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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 January 8,2013 and January 22, 2013, are published in the Feb-
ruary 2013 issue of the “Financial Market Report CEE.” 79 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 participants

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

Strong Increase of Economic Sentiments
for Central and Eastern Europe

The economic expectations for Central and Eastern Europe
including Turkey (CEE region) on a six-month time horizon have
increased in January. The respective indicator has increased by
20.9 points to 27.0 points.

The evaluation of the current economic situation in the CEE
region has slightly increased by 5.7 points from the 0.0 mark.
The economic expectations for the Eurozone within the next six
months have slightly improved. The respective indicator has in-

creased by 4.7 points to a level of 22.9 points. The assessment
of the current business cycle in the Eurozone has slightly de-
creased by 2.8 points to a level of minus 57.4 points. The indi-
cator reflecting the economic expectations for Austria within the
next six months has increased by 17.3 points and has reached
a level of 32.1 points. The evaluation of the current economic
situation in Austria has slightly improved by 4.0 points to a lev-
el of minus 7.6 points.

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, increased
by 20.9 points to a level of 27.0 points in January. The improve-
mentis mainly due to majorly improved sentiments for Poland and
Hungary. The respective country indices have displayed a major
increase by 22.0 points and 19.8 points this month. Experts’ ex-
pectations for Austria and the Eurozone have also improved this
month. The respective indicators have increased by 17.3 points
(Austria) and 4.7 points (Eurozone). The sentiment indicator for
Austria thereby reaches the second-highest level among all sur-
veyed economies (32.1 points). The indicators of the current busi-
ness cycle in the CEE region and in Austria have slightly improved
by 5.7 points (CEE) and 4.0 points (Austria). The respective indi-
cators have thereby reached rather balanced levels of 5.7 points
(CEE) and minus 7.6 points (Austria). Experts’ assessment of the
current economic situation in the Eurozone has remained rather
unchanged at a level of minus 57.4 points.

Inflation concerns have sharpened significantly for the CEE re-
gion in January. The respective indicator of experts’ expectations
on the six-month inflation rate in the CEE region has increased by
32.9 points. The increase in inflation concerns is mainly due to a
sharp increase of inflation concerns for Romania and Turkey. The
respective indicator for Austria has also displayed a majorincrease
by 33.7 points to a rather balanced level of 7.8 points. The indica-

tor of inflation expectations for the Eurozone has also increased
by 13.2 points this month.

Stock market sentiments have displayed a major bullish revi-
sion for all CEE stock markets this month. Experts’ expectations
on the mid-term outlook of the EUROSTOXX 50 (Eurozone), ATX
(Austria) and NTX (CEE) have improved by 21.5 points, 14.7 points
and 19.0 points respectively. For all three stock market indices a
majority of more than two-thirds of the market experts currently
hold bullish expectations.

Indicators for CEE, Austria and the Eurozone (balances)
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Czech Republic, Poland, and Slovakia:
Bullish Stock Market Sentiments

Indicators for the Czech Republic, Poland, and Slovakia
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Economic sentiments have improved this month for all three
countries - the Czech Republic, Poland and Slovakia. The respec-
tive indicator for Poland has increased significantly by 22.0
points to a level of 28.0 points. The respective indicators for the
Czech Republic and Slovakia have increased slightly by 5.7
points (Czech Republic) and 9.3 points (Slovakia) to levels of
28.6 points (Czech Republic) and 15.7 points (Slovakia) respec-
tively. The indicators of the current business cycle in the Czech
Republic and Poland have increased by 13.3 points and 8.2
points respectively. In contrast, the respective indicator for Slo-
vakia displays a slight decrease by 3.3 points of experts’ as-
sessment on the current economic situation in the country.

The indicators of the current business cycle in the Czech Re-
public, Poland and Slovakia have thereby reached level of mi-
nus 32.4 points, minus 9.4 points and minus 9.7 points.

Inflation concerns have sharpened significantly for Poland.
The respective indicator of experts’ expectations has increased
by 15.7 points to a level of minus 22.5 points in January. Ex-
perts’ expectations on the short-term interest rates in Poland,
however, display only a marginal increase by 1.4 points to a
level of minus 56.7 points. The indicator of inflation concerns
for the Czech Republic has slightly diminished by 4.6 points to
a level of minus 35.2 points. The respective indicator for Slova-
kia has remained almost unchanged at a level of minus 36.6
points — the lowest level among all surveyed economies.

Stock market sentiments for the Czech PX 50, the Polish WIG
and the Slovakian SAX have displayed a bullish revision in Jan-
uary. The respective indicators have increased by 11.5 points
(PX 50), 18.2 points (WIG) and 34.3 points (SAX) respectively.
A revision of exchange rate expectations towards appreciation
has been displayed for the Czech Koruna and the Polish Zloty
against the Euro. The respective indicators have thereby in-
creased by 8.9 points (Czech Koruna) and 13.8 points (Polish
Zloty) to level of minus 3.2 points (Czech Koruna) and 10.6
points (Polish Zloty). Nevertheless, the majority of 65.6 per cent
and 53.6 per cent respectively, expect both currency pairs to
remain rather unchanged in the next six months.

Croatia, Hungary and Romania:
Revision of Foreign Exchange Forecasts

Indicators for Croatia, Hungary, and Romania
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Economic sentiments have improved significantly for Croatia
and Hungary. The respective indicators have increased by 14.5
points and 19.8 points respectively. The indicators thereby reach
levels of 20.5 points (Croatia) and 28.6 points (Hungary). The
respective sentiment indicator for Romania has slightly im-
proved this month by 6.7 points to a level of 26.6 points.

Experts’ assessment of the current economic situation has
slightly improved for Croatia and Romania. The respective indi-
cators have increased by 8.1 points (Croatia) and 3.5 points
(Romania). The indicator for Hungary has remained almost un-
changed at a level of minus 69.8 points — the by far lowest lev-
el among all surveyed economies.

Inflation concerns in Hungary and Romania have sharpened
in January. The respective indicators have increased by 19.8
points (Hungary) and 41.2 points (Romania). The indicator re-
flecting the inflation concerns for Romania thereby displays the
highest increase among all surveyed economies. The indicator
reflecting the expectations on the Hungarian short-term inter-
estrates hasincreased by 16.9 points. The respective indicator
for the short-term interest rates in Romania has decreased by
18.4 points.

Stock markets expectation sentiments have improved sig-
nificantly for the Croatian CROBEX, the Hungarian BUX and the
Romanian BET in January. The respective indicators have in-
creased by 27.6 points (CROBEX), 18.1 points (BUX) and 23.2
points (BET). The stock market sentiments indicators have there-
by reached levels of 63.3 points (CROBEX), 50.1 points (BUX)
and 68.2 points (BET).

Major revision of exchange rate expectations has been dis-
played by the responses for the Croatian Kuna, the Hungarian
Forint and the Romania Lei. The respective indicator for the Cro-
atian Kuna has thereby been revised towards an expected ap-
preciation of the currency and displays an increase by 44.1
points this month — the by far largest revision among all sur-
veyed currency pairs. The indicators for the Hungarian Forint and
the Romanian Lei have also been revised towards appreciation
by 25.5 points and 30.1 points respectively.
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Turkey: Rising Inflation Concerns

Economic sentiments for Turkey have improved in January.
The respective indicator has increased by 20.6 points and has
Current economic situation I 52,7 thereby reached a level of 39.2 points. Experts’ assessment on

the current economic situation has also improved significantly

Indicators for Turkey
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points respectively.

Special Question: Growth Prospects of the CEE Economies in 2013

In the first special question for 2013 financial market experts
were asked to provide this year’s outlook on the growth pros-
pects of the different CEE countries. According to their respons-

1. How do you assess the recovery/growth prospects of
the different CEE countries within the next year?

very high M high —— i low W very low es, Turkey exhibits the most optimistic growth prospects. About
Turkey [F12% 33% two thirds of the participants assess the prospects of Turkey as
Slovakia EET 5% 30 high or even very high. Survey participants are most pessimistic
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Poland 6% I 47% 2012, however, there is a slight improvement of the pessimistic
Hungary e view. In May 2012, 76 per cent of the surveyed participants have
Croch Renubli assessed the growth prospects of Hungary as below average.
“ech Repte = For Romania, Poland and Bulgaria about one third of the experts
Croatia 38% 41% 6% have an optimistic view for the next twelve months as 36 per
Bulgaria 30% cent, 32 per cent and 35 per cent respectively see above-aver-
0% 20% 40% 60% 80% 100% age recovery prospects for those countries.
Source: ZEW The participants of the survey were also asked to evaluate
the most important challenges for the CEE economies in 2013.
According to the survey participants the most important chal-
2. Which will be the most important challenge for the CEE lenge for 2013 should be the low external (export) demand and
region as a whole resulting from the weakness of all or weak economic development. A majority of roughly 80 per cent
individual CEE countries? assess the importance of both challenges as high or even very
—— H high T B low Ceales high. Compared to the survey responses in May 2012, both chal-
) ] lenges have even gained importance in the last six months (May
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High inflationary risk BERERL 45% low level of private consumption is also considered a relatively
Low external (export) demand [IIN26% 14% important challenge which has also gained importance in the
Exchange rate weakness BBBER 54% 26% 9% last six months. Currently a majority of 71 per cent of the expert
Weak economic development ST % Oe%el assess thte §hallenge to be of above-average importancg vyhere-
mzi?m?szi%? - 39% as this opinion was held by 60 per cent of.the survey participants
High gross sovereien oo EENNEET  25% in May 201?. A‘mong‘ the ch.:;tllenges which are currently out of
debilevEl focus are high inflationary risk and weakness of the exchange
R A | - 2% rates. The majority of 45 per cent and 54 per cent consider these
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issues of rather average importance for the economic growth
Source: ZEW

prospects of the region. Astrid Kiekert, Zwetelina Iliewa
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acceptable (normal) LEIELTTY

. (+0.1) 846  (+3.8) (-39) 76 (+4.0)

Croatia 341 (+3.1) 438 (+1.9) 53.1 (-5.0) -50.0 (+8.1)
Czech Republic 88  (+3.1) 500  (+7.1) 412 (-102) 324 (+133)
Hungary 60  (+209) 18.2 (-6.0) 758  (+3.1) -69.8 (-0.2)
Poland 156  (+38) 594  (+06) 25.0 (-4.4) 94  (+82)
Romania 35  (+35) 51.7 (-35) 448  (£0.0) 413 (+35)
Slovakia 161 (+96) 581  (-225) 258  (+129) 97 (-33)
Turkey 370 (+132) 587  (-15.1) 43 (+19) 327  (+113)
CEE (incl. Turkey) 143 (+43) 771 (-29) 86 (-14) 57  (+57)
Eurozone 43 (-0.2) 34.0 (-24) 617 (+2.6) -57.4 (-2.8)
Economic

. no change worsen balance
expectations
Austria 321 (+25) 679  (+123) 00  (-148) 321 (+173)
Croatia 323 (+8.1) 559  (-1.7) 18  (-64) 205  (+14.5)
Czech Republic 343  (£00) 600  (+57) 57 (-57) 286  (+57)
Hungary 343 (+10.8) 600  (-18) 57  (-9.0) 286  (+19.8)
Poland 343 (+107) 594  (+06) 63  (-11.3) 280  (+220)
Romania 333 (-33) 600  (+133) 67  (-10.0) 266  (+67)
Slovakia 313 (+23) 531  (+47) 156 (-7.0) 157  (+9.3)
Turkey 457  (+17.8) 478  (-150) 65  (-28) 392  (+206)
CEE (incl. Turkey) 324 (+142) 622 (-75) 54 (-67) 270  (+209)
Eurozone 375  (+34) 479 (-2.1) 146 (-13) 229  (+47)
Inflation rate no change decrease balance
Austria 27.0  (+15.9) 53.8 (+1.9) 19.2 (-17.8) 78  (+337)
Croatia 18.1 (-38) 455 (-76) 364  (+114) 4183 (-15.2)
Czech Republic 177 (-45) 294 (+44) 529  (+0.1) 352 (-46)
Hungary 281 (+16.3) 281 (-16.0) 438 (-03) 157 (+166)
Poland 194 (+4.7) 38.7 (+6.3) 419 (-11.0) -225  (+15.7)
Romania 357  (+164) 536  (+84) 107 (-248) 250 (+412)
Slovakia 16.7 (+34) 30.0 (-6.7) 53.3 (+3.3) -36.6 (+0.1)
Turkey 391 (+164) 413 (+72) 196  (-236) 195  (+40.0)
CEE (incl. Turkey) 324  (¥17.2) 50.0 (-1.5) 176 (-15.7) 148  (+32.9)
Eurozone 204  (+58) 455  (+18) 34.1 (-7.4) 137 (+132)
Short-term no change decrease LEIELTT
interest rates y l [rel.] [abs.] [rel.] . [rel.]
Croatia 233 (-26) 174 (-48) 667 (£0.0) 609 (-58) 10.0 (+26) 217 (+106) 133 (-52) 43 (-15.4)
Czech Republic 93 (-4.0) 39 (-6.1) 813 (+21.3) 769 (+136) 9.4 (-17.3) 192 (-75)  -0.1 (+13.3) 153 (+1.4)
Hungary 124 (+53) 116 (+49) 313 (+6.3) 269 (+36) 56.3 (-11.6) 615 (-85) -43.9 (+16.9) -49.9 (+13.4)
Poland 33 (-96) 00 (-10.0) 367 (+20.6) 348 (+14.8) 60.0 (-11.0) 652 (-48) -56.7 (+14) 652 (-52)
Romania 36 (-9.5) 0.0 (-17.4) 571 (+0.6) 50.0 (+22) 393 (+89) 50.0 (+15.2) -35.7 (-18.4) -50.0 (-32.6)
Turkey 204 (+38) 182 (-4.0) 591 (+17.4) 545 (+12.8) 205 (-21.2) 273 (-88)  -0.1 (+25.0) 91 (+48)
Eurozone 136 (+53) 750 (-2.8) 114 (-25) 22 (+78)

Long-term il no change decrease balance

interest rates L [abs.] [rel.] [abs.] [rel.] q
Croatia 483 (-5.0) 360 (-89) 483 (+83) 480 (+32) 34 (-33) 160 (+57) 449 (-17) 200 (-

46)
Czech Republic 433 (-5.0) 270 (-85) 56.7 (+11.5) 615 (+6.7) 0.0 (-6.5) 115 (+1.8) 433 (+1.5) 155 (-10.3)
Hungary 366 (+12.5) 231 (+24) 467 (+53) 53.8 (+26.2) 16.7 (-17.8) 231 (-286) 199 (+30.3) 0.0 (+31.0)
Poland 250 (+6.3) 16.7 (+33) 57.1 (+10.2) 58.3 (+15.0) 17.9 (-16.5) 25.0 (-18.3) 7.1 (+22.8) -8.3 (+21.6)
Slovakia 36.0 (-14.0) 143 (143) 600 (+17.1) 714 (+143) 40 (-3.1) 143 (£00) 320 (-10.9) 0.0 (-14.3)
Turkey 325 (+11.5) 235 (+13) 442 (-32) 471 (+82) 233 (-83) 294 (-9.5) 9.2 (+19.8) -5.9 (+10.8)
Germany 273 (-17.9) 69.7 (+14.9) 30 (+3.0) 243 (-20.9)

Stock market

ease no cl decrease balance

indices

EURO STOXX 50 (+18.6) . 171 (-2.9) 515  (+215)
ATX (Austria) 740  (+14.0) 217 (-133) 43 (-07) 697  (+14.7)
NTX (CEE) 741 (+14.1) 148 (-92) 1.1 (-49) 630 (+19.0)
CROBEX (Croatia) 700  (+236) 233 (-19.6) 67  (-4.0) 633  (+27.6)
PX50 (Czech Rep.) 654  (+7.0) 30.8 (-25) 338 (-45) 616  (+115)
BUX (Hungary) 616 (+5.6) 269 (+6.9) 15 (-12.5) 50.1 (+18.1)
WIG (Poland) 800 (+185) 120  (-188) 80  (+03) 720  (+182)
BET (Romania) 773 (+22.3) 136 (-21.4) 9.1 (-0.9) 68.2 (+23.2)
SAX (Slovakia) 619  (+255) 333 (-16.7) 438 (-8.8) 571  (+34.3)
ISE-100 (Turkey) . (+15.9) X 547  (+15.9)
(va:.hEa:rgoe) fates appreciate balance

Kuna (Croatia) 468  (+335) (229) 4 (-106) 374 (+44.1)
Koruna (Czech Rep.) 156 (-56) 656  (+20.1) 188 (-14.5) 32 (+89)
Forint (Hungary) 242 (+8.1) 448  (+93) 310 (174) 68  (+255)
Zloty (Poland) 285  (+04) 536  (+13.0) 179 (134) 106 (+13.8)
Lei (Romania) 308  (+85) 538  (+13.1) 154 (216) 154 (+30.1)
Lira (Turkey) 318 (+18) 409 (-4.1) 273 (+23) 45  (-05)
US-Dollar 432 (-28) 2905  (-83) 273 (+11.1) 159 (-139)

Note: 79 Financial market experts, 21 from which from Turkey, participated in the January survey which was conducted during the period of
1/8-1/22/2013. 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 2012 in parentheses). Balances refer to the differences between positive and
negative assessments.
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