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CEE MARKET INSIGHTS

GDP growth data in spotlight

This week in CEE

Several CEE countries will release flash estimates of 2Q24 GDP growth. We already know how Czechia, Hungary and
Serbia performed and this week we will find out about Poland, Romania, Slovakia and Slovenia. In all four countries, we
expect growth dynamics of close to or above 2% in y/y terms. Further, in Romania, Serbia and Czechia we will see July's
inflation footprints. Croatia, Poland and Slovakia will release July's inflation numbers as well, but it will either be the final
estimate (Croatia and Poland) or following July's HICP flash release (Slovakia). As for price development, Czechia will also
publish July's producer price. Finally, Romania and Serbia will release current account data for June, and Poland will
publish trade data. On Friday, after market closes, Fitch will publish rating decision for Czechia. We do not expect any
change.

Monday Tuesday Wednesday Thursday Friday
RO CZ RS: Inflation RO: Current Account RO SK PL SI: 2Q24 GDP SK: Inflation HR: Infaltion (final)
SK RO: Wages PL: Trade RO: Industry CZ: Producer prices

PL: Inflation (final)

RO: 2029 Bonds HU: Bills
FX market FX market developments
40%  pepreciation Throughout last week, the Czech koruna and the Hungarian
forint strengthened against the euro while the Polish zloty
depreciated. In Romania and Serbia, the central banks held
- rate-setting meetings and in Romania the key interest rate
was lowered to 6.5% while the Serbian central bank
remained on hold. As for other news, the Romanian central
. . . bank Igwered their yea.r—end ihflatk.)n forecast to 4%,
0.0% - . _—— — matching our expectation for inflation developme.nt in the
I second half of the year. We expect monetary easing to
° continue for the remainder of the year both in Romania and
ppprecaton L Serbia. This year, July's inflation footprints in Romania and
20% o CURHUE CURPL CURRON CURRSD Czeghia may have some.marl.<e.t impact, namely in Czechia.
@YD © WW @ Expacted move untll and of @3 At this point, the market is pricing in further rate cuts, so
Sowte. Erste Group Research. Refiritv that the key interest rate is below 4% at the end of the
Source: Bloomberg, Erste Group Research year. If inflation proves to be lower than expected, it may

further fuel expectations for more aggressive monetary
easing. In Hungary, on the other hand, the higher inflation
rate cooled expectations for more pronounced rate cuts
this year.
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LCY yields, Eurobond spreads
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‘Sowrce: Erste Group Research, Refinitiv

Source: Bloomberg, Erste Group Research

In case you missed

Erste Group Research
CEE Macro Research
12 August 2024

Page 2/8

Bond market developments

After the sudden compression of yields caused by the sell-
off on global equity markets last Monday, we have seen a
moderate correction of government bond yields on CEE
bond markets. The most notable increase of yields was
seen in 10Y HGBs (+40bp since Monday's close), as
Hungary's fixed income market is the most sensitive to the
development on the US fixed income market. July's
inflation, which went to 4.1 %, also helped to correct
interest rate expectations, which had been too aggressive,
in our view. FRAs 3x6 on the Hungarian forint went up
+30bp since Monday to 6.3%. This week, the auction
calendar will be less busy, with ROMGB 2029 and
Hungary's T-bill auction scheduled.

Czechia: Industrial output still affected by weak foreign demand
Hungary: Inflation increased to 4.1% y/y in July
Hungary: Industry rose on monthly level in June
Hungary: Subdued retail sales activity in June

Serbia: NBS keeps key rate at 6%
Serbia: Fitch has kept Serbia’s credit rating unchanged but upgraded the outlook to positive.
Slovakia: Industrial Production Fell Below Expectations
Slovakia: Higher Household Optimism Reflected in Retail Sales
Romania: NBR Review: Rate cut, against consensus
Romania: Robust consumption suggests real GDP acceleration in 2Q24


https://www.erstegroup.com/en/research/report/en/SR401200
https://www.erstegroup.com/en/research/report/en/SR401621
https://www.erstegroup.com/en/research/report/en/SR401349
https://www.erstegroup.com/en/research/report/en/SR401138
https://www.erstegroup.com/en/research/report/en/SR401661
https://www.erstegroup.com/en/research/report/en/SR401887
https://www.erstegroup.com/en/research/report/en/SR401174
https://www.erstegroup.com/en/research/report/en/SR401435
https://www.erstegroup.com/en/research/report/en/SR401127
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Upcoming releases in CEE

Time Country Indicator Period  Erste Est. Comment

July inflation should inch briefly higher to 5.2% y/y mainly due fuel
12. Aug 8:00 RO CPI (yly) Jul 5.2% 4.9% excise duty hike, resuming thereafter the downward trajectory. The
inflation uptick was included in the latest NBR forecast assumptions.

Fuel prices should go up this month due to the increase in excise
duties, while services inflation is expected to remain sticky. Food
inflation might come negative mainly on large drop of vegetables
prices.

8:00 RO CPI (m/m) Jul 0.4% 0.2%

8:00 RO Wages (yly) Jun 12.7%

Inflation was likely to remain close to the inflation target in both July
9:00 cz CPI (yly) Jul 2.0% 2.0% and August. It will then pick up in September, partly because of the
comparative base.

The increase in the price level is partly due to seasonal effect, but

9:00 cz CPI (m/m) Jul 0.5% -0.3% prices of services also continue to rise due to strong household
consumption.

9:00 SK Wages (yy) Jun 6.8%

12:00 RS CPI (yly) Jul 4.0% 3.8% In July we expect a temporary rise in inflation due to a series of one:

off hikes of some food items.

12:00 RS CPI (m/m) Jul 0.1%
13. Aug RO Current Account Balance (monthly)  Jun -9175.00

14:00 PL Trade Balance Jun -613.00
14. Aug RS Current Account Balance (monthly) Jun -379.60

We look for a marginal positive growth rate in monthly terms after
8:00 RO Industrial Production (y/y) Jun -3.0% -6.5% the sharp drop in the previous month. The annual growth rate is
helped by a favorable statistical base effect.

Consumption is expected to be quite strong this quarter and should
8:00 RO GDP (g/q) 2QA 1.7% 0.7% be the main driver of the acceleration in the growth rate in quarterly
terms.

We expect consumption to be the main driver of the annual growth
rate based on high frequency data, but a positive surprise might

:00 R DP 2QA 2.9% .5%
8 o GDP (y/) Q 9% 0.5% also come from gross fixed capital formation as construction posted
a robust advance this auarter.
9:00 sk GDP (y1y) 20p 2.4% 27% We expect a positive impetus from household consumption, as well
) . ) as investment activity.
10:00 PL CPI (yly) JulF 4.2% 4.2%
10:00 PL CPI (m/m) JulF 1.4% 1.4%
Growth still carried by consumption and government expenditure.
3 )0/
10:00 PL GDP (yy) QP 2.5% 20% Forecast based on Eurostat data, SA, prices of 2015.
We expect growth to accelerate a tad compared to previous
. 9 9
10:30 Sl GDP (yy) Q 2:4% 21% quarters underpinned by solid domestic demand
15. Aug 9:00 SK CPI (yly) Jul 2.5% 2.1%
9:00 SK CPI (m/m) Jul 0.2%

Industrial producer price inflation remained low, with oil prices, the
9:00 cz PPI (yly) Jul 1.1% 1.0% unwinding of the previous inflation shock and subdued
developments in Germany weighing on it.

16. Aug 11:00 HR CPI (yly) JulF 2.3% 2.3% We expect confirmation of the flash estimate

11:00  HR CPI (m/m) JulF

Source: Erste Group Resarch
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Note: Past performance is not necessarily indicative of future results
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Forecasts
LCY Government bond yields
Friday's close  2024Q3 2024Q4 2025Q1 2025Q2 Friday's close  2024Q3
Czechia 10Y 3.74 4.00 3.89 3.74 3.59
Hungary 10Y 6.15 6.34 6.29 5.98 5.89
Poland 10Y 5.15 5.60 5.30 5.00 4.80
Romanial0Y 6.51 6.90 6.80 6.70 6.50
Serbia 10Y 5.83 5.80 5.60 5.50 5.30
Croatia 10Y 99.00 100.00 100.00 100.00 95.00
Slovakia 10Y 106.00 125.00 120.00 120.00 120.00
Slovenia 10Y 78.00 80.00 80.00 80.00 80.00
DE10Y yields 2.23 2.40 2.50 2.60 2.60!
3M Money Market Rate Key Interest Rate (deposit facility in Eurozone)
Friday's close  2024Q3 2024Q4 2025Q1 2025Q2 Friday's close  2024Q3 2024Q4 2025Q1
Czechia 4.42 4.32 4.08 4.02 3.77 Czechia 4.50 4.25 4.00 4.00 3.75
Hungary 6.55 6.45 6.25 6.10 5.85] Hungary 6.75 6.50 6.25 6.00 5.75
Poland 5.86 5.85 5.85 5.80 5.60 Poland 5.75 5.75 5.75 5.75 5.50
Romania 5.59 5.72 5.32 5.62 5.37 Romania 6.50 6.50 6.00 6.00 5.75
Serbia 5.17 4.98 4.54 4.13 3.70 Serbia 6.00 5.75 5.25 4.75 4.25
Eurozone 3.56 3.40 3.09 2.86 2.64 Eurozone 3.75 3.50 3.00 2.75 2.50
Real GDP growth (%) Average inflation (%) Unemployment (%)
2 2023e st | 2023e 024 025f | 2023e 024
Croatia 7.0 3.1 Croatia 10.8 8.1 3.0 25 Croatia 7.0 6.1 5.6
Czechia 2.9 0.0 Czechia 151 10.7 2.7 2.6 Czechia 2.2 2.6 29
Hungary 4.6 -0.9 Hungary 145 17.6 3.9 4.0 Hungary 36 4.1 4.4
Poland 5.6 0.2 Poland 14.4 11.4 35 4.3 Poland 5.2 51 51
Romania 4.1 21 Romania 137 105 5.2 3.7 Romania 5.6 5.6 5.3
Serbia 25 25 Serbia 119 12.1 4.4 31 Serbia 9.4 9.5 8.9
Slovakia 19 16 Slovakia 12.8 105 2.8 33 Slovakia 6.1 5.8 5.7
Slovenia 25 16 Slovenia 8.8 7.4 2.6 2.4 Slovenia 4.0 3.7 3.7
CEES8 avg 4.4 0.7 CEES8 avg 13.9 11.5 3.6 3.7 CEES8 avg 4.8 4.9 4.9
Public debt (% of GDP) CI/A (%GDP) ‘ get Balance (%GDP)
2022 2023e 2022 2023e 5f 2023e
Croatia 67.8 63.0 61.4 59.7 Croatia -2.8 11 0.0 Croatia 0.1 -0.7
Czechia 425 44.0 44.9 45.1 Czechia -5.9 12 0.8 Czechia -3.1 -3.7
Hungary 74.1 735 73.2 72.1 Hungary 8.4 0.2 18 Hungary 6.2 6.7
Poland 49.2 49.6 53.0 55.0 Poland -2.4 16 -1.0 Poland -3.7 -5.6
Romania 475 48.8 49.6 49.6 Romania -9.2 -7.0 -6.8 Romania -6.3 -6.6
Serbia 55.2 52.0 51.8 513 Serbia -6.9 -2.6 -4.7 Serbia -3.1 -2.2
Slovakia 57.7 56.0 58.2 59.7 Slovakia -7.3 -1.6 -0.2 Slovakia -1.7 -4.9
Slovenia 723 69.2 68.1 67.0 Slovenia -1.0 4.5 2.8 Slovenia -3.0 -25
CEES8 avg 52.6 52.7 54.3 55.0 CEES8 avg -5.2 -0.3 -1.4 CEES8 avg -3.9 -5.1

Source: Bloomberg, Erste Group Research
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Appendix
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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
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