies Federation, Energy Economics Group, August 2022

2 EU's green shift depends on mammoth investment in energy grid, document says | Reuters

3 Recommendations on energy storage (europa.eu)

4 Top 10 Energy Storage Trends in 2023 [ BloombergNEF (bnef.com)
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allowances can be made available from a "strategic reserve" (Market Stability
Reserve) in case of "shocks".

We expect that CO2 prices should start slowly and have only a moderate
impact on electricity prices for the time being. The recent introduction of the
CO2 tax in Austria of EUR 35/tonne CO2 will raise the gas price by a mere
0.77 euro cents /| KWH?® and increase to EUR 55/tonne by 2025. The price of
CO2 allowances has recently fluctuated between EUR 80 and 100, but it
should not be forgotten that more than 40% of the allowances are still given
away free of charge (mainly to industries at risk of leaving, but not to energy
producers). For the time being, fluctuations in the gas price should thus play a
greater role for the electricity price.

Ultimately, however, the impact of the CO2 price on the electricity price will
depend on the energy mix. Sweden, for example, has by far the highest CO2
tax, while at the same time electricity prices are around the European average.
The reason is a high share of renewable energies in combination with nuclear
power. Thus the CO2 price has almost no effect on the electricity price. The
example of Sweden shows that the different energy mix in the countries of the
EU will mean that higher CO2 prices will have different effects on electricity
prices in the countries. In the graph below we have deliberately used data
from 2021, before the upheavals caused by the war in Ukraine.

Electricity price and CO2 tax 2021
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Besides a rising CO2 price, the question is how the high investments will
affect electricity prices. This is not only relevant for future inflation rates, but
also determines the willingness to take the risk of these investments. Looking
at the production costs (incl. investments but excl. storage and transport),
renewable energies in the EU were already competitive with fossil energies in
2020°, i.e. even before gas prices rose massively due to the war in Ukraine.

Pricing on the European electricity market is currently based on the merit
order principle. The different power plants are ranked in ascending order

5 Source: Austrian Energy Agency
% Projected Costs of Generating Electricity, IEA 2020
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according to their marginal costs. The price of the most expensive energy
source needed to satisfy demand is the one that all producers participating in
the auction receive. The price of electricity production from thermal energy
(gas. coal) should thus continue to represent the upper limit. Rising CO2 taxes
should ensure that this upper limit moves upwards. However, investments
cannot not be passed on indefinitely and prices cannot be raised indefinitely.
Individual electricity producers will have no price-setting power, but will (have
to) sell the available quantities at the market price.

A higher share of renewable energies is therefore not a one-way street, for
which producers can expect ever higher prices and revenues. This is because
renewable energies are not only renewable, but also produce electricity
irregularly. The greater the share of electricity from photovoltaics (PV) and
wind, the more often phases can be expected in which thermal electricity
production is not used. Due to the merit order, this means relatively low prices
for all affected renewable energy producers. If production conditions are
favourable (a lot of sun and wind), low prices can thus be assumed. Already
now, negative electricity prices occur in phases when production exceeds
demand. Very poor production conditions are also a risk for renewable energy
producers, as they will not be able to deliver despite demand.

Both low prices due to high electricity production from renewable sources and
uncertainty about sun and wind hours are risks for renewable energy
revenues. "The solution" is storage in sufficient capacity that allows
renewable energy to be matched to demand. The availability of storage
facilities with sufficient capacity - preferably in local proximity to (large)
consumers in order to have as few transmission losses as possible during
transport and distribution - is thus a key to future attractive prices. However,
these capacities must first be created. Complementary to storage is the
question of sufficient networks, i.e. the distribution of electricity. The creation
of this necessary infrastructure for a new energy system is still open and
requires coordinated planning and control. This uncertainty is certainly also an
obstacle to investment in renewable energy.

The final electricity price will also depend on the extent to which consumption
will adapt to the new production conditions. The incentives for this should
grow due to more fluctuating electricity prices. The digitalisation on the side
of recipients is necessary for the optimal adjustment of demand; how quickly
this will be implemented is another open question.

Summary

The energy transition has only just begun and many decisions on the path to
climate neutrality have yet to be made. Accordingly, long-term forecasts for
electricity prices are conceivably difficult. The EU has set itself the goal of
making energy from fossil sources more expensive through CO2 taxes.
However, many factors will affect the future price of electricity. Due to a
higher share of renewable energies, thermal power plants will be needed less,
which in itself will lead to lower prices. High investments in renewable
energies are another cost factor. However, it must be taken into account that
for the time being electricity production with gas and coal will represent a
price cap. In addition to the CO2 price, the wholesale prices for these raw
materials will thus remain an important factor for the electricity price. When



ERSTES

Group

Erste Group Research
Major Markets & Credit Research
June 2, 2023

Page 10/13

estimating the costs of investments in renewable energy, one must also take
into account the concurrent elimination of the high running costs of electricity
production with fossil fuels. Gas, oil and coal cost money, whereas solar and
wind do not.

How electricity prices will develop will thus depend on the CO2 price,
commodity prices, the speed of the switch to renewable energies and the
energy mix, and will differ among the countries of the EU. The speed of the
switch will in turn depend on how quickly the necessary infrastructure of
electricity grids and storage can be built.
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Forecasts’

GDP 2021 2022 2023 2024

Eurozone 5.3 3.5 0.6 1.2

us 5.7 2.0 1.4 11

Inflation 2021 2022 2023 2024

Eurozone 2.6 8.4 5.6 2.7

us 4.7 8.0 4.0 1.9

Interest rates current Sep.23 Dec.23 Mar.24 Jun.24
ECB MRR 3.75 4.25 4.25 4.25 4.00
ECB Deposit Rate 3.25 3.75 3.75 3.75 3.50
3M Euribor 3.46 3.72 3.74 3.77 3.54
Germany Govt. 2Y 2.72 2.90 2.80 2.70 2.60
Germany Govt. 5Y 2.26 2.50 2.40 2.40 2.30
Germany Govt. 10Y 2.26 2.20 2.20 2.20 2.30
Swap 10Y 2.92 2.70 2.70 2.70 2.80
Interest rates current Sep.23 Dec.23 Mar.24 Jun.24
Fed Funds Target Rate* 5.08 5.13 4.88 4.63 4.38
3M Libor 5.50 5.21 4.96 4.71 4.21
US Govt. 2Y 4.36 3.90 3.59 3.31 3.06
US Govt. 5Y 3.71 3.20 3.10 3.00 2.90
US Govt. 10Y 3.61 3.10 2.90 2.90 2.80
EURUSD 1.07 1.14 1.16 1.18 1.19

*Mid of target range

Prices as of 01. Jun 2023
Source: Market data provider, Erste Group Research

7 By regulations we are obliged to issue the following statement: Forecasts are no reliable indicator
of future performance.
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Elena Statelov, CIIA® (Corporate Bonds)

Gerald Walek, CFA® (Euro, CHF)

CEE Equity Research

Head: Henning EBkuchen

Daniel Lion, CIIA® (Technology, Ind. Goods&Services)
Michael Marschallinger, CFA®

Nora Nagy (Telecom)

Christoph Schultes, MBA, CIIA® (Real Estate)
Thomas Unger, CFA® (Banks, Insurance)

Vladimira Urbankova, MBA (Pharma)

Martina Valenta, MBA

Croatia/Serbia
Mladen Dodig (Head)
Boris Pevalek, CFA®
Marko Plastic

Matej Pretkovic

Iva Tomic

Bruno Barbic

Davor Spoljar, CFA®

Czech Republic
Petr Bartek (Head, Utilities)
Jan Safranek

Hungary

Jozsef Mir6 (Head)
Andras Nagy

Tamas Pletser, CFA®

Poland

Cezary Bernatek (Head)
Piotr Bogusz

tukasz Janczak
Krzysztof Kawa

Jakub Szkopek

Romania
Caius Rapanu

Group Markets

Head of Group Markets
Oswald Huber

Group Markets Retail and Agency Business
Head: Christian Reiss

Markets Retail Sales AT
Head: Markus Kaller

Group Markets Execution
Head: Kurt Gerhold

Retail & Sparkassen Sales
Head: Uwe Kolar

Markets Retail Sales CZ
Head: Roman Choc

Markets Retail Sales HUN
Head: Peter Kishazi

+43(0)5 0100 11902

+43 (0)50100 17357
+43 (0)5 0100 17356
+43 (0)5 0100 17384

+3857237 1383
+38572 37 1443
+385 7237 2419

+420 956 765 439
+420 956 765 192
+420 956 765172

+361 268 4428
+361 2725115

+40 373510108
+40 3735 10435
+40 3735 10436
+40 7867 15618

+421 2 4862 4185
+421 902 213 591

+43 (0)50100 11909
+43 (0)50100 16314
+43 (0)5 0100 19835
+43 (0)50100 11957
+43(0)50100 11183
+43 (0)5 0100 85509
+43 (0)5 0100 16574
+43 (0)5 0100 19632
+43 (0)5 0100 17331
+43 (0)50100 17203
+43 (0)5 0100 19641
+43 (0)5 0100 16360

+43 (0)5 0100 19634
+43 (0)5 0100 17420
+43 (0)5 0100 17906
+43 (0)5 0100 17416
+43(0)5 0100 11523
+43 (0)5 0100 17344
+43(0)5 0100 17343
+43(0)5 0100 11913

+381112209178
+385 99 237 2201
+38599 237 5191
+385 99 237 7519
+385 99 237 1662
+38599 237 1041
+385 72 37 2825

+420 956 765 227
+420 956 765 218

+361 2355131
+361 2355132
+361 2355135

+48 22 257 5751
+48 22 257 5755
+48 22 257 5754
+48 22 257 5752
+48 22 257 5753

+40 3735 10441

+43 (0)5 0100 84901

+43 (0)5 0100 84012

+43 (0)5 0100 84239

+43 (0)5 0100 84232

+43 (0)5 0100 83214

+420 956 765 374

+36 12355853

GM Retail Products &Business Development
Head: Martin Langer

Corporate Treasury Product Distribution AT
Head: Martina Kranzl-Carvell

Group Securities Markets
Head: Thomas Einramhof

Institutional Distribution Core
Head: Jirgen Niemeier

Institutional Distribution DACH+
Head: Marc Friebertshauser
Bernd Bollhof

Andreas Goll

Mathias Gindele

Ulrich Inhofner

Sven Kienzle

Rene Klasen

Christopher Lampe-Traupe
Danijel Popovic

Michael Schmotz

Klaus Vosseler

Slovakia

Sarlota Sipulova

Monika Smélikova

Institutional Distribution CEE & Insti AM CZ
Head: Antun Buri¢
Jaromir Malak

Czech Republic
Head: Ondrej Cech
Milan Barto$

Jan Porvich

Institutional Asset Management Czech Republic

Head: Petr Hole¢ek
Petra Madérova
Martin Pefina

David Petracek

Blanka Weinerova
Petr Valenta

Croatia

Head: Antun Buri¢
Zvonimir Tuka¢
Natalija Zujic

Hungary

Head: Peter Csizmadia
Gabor Bélint

Adam Szényi

Romania and Bulgaria
Head: Octavian Florin Munteanu

Group Institutional Equity Sales
Head: Michal Rizek

Werner Fiirst

Viktoria Kubalcova

Thomas Schneidhofer

Oliver Schuster

Czech Republic
Head: Michal Rizek
Jifi Fere$

Martin Havlan

Pavel Krabi¢ka
Poland

Head: Jacek Jakub Langer
Tomasz Galanciak
Wojciech Wysocki
Przemyslaw Nowosad
Grzegorz Stepien
Croatia

Matija Tkalicanac
Hungary

Nandori Levente
Krisztian Kandik
Balasz Zankay
Romania

Liviu Avram

Group Fixed Income Securities Markets
Head: Goran Hoblaj

Fixed Income Flow Sales
Head: Gorjan Hoblaj
Margit Hraschek
Christian Kienesberger
Ciprian Mitu

Bernd Thaler

Zsuzsanna Toth

Poland

Pawel Kielek

Michal Jarmakowicz

Fixed Income Flow Trading
Head: Gorjan Hoblaj

Group Fixed Income Securities Trading
Head: Goran Hoblaj

Group Equity Trading & Structuring
Head: Ronald Nemec

Business Support
Bettina Mahoric

+43(0)50100 11313

+43 (0)5 0100 84147

+43 (0)50100 84432

+49 (0)30 8105800 5503

+49 (0)711 810400 5540
+49 (0)30 8105800 5525
+49 (0)711 810400 5561
+49 (0)711 810400 5562

+43(0)5 0100 85544

+49 (0)711 810400 5541
+49 (0)30 8105800 5521
+49 (0)30 8105800 5523

+49 1704144713
+43 (0)5 0100 85542

+49 (0)711 810400 5560

+421 248625619
+421 2 4862 5629

+385 (0)7237 2439
+43 (0)5 0100 84254

+420 2 2499 5577
+420 2 2499 5562
+420 2 2499 5566

+420 956 765 453
+420 956 765178
+420 956 765 106
+420 956 765 809
+420 956 765 317
+420 956 765 140

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

+36 1237 8211
+36 1237 8205
+36 12378213

+40 746128914

+420 224 995 537

+43(0)50100 83121
+43 (0)50100 83124
+43 (0)5 0100 83120
+43(0)5 010083119

+420 224 995 537
+420 224 995 554
+420 224 995 551
+420 224 995 411

+48 22257 5711
+48 22 257 5715
+48 22257 5714
+48 22 257 5712
+48 22 257 5713

+3857237 2114
+3612355141
+36 12355162
+36 12355156

+40 3735 16569

+43 (0)50100 84403

+43 (0)5 0100 84403
+43 (0)5 0100 84117
+43 (0)5 0100 84323
+43 (0)5 0100 85612
+43(0)5 0100 84119
+36 1237 8209

+48 22 538 6223

+43 50100 85611

+43 (0)5 0100 84403

+43 (0)50100 84403

+43(0)50100 83011

+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 general information pursuant. 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
a marketing communication pursuant to Art. 36 (2) delegated Regulation (EU) 2017/565 as no direct buying incentives were
included in this publication, which is of information character. This publication does not constitute investment research
pursuant to Art. 36 (1) delegated Regulation (EU) 2017/565. 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 is not registered or certified as a credit agency in accordance with Regulation (EC) No 1060/2009 of the
European Parliament and of the Council of 16 September 2009 on credit rating agencies (the Credit Rating Agencies
Regulation). Any assessment of the issuers creditworthiness does not represent a credit rating pursuant to the Credit Rating
Agencies Regulation. Interpretations and analysis of the current or future development of credit ratings are based upon
existing credit rating documents only and shall not be considered as a credit rating itself.
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