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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 July 2, 2012 and July 16, 2012, are published in the August 2012 is-
sue of the “Financial Market Report CEE.” 85 financial market experts participated in this month’s survey. The answers of all survey participants
areincluded in the calculation of the indicators for the CEE region, the Eurozone and Turkey. The answers of the Turkish participants are not con-
sidered for the calculation of the indicators for the individual CEE countries and Austria.

Economic Expectations for the CEE Region Decline

The economic expectations for Central and Eastern Europe
including Turkey (CEE region) on a six-month time horizon have
worsened in July. The respective indicator has decreased by 7.6
points to minus 7.6 points. The largest decrease of expectations
is observed for the respective sentiment indicators for Croatia
and Slovakia. The evaluation of the current economic situation
in the CEE region has slightly declined in the current survey. The
respective indicator has dropped by 2.6 points to a level of mi-
nus 2.7 points. The economic expectations for the Eurozone
within the next six months have risen by 4.0 points to minus 6.1

points. The assessment of the current business cycle in the Eu-
rozone has remained largely unchanged at a level of minus 68.0
points after a decrease by 1.3 points. The indicator reflecting
the economic expectations for Austria within the next six months
has worsened by 6.1 points and has thereby reached a balanced
level of 0.0 points. The evaluation of the current economic situ-
ation in Austria has improved by 5.4 points to 11.1 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 cal-
culated as the balance of positive and negative assessments of
the economic development on a six-month time horizon, has
decreased by 7.6 points to a level of minus 7.6 points in July.
The indicator thereby displays a negative value for the first time
after four consecutive months. Revision is however observed in
the expectations of both pessimists and optimists in direction
of neutral (no change) expectations. Overall, roughly one-fourth
of the experts have revised their expectations to neutral (no
change) in July. Economic expectations for the Eurozone have
slightly improved by 4.0 points to a level of minus 6.1 points
this month. In contrast the respective indicator for Austria has
deteriorated by 6.1 points and has reached the balanced 0.0
points-mark. Experts’ assessment of the current economic situ-
ation in the CEE region and the Eurozone has remained almost
unchanged after a slight decrease by 2.6 points and 1.3 points
respectively to levels of minus 2.7 points and minus 68.0 points
respectively. In contrast the respective indicator for Austria has
slightly improved by 5.4 points to a level of 11.1 points.

Inflation concerns for the CEE region have been largely re-
laxed in July as indicated by a major decrease by 26.4 points of
the respective indicator. Roughly half of the surveyed partici-
pants expect the inflation rates in the region to decrease over
the next six months. Analogous expectations are displayed by
the respective indicator for the Eurozone. The indicator has de-

creased by 9.3 points in July to a level of minus 38.4 points. The
inflation rate in Austria is expected to remain rather unchanged
by half of the participants. The respective indicator has remained
almost unchanged at a level of minus 14.8 points.

A bullish revision is observed in experts’ expectations on the
Austrian stock market index ATX. The respective sentiment indi-
cator has increased by 15.3 points this month. The respective
sentiment indicator for the CEE stock market index NTX displays
a slight bearish revision of expectations by 5.7 points.

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

Indicators for the Czech Republic, Poland, and Slovakia
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Economic expectations for the Czech Republic and Poland
remain almost unchanged in July. The respective indicators have
slightly decreased by 2.4 points and 2.9 points respectively to
levels of 2.5 points and minus 12.5 points respectively. The re-
spective indicator for Slovakia has displayed a double digit de-
crease by 12.0 points to a level of minus 20.0 points — the low-
est level among all surveyed economies. Experts’ assessment
on the current economic situation in the Czech Republic and
Poland has remained largely unchanged at levels of minus 19.0
points and 22.5 points respectively. The respective indicator for
Slovakia has displayed a double digit decrease by 10.2 points
to a level of minus 5.0 points.

Inflation concerns for the Czech Republic and Poland have
been further relaxed in July. The respective indicators of infla-
tion rate expectations have dropped by 16.3 points and 12.0
points in this month’s survey. In contrast, the respective indica-
tor for Slovakia has increased by 6.8 points to a level of minus
23.7 points.

Expectations on the short-term interest rates in Poland have
decreased in July. Subsequent to the decision of the Polish cen-
tral bank in the beginning of July to leave key interest rates un-
changed, 15 per cent of the surveyed financial market experts
have revised their expectations to a forecasted decrease of in-
terest rates within the next six months. Interest rates in Poland
are also expected to decrease in relative terms as compared to
the short-term rate in the Eurozone. Expectations on the devel-
opment of the Polish Zloty revealed an upwards revision by 5.2
points in July.

The expected appreciation of the Polish Zloty is in line with
the expected decrease of the interest rate differential between
Poland and the Eurozone according to the uncovered interest
rate parity.

Bullish revision of stock market expectations for the Czech
PX 50 and Slovakian SAX is displayed in the survey responses
this month. The respective indicators have increased by 7.3
points and 10.3 points respectively. Expectations on the Polish
WIG remain almost unchanged at a level of 16.2 points

Croatia, Hungary and Romania:
Economic Sentiments Deteriorate

Indicators for Croatia, Hungary, and Romania
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Economic expectations have decreased for all three coun-
tries - Croatia, Hungary and Romania. The respective indicators
have fallen by 17.6 points, 4.8 points and 9.7 points to levels
of minus 4.4 points, minus 4.9 points, and 13.5 points. The
indicator for Romania thereby displays the highest value
among all considered economies. Experts’ assessment of the
current economic situation has also decreased for Croatia by
7.4 points to a level of minus 51.0 points. The indicator for
Romania has remained almost unchanged at a level of minus
45.8 points. The respective indicator for Hungary has slightly
increased by 5.9 points, however, the indicator displays a val-
ue of minus 62.5 points which is the lowest value among all
surveyed economies.

Inflation concerns have decreased for all three economies -
Croatia, Hungary and Romania. The respective indicators of in-
flation rate expectations on a six months’ time horizon have
fallen by 21.4 points, 18.5 points and 16.1 points to levels of
6.9 points, minus 21 points and 2.9 points. Inflation concerns
in Croatia and Romania are at the highest values among all con-
sidered economies. The indicator of expected short-term inter-
est rates in Croatia displays with 8.4 points the only positive
value/balance among the surveyed countries, even though it
has fallen by 17.3 points this month. A major decrease by 39.2
points is displayed by the respective indicator for Hungary which
currently stands at minus 59.3 points and thereby the by far
lowest level among all surveyed economies. The respective in-
dicator for Romanian short-term interest rates has also de-
creased by 22.2 points after the double digit increase last month
and is now at a level of minus 6.7 points.

After last month’s bearish revision stock market expectations
for the Croatian CROBEX have increased by 3.0 points in July to
a level of 21.0 points. The indicator for the Romanian BET and
the Hungarian BUX have remained almost unchanged at a level
of 20.8 points and 13.0 points respectively. Exchange rate ex-
pectations have worsened this month for Croatia and Romania.
The respective indicators are have fallen by 2.6 points and 5.7
points to levels of minus 28.8 points and minus 0.1 points.
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Turkey: Decreased Inflation Rate Expectations

Indicators for Turkey
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Economic expectations for Turkey have slightly decreased by
3.2 points in July. The respective indicator thereby remains in
positive territory at a level of 5.9 points. Experts’ assessment of
the current economic situation has improved by 8.2 points in Ju-
ly. The indicator thereby displays the second highest level of 22.4
points among all surveyed economies. Inflation rate expectations
have further decreased in July by 16.6 points. The respective in-
dicator thereby stands at minus 53.0 points — the by far lowest
level among all surveyed economies. Expectations on the short-
term interest rates have decreased in July by 22.5 points to a lev-
el of minus 42.9 points. Short-term rates are also expected to
decrease relative to the Eurozone interest rates. The respective
indicator has decreased by 12.7 points in July. Expectations on
the Turkish stock market index ISE-100 reveal a bearish revision
in July. The respective indicator has dropped by 5.7 points.

Special Question: Impact of Election Results in Greece on the CEE Region

Do the Greek election results have an important impact
on the economic development in the CEE countries in
the mid term (6-12 monhs)?
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What impact would a possible exit of Greece from the
European Monetary Union (EMU) have on the expected
accession of CEE countries to the EMU?
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This month’s special question deals with the impact of the
parliamentary elections in Greece last month. The parliamentary
elections were widely seen as a last chance for the country to re-
main in the Eurozone and have resulted in a rally on world finan-
cial markets. The special question in July therefore asks financial
market experts to assess the impact of the elections on the CEE
region particularly. Experts were further asked to assess whether
the widely discussed scenario of an exit of Greece from the Euro-
pean Monetary Union will make the CEE countries, which are
scheduled to join the Eurozone, change their accession plans.

The parliamentary election in Greece is expected to be im-
portant or very important for government debt and foreign in-
vestments in the countries of the CEE region in the mid —term
(6 to 12 months). This opinion is shared by the majority of 51
per cent and 43 per cent of the experts respectively. The vote is
expected to shape government debt and foreign investments in
the CEE countries also on a longer time horizon up to three years.
In contrast, the majority of experts (40 per cent and 47 per cent
respectively) do not see a direct link between the election re-
sults in Greece and unemployment or current account of the CEE
countries. On a long-term (1-3 years) the election results are
expected to have an impact on government spending in the CEE
countries. This is the opinion of roughly half of the participants.
However, only one-third expect the governments to adjust
spending faster, on a 6 to 12 months horizon.

All CEE countries are expected to postpone their planned ac-
cession in case Greece would exit the European Monetary Union.
The largest majority is thereby displayed in the responses for Ro-
mania — 80 per cent of the surveyed participants foresee a post-
ponement if this scenario would occur. For the Czech Republic
15.4 per cent of the experts even predict that a possible exit of
Greece will lead the country to completely abandon its accession
target. Such reaction is also expected from the Hungarian govern-
ment by 11.8 per cent of the experts. Roughly one-third of the ex-
perts would not expect Croatia to change its accession plans in
case of an exit of Greece. Roughly one-fourth of the surveyed par-
ticipants share the same opinion for Bulgaria. Zwetelina lliewa
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ZEW | Erste Group Bank - Financial Market Survey CEE: July 2012

Austria 222 (+79) 66,7 (-10,4) 11,1 (+2,5) 11,1 (+54)
Croatia 6,4 (+1,3) 36,2 (-10,0) 574  (+87) 51,0  (-7.4)
Czech Republic 143  (+50) 524 (-104) 333 (+54) -190  (-04)
Hungary 25 (-2,3) 325 (+10,5) 65,0 (-82) -625 (+59)
Poland 25,0 (-43) 725  (+9,1) 25 (-4,8) 225 (+0,5)
Romania 2,8 (-25) 486  (+39) 48,6 (-14) -458  (-1,1)
Slovakia 12,5 (-59) 700 (+16) 175  (+43) -50  (-10,2)
Turkey 265 (+69) 69,4 (-56) 4.1 (-13) 224 (+82)
CEE (incl. Turkey) 54 (-4,3) 86,5 (+6,0) 8,1 (-1,7) 2,7 (-2,6)
Eurozone 2,0 (-1,9) 280 (+25) 70,0 (-06) -68,0  (-1,3)
Austria 143 (-13,0) 71,4 (+19,9) 14,3 (-6,9) 0,0 (-6,1)
Croatia 21,7 (-9.9) 522  (+2,2) 26,1 (+7.7) 44 (-176)
Czech Republic 22,0 (-7.3) 58,5 (+122) 19,5 (-4.9) 2,5 (-24)
Hungary 24,4 (-6,5) 463  (+82) 29,3 (-1.7) -4,9 (-4,8)
Poland 12,5 (-8,9) 625 (+14,9) 25,0 (-6,0) -125  (-29)
Romania 270 (-141) 59,5 (+185) 13,5 (-44) 13,5 (-9.7)
Slovakia 75 (-16,9) 650 (+21,8) 27,5 (-49) -20,0 (-12,0)
Turkey 21,6 (-7,5) 62,7 (+11,8) 15,7 (-43) 59 (-3.2)
CEE (incl. Turkey) 10,3 (-153) 71,8 (+23,0) 17,9 (-7.7) -7,6 (-7.6)
Eurozone 18,4 (-8,2) 57,1 (+204) 245 (-122) -6,1 (+4,0)
Inflation rate increase no change decrease balance
Austria 17,6 (-3,6) 50,0 (+4,5) 32,4 (-0,9) -148  (-2,7)
Croatia 325 (-13,7) 419  (+6,0) 256  (+7.7) 6,9 (-21,4)
Czech Republic 10,0 (-43) 37,5 (-7.7) 525 (+12,0) -425  (-16,3)
Hungary 23,7 (-13.8) 31,6 (+9,1) 447 (+47) -21,0  (-185)
Poland 13,6 (-44) 37,8 (-3.2) 486  (+7,6) -350 (-12,0)
Romania 343  (-11,7) 343  (+73) 314 (+44) 29 (-16,1)
Slovakia 15,8 (-0,9) 447  (+86) 39,5 (-7.7) -237 (+6,8)
Turkey 14,3 (-3,1) 184  (-104) 67,3 (+13,5) -53,0 (-16,6)
CEE (incl. Turkey) 17,1 (-6,0) 343 (-144) 486 (+204) -3156  (-264)
Eurozone 12,7 (-4,0) 36,2 (-1.3) 51,1 (+5,3) -384  (-9.3)
Short-term interest rates
[rel.]
Croatia 195 (-205) 323 (-16,0) 694 (+23,7) 67,7 (+263) 111 (-32) 0,0 (-10,3) 84 (-173) 323 (-5,7)
Czech Republic 63 (-165) 138 (-11,2) 531 (+188) 62,1 (+228) 406 (-23) 241 (-116) -343 (-142) -103 (+04)
Hungary 63 (-16,5) 71 (-226) 281 (-62) 429 (+20,7) 656 (+22,7) 500 (+1,9) -593 (-392) -429 (-245)
Poland 60 (-135) 20,7 (-186) 455 (-1,7) 414 (+128) 485 (+152) 379 (+58) -425 (-287) -172 (-244)
Romania 233 (-11,0) 346 (-94) 467 (-02) 462 (+22) 300 (+11,2) 192 (+72) -67 (-222) 154 (-166)
Turkey 19 (-63) 109 (-135) 333 (-99) 459 (+135) 548 (+16,2) 432 (+-0,0) -429 (-225) -323 (-135)
Eurozone 71 (-8,8) 66,7 (+9,9) 262 (-11) 191 (-7,7)

Long-term interest rates balance

[rel.] b [rel.]

Croatia 472  (-69) 457 (+23) 417 (+93) 429 (+96) 111 (-24) 114 (-119) 361 (-45) 343 (+14,2)
Czech Republic 387 (-45) 173 (+07) 452 (-62) 51,7 (+150) 161 (+10,7) 310 (-157) 226 (-152) -137 (+164)
Hungary 291 (-98) 173 (-207) 161 (-61) 172 (+138) 548 (+159) 655 (+69) -257 (-257) -482 (-276)
Poland 40,0 (-45) 276 (+-0,0) 500 (+56) 448 (+138) 10,0 (-11) 276 (-138) 30,0 (-34) 0 (+138)
Slovakia 433 (-21) 310 (+124) 367 (-88) 483 (+7.6) 200 (+109) 207 (-200) 233 (-130) 103 (+324)
Turkey 179 (+01) 190 (+06) 359 (-41) 378 (+115) 462 (+40) 432 (-121) -283 (-39) -242 (+127)
Germany 541 (-54) 37,8 (+-0,0) 81  (+54) 46,0 (-10,8)

Stock market indices increase no change decrease EIET]

EURO STOXX 50 470  (+17) 206 (+1,6) 324 (-33) 146  (+50)

ATX (Austria) 50,0 (+1,6) 250 (+121) 250 (-13,7) 250 (+153)

NTX (CEE) 454 (-73) 27,3 (+8,9) 273 (-16) 181 (-57)

CROBEX (Croatia) 447  (15) 31,6 (+6,0) 237  (-4,5) 210  (+3,0)

PX 50 (Czech Rep.) 50,0 (+-0,0) 267  (+73) 233 (-7.3) 267 (+7.3)

BUX (Hungary) 420  (-37) 290 (+9,0) 290 (-53) 13,0  (+1,6)

WIG (Poland) 452  (-76) 258 (+147) 290  (-7.1) 16,2  (-0,5)

BET (Romania) 51,8  (-2.8) 172 (+51) 310  (-23) 208 (-0,5)

SAX (Slovakia) 31,1 (+21) 448  (+6,1) 241 (-82) 70  (+10,3)

ISE-100 (Turkey) 46,7  (-53) 28,9  (+4,9) 244  (+04) 223 (-57)
Exchange rates (vs. Euro) appreciate no change depreciate balance

Kuna (Croatia) 156  (+5,0) 400 (-12,6) 444 (+7,6) 288  (-2,6)

Koruna (Czech Rep.) 46,3 (-3,7) 36,6 (+2,4) 17,1 (+1,3) 29,2 (-5,0)

Forint (Hungary) 400 (+15) 250 (-0,6) 350 (-0,9) 50  (+24)

Zloty (Poland) 513  (+26) 28,2 (+-0,0) 205 (-26) 308 (+52)

Lei (Romania) 28,5 (+-0,0) 429 (-57) 286 (+57) 01 (-57)

Lira (Turkey) 540 (+50) 260 (-8,7) 200 (+37) 340 (+13)

US-Dollar 544  (-14) 21,7 (-33) 239  (+47) 305 (-6,1)

Note: 85 Financial market experts, 19 from which from Turkey, participated in the July survey which was conducted during the period 07/02/12-07/16/12. 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 June 2012 in parentheses). Balances refer to the differences between positive and negative
assessments.
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