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ZEW, the Centre for European Economic Research, Mannheim, and Erste Group Bank AG, Vienna, carry out a monthly survey of approximately 160
financial market experts for Central and Eastern Europe, Austria, as well as the Eurozone, asking them for their assessments and expectations
with regard to economic and financial market data. The June issue of the “Financial Market Report CEE” contains the results of the current survey,
conducted between April 30, 2013 and May 13, 2013, as well as an overview of the development of the indicators over the last three months.
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.

Positive Economic Sentiments for the CEE Region

Economic sentiment for Central and Eastern Europe includ-
ing Turkey (CEE) fluctuated around historical highs in the past
three months. The ZEW-Erste Group Bank Economic Sentiment
Indicator for the CEE region has reached a new historical high
of 49.9 points in March — the highest level of the indicator since
the inclusion of Turkey in October 2010. Currently, the sentiment
indicator ranks only slightly below this level, at 44.9 points. The
optimism of the experts on the economic prospects of the CEE
region comes in spite of a deteriorating external environment
for most of the countries in the region and contractions in pub-
lic consumption resulting from fiscal consolidations. Experts are
thereby by far most optimistic about the mid-term economic de-
velopment of the Czech Republic, Romania and Turkey. The re-
spective sentiment indicators for all three countries range at 50
points and higher indicating that more than half of the experts
assert that the economic activity will improve in the next six
months. For Romania the expectations are in line with recent
GDP and industrial production figures. The optimism for the
Czech Republic comes as a signal that the downturn of econom-
ic activity has reached its bottom. Experts remain highly opti-
mistic for the economic development of Turkey in spite of the
recent slowdown in economic growth in the country. Experts’
assessment of the current situation in the CEE region carefully
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maneuvers in positive territory for the last three months. After
peaking at 17.5 points in March and thereby reaching its high-
est level for the last two years, the indicator has fallen to 6.7
points in the recent survey in May. Both the sentiment indicator
and the indicator of the current business cycle in the CEE region
were closely followed by the respective indicators for Austria in
the past three months.

The decrease of the indicator of the current economic situa-
tion in Austria over the last three months is in line with disap-
pointing industrial production figures issued at the end of April.
Experts’ optimism on the current situation in the CEE countries
and Austria contrast their pessimism on the economic activity of
the Eurozone. The indicator of experts’ assessment of the cur-
rent economic situation for the Eurozone has displayed major
fluctuations in the last three months. The fluctuations may reflect
rising uncertainty caused by the debt crisis in the Eurozone. Eco-
nomic expectations for the Eurozone have displayed a major de-
crease in April to a level of 4.9 points — the lowest level since
October2012. At the beginning of May the European Central Bank
has decided to lower the key reference rate by 25 basis pointsin
an attempt to face deteriorating economic activity. The indicator
of economic sentiment has reacted to the decision of the ECB by
a major increase to the current level of 36 points.

Assessment of Current Economic Situation in CEE,
Austria and the Eurozone
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Czech Republic, Poland, and Slovakia:
Optimistic Economic Outlook

Economic activity in the Czech Republic continues to contract
for the fifth consecutive time according to the last figures on in-
dustrial production issued at the beginning of May. In light of
an on-going fiscal consolidation and a resulting contraction in
public demand as well as weak external demand it should not
be surprising that the balance of experts’ assessment on the
current economic situation is negative, currently marking minus
17.7 points, and stable over the last three months. A sharp drop
ofthe indicator was observed in the survey in April and was sub-
sequently reversed in the current survey in May. The temporary
decrease may have been induced by rising political uncertainty
as the government faced a confidence vote amid protests over
tax increases. According to the spring forecast of the European
Commission released on May, 3, 2013 the economic activity in
the Czech Republic has bottomed out — a view which is shared
by the financial market experts and has even sharpened in the
last three months. In March 2013 the indicator of economic ex-
pectations for the country almost hit its historical high of 68
points (which was reached in January 2010) and marked 64.4
points. Currently, more than half of the experts (56.2 per cent)
are clear optimists about the mid-term economic development
of the country and no one shares a pessimistic view.

A sharp decrease of experts’ assessment of the current situ-
ation in Poland is observed over the last three months. Expec-
tations on the economic development, in contrast, have re-
mained stable at rather optimistic levels. Experts expect the
current trend towards depreciation of the Polish Zloty to be re-
versed and the majority of 44.9 per cent signal that an appre-
ciation is in sight. This is why inflation expectations remain
largely unaffected by the depreciation of the zloty.

In the last three months there is a sequential decline in the
percentage of pessimists for the economic development of Slo-
vakia. Currently only 10.7 per cent of the experts share scepti-
cism regarding the economic prospects of the country which is
the lowest percentage since April 2011. Experts’ assessment on
the current economic situation is almost balanced in the last
three months in spite of the rather disappointing figures on low-
er than expected GDP growth as published in March 2013.

Indicators* for the Czech Republic, Poland and Slovakia
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Croatia, Hungary and Romania:
Economic Downturn Bottoming Up

The by far strongest increase of economic expectations is dis-
played by the respective indicator for Romania. With a majority of
61.6 per cent of optimists and only 3.8 per cent pessimists, the
sentiment indicator for Romania is headed towards its historical
high of 64.4 points, which was reached in January 2010. The
strengthening optimism in the last three months is in line with
positive GDP figures released in March. According to the insights
of the financial market experts, the current situation in Romania
is also improving, although still remaining in negative territory. In
the current survey in May, the indicator of experts’ assessment of
the current business cycle has crossed its previous high of minus
18 points as of May 2011 and currently stands at its highest level
since October 2008. Experts’ inflation expectations for Romania
have stabilized at rather low levels in the past three months. Cur-
rently, the indicator of inflation expectations is set at minus 25.8
points and thereby at the lowest level since September 2011. Ex-
perts’ forecasts are in line with the expectations of the National
Bank of Romania which has announced to start a cycle of interest
rate cuts anticipating rather low inflationary pressure.

Economic expectations for Croatia are rather optimistic with
42.4 per cent of the experts foreseeing an improvement in the
economic conditions within the next six months. The respective
indicator currently ranges at its highest level since March 2011.
The optimism of the experts contrasts their assessment of the
current situation in the country, which has stabilized around
minus 50 points, as well as continuing GDP decrease as an-
nounced at the end of March. Croatia is joining the European
Union on July, 1, 2013.

The indicator of experts’ assessment of the current situation
in Hungary is fluctuating in the narrow range between minus 67
points and minus 72 points since the beginning of the year. The
indicator has thus stabilized at levels very close to the histori-
cal minimum of minus 85.4 points as of July 2009. According to
the large majority of 71.9 per cent of the participants the eco-
nomic situation is currently bad and half of the participants do
not see an improvement coming at least in the mid-term. Only
6.7 per cent of the participants think that the recession has not
yet reached its bottom.

Indicators* for Croatia, Hungary and Romania
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Turkey: Economic Sentiments Strengthen

Economic Expectations and Assessment of
Current Economic Situation in Turkey
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Economic sentiments for Turkey display a moderating trend
over the last three months. After reaching its historical high of
55 points in March, the indicator has decreased in April presum-
ably after the announcement of lower than expected GDP growth
figures at the beginning of April. Experts’ assessment of the cur-
rent situation was also affected. The respective indicator has
fallen from 41 points displayed in March — the highest level of
the indicator since May 2011 — to the current level of 29.7 points.
Experts’ inflation concerns have sharply decreased since the be-
ginning of the year in line with the slowdown of economic growth.
The respective indicator of inflation expectations has moved from
a positive balance of 19.5 points in January 2013 back to the
negative territory with minus 8.4 points in the recent survey in
May 2013. In the last three months experts have revised their
expectations towards an appreciation of the Turkish Lira.

Special Question: Inflation Expectations for the CEE Region

This month’s special questions asks participants for their as-
sessment of the development of the inflationary risk in the CEE
countries since the beginning of the year as well as their expec-
tations on the inflation rate over the next six months. Experts
have also provided their insights on the expected monetary
policy of the national central banks.

At least half of the experts report that the inflationary risks
have decreased or even strongly decreased since the beginning
of the year for most of the countries in the CEE region. Experts’
agreement on this view is highest for Hungary, Poland and the
Czech Republic. Low inflationary pressure is in line with the de-
cisions of the central banks in Poland and in Hungary. The Na-
tional Bank of Poland has just lowered its key rate to a new record
low at the beginning of May and the Hungarian National Bank
has cut its interest rate at the end of April for the ninth month in
a row. Both central banks are expected to further lower their key
interest rates. In spite of the slowdown of the economic growth

How do you assess the development of the inflationary
risks in the CEE countries since the beginning of 20137
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Turkey 42%
Slovakia 45%
Romania 42%
Poland 30%
Hungary 28% 59% 9%
Czech Republic 41% 50% 9%
Croatia 47% 41% 3%
Bulgaria 65%
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in Turkey, there are still 9.7 per cent of the experts who are con-
cerned that the inflationary pressure has increased rather than
decreased. Nevertheless, the majority of 69.6 per cent of the re-
spondents expect the National Bank of Turkey to decide upon
decreasing the key interest rates. A minority of 7.7 per cent of
the respondents also assess an increase in the inflationary risk
in Romania — an indication that the National Bank of Romania
should reconsider its announced intentions to start a cycle of
interest rate cuts. The majority of 70 per cent of the respondents
trust that the National Bank of Romania will fulfil its intention.
The most moderate view on the development of the inflationary
risk since the beginning of 2013 is expressed for Bulgaria and
Croatia. The majority has not anticipated any changes in the in-
flationary risks in these countries and do not report any changes
of the key interest rates in sight. A large majority agrees that the
National Central Bank of the Czech Republic will not meet any
decision on key interest rate changes in the near future.

Do you expect the Central Banks to meet decisions
on the key interest rates?

M No M Yes, increase Yes, decrease
Turkey 70%
Romania 25% 5% 70%
Poland 65%
Hungary 80%

Crech Republic 8%
Croatia 26%
Bulgaria 25%
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Current
economic
situation

al Market Survey CEE: May 2

acceptable (normal)

balance

(-33) 808  (-07) 77 (+40) (-7.3)
Croatia 59  (+04) 382 (-35) 559  (+3.1) -50.0 (-27)
Czech Republic 8.8 (-26) 647  (+16.1) 265  (-135) 77 (+109)
Hungary 3.1 (+0.3) 250 (+2.1) 719 (-24) -68.8 (+2.7)
Poland 15.6 (-5.6) 594 (-4.2) 250 (+9.8) 94 (-15.4)
Romania 107 (+43) 643  (+159) 250  (202) 143 (+245)
Slovakia 178 (+286) 643  (-84) 179  (+58) 01 (-32)
Turkey 324  (-86) 649  (+85) 27 (+0.1) 297  (-87)
CEE (incl. Turkey) 167  (+486) 733 (-85) 100  (+39) 67 (+07)
Eurozone 51 (+0.5) 462 (+22.9) 487  (-234) 436 (+23.9)
Economic A

: improve no change worsen balance
expectations
Austria 440  (+14.4) 520  (-14.7) 40  (+03) 400  (+14.1)
Croatia 424 (-0.9) 515  (+56) 6.1 (-47) 363  (+38)
Czech Republic 56.2 (+0.3) 438 (+8.5) 0.0 (-8.8) 56.2 (+9.1)
Hungary 433 (+11.9) 50.0 (-10.0) 6.7 (-1.9) 366  (+13.8)
Poland 468  (+56) 438  (-62) 94  (+06) 374  (+50)
Romania 616  (+19.7) 346  (-106) 38  (-91) 578  (+28.8)
Slovakia 429  (+96) 464 (-51) 107 (-45) 322 (+14.1)
Turkey 528  (+78) 444 (-5.6) 28 (-2.2) 500 (+10.0)
CEE (incl. Turkey) 483 (+10.0) 483 (-4.6) 34 (-5.4) 449  (+154)
Eurozone 411 (+11.8) 53.8 (+75) 5.1 (-19.3) 36.0 (+31.1)
Inflation rate increase no change decrease LEIELTTY
Austria 200  (+08) 640  (+14.0) 160  (-14.8) 40  (+156)
Croatia 167 (+4.9) 400  (-10.0) 433 (+5.1) 266  (-02)
Czech Republic 97  (+1.1) 613  (+13) 29.0 (-24) 193 (+35)
Hungary 167  (+16) 500  (+15) 333 (-3.1) 166 (+4.7)
Poland 16.1 (+4.0) 484 (-3.1) 355 (-0.9) -19.4 (+4.9)
Romania 186  (+5.3) 370  (-13.0) 444 (+77) 258  (-24)
Slovakia 143 (+2.1) 607  (-29) 250  (+08) 107 (+13)
Turkey 194  (+63) 528  (-104) 278 (+4.1) 84  (+22)
CEE (incl. Turkey) 15  (-23) 654  (-0.1) 231 (+24) 116 (-47)
Eurozone 171 (+3.6) 60.0 (+3.2) 229 (-6.8) 5.8 (+10.4)
Short-term increase no change decrease balance
interest rates [abs.] [rel.] [abs.] [rel.] [abs.] [rel.] [ELEN] [rel.]
Croatia 308 (+89) 227 (+55) 577 (-48) 682 (+13.0) 115 (-4.1) 9.1 (-185)  19.3 (+13.0) 13,6 (+24.0)
Czech Republic 35 (+04) 39 (-65) 862 (-44) 846 (+122) 103 (+4.0) 15 (-57) -68 (-36) 76 (-0.8)
Hungary 74 (-20) 44 (-56) 222 (-59) 217 (+17) 704 (+7.9) 739 (+39) -630 (-9.9) 695 (-9.5)
Poland 69 (+07) 00 (-66) 310 (-315) 360 (207) 621 (+30.8) 64.0 (+27.3) -552 (-30.1) -64.0 (-33.9)
Romania 218 (+45) 150 (-36) 391 (-12.6) 450 (+80) 394 (+8.1) 400 (-44) -17.3 (-36) 250 (+0.8)
Turkey 25.0 (+11.8) 192 (+75) 469 (-57) 500 (+29) 281 (-6.1) 308 (-104) 31 (+17.9)  -11.6 (+17.9)
Eurozone 58 (-4.2) 771 (-2.9) 174 (+7.1) 113 (-11.3)
Long-term increase no change decrease balance
interest rates [abs.] [rel.] [abs.] [rel.] [abs.] [rel.] [abs.] [rel.]
Croatia 519 (-1.2) 320 (-6.0) 37.0 (+26) 480 (+3.2) 1.1 (-1.4) 200 (+28) 408 (+0.2) 120 (-8.8)
Czech Republic 483 (-16) 148 (-30) 345 (-93) 630 (-13) 172 (+10.9) 222 (+43) 311 (-125) 74 (-73)
Hungary 357 (-49) 346 (-34) 250 (-12.5) 77 (164) 393 (+174) 577 (+198)  -36 (-223)  -23.1 (232)
Poland 200 (-206) 74 (-99) 400 (+25) 407 (-11.0) 400 (+18.1) 519 (+209) -200 (-387)  -445 (-30.8)
Slovakia 479 (-38) 150 (-120) 304 (-4.1) 550 (+12) 217 (+7.9) 300 (+108) 262 (-117)  -150 (-22.8)
Turkey 294 (-21) 104 (-102) 382 (-92) 448 (+07) 324 (+11.3) 448 (+95) 30 (-13.4) 344 (-19.7)
Germany 414 (-70) 414 (-7.0) 17.2 (+14.0) 242 (-21.0)
Stock market :
S increase no change decrease [ EIELTS
indices
EURO STOXX 50 566  (+20) 16.7 (-4.5) 267  (+25) 29.9 (-0.5)
ATX (Austria) 60.9 (-3.1) 217 (+57) 17.4 (-26) 435 (-0.5)
NTX (CEE) 519  (-37) 222  (+37) 259  (£0.0) 260  (-37)
CROBEX (Croatia) 536  (+6.7) 357  (-18) 107 (-4.9) 429  (+116)
PX 50 (Czech Rep.) 520  (-16) 280  (-4.1) 200  (+57) 320  (-73)
BUX (Hungary) 542  (+24) 250  (+09) 208 (-33) 334  (+57)
WIG (Poland) 461 (-23.9) 231 (+9.8) 308  (+14.1) 153  (-38.0)
BET (Romania) 600  (+16) 250  (+4.2) 15.0 (-5.8) 450  (+74)
SAX (Slovakia) 375  (+6.7) 417 (12.1) 208  (+54) 167  (+13)
ISE-100 (Turkey) 606  (+35) 212 (-74) 182 (+3.9) 424 (-04)
(va:_hgal?r%e) rates appreciate no change depreciate balance
Kuna (Croatia) 37.9 (-20.9) 552 (+22.8) 6.9 (-1.9) 31.0 (-19.0)
Koruna (Czech Rep.) 32.1 (-34) 536  (+14.9) 143 (-115) 178  (+8.1)
Forint (Hungary) 276  (-67) 414 (+10.1) 310  (-34) 34 (-33)
Zloty (Poland) 449 (144) 379 (+16.0) 172 (-18) 277 (-128)
Lei (Romania) 416  (+59) 417 (-1.2) 16.7 (-4.7) 249  (+106)
Lira (Turkey) 364  (+2.1) 424  (+58) 212 (-77) 152  (+98)
US-Dollar 48.7 (+2.5) 27.0 (+14) 243 (-3.9) 244 (+6.4)

Note: 71 Financial market experts, 15 from which from Turkey, participated in the May survey which was conducted during the period of 4/30-5
/13/2013. 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 April 2013 in parentheses). Balances refer to the differences between positive and
negative assessments.
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