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CEE MARKET INSIGHTS

Growth structure, PMls and flash inflation releases

This week in CEE

The week opens with February PMI releases across the region, namely in Czechia, Hungary, Poland and Romania. The
manufacturing PMI indices have been below the threshold of 50 for quite a while, suggesting ongoing contraction of the
industry sector. A couple of countries will publish flash inflation estimates for February (Croatia and Czechia), while several
CEE countries will release the GDP structure for 4Q24 and for all of 2024. So far, we have seen GDP breakdowns in
Czechia, Croatia, Poland and Serbia. Private consumption was a key driver of economic expansion. The performance of
the retail and industry sectors at the beginning of the year will be released in Croatia, Hungary, Romania and Slovakia.
Finally, Czechia will publish wage growth in the fourth quarter of 2024, which is an important indicator for monetary policy
decisions.
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FX market FX market developments

40%  papreciation CEE currencies have been strong against the euro. The

EURHUF briefly went below 400 and the EURPLN touched
4 4.12 - the lowest level in a decade. We see a combination
™ of global and local factors behind recent developments on
the FX market. The news regarding the peace deal between
. ® Russia and Ukraine are positive for the currencies in the
region. On the other hand, trade wars bring a high level of
uncertainty, which is negative for the FX market. Locally,
20w delayed monetary easing, especially in Hungary and
Poland, keeps the interest rate differential very high,
supporting lower EURHUF and EURPLN levels.
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Appreciation
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In Hungary, a change in the leadership of the central bank

will take place next week. Initial communication will be
scrutinized regarding the monetary policy direction in
2025. At this point, we stick to monetary easing of a total
50 basis points in 2025. This week, the ECB meeting will be
a key event for the markets.

. YTD . W-w @ Expected move until end of Q2
Source: Erste Group Research, Refinitiv
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LCY yields, Eurobond spreads

LCY Bond Yields (%)

RO 10¥ 7.31(-0.22)

HU 10v 6.5 (-0.08)

PL10Y 5.73 (:0.09)

CZ 10v 4.01 (-0.07)

Source: Erste Group Research, Refinitiv
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Bond market developments

Long-term yields have declined across the region over the
last week, most notably in Romania, as the long end of the
curve shifted by roughly 20 basis points. Romania’'s
Ministry of Finance indicated a gross funding need for 2025
in the amount of RON 232bn. Financing the planned 7% of
GDP budget deficit accounts for around RON 135bn (45%
financed from internal sources and 55% from external
ones). We estimate that around 20% of the gross funding
needs for this year has already been covered. Slovakia will
hold a retail bond auction on Monday, offering 2Y and 4Y
maturities with 3% and 3.3% coupons. The total size of
both issues together will not exceed EUR 500mn. This
week, Hungary plans to sell T-Bills, while Poland will hold
bond auctions.

CEE: ESI ticks upward, while consumer confidence remains worrying
CEE Special Report: Rebuild Ukraine

Czechia: GDP growth driven by household consumption
Croatia: 4Q24 GDP growth landed at 3.7% y/y

Hungary: Elevated level of expectations concerns MNB
Poland: Consumption supported GDP in 2024

Romania: Economic confidence overreacted to political turmoil
Serbia: 4Q24 GDP estimate confirmed at 3.3% y/y
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Upcoming releases in CEE

Time Country Indicator Period  Erste Est. Prev. Comment

03. Mar 8:00 RO PMI Index Feb 46.10
8:30 HU Trade Jan 458.00
9:00 PL HU PMI Index Feb
9:30 cz PMI Index Mar 46.60
11:00 HR CPI (yly) Feb P 4.0%
04. Mar 8:00 RO Unemployment Rate Jan 5.2%
8:00 RO PPI (yly) Jan -0.7%
8:30 HU GDP (q/q) 4QF 0.5%
8:30 HU GDP (yly) 4QF 0.4%
05. Mar 9:00 cz CPI (yly) Feb P 2.5% 2.8% Inflation remains elevated, mainly due to prices of services and food.
9:00 cz CPI (m/m) Feb P 0.0% 1.3%  The price level could remain the same. The main uncertainty is now food prices.
11:00 HR Retail Sales (y/y) Jan 4.5% 6.5%  We see headline figure keeping positive footprint also going into 2025
06. Mar 8:00 RO Retail Sales (y/y) Jan 2.3% 7.8% T?}Z“:qﬂiﬁ;g:;g:zc;ﬁ z';;rg)r'];‘;;';“v;“ January which makes us believe that
8:30 HU Industrial Production (y/y) Jan -6.4%
8:30 HU Retail Sales (y/y) Jan 0.1%
9:00 cz Wages (y/y) 40 3.6% 2.6% Inflation had picked up in Q4, which was likely to be reflected in slightly weaker real

wage growth.

Retail sales, based on preliminary data from the e-kasa system, are expected to
9:00 SK Retail Sales (y/y) Jan 0.0% 10.1%  stagnate or see a slight decline mainly due to early household purchases in
December, which anticipated of price increases due to higher VAT or other

The quarterly growth rate could be revised slightly higher based on high frequency

. 0, 0,
07. Mar 8:00 RO GDP (d/q) 4P 0.8% 0.8% data but that is not our baseline.

Consumption most likely decelerated in 4Q, but the full year contribution should be
8:00 RO GDP (yly) 4QP 0.7% 0.7% quite strong. Most of the positive contribution of consumption most likely was offset
by net exports. Investments should be growth supportive but with a low contribution.
According to an earlier flash estimate, we expect GDP growth for Q4 2024 to reach
9:00 SK GDP (yly) 4QF 1.8% 1.8% 1.8% yly (slightly above our origin expectations). For the full year, GDP growth will
be around 2% y/y. Household and government consumption were the main drivers,

10:30 SI Trade Balance Jan -0.88

11:00 HR Industrial Production (y/y) Jan 1.0% 5.3% Industrial production seen modestly increasing in January
Source: Erste Group Resarch

Note: Past performance is not necessarily indicative of future results
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Forecasts

Government bond yields

Friday's close

Czechia 10Y
Hungary 10Y
Poland 10Y
Romanial0OY
Serbia 10Y

4.01
6.50
5.73
7.31
5.83

2025Q1
4.02
6.46
5.80
7.70
4.80

2025Q2
3.86
6.40
5.60
7.00
4.70

2025Q3
3.70
6.35
5.60
7.10
4.50

2025Q4|

3.59
6.28
5.40
7.20
4.30

Spreads vs. German Bunds (bps)

Friday's close

2025Q1

2025Q2

2025Q3

Source: Bloomberg, Erste Group Research

Croatia 10Y 71.00 75.00 75.00 75.00 75.00
Slovakia 10Y 92.00 110.00 110.00 110.00  110.00
Slovenia 10Y 51.00 60.00 60.00 60.00 60.00
DE10Y yields 2.38 2.40 2.30 2.30 2.20
3M Money Market Rate Key Interest Rate (deposit facility in Eurozone)
Friday's close  2025Q1 2025Q2 2025Q3 2025Q4 Friday's close  2025Q1 2025Q2 2025Q3

Czechia 3.73 3.75 3.69 3.44 3.27 Czechia 3.75 3.75 3.75 3.50 3.25
Hungary 6.50 6.50 6.50 6.35 6.10 Hungary 6.50 6.50 6.50 6.25 6.00
Poland 5.86 5.80 5.80 5.60 5.20 Poland 5.75 5.75 5.75 5.50 5.00
Romania 5.93 5.70 5.70 5.50 5.05 Romania 6.50 6.50 6.50 6.25 5.75
Serbia 4.70 4.69 4.43 4.22 4.01 Serbia 5.75 5.75 5.50 5.25 5.00
Eurozone 2.46 2.46 2.22 1.98 1.99 Eurozone 2.75 2.50 2.25 2.00 2.00
Real GDP growth (%) Average inflation (%)

2023 2024f 2025f 2026f 2023 2024f 2025f 2026f
Croatia 33 35 29 2.8 Croatia 8.1 3.0 3.2 26
Czechia 0.1 1.0 2.0 2.6 Czechia 10.7 2.4 25 23
Hungary -0.9 0.5 20 3.6 Hungary 17.6 37 5.0 32
Poland 0.1 29 33 32 Poland 11.4 37 45 31
Romania 2.4 0.9 2.0 3.4 Romania 10.5 5.6 4.4 3.2
Serbia 3.8 3.9 38 4.3 Serbia 125 4.6 37 3.2
Slovakia 14 2.0 2.0 19 Slovakia 10.5 2.8 39 33
Slovenia 21 16 22 2.4 Slovenia 7.4 20 2.6 22
CEES8 avg 0.8 2.0 26 3.1 CEES8 avg 115 3.7 4.0 3.0
Public debt (% of GDP) CIA (%GDP)

2023 2024f 2025f 2026f 23 2025f
Croatia 61.8 58.1 57.2 56.5 Croatia 0.4 -1.3
Czechia 42.4 435 44.5 449 Czechia 0.3 0.9
Hungary 73.4 73.9 73.6 72.4 Hungary 0.7 1.8
Poland 49.7 54.0 58.0 60.0 Poland 18 -1.0
Romania 48.8 52.4 54.2 54.3 Romania -6.6 -7.8
Serbia 48.1 47.3 46.6 46.3 Serbia -2.4 -6.3
Slovakia 56.1 58.9 59.8 60.5 Slovakia -1.6 -0.8 0.3
Slovenia 68.3 66.9 65.5 64.4 Slovenia 4.5 4.9 37 3.3
CEES8 avg 52.1 54.7 56.7 57.4 CEES8 avg -0.3 -1.3 -1.6 -1.4
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Unemployment (%)

2023 2024f 2025f 2026f
Croatia 6.1 5.2 4.8 4.6
Czechia 26 27 31 35
Hungary 4.1 4.4 43 3.9
Poland 5.1 51 5.0 51
Romania 5.6 5.3 5.3 52
Serbia 9.5 85 8.1 7.9
Slovakia 5.8 53 5.3 52
Slovenia 3.7 37 3.6 35
CEE8 avg 4.9 4.8 4.8 4.8
Budget Balance (%GDP)

2023 2024f 2025f 2026f
Croatia -0.9 -2.2 -2.5 -2.2
Czechia -3.8 -2.9 -2.4 -2.1
Hungary -6.7 -4.8 -4.4 -39
Poland -5.1 -5.9 -5.8 -4.5
Romania -6.6 -8.3 -7.0 -6.4
Serbia -2.1 -2.0 -3.0 -3.0
Slovakia -6.2 -6.0 -4.5 -3.8
Slovenia -2.5 -2.7 -2.4 -1.5
CEE8 avg -4.9 -5.3 -4.9 -4.1
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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
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