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Ongoing monetary easing in CEE

On the Radar

e Czech central bank lower key policy rate to 4.25% on Wednesday
e Producer prices in Slovakia dropped by 8.4% y/y in August.
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Economic developments

Monetary easing is underway in all CEE countries but
Poland. Since the beginning of the year, the Czech
central bank has lowered the key policy rate by 250 basis
points, including yesterday's move. Hungary
implemented cuts worth 425 basis points as the key
interest rate decreased from 10.75% at the beginning of
2024 to 6.5% at the last meeting on Tuesday.
Latecomers to monetary easing such as Romania and
Serbia also lowered the key policy rates by 50 and 75
basis points, respectively, which is similar to major
central banks such as the ECB and FOMC. Only Poland
has kept the key policy rate unchanged this year, and we
expect March 2025 to be the earliest date when the
interest rates in Poland could change. In other countries,
we still see room for monetary easing this year and
throughout 2025. Inflation is expected to fall moderately
further next year, while weakening growth prospects will
diminish inflationary pressure, making central banks
more comfortable with further steps.
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Market developments

There are two main highlights from Wednesday's
decision by the Czech central bank. First, the vote was 6-
1, with one board member advocating for a 50 basis point
rate cut due to a lower perceived risk from inflation.
However, the majority of the board preferred to exercise
caution, maintain a tight monetary policy, and carefully
consider further rate cuts. Second, the board made no
commitments for the next meeting. The future path of
interest rates will depend on risk assessments, new data,
and the monetary policies of major central banks, among
other factors. We observe an increasing probability of a
potential rate cut in December, driven by weak
macroeconomic conditions in Germany and declining fuel
prices. In Poland, the MPC member Iwona Duda
confirmed our expectations for monetary easing talks to
begin in March 2025 at the earliest. Today, the
Hungarian central bank will present the new inflation and
growth forecast. Nothing has changed on the FX market,
with the Czech koruna and the Hungarian forint
remaining weaker against the euro this week. The long
end of the curve has shifted down slightly across the
region.
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Upcoming releases in CEE

Date Time Country Indicator Period Survey  Erste Est.

26. Sep  09:00 SK PPI (yly) Aug -7.5% -9.1%
27. Sep 08:30 HU Unemployment Rate Aug 4.2% 4.3%
10:30 Sl Retail Sales (y/y) Aug 6.1%

FX Market 3M Market 10Y Yields

Change (%) Change (bps) Change (bps)
Last Last Last
d/d w/w d-d W -W d-d W-w
EUR/CZK 25.14 0.4 0.4 CzZK 4.27 -1 -4 Cz 10Y 3.72 -2 2
EUR/HUF 395.01 0.2 0.2 HUF 6.35 -6 -11 HU 10Y 6.07 -3 2
EUR/PLN 4.27 0.3 -0.1 PLN 5.85 0 0 PL 10Y 5.30 0 -1
EUR/RON 4.97 0.0 0.0 RON 5.55 0 0 RO 10Y 6.68 2 -9
EUR/RSD 116.96 0.0 0.0 RSD 4.94 0 -1 HR 10Y 3.19 1 -2
EUR/USD 111 -0.4 0.1 EUR 3.35 -5 -11 SK 10Y 3.26 6 -3
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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. 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 provides only other information without
making any comment, value judgement or suggestion on its relevance to decisions, which an investor may make and is therefore also no
recommendation. Thus, 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 for a transaction in
any financial instrument or connected financial instruments, 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 financial or connected financial
instrument in a trading strategy.

Information provided in this publication is 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 does 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 a financial or connected financial instrument is not indicative for future results. No assurance can be given that any
financial instrument or connected 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 financial instruments incl. connected financial instruments.

Erste Group, principals or employees may have a long or short position or may transact in financial instrument(s) incl. connected financial
instruments 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 financial instruments, connected financial instruments or companies resp. issuers discussed herein and may also perform or
seek to perform investment services for those companies resp. issuers. 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 restrictions.

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.

© Erste Group Bank AG 2024. Al rights reserved.
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