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CEE MARKET INSIGHTS

Mixed data on retail sales and industrial output
This week in CEE

This week will see a mixture of data releases and central bank announcements. On Monday, only Hungarian trade
balance figures are to be published. Czech industrial production on Tuesday is forecasted at modest y/y growth of
0.1%. On the same day, Romania's unemployment rate and PPI figures will be shown, while Hungarian retail sales are
expected to reflect a weak base effect and low consumer confidence. Slovak retail sales on are expected to return to
positive figures y/y, supported by real wage growth and lower inflation. Romania’'s retail sales on Wednesday are also
projected to grow monthly, although the annual figure may decelerate due to base effects. Hungarian industrial
production on Wednesday shows no significant improvement, reflecting ongoing sectoral challenges. On Thursday, the
Polish central bank is expected to hold rates steady, and Croatia’'s and Serbia’s PPI figures will be published. On Friday,
Slovak industrial production is expected to grow monthly but may decline y/y, and Hungarian CPI figures are expected
to stagnate before potentially increasing in May. Slovenia's industrial production is expected to continue its recovery in
March, and Serbia’s central bank rate is anticipated to remain unchanged, awaiting moves from the ECB.

Monday Tuesday Wednesday Thursday Friday
HU: Trade HU SK: Retail HU: Industry PL: Central bank SK,SI: Industry
CZ: Trade, Industry RO: Retail HR, RS: PPI HU: Inflation
RO: Unemployment, PPI SK: Trade RS: Central bank
RO: Trade
HU SI: Bills
RO: 2026 2033 Bonds RO: 2028 2031 Bonds
FX market FX market developments
20%  pepreciation Stronger economic readings and a more cautious stance of

central banks towards the future pace of rate cuts had a
positive impact on CEE currencies. The EURHUF dived
below 390 and the EURCZK returned to 25. The Czech
koruna has been supported by the new CNB forecasts,
0.0% - . — which now expect rates not to be cut so aggressively as
' I l - was assumed in the previous forecast. We keep our
baseline year-end forecast of the policy rate at 4%, which
is actually very close to the current CNB's projection. This
° week's central bank meetings in Poland and Serbia should
Appreciation not bring any change in rates as both central banks remain
EURCZK EURHUF EURPLN EURRON EURRSD in wait-and-see mode.

-2.0%

® Yy ® ww @ Expected move until end of Q2
‘Source: Erste Group Research, Refinitiv

Source: Bloomberg, Erste Group Research
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LCY yields, Eurobond spreads

LCY Bond Yields (%)
RO 107

6.9 (0.05)

HU 10v

RS 10Y 5.92 (-0.03)

PL10Y 5.67 (-0.08)

CZ10Y 4.24 (-0.11)

BG 10Y 40y

Source: Erste Group Research, Refinitiv

Source: Bloomberg, Erste Group Research

In case you missed

6.88 (-0.32)

Eurobond spreads (pp)

rozo33 [ : (-0.04)
rszoze | :.56 (0.04)
Huzosz [ .97 -0.07)

5G 2033 | 1.32 (0.03)

Lr2034+ | 1.13(0.18)

Lv2031 [ 1.07 (0.03)

pL203z [ 1.03 (-0.02)

ee2032 [ 1.03 (0.02)

skz034 [ 1.01 (-0.02)

HR 2034 [ 076 (0.09)

sizo34 [ 054002
Source: Erste Group Research, Refinitiv

CZ: Czech economy is recovering

CZ: CNB may ease the pace of rate cuts

HU: Economy revived in the first quarter

HR: Inflation down to 3.7% y/y in April

PL: Inflation in Poland bounces up

RO: Business sentiment up in April 2024

RO: BCR Romania Manufacturing PMI up in April
RS: 1Q24 GDP beats expectations

Analyst:
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Bond market developments

CEE government bonds rallied last week in reaction to the
FED's announcement that QT will be done at a slower pace
and the subsequent decline of yields on US Treasuries. The
long end of the HGBs yield curve witnessed the largest
move (-30bp w/w), followed by CZECHGBs (about -10-
20bp). The ROMGBSs curve remained unaffected due to
closed markets (orthodox Easter holiday). This week,
Romania will reopen ROMGBs 2026, 2028, 2031 and 2033
while Slovenia and Hungary will offer T-bills.

Note: Past performance is not necessarily indicative of future results


https://www.erstegroup.com/en/research/report/en/SR385823
https://www.erstegroup.com/en/research/report/en/SR386167
https://www.erstegroup.com/en/research/report/en/SR385796
https://www.erstegroup.com/en/research/report/en/SR385861
https://www.erstegroup.com/en/research/report/en/SR385850
https://www.erstegroup.com/en/research/report/en/SR385611
https://www.erstegroup.com/en/research/report/en/SR386009
https://www.erstegroup.com/en/research/report/en/SR385867
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Upcoming releases in CEE

Period

Survey

Erste Est.

Prev.
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Pre Comment

Time  Country Indicator
06. May 8:30 HU Trade Balance
07. May cz Industrial Production (y/y)
Ccz Trade Balance
8:00 RO Unemployment Rate
8:00 RO PPI (yly)
8:30 HU Retail Sales (y/y)
9:00 SK Retail Sales (y/y)
08. May 8:00 RO Retail Sales (y/y)
8:30 HU Industrial Production (y/y)
09. May PL Central Bank Rate
9:00 SK Trade Balance
11:.00 HR PPI (yly)
12:00 RS PPI (yly)
10. May SK Industrial Production (y/y)
8:00 RO Trade Balance
8:30 HU CPI (yly)
8:30 HU CPI (m/m)
10:30 S| Industrial Production (y/y)
12:00 RS Central Bank Rate

Mar P

May 9

Apr

Apr

Apr

Apr

May 9

5.75%

0.10%

1470.00%

0.50%

3.00%

5.20%

0.20%

5.75%

90000.00%

-1.50%

3.60%

0.70%

2.50%

6.50%

1691.00

0.70%

16.30

5.60%

-6.30%

1.10%

5.30%

7.10%

1.40%

5.75%

649.40

-1.90%

0.70%

-0.80%

-2174.00

3.60%

0.8%

2.80%

6.5%

The year-on-year development of industrial production will remain
wolatile this year. In the second half of the year, the impact of
improved foreign demand should also add to the recovery in
consumption.

The trade balance was affected by a positive seasonal effect.
Without it, the surplus would have been lower.

Unsupportive base effect from last year and only slowly improving
consumer confidence imply a subdued yearly growth figure.

Households are in a more favorable situation (growth in real wages,
lower inflation), so both retail sales and total household
consumption return to positive figures year-on-year

Strong real wage growth and rising consumer confidence should
result in a positive monthly growth rate, but the annual figure
expected to decelerate mainly due to the base effect.

No sign of any relevant improvment in the sector.

Foreign trade will affect the automotive industry and the drop in
prices of imported energy commodities.

On a monthly basis, a growth of the IP is expected, however,
compared to the previous year, a decline could be seen.

Headline rate probably stagnated before it starts to again increase
in May on the back of fading base effect.

The m/m increase was mainly driven by fuel prices.

Recovery on the industrial production side seen extending also in
March

We expect the NBS to remain on hold and wait for the ECB to
move first

Source: Erste Group Resarch




Forecasts

LCY Government bond yields
Friday's close  2024Q2 2024Q3 2024Q4 2025Q1

Czechia 10Y 4.24 3.85 3.67 3.50 3.36
Hungary 10Y 6.88 6.52 6.40 6.36 6.05
Poland 10Y 5.67 5.70 5.50 5.20 4.90
Romanial0Y 6.90 6.70 6.60 6.50 5.90
Serbia 10Y 5.92 6.00 5.80 5.60 5.50
Croatia 10Y 76.00 100.00  100.00  100.00  100.00
Slovakia 10Y 101.00  130.00 130.00  130.00  130.00
Slovenia 10Y 54.00 80.00 80.00 80.00 80.00
DE10Y yields 2.49 2.30 2.30 2.30 2.30

3M Money Market Rate

Friday's close

2024Q2

2024Q3  2024Q4  2025Q1

Key Interest Rate (deposit facility in Eurozone)

Source: Bloomberg, Erste Group Research

Friday's close  2024Q2 2024Q3 2024Q4 2025Q1 Friday's close

Czechia 5.19 4.94 4.44 3.95 3.85 Czechia 5.25 5.00 4.50 4.00 3.75
Hungary 7.47 6.90 6.65 6.50 6.35 Hungary 7.75 7.00 6.75 6.50 6.25
Poland 5.86 5.80 5.60 5.40 5.20 Poland 5.75 5.75 5.75 5.50 5.00
Romania 6.05 5.97 5.47 4.97 5.42 Romania 7.00 6.75 6.25 5.75 5.50
Serbia 5.69 5.65 5.00 4.56 4.15 Serbia 6.50 6.50 5.75 5.25 4.75
Eurozone 3.83 3.79 3.40 2.92 2.45 Eurozone 4.50 3.75 3.50 3.00 2.50
Real GDP growth (%) Average inflation (%)

2022 2023e 2024f 2025f 2022 2023e 2024f 2025f
Croatia 7.0 31 31 2.6 Croatia 10.8 8.1 31 2.7
Czechia 24 -0.2 13 31 Czechia 151 10.7 24 25
Hungary 4.6 -0.9 2.0 3.4 Hungary 14.5 17.6 4.7 4.0
Poland 5.6 0.2 2.8 35 Poland 14.3 116 4.5 4.0
Romania 4.1 21 2.6 3.9 Romania 137 10.5 5.9 3.7
Serbia 25 25 3.8 4.0 Serbia 11.9 12.5 4.2 2.8
Slovakia 19 1.6 2.0 27 Slovakia 12.8 10.5 3.0 3.0
Slovenia 25 16 2.3 25 Slovenia 8.8 7.4 2.7 25
CEES8 avg 4.3 0.7 2.5 3.4 CEES8 avg 13.8 11.6 4.2 3.5
Public debt (% of GDP) CIA (%GDP)

2022 2023e 2024f 2025f 2022 2023e 2024f 2025f
Croatia 67.8 63.0 61.0 59.4 Croatia -2.8 11 0.6 0.1
Czechia 44.2 44.0 45.0 45.5 Czechia -6.1 1.2 0.5 0.9
Hungary 74.1 735 73.2 722 Hungary -8.3 0.2 0.4 0.7
Poland 49.2 49.6 53.0 55.0 Poland -3.3 16 0.0 -1.0
Romania 47.5 48.8 49.6 49.6 Romania -9.2 -7.0 -6.9 -6.8
Serbia 55.2 52.5 50.9 50.4 Serbia -6.9 -2.6 -3.9 -4.8
Slovakia 57.7 56.0 58.2 59.6 Slovakia -7.4 -1.0 -1.2 -0.4
Slovenia 72.3 69.2 68.4 67.3 Slovenia -1.0 4.4 29 2.6
CEE8 avg 52.9 52.7 54.3 55.1 CEES8 avg -5.6 -0.3 -1.2 -1.5
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Unemployment (%)

2022 2023e 2024f 2025f
Croatia 7.0 6.3 6.0 5.7
Czechia 22 26 3.4 3.9
Hungary 3.6 4.1 4.5 3.9
Poland 5.1 5.2 5.1 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 3.7 3.6
CEES8 avg 4.8 4.9 5.0 5.0
Budget Balance (%GDP)
2022 2023e 2024f 2025f

Croatia 0.1 -0.7 -17 -1.5
Czechia -3.2 -3.7 -2.8 -2.4
Hungary -6.2 -6.7 5.2 -4.2
Poland -3.4 -5.1 -5.5 -4.0
Romania -6.3 -6.6 -6.2 -5.0
Serbia -3.1 -2.2 -25 -2.3
Slovakia -1.7 -4.9 -6.0 -5.0
Slovenia -3.0 -2.5 -3.0 -2.5
CEES8 avg -3.9 -4.9 -4.9 -3.8
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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 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
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