Erste Group Research
CEE Macro Research

01 July 2024

Page 1/7

CEE MARKET INSIGHTS

Two more central banks meet this week
This week in CEE

The economic release calendar for this week starts on Monday, with Hungary reporting its final trade balance for April.
Romania follows on Tuesday July 2 with its May unemployment rate, last recorded at 5.30%, and the Producer Price
Index. Croatia will release preliminary inflation data for June on the same day, with our estimate of 2.70% indicating a
continued downward trend in inflation. The first central bank meeting this week will conclude on Wednesday, when the
NBP announces its rate decision; it is expected to maintain the current 5.75%. Moreover, a new round of forecasts for the
Polish economy will be published. Slovakia's Retail Sales for May are anticipated on July 4, with an estimate of 6.50%
growth. On Friday, Romania is expected to reduce its key rate by 25bp to 6.75%, as fiscal risks and strong wage growth
have delayed the cut in May. Romanian Retail Sales for May are also due, with a growth estimate of 6.60%, supported by
strong real wage growth. Hungary's Retail Sales for May are expected to show a modest recovery, with a y/y increase of
3.90%, reflecting improved consumer confidence and positive real wage trends.

Monday Tuesday Wednesday Thursday Friday
HU: Trade RO: Unemployment, PPI PL: Key rate SK: Retail RO: Key rate, Retail
CZ, HU, PL, RO: PMI HR: Inflation HU: Industry, Retail
SI: Trade
RO: 2033, T-bills HU: 3M T-bill HU: 6M T-bill HU: 12M T-bill
RO: 2031, T-bill
FX Market FX market developments
40%  Depreciation In a surprising move last week, the CNB reduced interest

rates by 50bp, bringing the principal rate down to 4.75%.
The market had largely anticipated a more modest cut of
25bp. The CNB's decision, wavering between a 25- and
50-point cut, appears to have been influenced by the belief
I that the existing rate was excessively high in relation to
0.0% .

2.0%

projected inflation, thus negating any rationale for

[
o o postponement. Despite this unexpected move, our
medium-term forecast remains unchanged. We maintain
° ° our projection of the CNB's principal rate at 4% by year-
o ® end, with potential upward risks of 4.25% or 4.50%. As a
ppreciation - .
20% result of the decision, the Czech koruna slightly
EURCZK EURHUF EURPLM EURRCM EURRSD

depreciated and went above 25 against the euro. Over the
® vy10 ® ww @ Expected move until end of Q2 . . .
Source: Erste Group Research, Refritiy last week, other CEE currencies remained relatively stable,
Source: Bloomberg, Erste Group Research except for the zloty, which appreciated below 4.30 at the
beginning of the week, reverting some of the gains as the
week progressed.

This week, locally, central banks in Poland and Romania
keep the rate setting meeting and Romania should begin
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LCY yields, Eurobond spreads

LCY Bond Yields (%)

RO 10Y 6.86 (0.08)

HU 10v 6.8 (-0.06)

RS 10Y 5.82(0)

PL10Y 565 (-0.03)

CZ10Y 4.13 (-0.01)

BG 10 4(0)

‘Source: Erste Group Research, Refinitiv
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Eurobond spreads (pp)

I -2 (0.06)

I : .44 (-0.05)
I 101 (-0.07)
I 149 (-0.05)
I 1.21(0.01)

. 11100

B .09 0)

B 103 (0.11)

I 1.01-0.06)

B o53(0.1)

Il o.7 -0.03)

‘Source: Erste Group Research, Refinitv

Source: Bloomberg, Erste Group Research

In case you missed

SK: Diving into Slovak competitiveness

HU: High pressure economy: What have we learned?

RO: ESI suggests GDP acceleration in 2Q24

CZ: CNB has decided to take a more significant step

PL: Last month in toleration band

HR: Consumption maintaining robust footprint

HR: Headline figure remains in the negative area
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monetary easing. Global developments such as flash
inflation in the Eurozone and snap elections in France may
also influence the FX market in the region.

Bond market developments

The CEE bond market entered the summer season with
very limited movement. Issuance is also expected to calm
down in the next couple of months, as six CEE countries
have already completed over 70% of their 2024 net
issuance by the end of June. Croatia is preparing to place
3-year and 10-year bonds in the coming weeks, aiming to
raise EUR 2bn. The first issuance will primarily target retail
investors (approx. EUR 750mn), while the 10-year paper
(about EUR 1.25bn) will be offered to institutional investors.
After placing these bonds, Croatia will have completed 2/3
of its gross issuance, leaving only EUR 1bn to borrow for
the remainder of the year.
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Upcoming releases in CEE

Time  Country Indicator Period  Erste Est. Pre Comment

01. Jul 08:30 HU Trade Balance Apr F 1766.00

02. Jul 08:00 RO Unemployment Rate May 5.30%
08:00 RO PPI (yly) May -3.96%
11:00 HR CPI (yly) Jun P 2.70% 3.30% Inflation to remain on a downward path
11:00 HR CPI (m/m) Jun P 0.10%

03. Jul PL Central Bank Rate Jul 03 5.75% 5.75%

04. Jul 09:00 SK Retail Sales (y/y) May 6.50% 9.60%

We expect the NBR to cut monetary policy rate by 25bp to 6.75% at
the 5 July Board meeting. Fiscal risks, strong wage increases and
05. Jul RO Central Bank Rate Jul 05 6.75% 7.00% the acceleration in consumer lending were cited by the NBR at May
meeting as reasons to delay the first rate cut, highlighting that the
decision-making is data dependen
Confidence indicators suggest a slight contraction in monthly terms
while strong real wage growth moderates this effect. The annual

08:00 RO Retail Sales (y/ Ma) 6.60% 9.50%
: o) v ? ? figure still benefits from favorable base effect and remains quite
strona.
08:30 HU Retail Sales (y/y) May 3.00% 0.03 Slow recovery to have continued, based on positive real wages and

some improvement in consumer confidence.

Source: Erste Group Resarch

Analyst: Note: Past performance is not necessarily indicative of future results
Jakub Cery

+43(0)5 0100 17338

jakub.cery@erstegroup.com

Juraj Kotian
+43(0)5 0100 17357
juraj.kotian@erstegroup.com



Forecasts

Czechia 10Y 4.13 4.02 3.87 3.70 3.56
Hungary 10Y 6.80 6.42 6.37 6.05 5.95
Poland 10Y 5.65 5.50 5.40 5.40 5.20
Romanialoy 6.86 6.90 6.80 6.70 6.50
Serbia 10Y 5.82 5.80 5.60 5.50 5.30
Croatia 10Y 83.00 100.00 100.00 100.00 95.00
Slovakia 10Y 109.00 125.00 120.00 120.00 FALSE
Slovenia 10Y 70.00 80.00 80.00 80.00 80.00
DE10Y yields 2.50 2.40 2.50 2.60 2.60

3M Money Market Rate
Friday's close  2024Q3 2024Q4 2025Q1 2025Q2

Czechia 4.71 4.52 4.02 3.91 3.83
Hungary 6.89 6.75 6.55 6.35 6.10
Poland 5.85 5.60 5.40 5.20 4.65
Romania 6.01 5.72 5.32 5.62 5.37
Serbia 5.45 4.98 4.54 4.13 3.70
Eurozone 3.71 3.40 3.09 2.86 2.64

Friday's close
EURCZK 25.01 24.73 24.60 24.50 24.39
EURHUF 394.86 390.00 390.00 390.00  390.00
EURPLN 4.31 4.25 4.20 4.25 4.30
EURRON 4.97 4.99 5.00 5.02 5.05
EURRSD 116.85  117.15 117.20 117.20  117.10
EURUSD 1.07 111 1.13 114 114

Key Interest Rate (deposit facility in Eurozone)
Friday's close  2024Q3 2024Q4 2025Q1

Czechia 4.75
Hungary 7.00
Poland 5.75
Romania 7.00
Serbia 6.25
Eurozone 3.75

Real GDP growth (%)
20

22 2025f
Croatia 7.0 2.8
Czechia 2.4 31
Hungary 4.6 35
Poland 5.6 35
Romania 4.1 3.4
Serbia 25 4.0
Slovakia 19 16 20 2.7
Slovenia 25 16 2.3 2.4
CEE8 avg 4.3 0.7 25 33
Public debt (%
2022 2023e 4f 2025f
Croatia 67.8 63.0 61.4 59.7
Czechia 44.2 44.0 44.9 45.1
Hungary 741 73.5 73.6 725
Poland 49.2 49.6 53.0 55.0
Romania 475 48.8 49.6 49.6
Serbia 55.2 52.0 51.8 51.3
Slovakia 57.7 56.0 58.2 59.6
Slovenia 72.3 69.2 68.1 67.0
CEES8 avg 52.9 52.7 54.4 55.1

Source: Bloomberg, Erste Group Research

Average inflation (%)
2022 2023e 2024f 2025f ‘

Croatia 10.8 8.1 . 25
Czechia 15.1 10.7 2.8 2.6
Hungary 145 17.6 42 4.0
Poland 14.3 11.6 35 3.8
Romania 13.7 10.5 5.2 3.7
Serbia 11.9 12.1 4.4 3.1
Slovakia 12.8 10.5 3.0 3.0
Slovenia 8.8 7.4 2.6 2.4
CEE8 avg 13.8 11.6 3.7 3.4
CIA (%GDP) ‘
22 e Z 5f
Croatia -2.8 11 0.5 0.0
Czechia -6.1 12 0.5 0.9
Hungary -8.4 0.2 0.4 0.7
Poland -3.3 16 0.0 -1.0
Romania -9.2 -7.0 -6.9 -6.8
Serbia -6.9 -2.6 -3.9 -4.7
Slovakia -7.4 -1.0 -1.2 -0.4
Slovenia -1.0 45 32 28
CEE8 avg -5.6 -0.3 -1.2 -1.5

Erste Group Research
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Unemployment (%)

2022 2023e 2024f 2025f
Croatia 7.0 6.1 5.6 55
Czechia 22 2.6 31 3.6
Hungary 36 41 45 3.9
Poland 5.1 52 5.1 5.0
Romania 5.6 5.6 5.3 5.2
Serbia 9.4 9.5 8.9 8.6
Slovakia 6.1 5.8 5.7 5.7
Slovenia 4.0 3.7 3.7 3.6
CEE8 avg 4.8 4.9 4.9 4.9
Budget Balance (%GDP)
2022 2023e 2024f 2025f

Croatia 0.1 -0.7 -2.4 -1.5
Czechia -3.2 -3.7 -2.7 -2.3
Hungary -6.2 -6.7 -5.2 -4.1
Poland -3.4 -5.1 -55 -4.0
Romania -6.3 -6.6 -6.5 -5.0
Serbia -3.1 -2.2 -2.2 -1.5
Slovakia -1.7 -4.9 -6.0 -5.0
Slovenia -3.0 -25 -3.0 -25
CEES8 avg -3.9 -4.9 -4.9 -3.8
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Martin Pefina

David Petracek

Blanka Weinerova
Petr Valenta

Croatia

Head: Antun Buri¢
Zvonimir Tuka¢
Natalija Zujic

Hungary

Head: Peter Csizmadia
Gabor Balint

Gerg6 Szabo

Romania

Head: Octavian Florin Munteanu

Group Institutional Equity Sales
Head: Michal Rizek
Werner First

Viktoria Kubalcova
Thomas Schneidhofer
Oliver Schuster
Czech Republic
Head: Michal Rizek
Jifi Fere$

Martin Havlan

Pavel Krabicka
Poland

Head: Jacek Jakub Langer
Tomasz Galanciak
Wojciech Wysocki
Przemyslaw Nowosad
Maciej Senderek
Croatia

Matija Tkalicanac
Hungary

Nandori Levente
Krisztian Kandik
Balasz Zankay
Romania

Valerian lonescu

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
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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 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. All rights reserved.
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