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CEE MARKET INSIGHTS

Rate cut in Serbia and four rating decisions

This week in CEE

This week will feature several important macroeconomic data releases and announcements. September inflation data will
be published for Czechia, Hungary, Romania and Serbia. We expect annual inflation to ease in September compared to
August by 0.1-0.5 percentage points in all countries except Czechia, mainly due to lower fuel prices and a favorable base
effect in Romania. In Czechia, lower fuel prices will only slow down the inflation increase, driven by a low base from a year
ago. Industrial production likely contracted in August in Czechia and Slovakia, while Slovenia might report a mild recovery.
August retail sales should maintain strong dynamics in Romania (7.7 % y/y), but are expected to grow significantly more
slowly in Hungary and Slovakia (2.5-2.8% y/y), lagging behind the brisk real wage growth. On Thursday, Romania’s
statistical office will publish revised GDP time-series since 2022. Any significant data revisions could impact our GDP
forecasts, due to changes in dynamics or composition. We expect the National Bank of Serbia to lower its key rate by 25
basis points to 5.5% on Thursday. On Friday, after the market close, there will be a series of rating decisions. S&P is set to
review the ratings of Czechia and Romania, and we do not expect any changes in either ratings or outlooks, which are
currently stable. Slovenia's rating will be assessed by Fitch and Moody's. We expect both Fitch and Moody's to remain on
hold i.e. affirm their ratings at 'A' and 'A3', respectively, with stable outlook.

Monday Tuesday Wednesday Thursday Friday
HU SK RO: Retail SK: Trade CZ HU: Inflation RO RS: Inflation
CZ: Industry SK SI: Industry RO: Wages
CZ HU: Trade RO: GDP revision, Trade CZ RO Sl: Rating
RS: PPI RS: Central bank
RO: 2028 Bonds HU,SI: Bills CZ,PL: Bonds; HU Bills RO: 2034 Bonds, Bills
FX Market FX market developments
8.0%  pgpreciation The escalation of the military conflict in the Middle East

negatively impacted CEE currencies last week. The
Hungarian forint was hit the hardest, breaching the 400
EUR/HUF level and depreciating more than 1% w/w for the
second consecutive week. The European Commission’s
announcement that Hungary will be referred to the

4.0%

2.0%

o [ | e e European Court of Justice for its ‘Defense of Sovereignty’
' law, which is considered to breach EU law, did not help the
P ° forint. The last infringement procedure resulted in a EUR
-2.0% ° 200mn fine, which has been deducted from EU payments.
Serbia's central bank is expected to continue its monetary
Appreciation . . . . . .
-4.0% easing and deliver another 25 basis point rate cut, bringing
EURCZK EURHUF EURPLMN EURRON EURRSD

the key rate to 5.5%.
® YD @ WW @ Expected move until end of Q4
Source: Erste Group Research, Refinitiv
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LCY yields, Eurobonds

LCY Bond Yields (%) Eurobond spreads (pp)

RO 2033

RO 10Y 6.63 (0.01) RS 2033

HU 2032

BG 2033

HU 10Y 6.33 (0.34)

PL 2033
LT 2034

SK 2034

PL 10Y 5.32 (0.17)

LV 2031
HR 2034

CZ 10Y

3.87 (0.21) EE 2032
512034

Source: Erste Group Research, Refinitiv

In case you missed

I 3.1 (-0.15)
I 2.6 (-0.13)
I 1.9 (-0.07)
I 1.21 (-0.14)
I 1.04 (-0.09)

I 1.04 (-0.1)

I 1.01(-0.04)

I 0.94 (-0.13)

[ 0.86 (-0.2)

I 0.85 (-0.12)

I 0.76 (-0.03)

CEE: PMI figures show diverging developments

Croatia: Inflation eased further to 1.6% y/y in September
Hungary: Another disappointing industrial output data
Poland: Base effect behind annual inflation jump

Poland: Glapinski marks Q2 ‘25 as suitable for the first rate cut
Romania: BCR Romania Manufacturing PMI at 47.3 in September
Romania: NBR key rate unchanged at 6.50%
Slovakia: Time to consolidate. Government unveils new fiscal plan

Serbia: S&P raised Serbia’s credit rating to ‘BBB-' with a stable outlook, thus allowing the country to enter the
investment grade ranking for the first time in history.
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Bond market developments

CEE government bonds have been relatively resilient
against the global risk-off mode in Romania only. In other
CEE countries long-term yields have increased. The US
data showing drop of unemployment rate and acceleration
of wage growth supported such development as well. 10-
year yields went up in Czechia and in Poland by about 20
basis points w/w, while in Hungary by more than 30 basis
points. In Hungary, markets have started to discount a
number of rate cuts in the next few months, as suggested
by a 40 basis point w/w increase in FRAs 6x9. Romania
placed a multi-tranche Samurai bond issue worth JPY
33bn, through 3-year, 5-year and 7-year green bonds. The
tranches with longer tenors from the initial offering have
been dropped. On Thursday, the Slovak Debt Agency will
hold a press conference to reveal more details about its
first issue of retail bonds. We expect 3-5 year maturities to
be offered, with a relatively modest volume targeted (i.e. up
to EUR 400mn).


https://www.erstegroup.com/en/research/report/en/SR410138
https://www.erstegroup.com/en/research/report/en/SR410202
https://www.erstegroup.com/en/research/report/en/SR410744
https://www.erstegroup.com/en/research/report/en/SR409865
https://www.erstegroup.com/en/research/report/en/SR410623
https://www.erstegroup.com/en/research/report/en/SR410091
https://www.erstegroup.com/en/research/report/en/SR410805
https://www.erstegroup.com/en/research/report/en/SR409910
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Upcoming releases in CEE

Time  Country Indicator Period Erste Est. Prev. Comment

Industrial production is still negatively affected by weak external demand. It is,

) ) 0 10
07. Oct ¢z Industrial Production (y/y) Aug 0.9% 1.9% moreover, highly volatile from one month to the next.

The balance of foreign trade is still positively influenced mainly by the production
Ccz Trade Balance Aug 6.80 16.30  of automobiles. Developments in a number of other sectors are lower, buffeted by
weak external demand.

Higer consumer confidence and strong real wage growth point toward a monthly

. i )0, 0,

8:00 RO Retail Sales (yly) Aug 7.70% 7.4% increase of retail sales.

8:30 HU Retail Sales (yly) Aug 2.8% 2.5% Weak fuel sales imply continued subdued performance.
8:30 HU Trade Balance Aug P 167.00

We expect continued growth in retail sales, supported by higher real wages.
9:00 SK Retail Sales (yly) Aug 2.5% 5.7% Household consumption is key for economic growth this year. Y/Y growth in the
balance of retail deposits in the market has slightly slowed.

12:00 RS PPI (yly) Sep 1.5%
09. Oct 9:00 sK Trade Balance Aug 430,00 205.80 In August, Yve expect a slight dip into the red. The main challenges remain on the
side of foreign demand.
The Slovak i 1! i f ker forei
10. Oct sk Industrial Production (y/y) Aug 2.00% 0.07 e Slovak industry remgms upder pressure of weaker foreign demand and
worsened macroeconomic environment.
8:00 RO Trade Balance Aug -2949.20
NIS will publish final data for 2022, semi-final data for 2023 and second reading of
8:00 RO GDP (a/q) 2QF 0.10% 0.11%  2Q24 GDP growth in the same day. We should expect large historical data
revisions.
8:00 RO GDP (yly) 2QF 0.80% 0.76%
8:30 HU Pl yly) Sep 3.10% 3.40% The e.xpected moderate monthly inflation leads to a further slowdown of the
headline rate.
A . 3.3% li f fuel pri I j Il hl i
8:30 HU CPI (mim) Sep 0.10% / pprox. 3.3% m/m decline of fuel prices led to just a small monthly price
increase.
Inflation still remains close to the target, but should rise slightly in the coming
. )0/ 0/
9:00 ¢z CPLYMY) Sep 2:40% 2.20% months. However, this will also be due to the impact of the low base.
The negative seasonal effect associated with the fall in holiday prices and
N - 0/ 0/
9:00 ¢z CPI (m/m) Sep 0.60% 0.30% significantly lower fuel prices was behind the decline in the price level.
10:30 Sl Industrial Production (y/y) Aug 1.00% 0.30%  Mild recovery on the industrial production side seen continuing
11:00 HR PPI (yly) Sep -4.00%
We expect the NBS to cut by 25bps once again as inflation remains inside the
target-band, with expectations pointing to further slowdown. Financial markets are
. - )0, 0/
12:00 RS Central Bank Rate Oct-24 5.50% 575% also pricing in 50bps cuts from both the ECB and Fed by year-end which should
support monetary easing in Serbia as well.
11. Oct 8:00 RO CPI (yly) Sep 4.55% 5.10%  The slow disinflation process is expected to continue helped by the base effect.
8:00 RO CPI (mim) Sep 0.28% 0.23% Food and senices should be the main in.ﬂationary drivers this month. Fuel prices
are expected to post a monthly contraction as prices at the pump were lower.
8:00 RO Wages (y/y) Aug 14.83%
We expect inflation remained relatively unchanged in September compared ot the
. )0, 0/
12:00 RS CPLYY) Sep 4.20% 4.30% previous month, and will likely float around the 4% mark until year-end.
12:00 RS CPI (m/m) Sep 0.40%

Source: Erste Group Resarch
Note: Past performance is not necessarily indicative of future results
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Forecasts
vernment bond yields
Friday's close
Czechia 10Y 3.87
Hungary 10Y 6.33
Poland 10Y 5.32
Romanial0Y 6.63
Serbia 10Y 5.83

6.80
5.10

6.70
4.90

3.54

5.89
5.00
6.50
4.70

3.46
5.76
4.90
6.40
4.50

Spreads vs. German Bunds (bps)

Croatia 10Y 86.00 95.00 90.00 90.00 90.00
Slovakia 10Y 101.00 115,00 110.00 110.00  110.00
Slovenia 10Y 76.00 80.00 80.00 80.00 80.00
DE10Y yields 221 2.50 2.60 2.60 2.60

2025Q1

2025Q2  2025Q3

3M Money Market Rate

Key Interest Rate (deposit facility in Eurozone)

Friday's close Q Q Q Friday's close

Czechia 4.17 4.07 4.00 3.76 3.50 Czechia 4.25 4.00 4.00 3.75 3.50
Hungary 6.31 6.25 6.10 5.85 5.60 Hungary 6.50 6.25 6.00 5.75 5.50
Poland 5.85 5.85 5.80 5.60 5.30 Poland 5.75 5.75 5.75 5.50 5.00
Romania 5.55 5.65 5.95 5.70 5.30 Romania 6.50 6.50 6.50 6.25 6.00
Serbia 4.93 4.44 4.03 3.80 3.59 Serbia 5.75 5.25 4.75 4.50 4.25
Eurozone 3.25 3.09 2.86 2.64 2.40 Eurozone 3.50 3.00 2.75 2.50 2.25
Real GDP growth (%) Average inflation (%)

2022 2023 2024f 2025f 2022 2024f
Croatia 7.0 3.1 3.4 2.8 Croatia 10.8 29 25
Czechia 29 0.0 0.9 2.7 Czechia 151 24 25
Hungary 46 0.9 14 3.2 Hungary 14.5 3.8 42
Poland 5.6 0.2 3.2 3.7 Poland 14.4 3.8 3.7
Romania 4.1 21 19 2.8 Romania 137 5.2 3.7
Serbia 26 3.8 4.0 4.5 Serbia 119 4.6 3.6
Slovakia 19 1.6 2.2 2.0 Slovakia 12.8 2.8 4.6
Slovenia 25 16 15 2.0 Slovenia 8.8 21 23
CEES8 avg 4.4 0.8 2.4 3.2 CEES8 avg 13.9 3.7 3.5
Public debt (% of GDP) CIA (%GDP)

2022 2023 2024f 2025f 2022 2024f
Croatia 67.8 63.0 60.4 59.5 Croatia -3.4 0.4 0.1
Czechia 425 423 44.9 45.1 Czechia -5.9 1.2 0.5
Hungary 74.1 735 731 72.5 Hungary -8.4 0.2 22
Poland 49.2 49.6 54.0 58.0 Poland -2.4 16 0.0
Romania 47.5 48.8 52.4 54.2 Romania -9.2 -7.0 -8.1
Serbia 52.4 48.0 47.3 47.0 Serbia -5.6 -2.1 -3.4
Slovakia 57.7 56.0 58.3 59.4 Slovakia -7.3 -1.6 -0.6
Slovenia 72.3 69.2 68.5 67.5 Slovenia -1.1 45 3.2
CEE8 avg 52.5 52.2 54.9 56.8 CEES8 avg -5.2 -0.4 -1.2

Source: Bloomberg, Erste Group Research
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Unemployment (%)

2022 2024f
Croatia 7.0 5.2
Czechia 22 2.8
Hungary 3.6 4.4
Poland 5.2 5.1
Romania 5.6 5.3
Serbia 9.4 85 .
Slovakia 6.1 55 5.4
Slovenia 4.0 3.6 3.6
CEES8 avg 4.9 4.8 4.8
Budget Balance (%GDP)
2022 2024f
Croatia 0.1 -2.6
Czechia -3.1 -2.7
Hungary -6.2 -4.8
Poland -3.7 -5.7
Romania -6.3 -7.9
Serbia -3.0 -2.1 -2.5
Slovakia -1.7 -4.9 -6.0
Slovenia -3.0 -2.5 -3.0
CEES8 avg -3.9 -5.1 -5.2
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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. All rights reserved.

Published by:

Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1
Head Office: Wien

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Homepage: www.erstegroup.com



http://www.erstegroup.com/

	Table0
	ToBeSaved1
	ToBeSaved101
	ToBeSaved500
	ToBeSaved900
	ToBeSaved901
	ToBeSaved201
	ToBeSaved903
	ToBeSaved905
	ToBeSaved300
	ToBeSaved401
	Analystname
	ANALYSTINFO
	Phone
	Email
	Analystname1
	ANALYSTINFO1
	Phone1
	Email1

