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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
Eastern 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 March 1and March 15, 2010, are published in the April 2010 issue

of the “Financial Market Report CEE”. 70 financial market experts participated in this month’s survey.

Positive Economic Expectations
for Central and Eastern Europe

The ZEW-Erste Group Bank Sentiment Indicator CEE increases
in March considerably by 16.8 points to 37.3 points. 47.1 percent
of the polled financial market experts expect the business cycle
in the CEE region to improve within the next six months and only
9.8 percent foresee a decline. The economic expectations for
Austria and the Eurozone as a whole improve in the current sur-
vey as well. The economic outlook for Austria increases by 8.2
points to 27.3 points. The respective indicator for the Eurozone

improves by 5.8 points to 26.6 points. The evaluation of the cur-
rent economic situation in the CEE region improves in the March
survey by 17.0 points to minus 23.0 points. The evaluation of
the economic conditions for Austria and the Eurozone brightens
up as well. In the current survey an increasing share of financial
market experts predict the stock market indices for the CEE-re-
gion (NTX), Austria (ATX) and the Eurozone (Eurostoxx 50) to de-
velop positively within the next six months.

Economic Outlook for the CEE Region, Austria and the Eurozone

The Economic Sentiment Indicator CEE which is conducted
monthly by the Centre for European Economic Research (ZEW),
Mannheim, with the support from the Erste Group Bank, Vienna,
improves in March considerably by 16.8 points to 37.3 points.
The indicator reflects the assessment of the economic devel-
opment for the CEE region on a six month time horizon and is
calculated as the balance of positive and negative expectations.
Inthe current survey the CEE region demonstrates the strongest
improvement compared to Austria and the Eurozone. 47.1 per-
cent of the surveyed experts anticipate an improvement of the
business cycle in the CEE region within the next six month. 43.1
percent predict the economic activity to remain unchanged
and only 9.8 percent of the polled analysts foresee a decline.

In March the economic expectations for Austria and the
Eurozone improve as well. The sentiment indicator for Austria
increases by 8.2 points to 27.3 points. The economic outlook
for the Eurozone improves by 5.8 points to 26.6 points.

The expectations regarding the inflation rate in the CEE re-
gion do not change significantly in March. The corresponding
indicatorrises by 4.4 points to 18.7 points. This relatively low
level is caused by some individual CEE countries for which
decreasing inflation rates are expected. 56.3 percent of the
survey participants predict an unchanged inflation rate in
the CEE region within the next six months. By contrast, the
expectations concerning a rising inflation rate in Austria and
in the Eurozone as a whole build the majority of the answers.

The corresponding indicators increase to 48.8 points and
40.5 points, respectively.

52.2 percent of the polled experts predict rising interest
rates within the next six month in the Eurozone. The respective
indicator climbs by 9.9 points to 49.9 points. In the current
survey an increasing share of participants expect the stock
market indices for the CEE-region (NTX), Austria (ATX) and
the Eurozone (Eurostoxx 50) to ascend within the next six
months. Reaching 36.5 points the indicator reflecting the as-
sessment of the development of the NTX receives the best
position in this category.
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Czech Republic, Poland and Slovakia:
Rising Inflation Concerns

Indicators for the Czech Republic, Poland, and Slovakia
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Hungary, Romania and Croatia:
Improved Economic Outlook

Indicators for Croatia, Hungary, and Romania
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The economic expectations for the Czech Republic, Poland
and Slovakia improve in March. The Polish sentimentindica-
tor rises by 8.5 points reaching 36.1 points. This is the best
value compared to the Czech Republic and Slovakia. The
economic expectations for Slovakia grow by 7.6 points to
27.6 points this month. The respective indicator for the
Czech Republic increases by 4.8 points to 31.1 points. This
represents the smallest improvement in this category in the
country comparison.

A significant disparity is examined in the indicators that
reflect the assessment of the current economic situations in
the three countries as Poland’s corresponding indicator is
the only one toreach a positive value in this category. The in-
dicator for Poland increases considerably by 23.1 points to
17.1 points. For Slovakia and the Czech Republic the respec-
tive balances rise by 18.2 points and 20.3 points to minus
19.5 points and minus 4.2 points.

The share of analysts who expect an increasing inflation
rate remains considerably high in the Czech Republic and
Slovakia. In the Czech Republic 59.6 percent of the survey
participants predict arise in the inflation rate in the next half
year. These expectations are in concordance with the inflation
forecasts of the National Bank of the Czech Republic. In line
with the high share of financial market experts predicting an
increasing inflation rate, the indicator regarding the assess-
ment of the exchange rate development in the Czech Republic
demonstrates the highest values of 46.4 points in country
comparison.

The expectations regarding the development of long-term
interest rates achieve the highestvalues in the Czech Republic
and Slovakia compared to the other CEE countries. About 60
percent of the participants see increasing long-term interest
rates in both countries on a six month time horizon.

In March the predictions regarding an appreciation of the
Czech Koruna and the Polish Zloty against the Euro gain ad-
ditional weights.

After the significant drop of the respective indicators in
February the economic expectations for Hungary, Romania
and Croatia partly recover in March. The respective indicators
show double-digitimprovements again similar to the beginning
of the year 2010. The indicator for the economic outlook in
Croatia improves by 16.9 points to 28.3 points. Romania’s re-
spective balance climbs 16.9 points to 39.2 points representing
the second best value among all analysed CEE countries in
this category. The economic expectations for Hungary climb
by 17.1 points to the 43.1 mark. Thus, Hungary wins the first
placein this category among the analysed CEE countries. 52.9
percent of the surveyed experts expect the economic momen-
tum to improve in Hungary within the next six month.

The assessment of the current business conditions for the
three countries shows an overall improvement even though
the evaluation still remains more cautious than for the other
CEE countries. The respective indicator for Croatia improves
by 5.8 points to minus 35.5 points. Although the respective
balance for Romania increases by 14.9 points to minus 51.1
points, the indicator is last in line this month. Hungary’s cor-
responding indicator for the current economic situation in-
creases by 23.7 points reaching minus 41.1 points which is the
second lowest value in country comparison.

Almost 50 percent of the polled experts predict the inflation
rate in Hungary to fall within the next six months. These results
arein line with the predictions of the National Bank of Hungary
that the inflation rate is expected to fall significantly in the
second half of the year. Romania’s respective balance for the
inflation rate is the other one with a negative value (minus 6.7
points) within the positive balances for all other analysed CEE
countries. Consistent to the inflation expectations the share
of analysts expecting the national banks of Hungary and Ro-
mania to lower the short-term interest rates is at highest in
country comparison. For Hungary nearly 70 percent and for
Romania nearly 62 percent expect decreasing short-term in-
terest rates in the next six months.
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Special Question: Private Consumption in CEE in 2010

This month’ special question deals with the development
of private consumption with special regard on demand of
goods and services and marketing strategies in the CEE
region in 2010. Private consumption is dependent of various
factors such as disposable income, budget restraints and
therealinterestrate and includes all household spending on
all goods and services. Since the different factors, which
affect private consumption, diverge significantly between
the individual CEE countries, an expectation for the whole re-
gion could be difficult.

However, the survey results provide a clear picture of the
analysts’ expectations. 72 percent of the polled analysts do
not expect a decrease in private consumption in 2010 com-
pared to 2009. 38 percent expect an increase and one percent
even predicts a significant increase in private consumption.
This prediction for the CEE region is far more positive com-
pared to the expected growth rate in private consumption of
the EU as a whole as the European Spring Forecast still antic-
ipates a decrease in private consumption for 2010. Only one
out of four experts anticipates less private consumption in
2010 than last year in the CEE region. Thus, an overall im-
provement in private consumption can be expected in the
CEE region.

The responses regarding the different development of the
demand for different goods show that the demand for services
is likely to rise more slowly than the demand for consumer
and industrial goods. 35 percent of the survey participants
agree with this statement and nine percent even completely
agree with it. However, 35 percent of the participants remain
neutral towards this question. 17 percent disagree with this
statement.

Marketing strategies are usually the result of deep analysis
of consumer’s behaviour and try to influence the purchase
decision in order to increase future consumption. The finan-
cial market experts were asked to evaluate the importance of
different factors such as price, quality & innovation, adver-
tising and promotion campaigns in respect to marketing in
the current economic situation in the CEE region. The highest
rate of agreement achieves the statement suggesting that
the focus should be on quality & innovation. 55 percent of
our survey participants agree and only four percent disagree
with this statement. A large share of participants (54 percent)
evaluates the focus on low prices as a successful marketing
strategy in order to stimulate private consumption. However,
ten percent do not share this opinion.

While only a third of the survey participants believe in the
importance of advertising the half of financial market experts
evaluate special campaigns as promotion campaigns such
as a summer sale or Christmas promotions as appropriate in
the current economic situation in CEE.

Melissa Li
Mariela Borell

Figure A: Expectations for private consumption in CEE
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Figure B: The demand for services in CEE is going to

rise more slowly than the demand for consumer and
industrial goods
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Figure C: Evaluation of following statements with regard

to marketing in CEE
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ZEW-Financial Market Survey: March 2010

Current economic situation good acceptable (normal) balance

Austria 13,9 (+2,5) 62,8 (+3,7) 233 ( 9.4 (+8,7)
Croatia 8,9 (+2,4) 46,7 (+1,0) 44,4 (-3, ) -35,5 (+5,8)
Czech Republic 20,8 (+147) 54,2 (-9,1) 25,0 (-56) -42  (+203)
Hungary 7.9 (+6,0) 43,1 (+11,7) 490 (-17,7) -41,1  (+23,7)
Poland 341 (+18,1) 489 (-131) 17,0 (-5,0) 17,1 (+23,1)
Romania 8,9 (+6,8) 31,1 (+1,3) 60,0 (-8,1) 51,1 (+14,9)
Slovakia 13,1 (+8,6) 54,3 (+1,0) 32,6 (-96) -19,56  (+18,2)
CEE 13,5 (+9,5) 50,0 (-2,0) 36,5 (-75) -23,0 (+17,0)
Eurozone 8,2 (+6,3) 55,1 (-2,6) 36,7 (-3,7) -28,5 (+10,0)
Economic expectations improve no change worsen balance

Austria 40,9 (+0,4) 45,5 (+7,4) 13,6 (-78) 27,3 (+8,2)
Croatia 41,3 (+7,2) 45,7 (+2,5) 13,0 (97) 283 (+16,9)
Czech Republic 41,7 (-52) 479 (+152) 104  (-10,0) 31,3 (+4,8)
Hungary 52,9 (+2,9) 373 (+113) 9.8 (-14,2) 43,1 (+17,1)
Poland 489 (+-0,0) 38,3 (+8,5) 12,8 (-85) 36,1 (+8,5)
Romania 52,2 (+5,5) 34,8 (+5,9) 130 (-11,4) 39,2 (+16,9)
Slovakia 40,4 (+0,4) 46,8 (+6,8) 12,8 (-7.2) 27,6 (+7,6)
CEE 471 (+42) 431 (+84) 98  (-126) 37,3  (+168)
Eurozone 42,9 (-43) 40,8 (+14,4) 16,3 (-10,1) 26,6 (+58)
Inflation rate increase no change decrease balance

Austria 56,1 (+7,3) 36,6 (-53) 7.3 (-2,0) 48,8 (+9,3)
Croatia 39,5 (-24) 53,5 (+7,0) 7,0 (-46) 32,5 (+2,2)
Czech Republic 59,6 (-16) 34,0 (+1.3) 6,4 (+0,3) 53,2 (-1.9)
Hungary 22,4 (-4,7) 28,6 (-4.7) 49,0 (+9.4) -266 (-14,1)
Poland 34,8 (-06) 50,0 (+10,4) 15,2 (-9.8) 19,6 (+9,2)
Romania 31,9 (+0,1) 29,5 (-46) 38,6 (+4,5) -6,7 (-44)
Slovakia 53,3 (+44) 37,8 (-44) 8,9 (+/-0,0) 44,4 (+4,4)
CEE 31,2 (+06) 56,3  (+32) 125 (-3,8) 187 (+44)
Eurozone 51,1 (+2,0) 38,3 (-32) 10,6 (+1,2) 40,5 (+0,8)

Short-term interest rates i no change decrease [EIEL Y

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

Croatia 256 (22) 121 (+-00) 590 (+62) 66,7 (+152) 154 (-40) 212 (-152) 102 (+1,8) 91 (+152)
Czech Republic 488 (+84) 162 (+50) 488 (-60) 676 (-18) 24 (-24) 162 (-32) 464 (+108) 00 (+82)
Hungary 93 (98) 26 (-85) 209 (-05) 158 (+19) 698 (+103) 816 (+66)  -605 (-20,1) -790 (-151)
Poland 429 (+104) 216 (+99) 500 (-125) 514 (-45) 74 (+21) 270 (-54) | 358 (+83) 54 (+153)
Romania 129 (-96) 89 (26) 256 (+106) 176 (+05) 615 (-10) 735 (+21) -486 (-86) 646 (-47)
Eurozone 522 (+6,2) 455 (-25) 23 (-37) 499 (+99)

Long-term interest rates i no change

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

Croatia 325 (-96) 20,0 (-19) 405 (+142) 367 (+86) 270 (-46) 43,3 (-6,7) 5,5 (-50) -233 (+4,8)
Czech Republic 619 (+13,0) 250 (+-00) 286 (-136) 50,0 (+100) 95 (+06) 250 (-10,0) 524 (+124) 0,0 (+10,0)
Hungary 250 (-76) 15,4 (-46) 250 (+54) 12,8 (+7,8) 500 (+22) 718 (-32) -250 (-98) -564 (-14)
Poland 375  (-1,1) 24,4 (-1,2) 425 (+6,1) 270 (+3,9) 200 (-50) 48,6 (-27) 175 (+39) -242 (+15)
Slovakia 575 (-59) 20,0 (-16) 375 (+82) 514 (+-00) 50 (-23) 28,6 (+16) 525 (-36) -8,6 (-32)
Germany 69,8 (+73) 279 (+08) 2,3 (-8,1) 67,5 (+154)

Stock market indices increase no change decrease balance

EURO STOXX 50 46,7 (+4,2) 333 (+12,0) 200 (-16,2) 26,7 (+204)

ATX (Austria) 55,0 (+74) 20,0 (-14) 25,0 (-6,0) 30,0 (+134)

NTX (CEE) 58,5 (+9,7) 19,5 (+3,2) 220 (-129) 36,56 (+22,6)
CROBEX (Croatia) 48,8 (+1,1) 326 (+136) 186  (-14,7) 30,2 (+158)

PX 50 (Czech Rep.) 536 (+11,4) 24,4 (+2,2) 220 (-136) 31,6 (+25,0)

BUX (Hungary) 556 (+13,0) 22,2 (-1.2) 222 (-118) 334 (+248)

WIG (Poland) 548 (+11,7) 19,0 (-15) 262 (-10,2) 286 (+219)

BET (Romania) 60,0 (+10,0) 15,0 (-1,7) 25,0 (-83) 350 (+183)

SAX (Slovakia) 40,6 (+5,6 ) 35,1 (+5,1) 243  (-10,7) 16,3 (+16,3)

SBI 20 (Slovenia) 44,4 (+6,5) 27,8 (+6,2) 278  (-12,7) 16,6 (+19,2)
Exchange rates (vs. Euro) appreciate no change depreciate balance

Kuna (Croatia) 16,7 (-3.3) 50,0 (+5,0) 33,3 (-1.7) -166  (-16)

Koruna (Czech Rep.) 49,0 (-4,1) 31,9 (+156) 19,1 (-11,5) 29,9 (+7,4)

Forint (Hungary) 34,7 (+4,1) 40,8 (+4,1) 24,5 (-8,2) 10,2 (+12,3)

Zloty (Poland) 65,2 (+6,0) 17,4 (+5,2) 174 (-11,2) 478 (+17,2)

Lei (Romania) 40,0 (+0,5) 444 (+18,8) 156  (-19,3) 244  (+198)
US-Dollar 52,1 (-3,7) 20,8 (+1,6) 271 (+2,1) 25,0 (-58)

Note: 70 Financial experts participated in the March survey which was conducted during the period 03/01/10-03/15/10. 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 February in parentheses). Balances refer to the differences between positive and negative assessments.
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