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CEE MARKET INSIGHTS

Central bank’s meetings in Czechia and Hungary

This week in CEE

This time we begin with last week's events, as the CEE region has been battling floods after heavy rainfall. We anticipate
that the economic impact on GDP growth will remain limited. Despite the floods being as heavy as in 1997 in many places,
the affected countries seem to have been better prepared. Not only were the forecasts more accurate, allowing the
affected areas not to be taken by surprise, but the countries have also invested in flood control measures as well as
retention basins. In the short term (by the end of this year), the industrial sector should receive a negative impulse in all
countries impacted by the flooding. Tourism in the regions may suffer as well. Finally, the damage to crops may have
inflationary effects. Once the restoration work begins and the reconstruction of buildings and infrastructure takes place,
the construction sector will get a boost, adding to GDP in the medium-term horizon.

This week, the meetings of the central banks in Czechia and Hungary are key events in the region. We believe that both
central banks will continue with monetary easing. Apart from that, August'’s retail sales growth will be published in Poland
and Slovenia. Further, labor market data will be released in several CEE countries. In Hungary, August’s unemployment
rate and July's wage growth will be released. The unemployment rate will also be published in Poland and wage growth
will be released in Serbia. Finally, Moody's should evaluate Romania’s rating and outlook on Friday after the market closes.

Monday Tuesday Wednesday Thursday Friday
HU: Wages HU: Central bank CZ: Central bank SK: Producer prices HU: Unemployment
PL: Retail sales PL: Unemployment rate RS: Wages Sl: Retail
RO: 2031 Bonds HU: Bills PL: Bonds RO: 2026 Bonds
FX market FX market developments
40%  pepreciation In the aftermath of the FOMC meeting last Wednesday, at

which the interest rates were reduced by 50bp, CEE
currencies have strengthened against the euro. There are
two central bank meetings this week in the region. In
Hungary, the central bank took a pause in August, but after
the ECB and the FOMC meetings, we expect another 25bp

2.0%

® rate reduction to 6.5% in Hungary. Although August’s
0.0% - = — — headline inflation surprised to the downside, the inflation
outlook has not really changed. Further, new inflation and
¢ growth projections will be published by the Hungarian
Appreciation central bank. In Czechia, we also expect monetary easing
B Resk EURHUF CURPLN EURRON currsp 1O continue. Further, in Czechia, the post of board member
@YD ®WW @ Expected move untilend of Q4 will need to be replaced in December. The economist Jakub
Source: Erste Group Research, Refinitiv Seidler (currently chief economist at the Czech Banking

Association) will be named by the President Pavel to
replace Tomas Holub at the central banker's post.
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LCY yields, Eurobond spreads

LCY Bond Yields (%) Eurobond spreads (pp)

RO 2033
6.67 (-0.12) RS 2033
HU 2032

RO 10Y

BG 2033

HU 10Y 6.08 (0.04)

LT 2034
PL 2033

SK 2034
PL 10Y

5.27 (0.11)
LV 2031

HR 2034

CZ 10Y 3.75 (0.06) EE 2032

812034

Source: Erste Group Research, Refinitiv

In case you missed

I 3.15 (-0.14)
I 266 (-0.12)
I 1.91 (-0.09)
I 1.38 (-0.08)
I 117 (0.11)

I 1.12 (-0.09)

I 1.09 (0.05)

I 1.02 (-0.09)

I 0.99 (-0.07)

I 0.93 (-0.06)

I 0.81 (0.08)

Croatia Outlook: Croatia joining 'A’ rating club
Slovakia Outlook: Solid domestic demand boosting the economy
Slovenia Outlook: Y24 GDP outlook taking a hit, with growth profile expected to strengthen in 2025-26
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Bond market developments

Throughout last week, the long end of the curve shifted
slightly up in most of the CEE countries. Floods across the
region will require some fiscal support in several CEE
countries. The Czech Ministry of Finance announced an
increase in the budget deficit by CZK 30bn compared to
the initial plan of CZK 252bn (roughly 0.4% of 2023 GDP)
and by CZK 10bnin 2025 (0.1% of GDP). Poland created
an additional reserve of PLN 1bn to combat the effects of
flooding. On top of that, the EU pledged to support Poland
with EUR 5bn, although that still may not be enough to
cover all losses, according to the Minister of Finance. In
general, Ursula von der Leyen announced that countries hit
by floods would have access to a EUR 10bn fund. The

~ Romanian government presented a budget rectification,

with a new deficit target of 6.94% of GDP for 2024,
compared to 5.0% expected at the beginning of the year,
driven mostly by fiscal easing ahead of elections. In
Slovakia, the government proposed a budget package
worth EUR 2.7bn, including the introduction of higher taxes
(the value-added tax rate will increase to 23% from 20%,
and a transaction tax will be introduced) to reduce the
general government deficit to 4.7% of GDP in 2025. In
Serbia, on the contrary, fiscal expansion is likely to take
place as hefty increases in minimum wage and pensions are
expected in 2025 (far beyond inflation impact).

Croatia: Fitch upgraded Croatia’s rating to A- with stable outlook.

Poland: Moody's has announced on Friday that Poland’s credit rating will remain at its current level.
CEE: CEE faces economic damages from floods
CEE: Employment keeps growing in the region

Analyst:

Jakub Cery

+43(0)5 0100 17338
jakub.cery@erstegroup.com

Katarzyna Rzentarzewska
+43 5010017356
katarzyna.rzentarzewska@erstegroup.com
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Upcoming releases in CEE

Time  Country Indicator Period  Erste Est. Comment

23. Sep 8:30 HU Wages (y/y) Jul 13.3%
10:00 PL Retail Sales (y/y) Aug 5.0%
24. Sep 10:00 PL Unemployment Rate Aug 5.0%

The September rate reductions carried out by major central banks
14:00 HU Central Bank Rate Sep-24 6.50% 6.8% coupled with the stable forint created a room for the MNB to
continue easing.

The sum of preliminary monthly statistics implies that the surplus on

25. Sep 8:30 HU Current Account Balance (quarterly) — 2Q 1832.00 1859.80 the 2Q24 C/A balance remained practically unchanged, compared
to 1Q24.
12:00 RS Wages (yly) Jul 8.0%
14:30 cz Central Bank Rate Sep-24 4.25% 4.5% The CNB could cut rates further if the reason is low inflation and

weak economic growth.

Since the beginning of the year, the decline in industrial producer
26. Sep 9:00 SK PPI (yly) Aug -7.5% -9.1% prices for the domestic market is contining due to lower energy
prices and drop in prices in manufacture of transport equipment.

27. Sep 8:30 HU Unemployment Rate Aug 4.2% 4.3% Unemployment rate probably stagnated at 4.2% in August.

10:30 S|

Retail Sales (y/y) Aug 6.1%

Source: Erste Group Resarch

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

vernment bond yields

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

Czechia 10Y 3.75 3.70 3.63 3.54 3.46
Hungary 10Y 6.08 6.29 5.98 5.89 5.76
Poland 10Y 5.27 5.30 5.20 5.00 4.90
Romanial0Y 6.67 6.80 6.70 6.50 6.40
Serbia 10Y 5.83 5.30 5.20 5.00 4.80

Croatia 10Y 99.00 95.00 95.00 95.00 90.00
Slovakia 10Y 109.00 115,00 110.00 110.00  110.00
Slovenia 10Y 81.00 80.00 80.00 80.00 80.00
DE10Y yields 2.19 2.50 2.60 2.60 2.60

3M Money Market Rate

Friday's close 2025Q1

Czechia 4.29 4.00
Hungary 6.44 6.25 6.10
Poland 5.85 5.85 5.80
Romania 5.55 5.32 5.62
Serbia 4.94 4.69 4.28
Eurozone 3.44 3.09 2.86
Real GDP growth (%)

2022 2023 2024f 2025f
Croatia 7.0 3.1 3.4 2.8
Czechia 29 0.0 0.9 2.7
Hungary 4.6 -0.9 1.4 3.2
Poland 5.6 0.2 32 37
Romania 4.1 21 19 2.8
Serbia 25 25 4.0 45
Slovakia 1.9 1.6 22 25
Slovenia 25 16 15 2.0
CEES8 avg 4.4 0.7 24 3.2
Public debt (% of GDP)

2022 2023 2024f 2025f
Croatia 67.8 63.0 61.0 59.8
Czechia 42.5 42.3 44.9 45.1
Hungary 74.1 73.5 73.1 725
Poland 49.2 49.6 54.0 58.0
Romania 475 48.8 51.4 52.8
Serbia 55.2 52.0 51.2 50.4
Slovakia 57.7 56.0 58.2 59.7
Slovenia 72.3 69.2 68.5 67.5
CEES8 avg 52.6 52.4 55.0 56.8

Source: Bloomberg, Erste Group Research

Friday's close

2024Q4

2025Q1

2025Q2  2025Q3

Key Interest Rate (deposit facility in Eurozone)

Friday's close

Eurozone 3.50
Average inflation (%)

2022 2023 2024f
Croatia 10.8 8.1 31 2.6
Czechia 151 10.7 2.4 25
Hungary 14.5 17.6 3.8 42
Poland 14.4 11.4 3.8 3.7
Romania 13.7 10.5 5.2 3.7
Serbia 11.9 12.1 4.6 35
Slovakia 12.8 10.5 2.8 33
Slovenia 8.8 7.4 21 23
CEES8 avg 13.9 115 3.7 3.5
CIA (%

2023 2024f

Croatia -2.8 11 0.4 -0.4
Czechia -5.9 12 0.5 0.8
Hungary -8.4 0.2 2.2 22
Poland -2.4 1.6 1.0 -1.0
Romania -9.2 -7.0 -8.1 -7.8
Serbia -6.9 -2.6 -4.2 -5.0
Slovakia -7.3 -1.6 -0.6 -0.2
Slovenia -1.1 4.5 32 2.8
CEES8 avg -5.2 -0.3 -0.8 -1.5
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employment (%)

2022 2023 2024f 2025f
Croatia 7.0 6.1 5.6 55
Czechia 2.2 2.6 2.8 3.4
Hungary 3.6 4.1 4.4 39
Poland 52 51 51 5.0
Romania 5.6 5.6 5.3 52
Serbia 9.4 9.5 8.5 8.2
Slovakia 6.1 5.8 55 5.4
Slovenia 4.0 3.7 3.6 3.6
CEES8 avg 4.8 4.9 4.8 4.8
Budget Balance (%GDP)

2022 2024f 2025f
Croatia 0.1 -0.7 -2.4 -2.0
Czechia -3.1 -35 -2.7 -2.3
Hungary -6.2 -6.7 -4.8 -4.4
Poland -3.7 -5.6 -5.7 -5.8
Romania -6.3 -6.6 -7.0 -5.5
Serbia -31 -2.2 -2.2 -25
Slovakia -17 -4.9 -6.0 -5.0
Slovenia -3.0 -2.5 -3.0 -2.5
CEES8 avg -3.9 -5.1 -5.1 -4.7
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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
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. connected 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.
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