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CEE MARKET INSIGHTS

More 2Q24 GDP structure and monthly data on
3Q24 performance

This week in CEE

Another busy week in the region, full of data releases. We will continue to see more on the 2Q24 GDP structure across the
region (Serbia, Hungary, Slovakia and Romania). So far, Croatia, Czechia and Poland published the GDP breakdown, and
private consumption was a key driver of growth. The other significant contribution to GDP growth came from the public
sector and quite solid general government consumption. This week, we will also get to see data on the performance of the
economies in 3Q24. The August PMIs will already be known on Monday and throughout the week sector performance
(retail and industry) in July will be released in several CEE countries. Further, Czechia will publish wage growth in the
second quarter, which is an important factor for the monetary policy outlook. Czechia, Slovakia and Slovenia will release
July's trade data. Finally, Poland will hold a rate-setting meeting, but we do not expect any change in the policy rate.

Monday Tuesday Wednesday Thursday Friday
CZ HU PL RO: PMIs HU: 2Q24 GDP structure  PL: Central Bank SK: 2Q24 GDP structure  RO: 2Q24 GDP structure
HR: Industry CZ 2Q Wages SI: Trade RO HU SK: Retail HU CZ Industry
RS: 2Q24 GDP structure RO: PPI CZ SK: Trade
RS: PPI
RO: 2027 2032 Bonds HU: Bills CZ Bonds CZRO: Bills

RO: 2033 Bonds

FX market FX market developments

40%  pepraciation The FX market was quite stable throughout the week and
the week-to-week changes were rather marginal. The
Hungarian central bank kept the policy rate unchanged at
6.75%, following the 15-month rate reduction cycle. We
see space for some monetary easing until the end of the
year, following Vice Governor Virag's statement that the
Hungarian central bank could deliver one or two cuts by
0.0% — [ _* ®__ year-end (including September). This week, the Polish
central bank holds a rate-setting meeting, but we do not
expect any change as inflation has increased and Governor
o Clapinski made it clear that monetary easing will not occur
gn PRrECERn any time soon. In Czechia, the wage growth in the second
EURCZK EURHUF EURPLN EURRON EURRSD . . .
quarter will be an important release for the monetary policy
outlook. Although Governor Michl last week reiterated the
need for restrictive monetary policy to avoid the return of
inflation, we see space for more rate cuts until the end of
the year. Wage growth may be one of the key factors
determining whether the key policy rate is at 4% or 3.75%
at the end of 2024.

2.0%

@YD @®WW @ Expected move until end of Q3
Source: Erste Group Research, Refinitiv
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LCY vyields, Eurobond spreads Bond market developments
LCY Bond Yields (%) Eurobond spreads (pp) ~ CEE bond markets exhibited mixed trends last week. The
ROMGSB yield curve slightly edged down, while CZGB and
RO 2033 IS 3.24 (0.08) pO| GB yield curves moved up by about 10bp and 15bp
ROA0Y - 6.66 (0.01) RS2029 WM 221(0.13)  w/w, respectively. Slovenia was active in international
HU 2032 NN 1.89 (-0.08) markets, issuing two tranches of Samurai bonds (3Y and
BG 2033 NN 1.4 (-0.07) 5Y), both classified as ESG social bonds. Although the total
HuoY - s1500.M) HR 2034 [N 1.08 (-0.05) volume was modest (JPY 50bn combined), with this
SK2034 [ 1.06 (0.03) issuance Slovenia has already covered two-thirds of its
oL 10y - S0 020 Lv2031 [ 1.06 (-0.01) gross fin.anang r.1eeds for the year. Hungary is also
PL2033 [N 1.05 (-0.06) considering issuing Samurai bonds worth up to EUR 500mn

EE 2032 [N 1.01(-0.05)

(
cZ 10Y - 3.87 (0.13) LT2034 [ 0.99 (-0.06)
S12034 [ 0.75 (0.02)

Source: Erste Group Research, Refinitiv

this autumn as part of its diversification strategy, but the
final decision will depend on market conditions. As Hungary
approaches its self-imposed 30% limit on the share of FX
debt in public debt, it may become more selective and use

this limit primarily for maturity extension.

In case you missed

Czechia: GDP growth could strengthen next year
Croatia: 2Q24 GDP growth landed at 3.3% y/y
Croatia: August inflation landing below 2% mark
Hungary: Central bank - First pause after 15 months
Poland: Private and public consumption push Q2 GDP
Poland: Inflation remains stable

Romania: Fitch affirmed Romania’s BBB- with stable outlook rating.

Romania: ESI up at the end of summer
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Upcoming releases in CEE

Time Country Indicator Period  Erste Est. Comment

02. Sep 8:00 RO PMI Index Aug
8:30 HU Trade Balance Jun F 1095.00
9:00 CZPL PMI Index Aug
11:00 HR Industrial Production (y/y) Jul -4.0% -8.3% Industry weakness expected to prolong
12:00 RS GDP (yly) 2QF 4.2% 4.2% We expect confirmation of the flash estimate
03. Sep 8:00 RO PPI (yly) Jul 1.1%
8:30 HU GDP (g/q) 2QF -0.2%
8:30 HU GDP (yly) 20F 0.0% 1.5% We don.t expect any changes in the main figures compared to the
flash estimate
9:00 cz Wages (y/y) 20 4.2% 2.8% Low unemployment, economic recovery and inflation close to the
. ges iy ) ) inflation target are behind the expected strong growth in real wages.
04. Sep PL Central Bank Rate Sep-24 5.8%
10:30 Sl Trade Balance Jul -64.0%
We see retail sales almost flat in monthly terms as suggested by
05. Sep 8:00 RO Retail Sales (y/y) Jul 10.00% 10.0% confidence indicators. The annual growth rate should also be similar

with the previous month as the base effect is almost neutral.

As VAT revenues could catch up in July but on the other hand card
8:30 HU Retail Sales (y/y) Jul 2.9% 2.6% transactions abroad reached an all-time high record retail could
stagnate on monthly level.

9:00 SK Retail Sales (yly) Jul 4.5% 1.1%

9:00 SK GDP (yly) 2QF 1.9% 1.9%

There is a chance for an upward revision of the quarterly growth
06. Sep 8:00 RO GDP (a/q) 2QP 0.1% 0.1% rate as suggested by the high frequency indicators which will also
affect the annual growth rate.

We expect consumption and investments to post a positive
8:00 RO GDP (yly) 2QP 0.8% 0.8% contribution to the annual growth this quarter, while net exports and
inventories will most likely move the figure in the opposite direction

8:30 HU Industrial Production (y/y) Jul -6.1% -3.7% There is no sign of any significant positive movements for July

Weak foreign demand together with the base effect stand behind

. ) ; e a0
9:00 cz Industrial Production (y/y) Jul 1.9% 3.4% the yiy decline in industrial production.

The balance of foreign trade is still positively influenced mainly by
9:00 cz Trade Balance Jul 9.50 16.30 the production of automobiles. Developments in a number of other
sectors are lower, buffeted by weak external demand.

9:00 SK Trade Balance Jul 250.00 647.40

12:00 RS PPI (yly) Aug 2.0%

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  2024Q3 Friday's close  2024Q3 2024Q4 2025Q1

Czechia 10Y 3.87 3.85 3.70 . 3.54 EURCZK 25.02 25.10 24.80 24.52 24.44
Hungary 10Y 6.16 6.34 6.29 3 5.89 EURHUF 392,53 39500 395.00 395.00 396.00
Poland 10Y 5.44 5.60 5.30 . 4.80 EURPLN 4.28 4.25 4.25 4.30 4.30
Romanial0Y 6.66 6.90 6.80 A 6.50 EURRON 4.97 4.99 5.00 5.02 5.05
Serbia 10Y 5.83 5.80 5.60 5.30 EURRSD 116.91 117.15 117.20 117.20 117.10

EURUSD 1.10 1.11 1.13 1.14 1.14
Croatia 10Y 108.00 100.00 100.00 100.00 95.00
Slovakia 10Y 106.00 115.00 115.00 110.00  110.00
Slovenia 10Y 75.00 80.00 80.00 80.00 80.00
DE10Y yields 2.30 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 4.37 4.33 4.07 4.00 3.76 Czechia 4.50 4.25 4.00 4.00 3.75
Hungary 6.51 6.45 6.25 6.10 5.85 Hungary 6.75 6.50 6.25 6.00 5.75
Poland 5.85 5.85 5.85 5.80 5.60 Poland 5.75 5.75 5.75 5.75 5.50
Romania 5.57 5.72 5.32 5.62 5.37 Romania 6.50 6.50 6.00 6.00 5.75
Serbia 5.15 4.98 4.54 4.13 3.70 Serbia 6.00 5.75 5.25 4.75 4.25
Eurozone 3.49 3.40 3.09 2.86 2.64 Eurozone 3.75 3.50 3.00 2.75 2.50
Real GDP growth (%) Average inflation (%) ‘
2022 2023 2024f 2025f 2022 2023 2024f 2025f 2023 2024f 2025f
Croatia 7.0 3.1 3.4 2.8 Croatia 10.8 8.1 3.0 25 Croatia 7.0 6.1 5.6 55
Czechia 29 0.0 0.9 2.7 Czechia 15.1 10.7 3.4 2.7 Czechia 22 2.6 2.8 34
Hungary 4.6 -0.9 2.0 35 Hungary 14.5 17.6 3.9 4.0 Hungary 3.6 4.1 4.4 3.9
Poland 5.6 0.2 2.8 3.7 Poland 14.4 11.4 3.8 3.7 Poland 5.2 5.1 51 5.0
Romania 4.1 21 26 3.4 Romania 13.7 105 52 3.7 Romania 5.6 5.6 5.3 5.2
Serbia 25 25 38 4.0 Serbia 11.9 121 4.4 31 Serbia 9.4 9.5 8.9 8.6
Slovakia 19 16 22 25 Slovakia 12.8 10.5 2.8 3.3 Slovakia 6.1 5.8 5.7 5.6
Slovenia 25 16 15 2.0 Slovenia 8.8 7.4 2.4 22 Slovenia 4.0 3.7 37 3.6
CEE8 avg 4.4 0.7 24 3.3 CEES8 avg 13.9 115 3.9 3.4 CEES8 avg 4.8 4.9 4.9 4.8
Public debt (% Budget Bal ‘
2023 2024f 2025f 2022 2023 2024f 2025f 2024f 2025f

Croatia 67.8 63.0 61.4 59.7 Croatia -2.8 11 0.5 0.0 Croatia -2.4 -15
Czechia 425 423 449 45.1 Czechia -5.9 12 0.5 0.8 Czechia -2.7 -2.3
Hungary 74.1 735 73.2 72.1 Hungary -8.4 0.2 22 2.2 Hungary -4.7 -4.1
Poland 49.2 49.6 54.0 58.0 Poland -2.4 1.6 0.2 -1.0 Poland -5.7 -5.5
Romania 475 48.8 49.6 49.6 Romania -9.2 -7.0 -6.9 -6.8 Romania -6.5 -5.0
Serbia 55.2 52.0 51.8 51.3 Serbia -6.9 -2.6 -3.9 -4.7 Serbia -2.2 -15
Slovakia 57.7 56.0 58.2 59.7 Slovakia -7.3 -1.6 -0.6 -0.2 Slovakia -6.0 -5.0
Slovenia 723 69.2 68.6 68.0 Slovenia -1.0 45 2.3 19 Slovenia -3.0 -25
CEE8 avg 52.6 52.4 54.7 56.2 CEES8 avg -5.2 -0.3 -0.9 -1.4 CEES8 avg -5.0 -4.4

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. 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
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