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CEE MARKET INSIGHTS

Dynamic start of the year: inflation, retail and
industry data and central bank meeting in Serbia

This week in CEE

We wish our readers a prosperous year!

The beginning of the week is filled with data releases across the region. Let's begin with flash estimates of December’s
inflation. In Poland, the inflation rate at the end of the year was lower than expected. On Tuesday, Croatia will release its
December inflation figure. Several CEE countries (Czechia, Hungary, Slovakia and Romania) have retail sales and industrial
output growth for November scheduled. In Slovakia, trade data will also be released, and we expect to see a negative
trade balance for the first time in quite a long time. Finally, in Serbia, the central bank will hold a rate setting meeting and
we expect the central bank to remain on hold. As for other news, Croatia will hold a second round of presidential elections
on January 12. Incumbent President Milanovic narrowly missed victory in the first round. Romania announced the first
steps of fiscal consolidation with measures coming into force as of January 1. Czechia will begin publishing flash inflation
estimates as of February (shortly ahead of the central bank meeting). We marginally adjusted our 2025 growth forecast
for Czechia to 2.2% (down from 2.3%).

Monday Tuesday Wednesday Thursday Friday
HU: Producer Prices RO: Unemployment RO: Producer prices RS: Central Bank
CZ: Trade HU CZ SK: Industry RO: Retail, Trade, GDP
HR: Flash Inflation HU SK: Retail SI: Industry
SK: Trade
SI HU: T-Bills RO: 2026 2029 Bonds
PL: Bonds
FX market FX market developments
20%  poprciation During the holiday period, the FX market was relatively

stable. At the beginning of 2025, however, volatility
increased. In Hungary, we have seen weakening of the
forint, as the EURHUF moved more visibly up to 415. We
associate the changes on the FX market with global factors
0.0% - -— — — mostly, alongside strengthening of the US dollar. The Polish
° zloty and Czech koruna were not affected as much. In fact,
the Czech koruna slightly strengthened against the euro,
while the Polish zloty weakened only marginally compared

¢ to the Hungarian forint, which lost more than one percent

g Powrecaton against the euro at the end of the last week. This week, the
EURCZK EURHUF EURPLN EURRON EURRSD central bank in Serbia is to hold a rate setting meeting; we
@D ® Www @ Expected move until end of @1 expect no change in the key policy rate, which is at 5.75%

Source: Erste Group Research, Refinitiv

at present. The Serbian central bank is likely to condition its
moves on the ECB and Fed monetary policy directions.
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LCY yields, Eurobonds spreads

LCY Bond Yields (%)

RO 10Y 7.29 (-0.07)

HU 10y 6.71(0.1)

PL10Y

5.84 (0.04)

cz 10y 44 (-0.03)

Source: Erste Group Research, Refinitiv

In case you missed

RO 2033

RS 2029
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CEE: Key events to watch in 2025
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Bond market developments

The bond market has been quite stable over the last week.
The most important news came from Romania, which
announced the first steps of its fiscal consolidation. The
measures undertaken took effect as of January 1, 2025.
Local media reported that the budget deficit will likely reach
8.4% of GDP in 2024 (Eurostat methodology), according to
preliminary data, above the target of 7.9% agreed with the
European Commission. In other words, a larger adjustment
will be needed to reach a deficit of 7.0% of GDP in 2025. It
remains to be seen whether the announced measures will
be sufficient to reduce the budget gap by 1.5% of GDP in
the course of the year or if additional fiscal measures will
need to be implemented. In Hungary, the budget deficit in
the three quarters of the year reached 3.5% of GDP.

Croatia: Incumbent President Milanovic wins the first round of presidential election and faces runoff on January 12
Czechia: CNB in line with expectations Future decisions data-driven

Poland: A slight downside surprise in December
Romania: Manufacturing hit by political turmoil

Analyst:
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Upcoming releases in CEE

Time Country Indicator Period  Erste Est. Prev. Comment

07. Jan 8:30 HU PPI (yly) Nov 2.60%

The balance of foreign trade is still positively influenced mainly by the production of
9:00 cz Trade Balance Nov 19.30 16.30  automobiles. Developments in a number of other sectors are lower, buffeted by
weak demand from Germany.

11:00 HR CPI (yly) Dec P 2.80% 2.80%  We expect flash estimate to be confirmed
11:00 HR CPI (m/m) Dec P 0.00

08. Jan 8:00 RO Unemployment Rate Nov 5.40%

09. Jan 8:00 RO PPI (yly) Nov -3.27%

Base effect from the previous year supports further improvement of the yearly rate.
8:30 HU Industrial Production (y/y) Nov -1.30% -3.10%  On monthly level, performance might have slightly declined, given weak state of
export markets.

8:30 HU Retail Sales (y/y) Nov 4.10% 3.60%  Subdued recovery probably continued supported by the Black-Friday effect.

9:00 cz Industrial Production (yly) Nov -0.40% 2.10% Industrial production remains volatile and weak due to subdued developments in

Germany.
9:00 SK Industrial Production (y/y) Nov 2.30% 1.90% Industry is expected to increase production both on yearly and monthly basis.
9:00 sk Retail Sales (y/y) Nov 2.00% 0.05 ;I;:tren gfflcnal sales registration system indicates a slight year-on-year increase in real
9:00 Sk Trade Balance Nov -120.00 391.70 Stagqatnon of the export activity combined with slighity rising imports could bring a
negative trade surplus.
10. Jan 8:00 RO Retail Sales (yly) Nov 0.40% 10.60% Strong retail sales growth Ilkely. continued in November helped by the increase in
real wages and consumer lending.
8:00 RO Trade Balance Nov -3724.60
8:00 RO GDP (g/q) 3QF 0.00% -0.08%  There is a possibility for a slight upward revision based on high frequency data.
CUNSUITIPUUIT IS EXPECLEU W TSI UIE T UNVEL. ITIVESUTIETILS SHUUIU Luluniue w
. be growth supportive. The negative effect coming from net exports expected to
0, 0,
8:00 RO GDP (v/y) SQF 1.10% 1.05% diminish. Argriculture should have a negative contribution due to unfavorable
10:30 SI Industrial Production (y/y) Nov 3.00% 3.50% Industrial production expected to maintain positive footprint
12:00 RS Central Bank Rate Jan-25 5.75% 5.75% We expect the NBS to remain on hold at the start of the year until we get more

clarity from the ECB and Fed

Source: Erste Group Resarch

Note: Past performance is not necessarily indicative of future results
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Forecasts
LCY Government bond yields
Friday's close  2025Q1 2025Q2 2025Q3 2025Q4 Friday's close
Czechia 10Y 4.10 3.81 3.69 3.59 3.52
Hungary 10Y 6.71 6.36 6.25 6.18 6.11
Poland 10Y 5.84 5.50 5.20 5.00 4.90
RomanialoY 7.29 7.10 6.78 6.65 6.56
Serbia 10Y 5.83 4.80 4.70 4.50 4.30
Croatia 10Y 52.00 85.00 80.00 80.00 80.00
Slovakia 10Y 86.00 110.00  110.00 110.00 110.00
Slovenia 10Y 67.00 75.00 75.00 75.00 75.00
DEI10Y yields 2.43 2.10 2.00 2.00 2.00
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 3.92 3.99 3.75 3.50 3.31 Czechia 4.00 4.00 3.75 3.50 3.25
Hungary 6.50 6.50 6.35 6.10 5.85 Hungary 6.50 6.50 6.25 6.00 5.75
Poland 5.84 5.80 5.60 5.40 5.20 Poland 5.75 5.75 5.50 5.25 5.00
Romania 5.92 5.70 5.70 5.50 5.05 Romania 6.50 6.50 6.50 6.25 5.75
Serbia 4.70 4.45 4.38 4.17 3.96 Serbia 5.75 5.50 5.25 5.00 4.75
Eurozone 273 2.46 2.22 1.98 1.99 Eurozone 3.00 2.50 2.25 2.00 2.00
Real GDP growth (%) Average inflation (%) Unemployment ‘

2022 2023 2024f 2025f 2022 2023 2024f 2025f 2023 f
Croatia 7.3 33 35 29 Croatia 10.8 8.1 2.9 27 Croatia 6.1 5.2 4.8
Czechia 29 0.0 0.9 2.2 Czechia 151 10.7 25 25 Czechia 2.6 27 3.2
Hungary 43 -0.9 0.5 2.0 Hungary 14.5 17.6 3.7 4.1 Hungary 4.1 45 43
Poland 5.3 0.1 2.8 3.3 Poland 14.4 11.4 3.7 4.1 Poland 5.1 5.1 5.0
Romania 4.0 2.4 0.8 2.8 Romania 137 10.5 5.6 4.4 Romania 5.6 5.3 5.3
Serbia 2.6 3.8 4.0 4.5 Serbia 11.9 12.5 4.7 3.7 Serbia 9.5 8.5 8.1
Slovakia 0.4 14 20 2.0 Slovakia 12.8 10.5 2.8 4.6 Slovakia 6.1 5.8 55 5.5
Slovenia 2.7 21 14 2.2 Slovenia 8.8 7.4 2.0 27 Slovenia 4.0 37 3.7 3.6
CEES8 avg 4.1 0.8 1.9 2.8 CEE8 avg 13.9 11.5 3.7 3.8 CEE8 avg 4.9 4.9 4.8 4.8
Public debt (% of GDP) CIA (%GDP) Budget Balance (%GDP)

2022 2023 2024f 2025f 2022 2023 2025f 2 2023
Croatia 68.5 61.8 58.2 57.5 Croatia -3.5 0.4 -0.2 -0.8 Croatia 0.1 -0.9
Czechia 42.5 42.4 435 44.4 Czechia -4.7 0.3 13 0.9 Czechia -3.1 -3.8
Hungary 74.1 73.5 734 73.3 Hungary -85 0.7 2.3 1.8 Hungary -6.2 -6.7
Poland 48.8 49.7 54.0 58.0 Poland -2.2 1.8 -0.3 -1.0 Poland -3.4 -5.1
Romania 475 48.8 52.4 54.2 Romania -9.5 -6.6 -8.1 -7.8 Romania -6.3 -6.6
Serbia 52.5 48.1 47.6 47.1 Serbia -6.6 -2.4 -5.5 -5.7 Serbia -3.0 -21
Slovakia 57.7 56.1 58.3 58.9 Slovakia -7.3 -1.6 -0.6 -0.2 Slovakia -17 -5.2
Slovenia 725 68.3 67.3 65.8 Slovenia -11 45 3.4 3.0 Slovenia -3.0 -2.5 .
CEES8 avg 52.3 52.2 54.6 56.6 CEES8 avg -5.0 -0.3 -1.2 -1.6 CEES8 avg -3.8 -4.9 -5.3 -4.9

Source: Bloomberg, Erste Group Research
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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, howe ver, 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. conne cted
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

