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CEE MARKET INSIGHTS

Central banks in Serbia and Poland on hold

This week in CEE

There are two central bank meetings scheduled in Serbia and Poland. We expect stability of rates in both countries. We
will also get to see a series of inflation releases. However, only in Romania and Hungary will the December headline be
seen for the first time. In other countries, the final release with details will be provided. Other than that, the performance of
the industry sector will be published in Hungary and Romania, while Czechia will release retail sales growth in December.
Finally, several CEE countries will show their current account and trade data.
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weakening against the euro. The EURCZK moved up to

25.30, fueled by lower-than-expected inflation in

December, which has started the building-up of

expectations for a rate cut in 2026. The EURHUF ended the
_® week around 385 and the EURPLN at 4.21.

This week, Serbia and Poland’s central banks are expected
to remain on hold. In Serbia, it is too early for any decision
regarding the interest rate level, although the situation
around NIS is getting more stable. In Poland, central banker

eurrsp  Ireneusz Dabrowski suggested there is a chance for an
interest rate cut at the upcoming meeting after December’s
inflation development. We stick to our call for stability of
rates, however.
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LCY yields, Eurobond spreads

LCY Bond Yields (%)

HU 10Y 6.69 (-0.08)

RO 10Y 6.64 (-0.05)

PL 10Y 5.06 (-0.05)

CZ10Y 4.32 (-0.16)

Source: Erste Group Research, Refinitiv

In case you missed

Eurobond spreads (pp)

RO 2033 | 3.22 (0.11)
RS 2033 | 2.09 (0.04)
HU 2032 | 1.94 (0.11)
Lv2031 [N 1.35(0)

BG 2033 [N 1.18 (0.07)
PL2033 [N 1.04 (0.05)

EE 2032 [ 0.82(-0.05)
LT2036 [ 0.77 (0.05)

Sk 2036 M 0.59 (-0.03)

HR 2036 M 0.39 (0.08)
s12036 0.2 (-0.08)

CZ: The significant production growth may be a one-off
CZ: Inflation was once again influenced by food prices
HR: December inflation moderates to 3.3% y/y

HU: Slight growth in the black month

PL: Inflation in Poland ends the year below target

RO: November saw fourth straight annual drop in consumption
RO: End of the year blues in economic activity
RO: BCR PMI confirms manufacturing contraction in 2025 vs 2024

Analyst:
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Bond market developments

CEE bond markets started the year on a strong note. Last
week, 10Y LCY government bond yields declined by 10—
20bp, supported by market expectations of lower interest
rates. Since mid-December, FRAs have fallen sharply in
Czechia and Hungary. In the latter, this was driven by a
shift in the MNB's communication, which suddenly turned
more dovish. CEE countries have also begun their foreign
issuance in EUR, with Slovenia the first to tap international
markets. It issued EUR 1.75bn in 10Y Eurobonds. Hungary
followed with EUR 2bn via a 7Y Eurobond and EUR 1bnin a
12Y green bond. Poland raised EUR 3.25bn through a dual-
tranche Eurobond (5Y + 10Y). We expect more countries to
access international markets in the coming weeks, as 1Q is
typically the busiest period for foreign issuance. However,
overall foreign issuance this year is likely to be lower, as
CEE countries aim to utilize cheaper loans from EU
programs (RRF/SAFE). For more details, please refer to our
Bond Report, which will be distributed today.


https://www.erstegroup.com/en/research/report/en/SR482737
https://www.erstegroup.com/en/research/report/en/SR482468
https://www.erstegroup.com/en/research/report/en/SR482475
https://www.erstegroup.com/en/research/report/en/SR482899
https://www.erstegroup.com/en/research/report/en/SR482036
https://www.erstegroup.com/en/research/report/en/SR482898
https://www.erstegroup.com/en/research/report/en/SR482745
https://www.erstegroup.com/en/research/report/en/SR482178
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Upcoming releases in CEE

Country

Indicator

Period Erste Est.

Prev.
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Comment
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2.40%

3.30%

-0.40%

4.25%

A tiny monthly increase in the output could have occured, translating into a
moderation of the yearly decline in the performance.

We expect relatively unchanged inflation figure compared to the previous two
months

No change expected

The decline in the annual rate is mainly supported by the previous year’s high
base.

Price developments of foods and fuels suggest a small price decline on monthly
level.

Despite the slight inflation surprise to the downside (2.4% vs. 2.5%), no steps by
the NBP are expected.

We expect both headline and core inflation to remain relatively flat in December at
9.8% yly and 8.4% yly respectively.

Fuel prices are expected to post a decline for December, while natural gas prices
are seen inching higher. Mixed developments in the food component, while
senices inflation is expected to remain sticky.

Based on domestic confidence indicators and external demand data, industrial
production is expected to expand in monthly terms which should keep the annual
rate in green.

More than a half of the price growth is coming from senices, especially
recreational senices.

A month-on-month decrease driven by food frices accompanied by stagnation in
senices prices.

Note: Past performance is not necessarily indicative of future results
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Forecasts
LCY Government bond yields
Friday's close  2026Q1 Friday's close  2026Q1 2026Q2 2026Q3
Czechia 10Y 4.32 4.46 X EURCZK 24.27 24.30 24.26 24.19 24.10]
Hungary 10Y 6.69 6.74 6.65 6.57 6.62 EURHUF 385.45 385.00 385.00 385.00 385.00
Poland 10Y 5.06 5.00 5.00 4.90 4.80 EURPLN 4.21 4.20 4.25 4.25 4.25
Romanial0Y 6.64 6.80 6.70 6.60 6.50 EURRON 5.09 5.10 5.10 5.15 5.17
Serbia 10Y 5.01 5.10 4.90 4.70 4.60 EURRSD 117.20 117.30 117.20  117.10  117.20
EURUSD 1.16 1.20 1.20 1.22 1.22
Spreads vs. German Bunds (bps;
Croatia 10Y 39.00 35.00 40.00 40.00 40.00
Slovakia 10Y 59.00 75.00 70.00 70.00 70.00
Slovenia 10Y 20.00 40.00 40.00 40.00 40.00
DE10Y yields 2.82 2.70 2.90 2.90 3.00
3M Money Market Rate Key Interest Rate (deposit facility in Eurozone)
Friday's close  2026Q1 2026Q2 603 Friday's close  2026Q1 2026Q2 2026Q3
Czechia 3.51 3.56 3.56 3.57 3.57 Czechia 3.50 3.50 3.50 3.50 3.50
Hungary 6.41 6.20 5.95 5.95 5.95 Hungary 6.50 6.25 6.00 6.00 6.00
Poland 3.95 3.80 3.65 3.65 3.65 Poland 4.00 3.75 3.50 3.50 3.50
Romania 6.10 6.00 5.70 5.35 5.05 Romania 6.50 6.50 6.25 575 5.25
Serbia 4.68 4.68 4.47 4.26 4,05 Serbia 5.75 5.75 5.50 5.25 5.00
Eurozone 2.02 2.01 2.02 2.02 2.03 Eurozone 2.00 2.00 2.00 2.00 2.00
Real GDP gro Average inflation (%)
024 2025f 26f 7f ‘ 2024 2025f 2026f

Croatia 3.8 3.0 2.7 2.6 Croatia 3.0 37 32 2.6
Czechia 11 25 2.4 27 Czechia 24 25 22 22
Hungary 0.6 0.2 2.0 2.3 Hungary 37 4.4 3.4 3.4
Poland 3.0 35 35 3.1 Poland 3.6 3.6 25 2.4
Romania 0.9 13 21 3.0 Romania 5.6 7.3 6.5 3.0
Serbia 3.9 2.0 2.7 4.5 Serbia 4.6 3.9 3.3 3.8
Slovakia 19 0.7 13 18 Slovakia 2.8 4.0 4.1 2.7
Slovenia 17 0.9 2.1 2.3 Slovenia 20 2.3 2.1 19
CEES8 avg 2.0 2.3 2.7 29 CEES8 avg 3.6 4.1 3.4 2.6
Public debt (% of GDP) CIA (%GDP)

2024 2025f 2026f 4 2025f 2026f 2027f
Croatia 57.4 56.5 56.3 Croatia -2.2 -4.3 -4.7 -4.7
Czechia 433 431 433 Czechia 17 19 14 1.0
Hungary 735 74.1 74.8 Hungary 15 11 1.0 12
Poland 55.1 62.0 66.0 Poland 0.3 -1.0 -1.5 -1.0
Romania 54.8 59.2 61.1 Romania -8.2 -7.8 -6.8 -6.2
Serbia 46.7 43.8 43.9 Serbia -4.7 -4.7 -5.7 -5.2
Slovakia 59.7 61.8 62.8 Slovakia -4.6 -4.1 -4.0
Slovenia 66.6 66.5 67.0 Slovenia 4.5 3.2 2.9 2.6
CEE8 avg 55.3 58.8 61.1 CEES8 avg -1.2 -1.8 -2.0 -1.5

Source: Bloomberg, Erste Group Research
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Unemployment (%)

2024 2025f 2026f 2027f
Croatia 5.0 4.9 4.8 4.7
Czechia 2.7 29 35 35
Hungary 4.4 4.4 4.1 4.0
Poland 5.1 53 52 52
Romania 55 6.0 5.7 55
Serbia 8.6 8.6 8.6 8.1
Slovakia 5.3 5.4 5.8 5.6
Slovenia 37 36 3.6 35
CEES8 avg 4.8 5.0 5.0 4.9
Budget Balance (%GDP)
0. 2025f 2026f 2027f
Croatia -2.9 -3.0 -3.0
Czechia -2.0 -2.1 -2.4 -2.7
Hungary -5.0 -5.0 -5.3 -4.6
Poland -6.5 -7.1 -6.8 -6.0
Romania -9.3 -8.0 -6.4 -5.7
Serbia -2.0 -2.7 -3.0 -3.0
Slovakia -5.5 -4.8 -4.3 -4.0
Slovenia -0.9 -2.4 -2.9 -2.9
CEES8 avg -5.4 -5.6 -5.3 -4.9
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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
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