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Political uncertainty appears to be subsiding somewhat and a moderate economic
recovery should take hold in 2020. Central banks will maintain the course they have
adopted and keep an easy monetary policy in place. In this environment we prefer risk
assets to safe haven assets. Growth in corporate earnings should underpin further stock
market gains. In the corporate bond market we continue to recommend IG hybrid bonds

as well as BB-rated HY bonds.
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Economy

While a sustainable resolution of the US-China trade dispute does not
appear to be within imminent reach, we expect at least no renewed
escalation. The US economy should post a solid performance in the coming
year, primarily driven by consumer spending. While the labor market is in
strong shape, there are nevertheless no indications of a build-up of inflation
risks. The inflation rate should fluctuate between 1.5% and 2.0%. The
unfavorable global environment weighed on export growth in the euro zone
and pushed GDP growth in 2019 markedly below the level of 2018. We
expect the pace of economic growth to improve slightly in 2020 and are
forecasting GDP growth of 1.2%. While the exit of Great Britain from the EU
is now actually materializing, growth could be dampened by political
upheaval in Italy and/or Spain. Core inflation should slightly increase, but
not to an extent sufficient to push headline inflation close to the ECB's
target in the foreseeable future.

Bonds

Both the Fed and the ECB will maintain their policy bias in 2020 and
implement loose monetary policy. In the US we are forecasting an
unchanged federal funds rate and a slight rise in yields across the entire
yield curve. However, a renewed emergence of political risks (e.g. a further
escalation of the trade war) could unsettle the markets and put downward
pressure on yields. The ECB will leave short term interest rates unchanged.
A moderate improvement in economic data should weigh on the bond
market, while the ECB's asset purchase program should concurrently
provide support. All in all this is likely to result in just a slight increase in
yields. In the corporate bond market we continue to recommend IG hybrid
bonds and bonds of the rating category BB, the highest credit quality level
within the HY segment.

Currencies

Provided political problems do not escalate, the euro should benefit from an
improving economic outlook in 2020. Thus we expect a moderate
appreciation of the euro against both the US dollar and the Swiss franc. We
are forecasting a sideways move for gold in a trading range from USD 1,450
to USD 1,500.

Stocks

Diminishing political risks and improving growth prospects are leading to a
slight increase in investors' risk appetites. The prospects for corporate
earnings growth in 2020 are strong and the valuation of stocks continues to
be attractive in comparison to government bonds. We expect the global
stock indexes to post gains ranging from 0% to +5% in the first quarter.
Among sectors we specifically favor the technology, health care, industrial,
retail trade and consumer goods sectors.
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Investment Strategy Q1 2020

current Q120 Q220 Q320 Q4 20
Germany -0.30 -0.20 -0.20 -0.10 -0.10
] Austria -0.10 0,00 0.00 0,10 0.10
5| US 1.84 2.00 2.00 2.10 2.20
= CEE
?’9 Czech Republic 1.44 1.66 171 177 1.87
~| Hungary 1.79 2.09 2.15 2.20 2.25
2| Poland 2.01 2.05 2.05 2.10 2.10
Romania 4.60 450 4.50 4.60 4.60
Source: Erste Group Research estimates
Currencies Estimates
current Q120 Q220 Q320 Q4 20
< | EURUSD 1.11 1.15 1.15 1.15 1.15
S| CHF 1.09 1.12 1.13 1.14 1.14
O| Gold (USD) 1,477 1,480 1,490 1,490 1,490
CzZK 25.50 25.3 25.0 24.9 24.7
m HUF 329.20 335 335 335 335
O| PLN 4.26 4.31 4.31 4.32 4.32
RON 4.78 4.79 4.82 4.85 4.87
Source: Erste Group Research estimates
Equities Estimate
Q1 2020 min max FX
Global P 0% +5% usD
Europe P 0% +5% EUR
USA P 0% +5% usD
@ CEE ” 0% +5% EUR
S | BRICs
=2 Brazil 7 0% +5% BRL
‘> | Russia 7 0% +5% RUB
GE) India r 0% +5% INR
w  China 7 0% +5% CNY
Source: Erste Group Research estimates
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Germany and Italy weigh on

economic growth in 2019

Uncertainty factors in 2020:

Trade dispute, unstable

political situation in Southern

Europe

Strong growth momentum in ES and FR

GDP growth in %, yly
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Euro Zone Economic Outlook

Stable Growth Expected in 2020

Particularly the German manufacturing sector weighed on economic growth
in the euro zone in 2019, as it slid into a severe recession. As a result of the
unfavorable global environment, euro zone exports lost a great deal of
momentum, and exacerbated by weakness in inventories, GDP growth was
pushed below potential growth. By contrast, the growth momentum of
consumer spending remained by and large stable. Investment spending
benefited considerably from favorable one-off effects (transfer of assets to
Ireland for tax reasons). From a regional perspective, Germany and Italy
weighed on growth, while France and Spain reported solid growth
momentum despite the slowdown.

We are forecasting GDP growth in the euro zone to stabilize at +1.2% in
2020. We expect the downward pressure exerted by foreign trade and
inventory effects to abate. However, we believe that this will be offset by a
significant deterioration in the pace of investment spending (as a result of
substantial volatility in Irish data) as well as by slightly weaker growth in
consumer spending. After GDP growth was boosted by 0.2% in 2019 due to
fiscal expansion, we expect fiscal effects on growth to be neutral in 2020
(based on budget projections of the European Commission).

The global trade dispute remains a major uncertainty factor in 2020. For
instance, the US administration has not yet definitively abandoned the
possible imposition of tariffs on car imports from the EU. Moreover, political
trouble spots in the euro zone may also generate uncertainty and as a result
hamper economic growth. For example, the possibility that the far-left civic
movement Podemos might join a government coalition in Spain has already
triggered slight jitters in financial markets. Italy remains politically unstable
as well and could cause fresh uncertainty in financial markets at any time.
Lega, the strongest party according to polls, has been out of government
since May and is therefore actively working toward early elections in Italy.

Foreign trade and inventories weigh on growth
Weighted GDP growth by components
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No economic trend reversal
discernible

Inflation slightly below 2%

US Economic Outlook

US Economic Growth Remains on Track

Year-to-date US economic growth has held up well in the face of a difficult
environment. 2" and 3™ quarter growth rates were in line with the US
economy's growth potential and economic data released to date suggest
that a similar growth rate will be posted in the fourth quarter. Economic
growth was mainly driven by consumer spending and to a significantly
lesser extent by government expenditures. Not surprisingly, corporate
investment and net exports suffered most from the escalation in the trade
dispute with China as the year progressed. We expect US economic growth
to remain stable. As we expect at a minimum no renewed intensification of
the trade dispute with China, no additional pressure should emanate from
this front in the coming year. In our opinion there are no signs of imbalances
of the US economy the correction of which could trigger an economic
downturn. A robust labor market suggests continued growth in consumer
spending. There is some hope for corporate investment, as the downturn
has already lasted a long time by historical standards. However, indications
for a turnaround remain weak for the time being. All in all, we expect
economic growth of just below 2% next year.

The labor market continues to be characterized by strong jobs growth and
the unemployment rate stands at a 50-year low. Nevertheless, the labor
market still shows no signs of overheating. On the contrary, wage growth
has barely changed for quite a long time and thus provides no evidence of a
build-up of inflationary risks. The underlying trend of inflation is determined
by the core inflation rate. Monthly change rates were volatile in the course
of 2019, resulting in annual inflation rates ranging from 1.8% to 1.5%. This
should not change in the coming year. Our expectation for economic growth
in conjunction with no signs pointing to accelerating wage growth suggests
that core inflation should remain range-bound below 2%. Fluctuations in
energy and food prices should lead to occasional spikes in headline
inflation.

US economic growth has held up well in a difficult Inflation rates should remain range-bound

environment

GDP growth g/q annualized, contribution of components PCE, y/ly in %
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CEE Economic Outlook

Throughout the year, CEE economies have been among the growth leaders
in Europe. We expect them to remain so next year, despite external
headwinds that are behind the slowdown. So far, strong domestic demand
has been shielding the region from the external slowdown. However, the
weak global outlook, protectionism and possible structural changes in the
car sector are weighing more and more on CEE’s performance. The anemic
development of the manufacturing sector has left the most visible mark on
this year’s growth in Romania and Slovakia. In both countries, GDP
dynamics fell visibly short of expectations and the growth is set to slide
further in 2020 toward 3.5% and 2%, respectively. The outlook for the peers
is not too different - economic growth is likely to lose steam in all countries
except for Serbia, where acceleration to 4% is expected. In Hungary and
Poland, growth is likely to land around 3.5%, while in Croatia, Czechia and
Slovenia, dynamics around 2.5% should be expected. On average, the
CEES8 should slow to 3.2% in 2020 (from 3.7% in 2019), mirroring the
mostly sluggish external environment.

Backed by strong private consumption, domestic demand should shield the
CEE economies from a major slowdown. The tight labor market, dynamic
growth of wages and solid credit growth support consumer confidence and
a high level of spending. All in all, next year, consumption expenditure
growth should only be slightly lower in most of the countries, while in Serbia
and Slovakia we even expect an increase. Investment activity has been
benefiting from the ongoing flow of EU funds. In Czechia, Serbia and
Slovakia, the 2019 investment growth dynamics should be maintained. In
Croatia and Poland, the investment outlook is weaker, while in Hungary and
Romania, we expect a major slowdown from the current double-digit
dynamics, also the major factor behind next year’s lower growth dynamics.
The external balance should contribute positively to growth in Czechia,
Hungary and Slovakia, with weak imports mitigating the effects of lower
export growth.
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China: growth expected to slow further in
Q4
GDP yly in %
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India: slowdown in economic growth
GDP yly in %
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BRIC Economic Outlook

China

As aresult of the trade war, the pace of China's GDP growth continued
to falter in Q3 2019. Based on leading indicators we expect economic
growth in Q4 2019 to slow further to 5.8% y/y. However, thanks to
comprehensive fiscal (tax cuts) and monetary policy support measures
China's economic growth should stabilize in 2020. Developments in the
trade war with the US will be important in this respect. Any rapprochement
in the trade dispute should improve China's growth prospects, which would
be to the benefit of the euro zone economy as well, as export growth would
accelerate.

As a result of demographic trends (the working-age population is shrinking
since 2010) as well as the rapidly rising degree of economic development
(rising importance of the services sector) we expect a steady decrease in
China's GDP growth momentum in the long term. In the medium term China
has to forge ahead with market reforms in order to prevent a rapid decline in
the pace of economic growth.

India

India's GDP growth slowed further in the 3™ quarter, to an increase of
just +4.5% yly. For 2019 as a whole, the IMF now expects GDP growth of
just +6.1% (previous estimate: +7.0%). In the coming year, growth is
expected to accelerate to 7.0%. Thanks to a rapidly growing working-age
population India will enjoy above-average growth momentum for the
foreseeable future.

In order to improve the economy’s short term growth prospects, the Indian
government has already announced a surprise cut in corporate taxes
totaling around EUR 20bn in September. The effective corporate tax rate
will decrease from 30% to around 25%, bringing it into line with India's
competitors in Asia. The measure applies retroactively from 01 April.

The manufacturing purchasing managers' index (PMI) for November rose
slightly to 51.2 points. The moderate increase was inter alia attributable to a
slight improvement in export orders. The services PMI for November rose
significantly to 52.7 points, indicating a moderate expansion.

Inflation has in the meantime entered an uptrend and increased to +4.6% in
October. In light of this backdrop it will no longer be easy for the Reserve
Bank of India to cut interest rates further. The last rate cut by 35 basis
points to 5.15% was implemented in early October. It was the fifth rate cut
this year. Since the beginning of the year the Indian rupee has traded in a
stable trading range between 72 and 68.
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Brazil: Industrial Entrepreneur Confidence
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Brazil

Economic growth is expected to reach +2.1% (y/y) in 2020. Thus the
Brazilian economy seems set to grow more rapidly next year than in 2019,
for which a growth rate of +1% (y/y) is expected. The GDP growth estimate
nevertheless stands below the emerging market average.

Industrial production is expected to grow by +2.3% in 2020. The industrial
entrepreneur confidence index has increased in recent months. Both the
assessment of current conditions by companies and their expectations of
future business conditions have improved.

Despite the moderately positive growth outlook, the unemployment rate is
expected to amount to 11.3% in 2020 and is declining very slowly. A slight
decrease to 10.8% is forecast for 2021. As a result, growth in consumer
spending is likely to be quite moderate as well. It is estimated to increase by
approximately +2.4% in 2020. At an estimated +3.6%, the rise in consumer
prices will be quite low by long-term standards.

The country has a large budget deficit. Despite declining in comparison to
the previous year, it is expected to amount to -5.5% of GDP in 2020. A
budget deficit of -4.4% of GDP is expected in 2021. At -2.3% of GDP, the
current account balance is estimated to be negative in 2020 as well.

Brazil's central bank has recently cut the SELIC rate again, which currently
stands at 5%. The consensus is calling for a further reduction to 4.7% in
2020.

Russia

The Russian economy has likely grown by +1.2% (y/y) in 2019. The
consensus estimate for GDP growth in 2020 is +1.7% (y/y). Despite this
acceleration in economic growth, the estimated Russian GDP growth rate is
the lowest among the BRIC nations.

After growing by approximately +1.6% in 2019, consumer spending is
expected to grow by around +2.1% in 2020. Following an increase of +4.5%
in 2019, consumer prices are seen to rise more slowly in 2020 (2020e:
+3.5%). Growth in industrial production will probably change only slightly.
The estimated growth rate of +2.4% in 2019 is expected to be followed by
an increase to +2.5% (y/y) in the coming year.

Growth in government spending is quite muted. The consensus estimate for
2020 calls for an increase of just +1%. The government will probably post a
budget surplus of +1.2% of GDP in 2020. In addition, there will once again
be a current account surplus of around +4% of GDP in 2020.

Russia's central bank has cut its main refinancing rate to 6.5% in October.
The consensus estimate for 2020 calls for a further reduction to 5.95%.
10-year government bonds are currently yielding 6.4%. According to
consensus forecasts the downtrend in yields will probably end in 2020.
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ECB will debate, but won't act

Yields on German Bunds to rise
marginally

Bonds Yield Forecast Q1 2020
Euro Zone Main Refinancing Rate 0.00 %
German Bund -0.2 % (10Y)

Little Movement in Interest Rate Markets

ECB monetary policy is unlikely to change in the foreseeable future. While
the economy should recover after a difficult 2019, the pace of growth will
remain modest. Thus significant progress in the inflation rate toward the
ECB's target is highly unlikely, providing the ECB with no reason to take
back the measures it has implemented. At the same time the ECB has
announced a strategy review for next year, i.e., an internal discussion
process. An official agenda hasn't been set out yet, but a few statements on
the process have been made by central bank officials. One of the issues to
be discussed is the definition of the medium term price stability mandate.
Currently it is defined as an inflation rate target of below, but close to 2
percent. Both the target level as such and what precisely the “medium term”
entails will probably be up for debate. Additional topics will include a
“greener” ECB and unintended side effects of the current monetary policy
regime. The outcome of these discussions cannot be forecasted. However,
we currently do not expect any impact on either our or the market's interest
rate expectations.

We expect little movement in German Bunds. While a moderate
improvement in economic data should weigh on the market, the ECB's
asset purchase program should concurrently provide support. Overall, this
leads us to expect a marginal rise in yields. There are some risks to our
forecast, but we do not consider these to be particularly high. Downside
risks to yields emanate from political trouble spots. After the recent elections
in the UK a hard Brexit can be ruled in the course of next year. Only, if by
the end of 2020 neither a trade agreement nor an extension of the deadline
is agreed upon this risk would reemerge. Regarding the trade dispute
between China and the US, we expect harsh rhetoric to be maintained in an
election year, but a renewed escalation seems unlikely given the impact on
economic growth. Upside risks to yields are associated with a more
pronounced improvement in the economic outlook. However, excess
liquidity in global markets should sustain strong demand for securities and
therefore limit any increase in yields.

Slight movement in longer-dated maturities

German sovereign yield curve, in %
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We expect no change in
monetary policy

Change in market expectations
should cause yields to rise
slightly

us Yield Forecast Q1 2020
Federal Funds Rate 1.5-1.75%
US Treasury Notes 2.00 % (10Y)

Moderate Increase in Yields

We expect no change in US monetary policy for all of 2020. The current
policy stance of the Fed as communicated by Fed chair Jerome Powell
envisages interventions by the central bank solely in the event of material
changes to the economic outlook, for which we see no indications at
present. We expect the US economy to roughly maintain its current pace of
growth and the inflation rate to remain slightly below the Fed's target. By
contrast, the market currently expects one rate cut. We believe these
expectations will recede, which should be reflected in the bond market. The
Fed will continue to provide the markets with liquidity as needed. Its balance
sheet has grown by USD 300bn in the past three months alone, reversing
almost half of the previous reduction.

Receding market expectations for further rate cuts should be the main driver
of the bond market next year. The result should be a moderate rise in yields
across the entire yield curve. Risks appear to be limited at present. An
escalation in the trade war with China would generate uncertainty in the
markets and lead to a decline in yields, but that seems unlikely to happen.
While we expect US President Trump to persist with his brash rhetoric in the
coming election year, he will probably refrain from erecting fresh trade
barriers in order to avoid damaging the economy. We also believe that the
looming impeachment proceedings against President Trump are unlikely to
have much impact on the bond market. An impeachment trial will very likely
be held in the Senate in January. However, it can be almost certainly ruled
out that there will be a majority in favor of removing the President from
office. This would require at least 20 Republican senators to vote for his
removal. In the event that President Trump is in fact removed from office,
we would expect market sentiment to improve. The reason for this is that
under his successor, the current Vice President Pence, the trade dispute
with China would probably be suspended for the time being.

Markets need more liquidity than previously assumed US yield curve should shift slightly upward

Total assets held by the Fed, USD billion Yields on US treasuries by maturity, in %
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CEE Government Bonds Yield Forecast Q1 2020
Czech Republic 1.66% (10Y)
Hungary 2.09% (10Y)
Poland 2.05% (10Y)
Romania 4.50% (10Y)

The expected easing of inflation and external uncertainties supports stability
of rates across CEE next year. While inflationary pressures in Czechia
would be a sufficient reason to raise the interest rate, the central bank
remains cautious, due to risks stemming from the global outlook. In
Romania, the inflation rate sitting above the target prevents monetary
easing amid dovish major central banks. A rate hike is also unlikely, as the
National Bank of Romania would like to avoid speculative capital inflows
and leu appreciation triggered by the interest rate differential. The Polish
central bank feels comfortable with the current level of interest rates and the
outlook favors stability. The Hungarian central bank is expected to preserve
its accommodative stance alongside the ECB’s dovish tones.

Spreads of 10Y local currency government bonds over German Bunds have
been falling in the region in the fourth quarter this year. The major outlier is,
unsurprisingly, Romania, where spreads widened on fiscal woes. As
aggressive increase of pensions still seems the most likely scenario, the
high spread level is justified. The latest change of the outlook to negative by
S&P highlight the risk. Excessive Deficit Procedure seems more than likely
as well. Romania is the only country with a budget deficit above the fiscal
limit of 3% of GDP, while some CEE countries are even sitting on budget
surpluses. Further tightening of spreads also seems unlikely in Czechia,
Poland and Hungary. Ongoing fiscal expansion may create some upside
movement in Czech yields. As for Hungary, where spreads tightened the
most in 4Q19 vs. German Bunds, we also see no further room to decline.
However, current spread levels seem more or less justified by the need for
lower wholesale issuance amid the large amount of sales of retail bonds.

Currency markets in the region, albeit capable of large swings, do not show
marked mispricing in our opinion. The largest potential for appreciation
against the euro is in the Czech koruna. This is especially so as the
outcome British elections is perceived positively by markets. With this
outcome, fears of a hard Brexit can finally get out of the way. Elsewhere,
however, not much movement is expected. Romanian fiscal problems could
warrant a steady, two percent annual depreciation in the leu. The recent
strengthening of the Polish zloty does not imply further appreciation. The
forint is also likely to be kept weak by the central bank of Hungary.
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EUR-Corporate Bonds

Investment Grade

High Yield

f)g%%sa strong year for corporate What Comes After the Strong Performance in 2019?

2019 is likely to become the best year of the past five in the market for
EUR-denominated corporate bonds, despite numerous event risks. Credit
spreads tightened in the course of 2019, but the widening of spreads

Performance in %

1% N experienced in 2018 could not be offset in its entirety. Since the beginning
1% | =suze0i - of 2019 bonds of all rating classes have outperformed government bonds.
10% 1on2r2019 os% Topping the list are 1G hybrid bonds with a return of 12.0%, followed by HY
&% ) bonds with 9.5% and IG bonds with 6.4%. The EUR primary market was

o s 5% very strong as well and set a new record high this year with issuance

50 a9% w%l volume totaling EUR 440bn.

0% u I The trade war will remains one of the most important factors for corporate

Investment Grade IG Hybrid High Yield

Source: Erste Group Research (author's bond markets next year. The Brexit should be implemented by the end of

calculations) January, but other political trouble spots in the euro zone will remain with us
in 2020. According to Moody's, these are likely to hamper economic growth
in the euro zone and affect credit conditions negatively. Based on this, the

glfieﬂittl spreads tighten, ifo improves rating agency revised its 2020 outlook for EMEA non-financial corporate

HYgSpr)éads in basis points (Ihs) _bor_1ds from stable to negative. I_-|owev<_ar, |mpqrtant I_eadmg economic

- indicators such as the German ifo business climate index and euro zone

© manufacturing purchasing managers' indexes stabilized in the fourth

quarter. These indicators are likely to improve further in the course of next

year and should have a positive impact on credit spreads.

Corporate bonds will continue to be supported by the ECB's nhew securities
. purchase program (CSPP). We expect an average of net new corporate
bond purchases of EUR 2bn monthly (excl. reinvestment). However, the

EUR High ek Sreads (o) =0 Germany Busiess Clnae s ECB was quite active in EUR corporate bond markets after the start of the
f;’.ﬂﬁc.it.f,ff’e Group Research (author's CSPP in November 2019 and purchased EUR 6.3bn worth of bonds until 06
As of 10 December 2019 December, around one third thereof in the primary market. Currently the

ECB holds corporate bonds valued at around EUR 183.6bn.

Moody's is forecasting rising default rates in the speculative rating segment,
albeit from a very low base. After a low of 1.2% in 2019 the average default
rate is estimated to increase to 3.6% until the end of November 2020. This
is inter alia attributable to the strong increase in the number of companies
with a speculative rating, which has in the meantime reached a new record
high (612 companies in 2019 vs. 200 in 2009).

We are maintaining our forecast and continue to favor IG hybrid bonds in
the first quarter of 2020 as well as the highest rated securities in the HY
segment, namely BB-rated bonds. 99% of the issuers rated by Moody's in
this segment have adequate liquidity positions. However, in the event of an
escalation in the trade war, strong price volatility is to be expected in these
two segments as well. In view of persisting elevated uncertainty on the
geopolitical front we continue to favor defensive sectors.
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Improving global environment
argues in favor of the euro

Currencies
Forecast Q1 2020

US-Dollar 1.15

We Expect a Trend Reversal

We expect a gradual appreciation of the euro against the US dollar in
coming months. With little prospect for a change of interest rates on both
sides of the Atlantic, the currency pair lacks strong directional pointers, but
there should nevertheless be some movement. We expect that the negative
effects of political conflicts on the global economy will subside (trade war
US/China, Brexit). After a difficult 2019, economic growth should therefore
pick up again next year, for which initial signs are already in evidence. We
see greater potential for an improving outlook in the euro zone than in the
US, as the negative impact of these political issues was more pronounced
in the euro zone. In combination with an already highly valued US dollar this
suggests a trend reversal in EURUSD. This forecast is contingent on the
trade dispute between the US and China not re-escalating and triggering a
renewed economic downturn, which currently looks unlikely. After the
general elections in the United Kingdom have concluded with a clear Tory
victory, a Brexit by 31 January at the latest is all but certain; the hard Brexit
scenario is therefore off the table for now. Negotiations over a future trade
agreement between the EU and the United Kingdom will follow next year.

The euro should gain some ground
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Forecast Q1 2020

Swiss Franc 1.12

SNB maintains expansionary monetary policy

At its December meeting, the Swiss National Bank kept the interest rate on
sight deposits at the central bank at -0.75%. It remains willing to intervene in
foreign exchange markets as necessary, while taking the overall currency
situation into consideration. The SNB's expansionary monetary policy
continues to be necessary in view of the outlook for inflation in Switzerland.
According to the SNB's assessment, the Swiss franc continues to be highly
valued and the situation in foreign exchange markets remains fragile. The
SNB’s new conditional inflation forecast is slightly lower than the one it
published in September. It was lowered to +0.1% for 2020 (previously
+0.2%) and to +0.5% for 2021 (previously +0.6%). The SNB maintains its
existing baseline scenario for the global economy and expects economic
growth to remain muted in the short term. The easing of monetary policy is
likely to contribute to a recovery in economic output and thus also inflation
in the medium term.

In line with the moderate easing of tensions in the most important political
crisis situations (no hard Brexit, rapprochement in the trade dispute) the
Swiss franc has already weakened slightly against the euro since
September, from around 1.08 to a level of 1.095. Based on a currency
model we have developed on the basis of wealth and inflation differentials,
we estimate that the Swiss franc's fair value relative to the euro stands at
around 1.14. In light of the fact that a global economic upswing is taking
hold in 2020 we expect that investors’ risk appetites should increase. As a
result, demand for safe haven investments such as the Swiss franc should
continue to wane. In this environment we expect a continued gradual
weakening of the Swiss franc against the euro in the course of 2020 toward
our modeled value of approximately 1.14. Since a minimum exchange rate
is no longer enforced, the Swiss franc could appreciate strongly against the
euro at any time if other risks were to materialize (e.g. geopolitical conflicts,
escalation of the trade war or turmoil in Italy).
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Forecast Q1 2020
Gold in USD 1,450 - 1,500

The gold price declined by -0.4% in USD terms or -2% in EUR terms in
the fourth quarter. Since the beginning of the year it has advanced by
+18% in EUR terms.

The moderate decline in the gold price last quarter was primarily attributable
to an increase in supply and an overall decrease in demand. Despite almost
unchanged mine production (878 tons), the gold supply grew by +4% year-
on-year in the third quarter due to a strong increase in the supply of
recycled gold (354 tons). By contrast, demand decreased (from nearly
1,200 tons in Q3 2018 to 1,108 tons in Q3 2019), mainly as a result of the
price increase in previous quarters.

Demand for coins and bars decreased by fifty percent year-on-year to 150
tons in the third quarter. Investors partly took advantage of the large price
increase in the first half of the year to take profits. Jewelry demand declined
by -16% year-on-year to 461 tons as a result of the higher gold price. Global
central banks also purchased less gold in the third quarter than in the
comparable quarter of the previous year. Although their demand decreased
in the third quarter, their purchases have risen by +12% in the course of
2019 compared to the previous year.

Strong growth in gold demand was recorded in the gold ETF segment. ETF
demand rose to 409 tons in Q3 2019. That represents an increase of
+110% compared to Q3 2018. Rate cuts by the Federal Reserve and the
globally low level of yields underpinned this development.

Gold priced in USD
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Outlook:

A likely slight increase in yields on US treasuries in coming months is
a negative factor with respect to the prospects for gold prices.
Moreover, there is growing willingness on the part of mining companies to
hedge future production at current prices. This affects the gold price
negatively. On the other hand, the expected moderate depreciation of the
US dollar should have a positive effect. Overall, the potential for a further
price increase seems limited at present. We expect a sideways move in
coming quarters in a range from approximately USD 1,450 to USD 1,500.
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Consensus estimates
Earnings and revenue growth (yly, %)
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Source: Erste Group Research Index, FactSet.
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Stocks
Forecast Q1 2020

Global P 0% to +5%

The World Stock Index advanced +3.5% in EUR terms in the 4"
quarter. The index gained +25.8% in EUR terms in 2019 as a whole. The
US stock market and the global emerging markets index outperformed the
World Stock Index slightly (US: +3.7%, EM: +3.9%). The European stock
market posted a gain of +3.3%, slightly underperforming the World Stock
Index.

Most companies are likely to post earnings growth in 2019. Aggregate
earnings of companies on the global level are nevertheless likely to remain
almost unchanged year-on-year (2019e: -0.2%). The reason for this is that a
few companies, particularly in the semiconductor industry, will report large
losses in 2019. These companies are expected to return to profitability in
2020.

According to consensus estimates, the largest companies in the world
will post earnings growth of +7.5% in 2020. Revenue growth is expected
to accelerate from +2.6% in 2019 to +4.3% in 2020.

Technology is the largest global sector. It should once again achieve above-
average earnings growth in 2020. Consensus estimates call for earnings to
grow by +12.4%. The health care, industrial, retail trade and consumer
products sectors are also likely to post earnings growth rates exceeding the
global average.

The valuation of global stocks is currently moderate. The 2020 forward
P/E ratio stands at approximately 15.7x. The forward dividend yield
amounts to 2.5% for 2019 and 2.6% for 2020. Stocks are attractively valued
in comparison to government bonds. According to consensus estimates, the
US stock market, the largest market in the world, has a 2020 forward
dividend yield of 1.9%. Yields on 10-year US treasury notes currently stand
at a roughly similar level of 1.89%.

Positive outlook for global stocks in Q1 2020

The prospects for a further advance in the World Stock Index in the first
guarter of 2020 are favorable. Companies are likely to report stronger
earnings and revenue growth than in 2019. We expect the global indexes to
post a gain in a range of 0% to +5% in the first quarter.
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Global Sectors (1)

Energy

According to consensus estimates this sector is likely to post below-average
revenue and earnings growth rates in 2020 compared to other global
sectors. Revenue growth in 2020 is expected +2.6%, while earnings are
estimated to grow by +4.9%. The valuation of the sector is low as a result of
its meager growth prospects. The 2020 forward P/E ratio stands at 11.5x
and the forward dividend yield is 5.2%. We expect a negative performance
in the first quarter in a range of -5% to 0%.

Chemicals

Expected growth rates for this sector for 2020 are also below the global
average. According to consensus estimates revenues will grow by +4%.
After an expected decline in profits of -9.2% in 2019, earnings are expected
to stagnate in 2020 (2020e: -0.6%). Due to its below-average prospects the
sector's valuation is comparatively favorable. The 2020 forward dividend
yield amounts to 3.1%. We expect a moderately negative performance in
the first quarter ranging from -5% to 0%.

Commodity Producers

After the sector probably posted declines in both revenues (2019e: -1.8%)
and earnings (2019e: -22%) in 2019, the situation is expected to improve in
2020. Consensus estimates are calling for moderate revenue growth
(2020e: +0.5%) and earnings growth of +16.8%. The valuation of the sector
is very low. The 2020 forward P/E ratio stands at 11.4x and the 2020
forward dividend yield amounts to 4.4%. We expect the sector to post a gain
in a range of 0% to +5% in the first quarter.

Construction & Building Materials

This sector should see slightly stronger revenue growth in 2020 (+2.9%)
than in the previous year (2019e: +2.1%). With respect to earnings,
consensus estimates are calling for growth to accelerate (2020e: +12.6%).
All companies of the sector that are constituents of the Erste Global Index
are forecast to post rising earnings. We expect the sector index to generate
a return between 0% and +5% in the first quarter.

Industrial Goods & Services

This sector is expected to achieve above-average revenue and earnings
growth in 2020. Consensus estimates are calling for revenue growth of
+5.8%, while earnings are expected to grow by +11.9%. European
companies are also likely to benefit from the improvement in the outlook
and are estimated to achieve earnings growth of +9.7% in 2020. We expect
the sector to post a positive performance at the upper end of a range from
0% to +5%.

Car Makers & Car Part Suppliers

In 2019, car makers are likely to have suffered a strong decline in earnings
(2019e: -16%) and a moderate decline in revenues. Numerous companies
have reacted to this by restructuring their operations and reorienting their
product line-ups toward e-mobility. In 2020 the situation is expected to
improve. Revenues are seen to slightly increase again (2020e: +1.8%),
while earnings are expected to grow by +14.4%. A decline in earnings is
forecast for just one company in the sector (Nissan). We expect a
performance in a range of 0% to +5% in the first quarter.
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Global Sectors (2)

Food & Beverages

This defensive sector is expected to post stronger revenue and earnings
growth in 2020 than in the previous year. According to consensus
estimates, revenue growth will reach +3.8% in 2020 and earnings growth
+7.4%. The valuation of the sector in terms of its 2020 forward P/E ratio
stands at 21.9x, which is above the global average. The 2020 forward
dividend yield amounts to 2.5%. We expect the sector to gain between 0%
and +5% in the first quarter.

Household Appliances & Personal Care Products

The sector index advanced +4.4% in EUR terms last quarter. The largest
companies in this industry are Procter & Gamble, LVMH, L'Oreal and Nike.
The outlook for the sector is positive. Consensus estimates for 2020 are
calling for revenue growth of +4.9% and earnings growth of +8.4%. We
expect the uptrend of the sector index to continue. It should achieve a return
ranging from 0% to +5% in the first quarter.

Health Care & Pharmaceuticals

Revenue growth for both 2019 and 2020 is likely to be above the global
average. In 2019 revenue growth is expected to amount to +11.4%,
followed by +7.3% in 2020. Earnings growth in 2020 is expected to amount
to +8.7%. Earnings growth at European companies is seen to be slightly
slower (2020e: +6.6%). As a result of the stable earnings growth trend of
companies in this sector, it is less volatile than other sectors. We are
forecasting an advance in a range from 0% to +5% in the first quarter.

Retail Trade

The sector has delivered an above-average return since the beginning of
the year (+30% in EUR terms). The uptrend of the sector is primarily
attributable to favorable fundamental developments. Above-average growth
rates compared to other sectors are forecast for 2020 as well. According to
consensus estimates, revenues are expected to grow by +6.1% in 2020,
while earnings are estimated to grow by +10.4%. The two largest
constituents of the index are Amazon.com and Alibaba. Their forecast
growth rates for 2020 exceed the sector average significantly. We expect
the favorable trend to continue in the first quarter as well and are
forecasting a performance ranging from 0% to +5%.

Media

Earnings in the media sector are expected to increase by +13.2% in 2020.
The sector's growth momentum exceeds that of the World Stock Index. For
the three largest companies in the sector, Comcast, Netflix and Charter
Communications, the consensus expects high earnings growth rates in
2020 well above the sector average. The sector has an above-average
valuation, as the 2020 forward P/E ratio stands at 20.6x. The main reason
for this are the high expected and comparatively stable growth rates of the
sector. We expect the sector index to post a gain in the first quarter in a
range of 0% to +5%.
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Global Sectors (3)

Travel & Leisure

According to consensus estimates, revenue growth will reach +5.6% in
2019, followed by +6.2% in 2020. Earnings are seen to decrease by -0.7%
in 2019, while moderate earnings growth of +3.2% is expected in 2020. This
growth rate is markedly lower than that of the broad World Stock Index. The
sector's valuation in terms of its forward P/E ratio (2020e: 16.9x) is currently
higher than that of the World Stock Index (2020e: 15.7x), while the forward
dividend yield is lower (2020e: 1.8% vs. 2.6% for the global index). We
expect a performance at the lower end of a range from 0% to +5%.

Technology

The largest global sector by market capitalization delivered a return of +39%
in EUR terms this year. Revenue and earnings growth is expected to
improve in 2020 compared to the previous year. According to consensus
estimates, revenues will grow by +7.7%, while earnings growth will reach
+12%. We are forecasting a performance between 0% and +5% in the first
quarter.

Utilities

The utilities sector posted a loss of -0.3% in EUR terms last quarter. Thus
its return was below that of the World Stock Index (+3.5% in EUR terms).
Consensus estimates are calling for revenue growth of +6.1% in 2020 and
earnings growth of +10.5%. The 2020 forward dividend yield of the sector
amounts to 3.9%. We expect a moderately negative performance for the
sector index in the first quarter in a range of -5% to 0%.

Telecommunication

Telecommunication companies are growing very slowly. After a slight
decrease in revenues in 2019 by -0.4%, revenues are expected to grow by
+1.6% in 2020. The earnings situation of the sector is expected to improve
again in 2020 after earnings declined by approximately -13.1% in 2019. The
consensus estimate calls for earnings growth of +5% next year. Due to its
low growth the sector's valuation is low as well. The 2020 forward P/E ratio
stands at 13.8x, while the 2020 forward dividend yield amounts to 4.2%. We
expect a slightly negative performance in a range from -5% to 0% in the first
quarter.

Banks

The banking sector generated a return of +3.8% last quarter. After an
expected earnings decline of -2.3% in 2019, consensus estimates are
calling for earnings growth to resume in 2020. The expected growth rate is
+6%. European banks are expected to achieve earnings growth of +4.3% in
2020. The valuation of the sector is low. The 2020 forward P/E ratio stands
at 9.6x, while the 2020 forward dividend yield amounts to 4.4%. We expect
a moderately negative performance in a range from -5% to 0%.

Insurance Companies

The global insurance industry is likely report weakening revenue growth in
2020. At +1.5% expected revenue growth will be below average. According
to consensus estimates the earnings situation of insurance companies is set
to deteriorate as well. Earnings are expected to decline by -5.7% in 2020.
The sector's valuation in terms of the 2020 forward P/E ratio stands at
12.9x, the 2020 forward dividend yield amounts to 2.8%. We expect a
slightly negative performance in a range from -5% to 0% in the first quarter.
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Forecast Q1 2020
& 0% to +5%

Europe

The Erste Research Europe Index advanced +2.6% in EUR terms in the
fourth quarter. Since the beginning of the year the index has gained
+19%. With the exception of the telecommunications sector (-2.7%) all
sectors posted gains. Among the 10 largest European stocks the
performance of LVMH (+57%), SAP (+41%) and Nestle (+33%) stood out.

On the regional level Germany (+7%) and France (+3%) achieved the
strongest performance in Q4 among the countries with a large index
weighting. The moderate improvement in economic data and the de-
escalation in the US/China trade war had a positive effect on cyclical
sectors such as the industrial (+10%), automotive and technology sectors
(+7% each). Overall, 14 of the 19 sectors achieved a positive performance
in the quarter. The food and beverages sector (-6%) consolidated in the
wake of the strong gains achieved until the end of Q3.

Expectations for revenue and earnings growth in 2020 vary widely by
sector. Earnings for the European stock market as whole are expected to
grow by +11% in the coming year, while revenues are estimated to grow by
+3.7%. Earnings growth estimates diverge greatly between individual
sectors. The largest increase in earnings is expected for the technology
sector (+22%).
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As a result of exhibiting low earnings growth momentum by international
standards, the European stock market trades at an average valuation. The
2019 forward P/E ratio stands at 16.5x (global: 16.9x), the forward dividend
yield amounts to 3.5%. European stocks are attractive compared to German
Bunds (yield on 10-year maturity: -0.3%).

Outlook

As current earnings estimates indicate, sector allocation remains
crucial for investors. Thus we recommend stocks in growth sectors such
as technology, consumer cyclicals, consumer staples as well as health care.
For the European stock market as a whole we expect a gain ranging from
0% to +5% in Q1 2020.
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Forecast Q1 2020

USA P 0%to+5%

The S&P 500 Index gained +3.5% in EUR terms in the fourth quarter
(+5.3% in USD terms). In 2019 the US benchmark index achieved a
performance of +29% in EUR terms. Last quarter the technology and
banking sectors outperformed the broad market. The bank index rose by
+8.3% in EUR terms. The technology-heavy Nasdaq 100 Index gained
+6.2% in EUR terms.

The US economy is likely to continue to grow in 2020. Growth momentum
has decreased somewhat, which is particularly noticeable in the
manufacturing sector. The ISM manufacturing index has declined to 48.1
points. On the other hand, the difference between new orders and
inventories has risen slightly above the neutral threshold again. This
represents a first indication of improving conditions in the manufacturing
sector. Usually the stock market responds positively to such changes over
the medium term.

The ISM index for the services sector most recently stood at 53.9 points. It
has declined as well. The current level of the indicator signals a solidly
growing services sector with somewhat diminished growth momentum.

The outlook for listed US corporations remains positive. Consensus
estimates are calling for revenue growth of +5.2% in 2020 and earnings
growth of +7.1%. Current earnings estimates are signaling accelerating
growth momentum in comparison to the previous year.

The 2020 forward P/E ratio of the US stock market stands at 18.7x, the
dividend yield amounts to 1.9%. In view of the low level of yields on US
treasuries (1.81% on the 10-year note) and the positive economic growth
outlook, the valuation of stocks appears favorable.

Based on our expectation for a moderately weaker US dollar, the stocks of
export-oriented companies should exhibit relative strength next year. These
companies can primarily be found in the technology sector, but also in the
health care and consumer products sectors. In light of this, US telecom
companies, banks, insurers and utilities appear less attractive.

Outlook

In view of the favorable growth prospects for US companies we expect the
stock market to rally in the first quarter. It should post a gain in a range from
0% to +5%.
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Forecast Q1 2020
CEE ? 0% to +5%

Fueled by the current debate over climate change, ESG is rightly becoming
an increasingly important issue in emerging markets as well. ESG-themed
investment assets have rapidly captured a share of just over 20% of
emerging market investments. Moreover, ESG factors will presumably be
increasingly incorporated into capital market regulations and thus also affect
the eastern part of the EU.

Overall, the quality of reporting in Central and Eastern Europe remains
below the level of Western markets, although the ESG disclosures of
established reporting companies in the region are only slightly less
comprehensive than those found in the rest of the EU. Of course the size of
companies also plays an important role in this context. The highest quality is
found in the utility, commodity, energy and financial sectors. Turkey
surprisingly stands out with what it has already achieved, while Poland and
Romania are regional laggards. Particularly Poland with its currently
unfavorable energy mix (around 78% of electricity generation is coal-based)
still has considerable potential for improvement. In fact, the share of
renewable energy increased by 23% y/y in H1 2019, more than in any other
country in the region.

The impact of political uncertainty — for better or worse — remains
pronounced in the region. Indeed, it trumps even local political factors. A
possible easing of tensions exposes the region to the risk that as risk
appetites grow, regional markets will be driven to valuation levels which are
at odds with current growth prospects. Said prospects are certainly not as
bad as has been assumed, neither in terms of GDP growth nor in terms of
corporate earnings, but there is at the very least evidence of a cyclical
slowdown. The good news is that leading indicators in the region seem to
be bottoming out, which may possibly be followed by a recovery. However,
the latter has to actually happen; and while Central and Eastern Europe
definitely still has an advantage over other regions in terms of valuations,
this may be partly due to the recently muted momentum in corporate
earnings growth.

As a result we continue to be cautious with respect to cyclical sectors. Our
favorite sector in this segment would be technology. We would definitely
continue to add defensive elements, primarily in the form of high dividend
stocks. The real estate sector stands out in this respect (also in Poland),
although it is otherwise quite ambitiously valued.

We currently see strong earnings momentum in the pharmaceutical sector,
as well as in Hungary and Turkey on the country level. Of course, the latter
remains a decidedly speculative proposition and continues to harbor
substantial political risk. The Russian market should rally further, as growth
remains coupled with the potential for further rate cuts there. As an aside,
the same also applies to Turkey. Poland remains on standby for now, but in
the course of 2020 it should finally receive the expected boost on the back
of improving local liquidity due to the new retirement system. The Czech
market continues to be interesting, but on Romania and Croatia we are
considerably more cautious than previously.
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EGR India Index

Sales 10.4%
EBIT Adj. 17.2%
Gewinn Adj. 24.5%
PE 22,4x
Div. Yield 1.8%

Source: Erste Group Research Indexes, FactSet.

EGR China Index

Sales 3.6%
EBIT Adi. 5.0%
Gewinn Adj. 5.2%
PE 11,2x
Div. Yield 3.2%

Source: Erste Group Research Indexes, FactSet

Forecast Q1 2020
P 0% to +5%

India

India's stock market rose by 4.3% in EUR terms in the fourth quarter. It
delivered a performance of +12% in EUR terms for 2019 as a whole. This
was slightly below the return of the emerging markets average (+13%).

The medium term outlook for India's stock market remains positive. The
recent corporate tax reform supports further earnings growth. According to
consensus estimates, earnings are expected to post a strong increase of
+25.5% in 2020. Expected revenue growth stands significantly above the
emerging markets average. With respect to revenues, a growth rate of
+9.2% is expected in 2020.

The valuation of the Indian stock market is higher than the emerging
markets average. This is attributable to its strong expected revenue and
earnings growth rates. The market's forward P/E ratio stands at 22.4x for
2019 and 17.9x for 2020. The forward dividend yield amounts to 1.8% this
year and 1.9% in 2020.

The Indian stock market remains our favorite destination for emerging
market investments in 2020. We expect Indian stocks to deliver a positive
performance in the first quarter. The market should post a gain at the upper
end of a range from 0% to +5% in EUR terms.

Forecast Q1 2020
P 0% to +5%

China | Hong Kong

The Chinese stock market including Hong Kong moved sideways last
quarter (+0.6%). Stocks in the retail trade, technology, consumer goods
and real estate sectors achieved the strongest returns. The energy (oil &
gas), telecom and banking sectors exhibited relative weakness compared to
the broad market.

The confidence of manufacturing purchasing managers improved in
November. The relevant purchasing managers' index (PMI) rose to 50.2
points in November (October: 49.3). Thus the situation in the manufacturing
sector appears to be picking up.

According to consensus estimates revenue growth will reach +8.3% in 2020
(vs. 2019e: +3.6%). This represents a significant improvement for the top-
line growth prospects of Chinese companies compared to the previous year.
Corporate earnings are expected to grow by +6.8% in 2020. Risk factors for
investors include the trade war with the US and political unrest in Hong
Kong. The valuation of the stock market stands below the global average.
The 2020 forward P/E ratio stands at 10.4x, while the 2020 forward dividend
yield amounts to 3.3%.

In view of the low valuation of China's stock market and the favorable
outlook for corporate earnings, the market should achieve a positive return
in the first quarter. We expect it to post a gain in a range of 0% to +5%.
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Forecast Q1 2020

Brazil ? 0% bis 5%
Brazilian real vs. USD: The Brazilian stock market rose by +5% in EUR terms in the fourth
BRL/USD quarter. The strongest performance was achieved by stocks in the
o insurance, energy and financial services sectors. By contrast, bank stocks
vo and consumer staples stocks weakened.
a5 The outlook for earnings growth at Brazilian companies has improved. In
2020 earnings are expected to grow by +10% (in USD terms). However,
30 according to consensus estimates, revenues are seen to decline by -1.3%
in 2020 (in USD terms). The highest revenue growth rates are expected for
25 2015 2016 2017 2018 2019 BraZiIian banks-

Source: Datastream, Erste Group Research
Revenue growth at the largest listed companies is below average compared
to other BRIC nations. As result, valuations are low by global standards.
The 2020 forward P/E ratio stands at 10.2x (vs. 15.7x for the World Stock
Index). The forward dividend yield for 2020 amounts to 3.6% (vs. 2.6% for
the World Stock Index).

We expect a rally in the Brazilian index in the first quarter of 2020. It should
post a gain in a range of 0% to +5%.

Forecast Q1 2020

Russia # 0% to +5%
Russia RTS Index vs. the oil price: The Russian stock market rose by +8.5% in EUR terms in the fourth
1e00 % guarter. Its return of +42% (in EUR terms) since the beginning of 2019 is
1400 /\/\/N jz very large by global standards. As in the previous quarter, the energy sector
1200 J* W o was among the best performers. Only stocks in the steel sector lost ground
1000 ‘mf"\/’ W\f‘“’»/ © in the fourth quarter.
i 40
800 30 According to consensus forecasts corporate revenues should stagnate next
600t year (2020e: -0.2%). After a decline in 2019, earnings are expected to grow
—— RUSSARTSINDEX = o moderately again (2020e: +3.7%). The largest earnings growth rates are
expected for Sberbank, Novatec PJSC, Rosneft Oil and MMC Norilsk
Source: Datastream, Erste Group Research Nickel.

The valuation of Russia's stock market remains low, despite the rally in the
benchmark index. The 2020 forward P/E ratio stands at 6.2x, while the 2020
forward price/sales ratio stands at 1.0x. The Russian companies included in
the Erste 1000 Index have a 2020 forward dividend yield of 8.3%. Thus the
most important valuation metrics of the stock market remain well below the
global average even after the strong advance in the index in 2019.

We expect the Russian stock market to post a moderately positive return
next quarter. Its performance should be in a range of 0% to +5%.
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Tables & Appendix

Economic indicators

Fiscal Gross
GDP Inflation (% Un- employ. CA Balance Balance Debt
(% yoy) yoy) (C) (% GDP) (% GDP) (% GDP)
Eurozone 1.2 1.2 1.2 1.3 7.7 7.5 2.8 2.7 -0.9 -0.9 839 823
Germany 0.5 1.0 1.5 1.7 3.2 3.3 7.0 6.6 1.1 1.0 58.6 55.7
France 1.3 1.3 1.2 1.3 8.6 8.4 -05 -05 -3.3 -24 99.3 99.2
08)_ Spain 2.2 1.8 0.7 1.0 139 132 0.9 1.0 22  -1.9 96.4 95.2
o |Italy 0.2 0.8 0.7 1.0 103 103 29 29 -20 -25 133.2 1337
Austria 1.6 1.4 1.5 1.7 4.7 4.7 2.5 2.3 0.3 0.2 69.6 66.5
UK 1.2 1.4 1.8 1.9 3.8 3.8 -35 -37 -1.4  -15 85.6 84.8
Switzerland 0.8 1.3 0.6 0.6 2.8 2.8 9.6 9.9 1.0 0.4 38.6 373
Russia 11 1.9 4.7 35 4.6 4.8 5.7 3.9 1.0 0.1 16.5 17.7
o |Poland 4.2 34 2.2 2.1 5.6 5.8 -05 -07 -0.7 -0.8 46.5 45.0
§ Turkey 0.2 3.0 15.7 126 13.8 137 -06 -09 46 -4.7 30.1 30.8
UEJ Czechia 2.6 2.5 2.7 2.4 2.1 2.3 0.7 0.3 0.6 0.3 30.8 30.0
‘% Romania 4.0 3.5 3.9 3.3 3.9 4.0 -49 53 -43 -4.0 36.1 37.5
- Hungary 4.9 35 3.3 3.3 34 3.4 -0.2 0.1 -1.8 -14 66.9 64.6
Slovakia 23 2.0 2.6 2.2 5.8 5.9 -29 -17 -11 -1.2 48.4 48.1
USA 2.2 1.9 1.9 2.1 3.7 3.5 -25 -26 -5.6 -55 106.2 108.0
Canada 15 1.8 2.0 2.0 5.8 6.0 -1.9  -17 -0.7  -0.7 87.5 85.0
@ |Brazil 0.9 2.0 3.8 35 118 108 -1.2  -1.0 -75 -6.9 91.6 939
% Chile 25 3.0 2.2 2.8 6.9 6.9 -35 -29 22 -21 275 29.2
<Ef Mexico 0.4 1.3 3.8 3.1 3.4 3.4 1.2 -16 -2.8 -2.6 53.8 54.6
Argentina -31 -1.3 544 510 106 10.1 -1.2 0.3 4.0 -2.7 93.3 80.8
Colombia 3.4 3.6 3.6 3.7 9.7 9.5 -42 -4.0 -1.7  -0.9 51.0 49.0
China 6.1 5.8 2.3 2.4 3.8 3.8 1.0 0.9 -6.1 -6.3 55.6 60.9
Japan 0.9 0.5 1.0 13 2.4 24 3.3 3.3 -3.0 -2.2 237.7 237.6
® |India 6.1 7.0 3.4 4.1 na na -20 -23 75 -7.2 69.0 68.5
< Indonesia 5.0 5.1 3.2 3.3 52 5.0 29 27 -19 -18 30.3 30.0
South Korea 2.0 2.2 0.5 0.9 4.0 4.2 3.2 29 0.7 -0.8 40.1 434
Thailand 29 3.0 0.9 0.9 1.2 1.2 6.0 54 -0.2 -0.2 42.4 43.0
Australia 1.7 2.3 1.6 1.8 51 5.1 -03  -1.7 -0.7 -0.7 41.8 423
South Africa 0.7 1.1 4.4 52 279 284 -3.1 -36 -6.2 -6.7 59.9 64.2
World 3.0 3.4

Source: IMF, EU Commission, Erste Group Research estimates
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Forecasts?

GDP 2018 2019 2020 2021

Eurozone 1.9 1.2 1.2 13

us 2.9 2.2 1.9 2.2

Inflation 2018 2019 2020 2021

Eurozone 1.7 1.2 13 15

us 2.4 1.9 2.1 2.1

Currency current Mar.20 Jun.20 Sep.20 Dec.20
EURUSD 1.11 1.15 1.15 1.15 1.15
EURCHF 1.09 1.12 1.13 1.14 1.14
Interest rates current Mar.20 Jun.20 Sep.20 Dec.20
ECB MRR 0.00 0.00 0.00 0.00 0.00
3M Euribor -0.40 -0.40 -0.40 -0.40 -0.40
Germany Govt. 10Y -0.30 -0.20 -0.20 -0.10 -0.10
Swap 10Y 0.09 0.10 0.10 0.20 0.20
Interest rates current Mar.20 Jun.20 Sep.20 Dec.20
Fed Funds Target Rate* 1.55 1.63 1.63 1.63 1.63
3M Libor 1.90 1.90 1.90 1.90 2.10
US Govt. 10Y 1.84 2.00 2.00 2.10 2.20
EURUSD 111 1.15 1.15 1.15 1.15
*Mid of target range

Interest rates current Mar.20 Jun.20 Sep.20 Dec.20
Austria 10Y -0.08 0.00 0.00 0.10 0.10
Spread AT - DE 0.22 0.20 0.20 0.20 0.20

Source: Bloomberg, Erste Group Research

1 By regulations we are obliged to issue the following statement: Forecasts are no reliable

indicators for future performance
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Equities - Erste Global 1000 Index

Source: Erste Group Research, FactSet Consensus Estimates. Price data as of: 11.12.2019.

Weight Performance (%) Growth (%, yly)
No. of Mkt. Cap. (%) EUR Sales Net Profit Adj. P/E DY
Erste Global 1000 Index Companies EUR bn World iM  3M 12M YTD 19e 20e 19e  20e 19e  20e 19
1,014 46,095
Developed Markets 843 39,608 85,9 08 39 186 251 2,6 40 -1,3 75 18,1 16,8 2,4
Emerging Markets 171 6,487 14,1 -03 13 87 110 2,7 6,5 4,8 7,4 119 111 B2,
North America 448 25,814 56,0 13 37 209 286 53 49 48 6,4 196 184 18
Canada 36 1,126 24 -1,3 08 144 218 89 -01 23 33 143 138 33
USA 412 24,687 53,6 14 38 21,2 289 51 52 4,9 6,6 199 18,7 1,8
Europe 230 8,875 19,3 -03 37 147 194 25 37 35 113 165 148 3,5
Austria 3 46 0,1 -36 -07 95 213 4,6 1,1 50 59 118 111 3,4
Belgium 5 206 0,4 -01 -98 102 199 -6,7 3,0 118 1,9 16,8 16,5 31
Czech Republic 1 11 0,0 -41 -30 -62 -56 13,4 88 69,7 228 154 12,6 5,6
Denmark 9 295 0,6 21 87 242 297 8,8 81 -51 152 255 222 2,0
Finland 6 124 0,3 -26 -31 23 6,1 53 01 -44 146 182 159 3,6
France 46 1,882 4,1 -0,7 40 182 223 1,7 25 -46 120 169 151 3,0
2| Germany 32 1,309 2,8 -08 71 141 187 4,2 51 -85 133 157 138 3,0
_‘E Ireland 7 183 0,4 2,7 11,3 308 379 8,1 0,4 0,3 58 16,4 155 1,6
z ltaly 11 321 0,7 -2,7 36 169 20,7 -0,8 25 1,7 4,5 116 111 51
ué- Netherlands 16 805 1,7 -09 23 131 173 -0,1 20 -6,3 7,9 17,2 159 3,8
g Norway 167 0,4 65 -54 -7,7 -16 235 7,1 34 196 138 115 55
O | Portugal 2 25 0,1 -1,7 84 94 125 1,0 46 120 236 185 150 4,9
Spain 14 460 1,0 03 25 68 11,2 14 21 -102 149 146 12,7 4,7
Sweden 14 341 0,7 08 69 11,1 175 35 10 -97 161 193 166 3,6
Switzerland 24 1,261 2,7 1,1 29 20,7 267 35 37 00 118 198 17,7 3,2
United Kingdom 37 1,448 31 03 36 116 150 1,0 5,2 06 103 149 13,6 4,1
Asia/Pacific 165 4,920 10,7 -01 51 142 187 4,2 3,7 -111 74 152 141 31
Japan 103 2,949 6,4 02 51 141 20,2 8,3 35 -18 3,9 149 143 25
Singapore 5 156 0,3 -25 13 100 113 1,0 6,6 2,1 15 119 11,7 4,7
Australia 21 758 1,6 -05 02 147 171 31 05 -27 07 156 155 5,0
South Korea 22 567 1,2 -27 51 68 9.3 -6,3 33 -469 30,7 150 115 2,4
Taiwan 14 489 1,1 2,7 147 261 264 -2,5 79 -77 16,0 188 16,2 3,5
Emerging Asia/Pacific 127 5174 11,2 00 16 79 102 45 82 70 9,1 129 118 29
China (incl. HK) 59 3,594 7.8 05 07 66 108 3,6 8,3 52 6,8 112 104 3,2
India 38 1,043 23 -03 78 158 121 104 92 245 255 224 179 18
Indonesia 8 194 0,4 08 -46 51 4,6 6,5 8,1 98 111 17,7 159 2,9
Malaysia 7 94 0,2 -54 -4,1 -10,7 -115 -1,6 49 -6,6 4,8 140 134 4,1
£ | Philippines 69 0,1 16 93 235 244 103 130 196 143 255 223 1,0
E Thailand 11 180 0,4 -52 -73 10 4,3 -0,1 28 1,6 4,5 151 145 3,2
i Emerging Europe 16 522 11 -26 6,0 263 332 -5,0 01 -40 -40 6,2 6,5 6,7
%, Hungary 1 13 0,0 99 19,7 257 29,7 8,6 9,7 9,9 41 109 105 1,7
g Poland 3 23 0,1 -19,0 -16,1 -26,1 -25,8 49 -11 -00 0,8 8,6 8,5 4,4
W Russia 11 475 1,0 -1,9 73 315 401 -52 00 -47 -45 6,0 6,3 7,0
Emerging Americas 21 655 14 05 -11 72 78 06 22 26 137 135 119 32
Brazil 11 429 0,9 09 03 69 78 -36  -07 19 146 11,7 10,2 3,4
Chile 4 53 01 -39 -148 204 -193 188 45 -122 76 17,0 158 34
Mexico 4 132 0,3 -13 09 180 143 15 6,3 150 11,0 174 156 3,0]
Emerging Africa (S.A.) USD 7 137 0,3 -68 -110 -87 -82 18 6,7 9,8 8,6 135 124 3,3
Automobiles uUsD 30 987 21 -35 36 91 144 -1,6 18 -160 144 10,7 9,4 31
Banks usD 105 5,165 11,2 -1,2 38 109 141 -03 34 -23 6,0 10,2 9,6 4,2
Basic Resources uUsD 32 749 1,6 24 39 68 8,3 -1,8 05 -220 168 134 114 4,6
Chemicals uUsD 32 829 18 -15 22 122 153 -1,4 40 -92 -06 16,0 16,1 2,9
Construction & Mat. usD 16 369 08 -03 51 289 303 21 2,9 82 126 203 18,1 2,1
= Real Estate uUsD 47 1,153 25 06 02 12,7 182 91 110 3,2 9,4 180 164 3,2
-% Financial Services usD 41 1,314 2,9 25 61 284 339 2,9 41 0,9 4,0 173 16,7 2,0]
% Food & Beverage uUsbD 48 2,225 4.8 12 -36 152 220 1,6 38 -11 74 236 219 2,4
i@ Health Care uUsD 80 4,692 10,2 37 90 128 19,6 11,4 73 6,1 8,7 185 17,0 1,9
LB’ Industrials usD 119 4,207 9,1 02 43 219 280 4,7 58 -19 119 200 179 2,0
g Insurance uUsD 55 2,293 50 -06 19 182 203 8,3 15 255 -57 121 129 2,7
ﬁ Media uUsD 18 74 1,7 -21 -35 126 199 6,1 53 1,3 132 233 20,6 1,1
ue.l Energy uUsD 68 2,927 6,4 -26 -04 00 73 -31 26 -93 4,9 12,1 115 4,8
Personal & HH Goods uUsD 49 2,310 50 22 44 223 28,0 55 4,9 7,7 8,4 221 204 2,4
Retail usD 48 3,232 7,0 07 23 208 302 76 6,1 42 104 293 26,6 11
Technology usb 98 8,735 19,0 20 69 314 393 33 77 56 120 234 209 1,0
Telecom uUsD 35 1,699 3,7 -19 -16 68 111 -0,4 16 -13,1 4,6 145 138 4,1
Travel & Leisure usD 32 943 2,0 1,7 14 175 222 56 62 -0,7 32 174 169 2,0
Utilities EUR 19 488 1,1 14 24 153 173 -0,2 9,5 57 10,2 16,3 14,8 4,3
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Disclaimer

This investment research (the "Document”) has been prepared by Erste Group Bank AG or any of its consolidated subsidiaries
(together with consolidated subsidiaries "Erste Group") independently and objectively for the purpose of providing additional
economical information about the analyzed company or companies The Document is based on reasonable knowledge of Erste
Group's analyst in charge of producing the Document as of the date thereof and may be amended from time to time without
further notice. It only serves for the purpose of providing non-binding information and does not constitute investment advice or
investment recommendations. This Document does not constitute or form part of, and should not be construed as, an offer,
recommendation or invitation to subscribe for or purchase any securities, and neither this Document 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 security or financial product in a trading strategy. All information, analysis and conclusions provided herein are of general
nature. This Document does not purport to provide a comprehensive overview about any investment, the potential risks and
results nor does this Document take into account any individual needs of an investor (the "Investor") in relation to proceeds, tax
aspects, risk awareness and appropriateness of the security or financial product. Therefore, this Document does not replace any
investor- and investment-related evaluation nor any comprehensive risk disclosure; any security or financial product has a
different risk level. Performance charts and example calculations do not provide any indication for future performance of the
security or the financial product. Information about past performance does not necessarily guarantee a positive development in
the future and investments in securities or financial products can be of risk and speculative nature. The weaker the Company's
credit-worthiness is, the higher the risk of an investment will be. Not every investment is suitable for every investor. Therefore,
Investors shall consult their advisors (in particular legal and tax advisors) prior to taking any investment decision to ensure that —
irrespective of information provided herein — the intended purchase of the security or financial product is appropriate for the
Investor's needs and intention, that the Investor has understood all risks and that, after due examination, the Investor has
concluded to make the investment and is in a position to bear the economical outcome of such investment. Investors are
advised to mind the client information pursuant to the Austrian Securities Supervision Act 2018. Investment research is
produced by Erste Group's division for investment research within the framework provided by applicable laws. The opinions
featured in the equity and credit research reports may vary. Investors in equities may pursue different interests compared to
those of investors on the credit side, related to the same issuer. The analyst has no authority whatsoever to make any
representation or warranty on behalf of the analyzed Company, Erste Group, or any other person. 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
Document. Neither a company of Erste Group nor any of its respective managing directors, supervisory board members,
executive board members, directors, officers or 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
Document. Erste Group, associated companies as well as representatives and employees may, to the extent permitted by law,
have a position in the securities of (or options, warrants or rights with respect to, or interest in the financial instruments or other
securities of) the Company. Further, Erste Group, associated companies as well as representatives and employees may offer
investment services to the Company or may take over management function in the Company. This Document has been
produced in line with Austrian law and for the territory of Austria. Forwarding this Document as well as marketing of financial
products described herein are restricted or interdicted in certain jurisdictions. This, in particular, applies to the United States,
Canada, Australia, Switzerland, Korea and Japan. In particular, neither this Document nor any copy hereof may be taken or
transmitted or distributed, directly or indirectly, into the United States or to US Persons (as defined in the U.S. Securities Act of
1933, as amended) unless applicable laws of the United States or certain federal states of the United States provide for
applicable exemptions. Any failure to comply with these restrictions may constitute a violation of the laws of any such other
jurisdiction. Persons receiving possession of this Document are obliged to inform themselves about any such restrictions and to
adhere to them. By accepting this Document, the recipient agrees to be bound by the foregoing limitations and to adhere to
applicable regulations. Further information may be provided by Erste Group upon request. This Document and information,
analysis, comments and conclusions provided herein are copyrighted material. Erste Group reserves the right to amend any
opinion and information provided herein at any time and without prior notice. Erste Group further reserves the right not
to update any information provided herein or to cease updates at all. All information provided in this Document is non-
binding. Misprints and printing errors reserved.

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 Angencies
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.

If one of the clauses provided for in this disclaimer is found to be illicit, inapplicable or not enforceable, the clause has to be
treated separately from other clauses provided for in this disclaimer to the largest extent possible. In any case, the illicit,
inapplicable or not enforceable clause shall not affect the licitness, applicability or enforceability of any other clauses.
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Important Disclosures

THIS DOCUMENT MAY NOT BE TAKEN, TRANSMITTED OR DISTRIBUTED INTO THE UNITED STATES, CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN OR TO ANY U.S. PERSON OR TO ANY INDIVIDUAL OUTSIDE CANADA,
SWITZERLAND, AUSTRALIA, KOREA OR JAPAN WHO IS A RESIDENT OF THE UNITED STATES, CANADA, AUSTRALIA
OR JAPAN OR TO THE PRESS IN THESE COUNTRIES.

General disclosures

All recommendations given by Erste Group Research are independent, objective and are based on the latest company, industry and other general
information publicly available which Erste Group Research considers being reliable; however, we do not represent or assume any liability for the
completeness of accuracy of such information or our recommendation. The best possible care and integrity is used to avoid errors and/or misstatements.
No influence on the rating and/or target price is being exerted by either the covered company or other internal departments of Erste Group. Each research
drawn up by an analyst is reviewed by a senior research executive or agreed with a senior analyst/deputy (4-eyes-principle). Erste Group has
implemented thorough Compliance Rules on personal account dealings of analysts (please see “Conflicts of Interest”). Analysts are not allowed to involve
themselves in any paid activities with the covered companies except as disclosed otherwise. No part of their compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or views expressed by them contained in this document. Erste Group may engage in transactions with
financial instruments, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. In addition, others within
Erste Group, including strategists and sales staff, may take a view that is inconsistent with that taken in this research report.

Conflicts of Interest

Disclosures of potential conflicts of interest relating to Erste Group Bank AG, its affiliates or branches and its relevant representatives and employees with
respect to the issuers, financial instruments and/or securities forming the subject of this document are updated daily.

For an overview of conflicts of interests for all analysed companies by Erste Group in Credit Research please follow following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

Erste Group Bank AG ensures with internal policies that conflicts of interest are managed in a fair manner. The policy ,Managing Conflict of Interest in
connection with Investment Research* is provided under the following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

A history of all recommendations within the last 12 months is provided under the following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

Valuation and Methodology

Detailed information about the valuation and methodology of investment research by the Erste Group Bank AG is provided under the following link:
https://produkte.erstegroup.com/Retail/en/ResearchCenter/Overview/Disclaimer/index.phtml.

All market prices within this publication are closing prices of the previous trading day (unless otherwise mentioned within the publication).

Planned frequency of updates for recommendations

Target prices or recommendations for financial instruments are meant to be 12 month target prices or equivalent recommendations (except if other validity
period is stipulated) starting from the date of the publication. Target prices and recommendations are reviewed usually upon release of quarterly reports,
or whenever circumstances require (e.g. company updates, ad-hoc publications, etc.).

Periodical publications are identified by their respective product name and indicate update frequency as such (e.g. Quarterly). Recommendations
mentioned within these publications are updated in an according frequency, unless otherwise mentioned (e.g. target price or recommendation is not
updated on a monthly base, even when mentioned in summarizing monthly/quarterly product).
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Links

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. Erste Group does not accept responsibility whatsoever for any such material,
including in particular the completeness and accuracy, nor for any consequences of its use.

Additional notes to readers in the following countries:

Austria: Erste Group Bank AG is registered in the Commercial Register at Commercial Court Vienna under the number FN 33209m. Erste Group Bank AG is
authorized and regulated by the European Central Bank (ECB) (Sonnemannstrale 22, D-60314 Frankfurt am Main, Germany) and by the Austrian Financial Market
Authority (FMA) (Otto-Wagner Platz 5, A-1090, Vienna, Austria).

Germany: Erste Group Bank AG is authorised for the conduct of investment business in Germany by the Austrian Financial Market Authority (FMA) and subject to
limited regulation by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).

United Kingdom: Erste Group Bank AG is regulated for the conduct of investment business in the UK by the Financial Conduct Authority and the Prudential
Regulation Authority. This document is directed exclusively to eligible counterparties and professional clients. It is not directed to retail clients. No persons other than
an eligible counterparty or a professional client should read or rely on any information in this document. Erste Group Bank AG does not deal for or advise or
otherwise offer any investment services to retail clients.

Czech Republic: Ceska spofitelna, a.s. is regulated for the conduct of investment activities in Czech Republic by the Czech National Bank (CNB).

Croatia: Erste Bank Croatia is regulated for the conduct of investment activities in Croatia by the Croatian Financial Services Supervisory Agency (HANFA).

Hungary: Erste Bank Hungary ZRT. and Erste Investment Hungary Ltd. are regulated for the conduct of investment activities in Hungary by the Hungarian Financial
Supervisory Authority (PSZAF).

Serbia: Erste Group Bank AG is regulated for the conduct of investment activities in Serbia by the Securities Commission of the Republic of Serbia (SCRS).
Romania: Banka Comerciala Romana is regulated for the conduct of investment activities in Romania by the Romanian National Securities Commission (CNVM).
Poland: Erste Securities Polska S.A. is regulated for the conduct of investment activities in Poland by the Polish Financial Supervision Authority (PFSA).
Slovakia: Slovenska sporitelfia, a.s. is regulated for the conduct of investment activities in Slovakia by the National Bank of Slovakia (NBS).

Turkey: Tarkus Advisory, a non-regulated Turkish advisory company, is the exclusive equity research partner of Erste Group Bank AG, and is acting on behalf of
Erste Group Bank AG to cover Turkish issuers. Content, ratings and target prices are under the sole responsibility of Erste Group Bank AG.

Switzerland: This research report does not constitute a prospectus or similar communication in connection with an offering or listing of securities as defined in
Articles 652a, 752 and 1156 of the Swiss Code of Obligation and the listing rules of the SWX Swiss Exchange.

Hong Kong: This document may only be received in Hong Kong by ‘professional investors’ within the meaning of Schedule 1 of the Securities and Futures
Ordinance (Cap.571) of Hong Kong and any rules made there under.

© Erste Group Bank AG 2019. 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
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