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CEE MARKET INSIGHTS

Czechia in the spotlight

This week in CEE

The Czech central bank meeting will be a key event this week. We expect to see another 50bp cut in our baseline
scenario. While inflation hit the central bank target in February, the Czech koruna remains relatively weak, holding off a
faster pace of monetary easing. Apart from Czechia, Poland will already release industrial output and retail sales growth
for February. In addition, producer prices will be published not only in Poland, but also in Czechia and Slovenia. Labor
market data, such as unemployment rate and/or wage growth, will be released in Croatia, Poland and Slovakia. Finally,
Slovakia will hold the first round of its presidential elections during the weekend (the vote will take place on Saturday,
March 23). There are two frontrunners: Pellegrini, supported by the ruling coalition, and Korcok, associated with the
opposition parties. On the rating evaluations front: Moody's is scheduled to review Poland’s rating and outlook on
Friday, after market close. No change is broadly expected.
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FX market FX market developments
40%  Depraciation The Hungarian forint was on a roller coaster over the last
week. The conflict between the government and the central
bank regarding the planned legislation on central bank
s functioning pushed the EURHUF higher. The decision to
postpone and consult over the legal changes, on the other
® hand, helped the EURHUF to move back down. The public
. holiday in Hungary on Friday could have also influenced the
0.0% . | — — = e currency move at the end of the week. The Czech koruna
I and Polish zloty strengthened against the euro over the last
week.
) Appreciation
o EURCZK EURHUF EURPLN EURRON EURRSD This week, the Czech central bank meeting will be a key
@YD @ Ww @ Expected move until end of Q1 event, and further easing of monetary conditions is in the

‘Source: Erste Group Research, Refinitiv

pipeline. Speeding up seems not to be an option, however,
as the currency development is considered a pro-
inflationary factor and many central bankers spoke with
cautiousness about the next steps despite February's
inflation hitting the central bank’s target.

Source: Bloomberg, Erste Group Research
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LCY yields, Eurobonds

LCY Bond Yields (%)

RO 10Y 6.6 (0.13)

HU 10Y 6.39 (0.3)

RS 10Y 6.02 (0)

PL 10Y 5.43(0.17)

BG 10Y 425(0)

cz 10y 3.75 (0.1)

‘Source: Erste Group Research. Refinitiv
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Eurobond spreads (pp)
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I .11 (0.1)
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‘Sowrce: Erste Group Research. Refiniti

Source: Bloomberg, Erste Group Research

In case you missed

CEE Outlook: Slightly weaker growth and lower inflation
CEE: Retail sector: strong start of the year

Croatia: Parliamentary elections will be held on April 17. President Milanovic declared he would run as a non-partisan
PM candidate in front of wide left bloc run by social democrats (SDP), the strongest opposition party.

Czechia: Weak industrial production data
Czechia: Prices of services continue to rise
Slovakia: Core inflation below 4% for the first time since July 2021
Romania: We revise year-end CPI forecast 0.5pp higher to 4.8% y/y
Romania: Industrial production down in Jan-24

Macro outlooks:

Czechia Outlook | Gradual recovery of the economy
Croatia Outlook | GDP outlook receives upgrade
Hungary Outlook | Slower rebound in 2024
Romania Outlook | 2024: Another year of sub-potential economic growth
Poland Outlook | Baseline remains broadly unchanged
Serbia Outlook | Growth tailwinds on the horizon
Slovenia Outlook | Growth momentum picking up in 2024
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Bond market developments

Last week, 10Y CEE government bond yields drifted up
about 10-30bp, mirroring the increase of yields on US
Treasuries triggered by higher than expected inflation. Two
CEE countries tapped international markets with their
syndicated bond issues. Poland sold three tranches (5Y,
10Y, 30Y) of USD-denominated Eurobonds worth USD 8bn
in total. In early January, Poland sold two EUR-denominated
bonds (10Y, 20Y) worth EUR 3.75bn in total. Slovenia
borrowed EUR 500mn through a 10Y Eurobond with a yield
priced at MS+58bp, far cheaper compared to the Slovak
10Y Eurobond issued at the end of February with pricing at
MS+100bp. This week, Slovakia will reopen SLOVGBs
2027,2032, 2033 and 2035, Czechia will reopen
CZECHGBs 2035, Romania will offer ROMGBs 2030, 2031,
while Czechia and Hungary are scheduled to sell T-bills.


https://www.erstegroup.com/en/research/report/en/SR377373
https://www.erstegroup.com/en/research/report/en/SR377196
https://www.erstegroup.com/en/research/report/en/SR377823
https://www.erstegroup.com/en/research/report/en/SR376928
https://www.erstegroup.com/en/research/report/en/SR377778
https://www.erstegroup.com/en/research/report/en/SR377343
https://www.erstegroup.com/en/research/report/en/SR377315
https://www.erstegroup.com/en/research/report/en/SR377149
https://www.erstegroup.com/en/research/report/en/SR377170
https://www.erstegroup.com/en/research/report/en/SR377143
https://www.erstegroup.com/en/research/report/en/SR376876
https://www.erstegroup.com/en/research/report/en/SR376723
https://www.erstegroup.com/en/research/report/en/SR377137
https://www.erstegroup.com/en/research/report/en/SR377176
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Upcoming releases in CEE

Time Country Indicator Period Survey Erste Est. Pre Comment

In the month-on-month terms, producer prices increased in

18. Mar 9:00 cz PPI (yly) Feb -1.25% -0.90% -1.80% February, mainly due to higher oil prices. Their y/y decline became
milder.
19. Mar SK Unemployment Rate Feb 5.10% 5.20%
20. Mar RS Current Account Balance (monthly) Jan -695.40
10:00 PL Industrial Production (y/y) Feb 2.38% 0.00% 1.60%
10:00 PL PPI (yly) Feb -8.69% -9.00%
10:00 PL Wages (yly) Feb 11.38% 12.80%

11:00 HR Unemployment Rate Feb 6.70% 6.80% Unemployment rate expected to decline on monthly level in

February
11:00 HR Wages (yly) Jan 8.60%
1430 cz Central Bank Rate Mar-24 5.75% 5.75% 6.25% g:;(’:gs%gg?gz? ':1;';? d‘seﬂzs f&jl’(‘f(’iri’r‘f:m the CNB to deliver
21. Mar 10:00 PL Retail Sales (yly) Feb 6.78% 4.60%
10:30 SK Current Account Balance (monthly) Jan -790.50
10:30 sl PPI (yly) Feb -1.00%
22-Mar No releases scheduled

Source: Erste Group Resarch

Analyst: Note: Past performance is not necessarily indicative of future results
Juraj Kotian

+43 (0)5 0100 17357
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Forecasts

LCY Government 1 yields

Friday's close  2024Q2 2024Q3 2024Q4 2025Q1
Czechia 10Y 3.75 3.85 3.67 3.50 3.36
Hungary 10Y 6.39 6.34 6.23 6.14 6.05
Poland 10Y 5.43 5.00 4.90 4.80 4.70
Romanial0Y 6.60 6.70 6.60 6.50 5.90
Serbia 10Y 6.02 5.90 5.70 5.60 5.50!

Spreads vs. German Bunds (bps

Croatia 10Y 80.00 100.00 100.00  100.00  100.00
Slovakia 10Y 115.00  130.00 130.00  130.00  130.00
Slovenia 10Y 64.00 80.00 80.00 80.00 80.00
DE1QY yields 243 2.30 2.30 2.30 2.30!

3M Money Market Rate

Friday's close

2024Q2

2024Q3 2024Q4  2025Q1

Key Interest Rate

Friday's close 404 2025Q1 Friday's close
Czechia 5.89 4.94 4.44 3.95 3.85
Hungary 8.07 6.60 6.60 6.60 6.35
Poland 5.85 5.65 5.50 5.30 5.15
Romania 6.07 5.97 5.47 4.97 5.42
Serbia 5.69 5.65 5.00 4.56 4.15
Eurozone 3.93 3.79 3.40 2.92 2.45 Eurozone 4.50 4.25 3.65 3.15
Real GDP growth Average inflat:
2 2023e 2024f 2025f 2023e
Croatia 6.3 2.8 31 2.6 Croatia 10.8 8.1
Czechia 2.4 -0.4 1.0 3.2 Czechia 15.1 10.7
Hungary 4.6 -0.9 2.0 3.4 Hungary 14.5 17.6 4.7
Poland 4.9 0.2 2.8 35 Poland 14.3 11.6 4.5
Romania 4.1 21 26 3.9 Romania 137 10.5 59
Serbia 25 25 33 35 Serbia 11.9 125 4.3
Slovakia 18 11 20 2.7 Slovakia 12.8 10.5 3.0
Slovenia 25 16 23 25 Slovenia 8.8 7.4 27
CEE8 avg 4.0 0.6 24 3.4 CEES8 avg 13.8 11.6 4.2
Public debt (% of GDP) CIA (%GDP)
2022 2023e 2024f 025f 2023e 2024f
Croatia 68.2 61.3 59.5 58.0 Croatia 13 0.8 0.3
Czechia 44.2 44.8 45.4 45.7 Czechia -6.1 12 0.5 0.9
Hungary 73.9 735 73.1 72.1 Hungary -8.2 0.2 0.7 11
Poland 49.1 50.0 53.0 55.0 Poland -3.3 16 0.0 -1.0
Romania 475 48.9 49.6 49.6 Romania -9.2 -7.0 -6.9 -6.8
Serbia 55.2 52.5 51.1 50.9 Serbia -6.9 -2.6 -39 -4.8
Slovakia 57.8 58.0 60.1 61.4 Slovakia -7.4 -1.0 -1.3 -0.4
Slovenia 723 69.1 68.6 67.4 Slovenia -1.0 4.4 29 2.6
CEE8 avg 52.9 53.1 54.4 55.1 CEE8 avg -5.6 -0.3 -1.1 -1.5

Source: Bloomberg, Erste Group Research
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Croatia 7.0 X 6.0 5.7
Czechia 22 2.6 34 3.9
Hungary 3.6 4.0 3.9 3.6
Poland 5.1 52 5.0 5.0
Romania 5.6 5.6 5.6 5.6
Serbia 9.4 9.5 8.8 8.6
Slovakia 6.1 5.8 5.7 5.7
Slovenia 4.0 3.8 37 3.6
CEES8 avg 4.8 4.9 4.9 5.0
Budget Balance (%GDP)

2022 4f 2025f
Croatia 0.1 -0.5 -2.0 -1.5
Czechia -3.2 -3.6 -2.8 -2.2
Hungary -6.2 6.5 -5.0 41
Poland -3.4 -5.4 -5.5 -4.0
Romania -6.2 -6.0 -5.7 -4.5
Serbia -3.1 -2.2 -25 -2.3
Slovakia -2.0 -6.0 -6.0 -5.0
Slovenia -3.0 -3.7 -3.3 -25
CEE8 avg -3.9 -5.0 -4.8 -3.7
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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
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
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