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ZEW, the Centre for European Economic Research, Mannheim, and Erste Group Bank AG, Vienna, carry out a monthly survey for Central and East-
ern Europe, Austria, as well as the Eurozone, asking financial market experts for their assessments and expectations with regard to economic
and financial market data. The results of the current survey, conducted between December 23,2011 and January 16, 2012, are published in the
February 2012 issue of the “Financial Market Report CEE”. 86 financial market experts participated in this month’s survey. The answers of all
survey participants are included in the calculation of the indicators for the CEE region, the Eurozone and Turkey. The answers of the Turkish par-

ticipants are not considered for the calculation of the indicators for the individual CEE countries and Austria.

Economic Expectations Brighten Up for All
Countries in Central and Eastern Europe

The economic expectations for Central and Eastern Europe in-
cluding Turkey (CEE region) on a six-month time horizon have
brightened up in January. The respective indicator has improved
by 14.8 points to minus 26.6 points. The improvement of the eco-
nomic expectations for the CEE region is consistent with the over-
all sentiment for the Eurozone’s economic prospects. The respec-
tive indicator of economic expectations for the Eurozone has
risen by 30.9 points to a level of minus 32.7 points. The assess-

ment of the current situation in the CEE region has remained al-
most unchanged at minus 15.2 points in the current survey. The
respective indicator of the current business cycle in the Eurozone
has also remained roughly unchanged at minus 58.0 points. The
indicator reflecting the economic expectations for Austria within
the next six months has made a major improvement by 35.0
points in January. The evaluation of the current situation in Aus-
tria has remained at minus 3.1 points almost unchanged.

Economic Outlook for the CEE Region, Austria and the Eurozone

The ZEW-Erste Group Bank Economic Sentiment Indicator for
Central and Eastern Europe including Turkey (CEE), which is calcu-
lated as the balance of positive and negative assessments of the
economic development on a six-month time horizon, has improved
by 14.8 points to a level of minus 26.6 points in January. The re-
turning optimism for the economic prospects of the CEE region is
consistent with experts’ expectations for the Eurozone. The indi-
cator of economic sentiment for the Eurozone has increased by
30.9 points to a level of minus 32.7 points — the highest value of
the indicator since July 2011. The positive development could be
carefully interpreted as a signal of experts’ optimism for an up-
coming upswing in economic prospects of both regions — the CEE
and the Eurozone. The respective indicator for Austria has also
displayed a majorimprovement by 35.0 points to its highest value
until July 2011 — minus 12.1 points.

Experts’ assessment on the current economic situation has re-
mained almost unchanged in January. For the CEE region the cur-
rent level of the respective indicator lies at minus 15.2 points after
a slight decline by 1.0 point. The respective indicator for the Eu-
rozone is settled at minus 58.0 points and thereby the second
lowest value among all surveyed economies. The indicator for Aus-
tria, in contrast, has settled at minus 3.1 points.

Inflation concerns have been relaxed for the CEE region, the
Eurozone and Austria. The respective indicators have dropped by
16.6 points, 8.7 points and 21.1 points respectively. The indicator
for the CEE region thereby reaches its lowest value since August

2009 — minus 14.0 points. For the Eurozone more than half of the
experts assert that the inflation rate is likely to decrease in the next
six months. The respective indicator slowly reverses to its down-
ward trend and reaches a level of minus 24.4 points in this month’s
survey. A revision towards bullish expectations is observed in the
results of the current survey for the three stock market indices —
NTX (CEE), Euro Stoxx 50 (Eurozone) and ATX (Austria). The major-
ity of respondents (52.8 per cent, 64.2 per centand 52.5 per cent
respectively) expect the indices to increase in the first half of 2012.
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Czech Republic, Poland, and Slovakia:
Bullish Stock Markets

Indicators for the Czech Republic, Poland, and Slovakia
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Economic sentiments have significantly improved for the
Czech Republic, Poland and Slovakia. The respective indicators
have increased by 35.7 points, 30.7 points and 43.2 points re-
spectively. Experts’ assessment of the current economic situa-
tion in the Czech Republic and Slovakia remains slightly nega-
tive at minus 9.8 points and minus 2.7 points respectively after
a decrease by 5.0 points and respectively an increase of 5.2
points. In contrast, the indicator for Poland reflects a significant
improvement in the perceived business situation. The respec-
tive indicator has increased by 17.0 points in January and has
thereby reached a level of 19.5 points — the highest among all
surveyed economies.

Experts’ Inflation rate expectations for Poland and Slovakia
have displayed a further decrease in this month’s survey. The
majority of survey participants (46.2 per centand 42.5 per cent
respectively) count with decreasing inflation within the first half
of 2012. In contrast, the respective indicator for the Czech Re-
public displays a positive value of 14.3 points which signals
prevailing expectations of an increase of the inflation rate on a
six-month basis.

A recent increase of the stock market index in Poland (WIG)
is likely to have induced an increase in bullish expectations
among experts. The respective indicator of stock market senti-
ments has increased significantly by 20.8 points in January. The
indicator has reached a level of 42.0 points — the second high-
estamong all surveyed economies. Stock market sentiments for
the Czech PX 50 and the Slovakian SAX, in contrast, have in-
creased only moderately — by 4.1 points and 6.1 points respec-
tively. Whereas for the Czech stock market a majority of 46.7 per
cent of the experts hold bullish opinion, the prevailing opinion
for the Slovakian stock market is rather neutral - a majority of
44.8 per cent of the participants do not expect any significant
changes in the SAX.

According to a majority of 65 per cent of the survey partici-
pants, the Polish Zloty is expected to appreciate in the next six
months. Similarly, more than half of the experts (51.2 per cent)
expect an appreciation of the Czech Koruna against the Euro.

Croatia, Hungary and Romania:
Improved Economic Sentiments

Indicators for Croatia, Hungary, and Romania
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A majorimprovement is indicated by this month’s economic
sentiments for Croatia, Hungary and Romania. The respective
indicators have increased by 39.2 points, 20.6 points and 47.4
points respectively. The indicator for Romania thereby displays
the largest improvement among all economies included in the
survey. The indicator climbs up to a level of minus 5.3 points
and thereby approaches its historical average of 0.0 points. Ex-
perts’ assessment of the current economic situation in the three
countries — Croatia, Hungary and Romania, has changed only
slightly in January. The respective indicators settled at minus
46.0 points, minus 70.0 points and minus 39.4 points respec-
tively, currently by far the lowest levels among the countries of
the CEE region. Whereas for Croatia and Hungary the majority of
experts (54.1 per cent and 75.0 per cent respectively) assess
the current situation as rather bad, for Romania half of the ex-
perts describe the economic situation as rather normal.

Inflation rate expectations for Croatia and Romania have de-
creased significantly in the current survey. The respective indi-
cators have dropped by 27.6 points and 18.5 points respective-
ly. In contrast, inflation concerns for Hungary have increased by
9.1 points. Already more than half of the experts (53.9 per cent)
expect the inflation rate to increase in six-months-time. Thereby
the indicator is settled at the highest level among all surveyed
economies. In response to the highly perceived inflationary pres-
sure the Hungarian Central Bank is expected to increase interest
rates within the next six months. This is indicated by 51.4 per
cent of the experts.

Stock market expectations for the region have remained rath-
erunchanged in January. For the development of the stock mar-
ket indices of Croatia (CROBEX), Hungary (BUX) and Romania
(BET) experts still hold bullish expectations. This is indicated
by respectively 48.5 per cent, 44.9 per cent and 53.8 per cent
of the survey participants. The Hungarian forint is expected to
appreciate within the next six months as indicated by 45 per
cent of the survey participants. For the Croatian Kuna and the
Romanian Lei, in contrast, there is still a slight majority assert-
ing that no changes are to be expected.
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Turkey: Appreciation of the Turkish Lira in Sight

Indicators for Turkey
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Experts’ economic expectations for Turkey have improved in
January. The indicator of economic sentiments has increased by
23.8 points to minus 22.5 points. Experts’ assessment of the cur-
rent situation has also slightly improved by 3.4 points to a level
of 7.1 points — the second highest level among all surveyed econ-
omies. The indicator of inflation concerns displays a similarly ma-
jor decrease as last month. After a drop by 23.9 points the indi-
cator has settled at minus 5.4 points. In January experts continue
to revise downwards their expectations on the short-term interest
rates. The respective indicator has dropped by 26.2 points in ab-
solute terms and by 19.1 points in relative terms. A bearish revi-
sion is displayed by the sentiment indicator for the stock market
index ISE-100. The indicator has dropped by 11.0 points but still
the majority of the experts retain bullish expectations. An appre-
ciation is expected for the Lira by roughly half of the experts.

Special Question: Inflation and Interest Rate Expectations for 2012

Within this month’s special question financial market experts
were asked to evaluate the inflationary risk in the CEE countries
in 2012 and reveal their expectations on the monetary policy
response of the National Central Banks in the CEE region.

Following the opinion of the survey participants among all
surveyed economies inflation concerns are most severe for Hun-
gary. Almost two thirds of the polled experts assess the inflation
risk in Hungary as very high or high. Given the strong deprecia-
tion trend of the Hungarian Forint since July 2011, the expected
pressure on the inflation rate is consistent with the purchasing
power parity. In contrast, inflation rate expectations are moder-
ate for the other CEE countries included in the survey. For Bul-
garia and Romania roughly one third of the experts assess the
inflationary risk as high. The majority of 44 per centand 42 per
cent respectively assert that the inflation in these countries can
be expected to develop on an average pace. Average inflation
rate in 2012 is expected for Poland by the majority of 58 per cent
of the experts. For the Czech Republic and Croatia inflation is
even expected to decrease by 42 per centand 36 per cent of the
survey participants respectively.

How do you evaluate the inflationary risks
in the CEE countries in 20127
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Almost 70 per cent of the financial market experts expect the
Hungarian Central Bank to raise key interest rates in 2012. The
majority even expect the policy measure to be conducted rather
soon - within the first quarter of the year. In contrast, the Croa-
tian National Bank is expected to decrease the key interest rates
asindicated by 56 per cent of the survey participants. No further
changes are to be expected for the key interest rate in Romania
as the National Bank of Romania lowered the base interest rate
by 25 basis points at the beginning of the year. This is the opin-
ion of 60 per cent of the surveyed experts. For the Czech Repub-
lic, Poland and Bulgaria the majority would further expect the
key interest rates to remain unchanged throughout 2012. An-
other third claims that the key interest rates in Poland and the
Czech Republic will be decreased. Following the opinion of the
financial market experts Turkey is not expected to increase its
key interest rate in 2012, despite the high consumer price infla-
tion of 10.4 per cent (year-over-year) in December. More than
half of the survey participants foresee the base interest rate to
remain unchanged within the next year.

Zwetelina lliewa, Jan Fritz

Do you expect the Central Banks to meet decisions
on the key interest rates in 20127
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ZEW | Erste Group Bank - Financial Market Survey CEE: January 2012

Austria 151 (+6,0) 667 (-121) 18,2  (+6,1) 31 (01)
Croatia 81  (+54) 378  (-190) 541 (+136) 46,0 (-82)
Czech Republic 146  (+51) 610 (-152) 244  (+10,1) 98 (-50)
Hungary 50  (+02) 200 (-20) 750  (+1,8) 700 (-16)
Poland 366 (+19,5) 463  (-22,0) 171 (+2,5) 195 (+17,0)
Romania 53  (-02) 500 (+4,1) 447 (-39) 394 (+37)
Slovakia 184  (+7,9) 60,5 (-10,6) 211 (+27) 27 (+52)
Turkey 246 (+82) 57,9 (-13,0) 175 (+4,8) 71 (+34)
CEE (incl. Turkey) 109  (+3,7) 630 (-84) 261  (+4,7) 152 (-1,0)
Eurozone 52  (+34) 316  (-7.0) 632 (+36) 58,0 (-0,2)
Austria 182  (+35) 51,5 (+28,0) 303 (-315) 12,1 (+350)
Croatia 217 (+138) 432 (+116) 351 (-254) 134 (+392)
Czech Republic 214 (+119) 38,1 (+119) 405 (-238) 19,1 (+357)
Hungary 195 (+10,0) 244  (+0,6) 56,1 (-10,6) -36,6 (+206)
Poland 195 (+76) 512 (+155) 293  (-231) 98 (+307)
Romania 271 (+14,0) 405 (+194) 324 (-334) 53 (+474)
Slovakia 217 (+89) 459 (+254) 324 (-343) 10,7 (+432)
Turkey 172 (+9,8) 43,1 (+4,2) 39,7 (-14,0) =225 (+238)
CEE (incl. Turkey) 156  (+58) 422 (+32) 422 (-90) 26,6 (+148)
Eurozone 182 (+9,1) 309 (+127) 509 (-21,8) 32,7 (+30,9)
Inflation rate increase no change decrease balance
Austria 273 (-30) 182 (-151) 545 (+18,1) 272 (-211)
Croatia 250  (-48) 306 (-18,0) 444  (+228) 194 (-276)
Czech Republic 381 (-10) 381 (+4,0) 238  (-3,0) 143 (+20)
Hungary 539 (+7.5) 282 (-59) 17,9 (-1,6) 360 (+9,1)
Poland 250 (+1.2) 325 (-104) 425 (+92) 175 (-8,0)
Romania 271 (-17.6) 37,8 (+16,7) 351  (+0,9) 80 (-185)
Slovakia 230  (-41) 308  (-4,3) 462 (+84) 232 (-12,5)
Turkey 339 (-124) 268  (+09) 39,3 (+11,5) 54 (-239)
CEE (incl. Turkey) 279  (-29) 302 (-10,8) 41,9  (+13,7) 14,0 (-16,6)
Eurozone 265 (+30) 226 (-147) 50,9 (+11,7) 244  (-87)
Short-term interest rates increase no change

[abs.] [abs.] N [rel.]
Croatia 21,8  (-93) 520 (+120) 594 (+7,7) 480 (+-00) 188 (+16) 00 (-120) 30 (-109) 520 (+240)
Czech Republic 81 (-90) 267 (-139) 649 (+20) 533 (+283) 270 (+70) 200 (-144) -189 (-160) 67  (+0,5)
Hungary 51,4 (+-00) 633 (-173) 343 (-86) 167 (+7,0) 143 (+86) 200 (+103) 371 (-86) 433 (-276)
Poland 16,2 (+23) 419 (-05) 514 (-14) 323 (+20) 324 (-09) 258 (-1,5) -162 (+32) 161 (+1,0)
Romania 187 (+20) 480 (+35) 469 (-3,1) 320 (+61) 344 (+11) 200 (-96) -157 (+09) 280 (+13,1)
Turkey 31,4 (-197) 425 (-136) 51,0 (+132) 325 (+81) 176 (+65) 250 (+55) 138 (-262) 175 (-191)
Eurozone 84  (-61) 458 (+145) 458 (-84) 374 (+23)
Long-term interest rates no change balance

[abs.] N [rel.] [abs.] [rel.]

Croatia 312 (-10) 286 (-05) 313 (-151) 393 (-24) 2375 (+161) 321 (+29) -63 (-171) 35 (-34)
Czech Republic 333 (+28) 265 (+0,7) 500 (+11,1) 382 (+59) 167 (-139) 353 (-66) 166 (+167) -88 (+7.3)
Hungary 445 (-40) 406 (-142) 83 (-203) 63 (-131) 472 (+243) 531 (+27,3) -27 (-283) -125 (-415)
Poland 325 (-08) 294 (-6,1) 486 (+6,9) 324 (-31) 189 (-61) 382 (+92) 136 (+53) -88 (-153)
Slovakia 212 (-175) 218 (-116) 424 (+166) 313 (+1,7) 364 (+09) 469 (+99) -152 (-184) 251 (-215)
Turkey 40,8 (-147) 465 (-09) 306 (+17) 256 (-07) 286 (+130) 279 (+16) 122 (-277) 186 (-2,5)
Germany 410 (-11) 436 (+1,5) 154  (-04) 256 (-0,7)
Stock market indices increase no change decrease balance
EURO STOXX 50 525 (+13,5) 20,0 (-9.3) 27,5 (-42) 250 (+17,7)
ATX (Austria) 642 (+10,7) 17,9 (-10,7) 17,9 (+-0,0) 463 (+10,7)
NTX (CEE) 528 (+116) 194 (-159) 278 (+43) 250 (+7.3)
CROBEX (Croatia) 485  (+7.3) 273 (-10,9) 242  (+36) 243  (+37)
PX 50 (Czech Rep.) 46,7 (-1.8) 400 (+97) 13,3 (-7.9) 334 (+6,1)
BUX (Hungary) 449  (+25) 241 (-62) 31,0 (+3,7) 139  (-1,2)
WIG (Poland) 581 (+96) 258 (+16) 161 (-112) 42,0 (+20,8)
BET (Romania) 538 (+55) 231 (-114) 231 (+59) 30,7 (-04)
SAX (Slovakia) 38,0 (-20) 448  (+8,1) 17,2 (-6,1) 20,8 (+4.1)
ISE-100 (Turkey) 451  (-59) 294 (+08) 255  (+51) 19,6  (-11,0)
Exchange rates (vs. Euro) appreciate no change depreciate balance
Kuna (Croatia) 36,1 (+104) 472 (-128) 16,7 (+24) 194  (+8,0)
Koruna (Czech Rep.) 51,2 (+1,2) 39,0 (-1,0) 9,8 (-0,2) 41,4 (+1,4)
Forint (Hungary) 450  (-25) 225  (+75) 325 (-50) 125 (+25)
Zloty (Poland) 650 (+97) 200  (-89) 150  (-0,8) 50,0 (+10,5)
Lei (Romania) 362 (+7.6) 444 (-127) 194 (+51) 16,8 (+2,5)
Lira (Turkey) 49,1  (+121) 33,3 (-8,0) 17,6 (-4,1) 31,56 (+16,2)
US-Dollar 61,1 (+2,3) 22,2 (+2,6) 16,7 (-49) 44,4 (+7,2)

Note: 86 Financial market experts, 25 from which from Turkey, participated in the January survey which was conducted during the period 12/23/11-01/16/12. Analysts were asked about their expectations for the next 6
months. Numbers displayed are percentages (month-over-month percentage point changes compared to the survey in December 2011 in parentheses). Balances refer to the differences between positive and negative
assessments.
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