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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 March 5, 2013 and March 18, 2013, are published in the April
2013 issue of the “Financial Market Report CEE.” 73 financial market experts participated in this month’s survey. The answers of all survey par-
ticipants 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.

Positive Economic Sentiments for the

CEE Region Strengthen

The economic expectations for Central and Eastern Europe
including Turkey (CEE region) on a six-month time horizon have
risen in March for the fourth time in a row. The respective indi-
cator has increased by13.6 points to a level of 49.9 points. The
evaluation of the current economic situation in the CEE region
has also increased by 17.4 points to a level of 17.3 points. The
economic expectations for the Eurozone within the next six
months have slightly deteriorated. The respective indicator has

decreased by 4.9 points to a level of 30.0 points. The assess-
ment of the current business cycle in the Eurozone has also im-
proved by 13.8 points to a level of minus 38.4 points. The indi-
cator reflecting the economic expectations for Austria within the
next six months has increased by 15.1 points and has reached
a level of 39.2 points. The evaluation of the current economic
situation in Austria has increased by 21.1 points to a level of
17.5 points.

Economic Outlook for the CEE Region, Austria and the Eurozone

Economic expectations for Central and Eastern Europe includ-
ing Turkey (CEE) have increased for the fourth time in a row in
March. The ZEW-Erste Group Bank Economic Sentiment Indica-
tor for the CEE region has improved by 13.6 points. It now stands
at 49.9 points. This is the highest level of the indicator since
October 2010. The debt crisis in the Eurozone, especially in Cy-
prus, as well as the difficulties in the government formation in
Italy apparently seem to have no major impact on the econom-
ic expectations for the CEE region up to now. The optimistic as-
sessment of the economic situation of the CEE region is also
reflected by the positive sentiment regarding the macroeconom-
ic development of important CEE countries. Economic expecta-
tions increase by 33.8 points for the Czech Republic and by 22.3
points for Poland. Similarly, the economic sentiment indicator
for Austria has displayed an increase by 15.1 points this month.
The indicator currently stands at a level of 39.2 points. In con-
trast, the economic sentiment indicator for the Eurozone has
decreased slightly by 4.9 points to a level of 30.0 points.

The current survey is not only displaying an increase in ex-
pectations; the experts’ assessment of the current economic
situation for the CEE region has also significantly improved in
March 2013. The respective indicator has increased by 17.4
points to a level of 17.3 points. This is the most significant in-
crease of the indicator since April 2011. The increase is due to
an improvement of the current situation in almost all CEE coun-
tries except Croatia and Hungary. The respective indicators for

Austria and the Eurozone have also improved in March — by 21.1
points (Austria) and 13.8 points (Eurozone). A major bullish re-
vision is displayed by the stock market sentiments indicator for
the Austrian stock market index ATX. The respective indicator
has increased by 28.9 points a level of 75.0 points — by far the
most positive stock market sentiments among all surveyed econ-
omies. The respective sentiment indicators for the EUROSTOXX
50 and the NTX display only moderate increase by 1.5 points
and 7.8 points respectively.

Indicators for CEE, Austria and the Eurozone (balances)
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Czech Republic, Poland, and Slovakia:
Economic Sentiments Improved

Indicators for the Czech Republic, Poland, and Slovakia
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Economic expectations for all three countries — the Czech Re-
public, Poland and Slovakia, have increased in double digits in
this month’s survey. The respective indicators have risen by 33.8
points (Czech Republic), 22.3 points (Poland) and 19.5 points
(Slovakia) to levels of 64.4 points (Czech Republic), 42.9 points
(Poland) and 34.7 points (Slovakia). Thus, the indicator for the
Czech Republic ranks at the highest level compared to all con-
sidered countries in the survey. For all three countries the major-
ity of respondents indicate that they rather expect a stabilization
of the economic development within the next six months. This is
the opinion of 70.9 per cent (Czech Republic), 50.0 per cent (Po-
land) and 46.2 per cent (Slovakia) of the survey participants.
Experts’ assessment on the current business cycle has also im-
proved for all three countries. The respective indicators have in-
creased by 8.9 points (Czech Republic), 17.9 points (Poland) and
13.4 points (Slovakia) and now rank at levels of minus 16.1
points, 17.9 points and 7.4 points respectively.

This month inflation concerns have been relaxed in all three
countries — the Czech Republic, Poland and Slovakia. The re-
spective indicators have decreased by 9.2 points (Czech Repub-
lic), 17.0 points (Poland) and 8.8 points (Slovakia). The indica-
tors currently display low levels— minus 29.1 points (Czech Re-
public), minus 46.5 points (Poland) and minus 34.6 points (Slo-
vakia). The level indicating expert’s inflation concerns for Poland
this month is the lowest among all considered economies.

Participants’ stock market sentiments are optimistic for all
considered countries. Thus, also the indicators for the Czech PX
50, the Polish WIG and the Slovakian SAX have risen by 7.2
points, 23.1 points and 13.0 points respectively.

In contrast, experts have revised their expectations on the
Czech Koruna and the Polish Zloty towards depreciation of the
currency. The respective indicators have decreased by 8.4 points
and 9.6 points respectively and currently display levels of 10.4
points and 19.3 points. The majority of 55.2 per centand 42.3
per cent of the survey participants expect both the Czech Ko-
runa and the Polish Zloty to remain rather stable within the next
six months.

Croatia, Hungary and Romania:
Bullish Stock Market Sentiments

Indicators for Croatia, Hungary, and Romania
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Economic sentiments in March have improved for Croatia and
Romania. The respective indicators have increased by 6.8 points
and 18.8 points respectively. The indicators thereby reach levels
of 37.4 points (Croatia) and 47.8 points (Romania). In contrast,
the respective sentiment indicator for Hungary has fallen this
month by 14.5 points to a level of 11.2 points. Stock market ex-
perts’ assessment of the current economic situation has slightly
worsened for Croatia and Hungary this month. The respective in-
dicators have thereby fallen by 1.5 points (Croatia) and 3.9 points
(Hungary) to levels of minus 51.6 points and minus 71.5 points
respectively. The indicator for Romania displays a double-digit
increase by 13.7 points and now ranks at a level of minus 20.8
points. The Hungarian indicator still displays with minus 71.5
points the lowest level among all surveyed economies.

Inflation concerns in Croatia, Hungary and Romania have
been relaxed in March. The respective indicators have decreased
by 10.3 points (Croatia), 11.4 points (Hungary) and 27.0 points
(Romania) and now rank at levels of minus 16.2 points, minus
40.8 points and minus 30.4 points respectively.

Stock markets expectation sentiments in March have im-
proved for all three stock market indices — the Croatian CROBEX,
the Hungarian BUX and the Romanian BUX. The respective indi-
cators have increased by 16.6 points to a level of 46.7 points
for the Croatian CROBEX and 6.6 points for the Romanian BET
that now displays a level of 52.4 points. The Hungarian BUX has
remained almost unchanged after a slightincrease by 1.3 points.
Arevision of exchange rate expectations has been displayed by
the responses for the Hungarian Forint and the Romanian Lei
this month.

The respective indicator for the Romanian Lei has thereby
been revised towards an expected appreciation of the currency
and displays an increase by 8.8 points in March. In contrast,
there is a revision towards depreciation of the Hungarian Forint
as indicated by a decrease of the respective indicator by 10.3
points. The majority of 53.3 per cent and 54.5 per cent of the
survey participants expect the Croatian Kuna and the Romanian
Lei to remain rather stable within the next six months.
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Turkey: Economic Sentiments Strengthen

Economic sentiments for Turkey have improved in March. The
Indicators for Turkey respective indicator has increased by 18.5 points and has there-
by reached a level of 55.0 points. Experts’ assessment on the
current economic situation in the country has also improved by
Economic expectations I 55,0 9.2 points. The indicator currently ranks at the highest level
among all surveyed economies of 41.0 points. The indicator of
experts’ inflation expectations has again fallen by 14.3 points
-10,6 I to arather balanced level of 2.3 points in March. The respective
indicator of experts’ expectations on the short-term interest rates
has decreased by 15.6 points to a level of minus 10.6 points.
Stock market I 55,2 Long- term interest rate expectations have increased significant-
ly by 24.0 points and currently rank at a level of 31.5 points. Stock
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decreased by 19.8 points to a level of 2.7 points.

Special Question: Competitive Advantages of the CEE Region

1. How do you assess the competitiveness of the In this month’s special question financial market experts were

countries compared to the CEE? asked to compare the individual CEE countries according to their
competitive advantages. Experts were further asked to assess
which factors contribute most to the competitiveness of the indi-
Turkey IINZ2% 27% vidual countries in the CEE region. According to the participant’s
opinion the Czech Republic has the highest competitive advantage.

very high M high average M low M very low

Slovakia 29% 24% A R
According to the majority of 84 per cent of the survey respondents
SeudtE 24% the competitive advantages of the Czech Republic rank above the
Romania FANECN 59% CEE average. In comparison to lastyear’ s survey the optimistic as-
Poland IEIEED 19% B sessment of competitiveness increased (in April 2012: a majority
of 73 per cent of the experts have evaluated the competitiveness
Hungary. EREERC 2% — e of the Czech Republic as high or even very high). A highly positive
Gty Reppuibllie 31% 8% assessment is also observed forthe competitiveness of Poland and
Croatia 26% Slovakia. The majority of experts consider Poland (78 per cent) and
Bulgaria GRS 39% Slovakia (7§ .per cent) to be highly compet|ht|ve. A ma!quty ofthef
% 20% 0% 60% 80% 100% survey participants (63 per cent) assesses the competltl\{eness 0
Croatia to be below average compared to the other countries of the
Source: ZEW CEE region. Experts’ assessment has deteriorated as compared to
the survey responses in April 2012 (in April 2012: 42 per cent as-
2. Which are in your opinion the key factors determining sessed the competitiveness of Croatia as below average). Concern-
the competitive advantages in each country? ing the key factors which drive the competitiveness of the CEE coun-
_ _ } ‘ tries the responses reflect a large heterogeneity among the coun-
Qualified Human Capital Ve el Access o Finance tries which was also partly observed in the survey in April 2012.
¥ Infrastructure 8 Labour Costs Low Taxes M RED Activty Forthe Czech Republic, Poland and Slovakia qualified human cap-
Turkey 46% 43%  MES  37% 66% 17% [T ital and product quality are assessed as key factors. For Bulgaria,
Slovakia IE0% 360 TN 5% 7 Romania and Serbia the majority of experts consider the rather low
) labour costs as the key competitive advantage of the economies.
Serbia 5% 9% VT 36% . .
The infrastructure has become more important compared to the
oAtz h — survey in April 2012 for Croatia (50 per cent of the experts), the
Poland EEIES 64% RNV 32% Czech Republic (64 per cent of the experts) and for Hungary (54 per
Hungary 42% 46%  BYAN 54% 54% 17% cent of the experts). Access to finance is still thought to be an im-
Czech Rep. 86% A 64%  29% [Lidai% portant driver of Poland’s competitiveness (64 per cent of the ex-
Croatia En e % 50%  [0phrd perts). The importance of R&D Activities has increased significant-
) ly for the Czech Republic and for Poland whereas for the other coun-
Bulgaria B%ke 33% . .
-~ - o o - - tries the factor remains rather secondary. Low taxes are assessed
to be a relevant advantage for Poland, Bulgaria and Serbia by more
Source: ZEW

than one fifth of the experts. Astrid Kiekert, Zwetelina Iliewa
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acceptable (normal) LEIELTTY

(+11.1) 739 (-11) . (-10.0) 175  (+21.1)
Croatia 129 (+74) 226 (-16.3) 645  (+89) 516 (-15)
Czech Republic 129 (+1.8) 58.1 (+5.3) 29.0 (-7.1) -16.1 (+8.9)
Hungary 71 (+12) 143 (-63) 786  (+5.1) 715 (-39)
Poland 250  (+50) 679 (+79) 71 (-129) 179 (+17.9)
Romania 125  (+32) 542  (+73) 333  (-105) 208  (+137)
Slovakia 222 (+40) 630  (+54) 14.8 (-9.4) 74 (+134)
Turkey 436 (+95) 538  (-9.8) 26  (+03) 410 (+92)
CEE (incl. Turkey) 207 (+9.0) 759  (-06) 34 (-84) 173 (+17.4)
Eurozone 10.3 (+5.7) 41.0 (+24) 48.7 (-8.1) -384 (+13.8)
Econom q

improve no change worsen balance
expect
Austria 435  (+58) 522  (+3.9) 43 (-9.5) 392  (+15.1)
Croatia 437 (+20) 500  (+28) 63  (-48) 374  (+68)
Czech Republic 709  (+32.0) 226  (-302) 65  (-18) 644  (+33.8)
Hungary 37.1 (-29) 370  (-87) 259  (+116) 12 (-145)
Poland 500  (+20.6) 429  (-189) 741 (-17) 429  (+223)
Romania 565 (+17.8) 348  (-16.8) 87  (-1.0) 478  (+188)
Slovakia 462  (+18.9) 423 (-183) 15  (-06) 347  (+19.5)
Turkey 575  (+165) 400  (-145) 25  (-20) 550  (+18.5)
CEE (incl. Turkey) 535  (+11.1) 429 (-8.6) 36 (-25) 499  (+136)
Eurozone 400  (-65) 500  (+8.1) 100  (-16) 300  (-49)
Inflation rate increase no change decrease LEIELTTY
Austria 136 (-5.6) 59.1 (+1.4) 273 (+42) 137 (-98)
Croatia 193 (+46) 452 (-195) 355  (+14.9) 162 (-103)
Czech Republic 64  (-51) 581  (+1.0) 355  (+4.1) -29.1 (-92)
Hungary 11 (-154) 370 (+19.4) 519  (-4.0) 408  (-11.4)
Poland 71 (-105) 393  (+4.0) 536  (+65) -465  (-17.0)
Romania 8.7 (-14.6) 522 (+22) 39.1 (+12.4) -304 (-27.0)
Slovakia 77 (-52) 500  (+16) 423 (+386) 346  (-88)
Turkey 243 (-90) 537  (+3.7) 220  (+53) 23 (-143)
CEE (incl. Turkey) 215 (-9.8) 571  (+165) 214 (-6.7) 0.1 (-31)
Eurozone 167 (-13) 583  (+45) 250  (-32) 83  (+19)
Short-term increase no change decrease LEIELLTY
interest rates [abs.] [rel.] [abs.] [rel.] [abs.] [rel.] [abs.] [rel.]
Croatia 379 (+68) 440 (+16.0) 621 (+35) 56.0 (-40) 0.0 (-10.3) 00 (-120)  37.9 (+17.1) 440 (+28.0)
Czech Republic 103 (+09) 80 (+06) 897 (+22) 800 (+22) 00 (-3.1) 120 (-28) 103 (+4.0) 40 (+34)
Hungary 15 (+2.2) 87 (-51) 231 (-82) 174 (-33) 654 (+6.0) 739 (+84) 539 (-38)  -652 (-135)
Poland 71 (-22) 87 (+10) 679 (+21.0) 565 (+18.0) 250 (-18.8) 348 (-19.0) -17.9 (+16.6) -26.1 (+20.0)
Romania 95 (-2.1) 59 (-77) 619 (+04) 58.8 (+88) 286 (+17) 353 (-1.1) -191 (-38) 294 (-66)
Turkey 105 (-9.5) 129 (-22) 684 (+34) 645 (-52) 211 (+6.1) 226 (+74) -106 (-15.6) 97 (-9.6)
Eurozone 143 (+1.8) 743 (-5.7) 114 (+3.9) 29 (-21)
Long-term increase no change decrease [EIELTS
interest rates [abs.] [abs.] [rel.] [abs.] [rel.] [abs.] [rel.]
Croatia 741 (+98) 616 (+246) 259 (-9.6) 346 (-21.0) 0.0 (£0.0) 38 (-36) 741 (+96) 57.8 (+28.2)
Czech Republic 55.6 (+10.1) 193 (+2.1) 444 (-71) 615 (-0.6) 0.0 (-3.0) 19.2 (-1.5) 556 (+13.1) 0.1 (+38)
Hungary 583 (+9.8) 478 (+167) 292 (-102) 261 (-18.7) 125 (+04) 261 (+20) 458 (+94) 21.7 (+14.7)
Poland 423 (+12.0) 208 (+13.9) 423 (-15.3) 542 (+25) 154 (+33) 250 (-164) 269 (+8.7) 42 (+30.3)
Slovakia 59.1 (+10.8) 400 (+20.0) 409 (-05) 550 (-5.0) 0.0 (-10.3) 50 (-150)  59.1 (+21.1) 350 (+35.0)
Turkey 447 (+17.2) 27.3 (+122) 421 (-104) 485 (-9.1) 132 (-6.8) 242 (-3.1) 31.5 (+24.0) 3.1 (+15.3)
Germany 500 (+6.2) 417 (-114) 83 (+52) 417 (+1.0)
Stock market s
P increase no change decrease LEIELTTY
indices
EURO STOXX 50 625  (+19) 219  (-23) 156  (+04) 469  (+15)
ATX (Austria) 800  (+185) 15.0 (-8.1) 50  (-10.4) 750  (+28.9)
NTX (CEE) 64.0 (-2.7) 280 (+13.2) 80  (-105) 560  (+7.8)
CROBEX (Croatia) 567  (+133) 333 (-10.0) 100  (-33) 467  (+16.6)
PX 50 (Czech Rep.) 577  (+06) 346  (+6.0) 77 (-66) 500 (+7.2)
BUX (Hungary) 542 (-2.9) 250  (+7.1) 208 (-42) 334 (+13)
WIG (Poland) 654  (+6.7) 269  (+9.7) 77 (-16.4) 577  (+23.1)
BET (Romania) 667  (+42) 19.0 (-1.8) 143 (-24) 524  (+66)
SAX (Slovakia) 455  (+15) 500  (+10.0) 45  (-115) 410  (+13.0)
ISE-100 (Turkey) 684  (+50) 18.4 (-84) 132 (+34) 552  (+16)
(va:_hEa:ie) Lates appreciate no change depreciate balance
Kuna (Croatia) 40.0 (-0.6) 53.3 (+6.4) 6.7 (-5.8) 333 (+5.2)
Koruna (Czech Rep.) 276  (-68) 552  (+52) 172 (+16) 104  (-84)
Forint (Hungary) 200  (-9.0) 400  (+77) 400  (+13) 200  (-103)
Zloty (Poland) 385 (-9.8) 423 (+10.0) 19.2 (-02) 193 (-96)
Lei (Romania) 364 (+3.1) 545 (+28) 9.1 (-5.7) 273 (+88)
Lira (Turkey) 290  (-135) 47 (+72) 263  (+6.3) 27 (-198)
Us-Dollar 514  (+6.7) 297 (-19) 189  (-48) 325  (+115)

Note: 73 Financial market experts, 20 from which from Turkey, participated in the March survey which was conducted during the period of
3/5-3/18/2013. 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 February 2013 in parentheses). Balances refer to the differences between positive and
negative assessments.
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