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ZEW, the Centre for European Economic Research, Mannheim, and Erste Group Bank AG, Vienna, carry out a monthly survey among approximately
160 financial market experts for Central and Eastern Europe (CEE), Austria, as well as the Eurozone. The experts are asked 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 28, 2014 and May 12, 2014, 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 Tur-
key. The answers of the Turkish participants are not considered for the calculation of the indicators for the individual CEE countries and Austria.

Economic Sentiments for the CEE Region Improve

During the past three months (from March 2014 until May
2014) the economic expectations for Central and Eastern Europe
have displayed an overall improvement. The ZEW-Erste Group
Bank Economic Sentiment Indicator for the CEE region has in-
creased by overall 17.0 points over this period and now stands
at a level of 26.0 points. A month ago the indicator reached its
highest level since the beginning of the year. To a large extent
the improvement of the indicator for the region can be ascribed
to the improvement of the expectations for Turkey, Hungary and
Slovakia. All three countries have displayed a post-elections rise
in optimism after the presidential elections in Slovakia in mid-
March, the local elections in Turkey at the end of March and the
parliamentary elections in Hungary at the beginning of April. In
contrast, experts have revised their optimistic outlook for Po-
land and the Czech Republic over the past three months. The
decrease of optimism for both countries appears at odds with
the positive economic growth figures announced for the first
quarter of 2014. In the first quarter of 2014 the GDP expanded
by 3.4% (yoy) in Poland, which is the largest growth rate during
the past two years. The GDP growth rate in the Czech Republic
was announced at 2.0% (yoy).

Experts’ assessment of the current situation in the CEE region
has displayed large fluctuations during the past three months.

After a major decrease in March the indicator managed to almost
entirely rebound and currently stands only 1.0 point short of its
level as of February 2014. The drop in March was largely driven
by a sharp decrease of the indicators for Hungary (decrease by
16.2 points) and Romania (decrease by 10.2 points). The indi-
cators decrease was only partly reversed during the subsequent
survey waves.

Economic sentiments for the Eurozone and Austria have
largely fluctuated over the past three months. Both sentiment
indicators have dropped at the beginning of the period — a de-
crease by 27 points for Austria and by 10.1 points for the Euro-
zone. The indicator for the Eurozone has almost entirely re-
bounded, currently ranging only 1.7 points short of its level as
of February 2014. The respective sentiment indicator for Austria
has even managed to surpass its February-level by 2.6 points
and currently stands at 54.5 points, which is at the same time
its highest level for 2014. The drop of the sentiment indicators
for the Eurozone and Austria was followed by a drop of the in-
dicators of experts’ assessment of the current situation in the
two economies a month later, in April 2014. The respective in-
dicators dropped in April by 8.7 points (Eurozone) and 7.8 points
(Austria) and managed to completely rebound in the subsequent
survey wave in May 2014

Economic Expectations for CEE, Austria
and the Eurozone
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Assessment of Current Economic Situation in CEE,
Austria and the Eurozone
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Czech Republic, Poland, and Slovakia:
Positive Current Situation

Economic expectations for the Czech Republic have deterio-
rated over the past three months. After climbing to a historical
high of 78.8 points in February, the indicator of experts’ senti-
ments for the development of the economic situation in the
country over the next six months displayed a large drop by 31.5
points in March, which was only partly reversed in the consecu-
tive months to reach the current level of 66.7 points. In Febru-
ary, the proportion of optimists was only 52.6 per cent — the
lowest proportion since February 2013. Currently two-thirds of
the experts share a positive outlook for the country. Experts’
assessment of the current situation in the country has also de-
creased by 3.7 points over the past three months, but the scope
of the fluctuations in the respective indicator has been a frac-
tion of the scope of the fluctuations in the indicator of experts’
sentiments for the country. The decrease in optimism is at odds
with the recent development of the macroeconomic indicators
forthe country. According to the Czech Statistical Office, the GDP
has increased by 2.0% (yoy).

Economic expectations for Poland have also deteriorated over
the past three months. The respective indicator has dropped by
18.2 points at the beginning of the period and has currently set-
tled at 44.9 points, which is 13.9 points below its level as of
February 2014. In contrast, experts’ assessment of the current
situation in the country has improved by 4.3 points overall over
the last three months. What is more, for the fourth month in a
row there is nobody among the survey respondents to share
concerns regarding the current situation in Poland. This positive
assessment is in line with the macroeconomic indicators for the
country. In the first quarter of 2014 the GDP expanded by 3.4%
(yoy) which is the largest growth rate in two years.

After the presidential elections in Slovakia, experts’ expec-
tations with regard to the economic outlook of the country have
improved significantly. The respective indicator of economic
sentiments, which stood at 45.6 points prior to the elections on
March 15th, has increased by 15.7 points over the last two sur-
vey waves. Experts’ assessment of the current economic situa-
tion in the country has also slightly improved. The respective
indicator has increased by 3.7 points.

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

Economic expectations for Hungary have improved significant-
ly after the parliamentary elections on April 6th - the first election
conducted according to the new electoral law enforced in January
2012. The fact that Viktor Orban was re-elected to his third term
as a prime minister of Hungary was well-received by the financial
market experts. This is indicated by the economic sentiments in-
dicatoras well as the indicator of experts’ assessment of the cur-
rent economic situation in Hungary which increased by 20.6 and
9.6 points as compared to the respective level of the indicators
in March 2014. Prior to the elections, in mid-January 2014, the
decision of Viktor Orban to sign an agreement with Russian pres-
ident Vladimir Putin to increase Hungary’s nuclear power was met
with criticism. The increased optimism of the experts is also in
line with the positive macroeconomic figures for the country. The
GDP has increased by 3.5% (yoy) in the first quarter. This marks
the fastest growth in over seven years.

Economic expectations for Croatia have improved signifi-
cantly over the past three months. The respective indicator has
increased by 15 points to its current level of 20.8 points. This
improvement almost entirely reverses the decrease of the eco-
nomic sentiments over the previous three months (decrease by
16.2 points from December 2013 until February 2014). Simi-
larly, the experts’ assessment of the current economic situation
in the country has improved by 4.1 points over the last three
months. The optimism is in line with the somehow eased con-
traction of the economy. In the fourth quarter of 2013 the econ-
omy contracted by 1.2% (yoy) whereas the contraction was re-
ported to be at 0.4% in the first quarter of 2014.

Economic expectations for Romania have fluctuated signifi-
cantly during the past three months. After a drop by 30.5 points
in March the indicator reached its lowest level since December
2012. Subsequently, the indicator almost reversed the plunge
rising by 25.7 over the last two survey waves in April and May.
The indicator for the experts’ assessment of the current situa-
tion has displayed a similar pattern. After a drop by 10.1 points
in March the respective indicator regained overall 3.7 points
over April and May and currently lingers at a rather balanced,
yet positive level of 3.7 points.

Indicators* for Croatia, Hungary and Romania
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Turkey: Economic Situation and Sentiments Back on Track

Economic Expectations and Assessment of
Current Economic Situation in Turkey

------- Turkey Economic Expectations
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Balance of positive and negative response category. Source: ZEW

Both the indicator of experts’ assessment of the current situ-
ation and the indicator of economic expectations for Turkey have
considerably increased over the last three waves in March, April
and May. Experts’ expectations of the economic development
in Turkey have gradually improved over the past three months,
rising by 40.3 points overall. The indicator currently stands ata
rather balanced, yet positive level of 2.8 points. After a plunge
to its historical lowest level (in February 2014: minus 57.4) the
index for the current economic situation has increased by 51.8
points to the almost balanced current level of minus 5.6 points.
A large majority of 77.8 per cent of the experts assess the cur-
rent economic situation as normal, which is the highest value
since August 2012. The large agreement among the experts pos-
sibly reflects a decreased political uncertainty after the local
elections in March.

Special Question: Inflationary Risk in the CEE Countries

Inthe second Special Question for 2014 the financial market
experts were asked to assess the development of the inflation-
ary risks in the CEE region over the past six months. Furthermore,
they were asked to provide their expectations regarding the de-
velopment of the inflation rate over the next six months. Accord-
ing to the majority of the experts, the inflationary risk in Turkey
has increased since the beginning of the year. 51 per cent of the
respondents say that the risks have increased and 5 per cent
observe even a strong increase. In contrast, the majority of the
survey respondents observe a decrease of the inflationary risks
in Romania (38 per cent) and Croatia (37 per cent). Similarly, 34
per cent of the financial market experts assess the inflationary
risk in the Czech Republic as decreasing. There is a disagree-
ment among the experts regarding the situation in Hungary with
approximately one third observing a decrease and 25 per cent
expecting an increase in inflationary risks in the country. No
changes in the inflationary pressure during the last six month
were observed by 71 per cent of the experts in Poland, by 69 per
cent in Bulgaria, and by 57 per cent in the Czech Republic.

How do you assess the development of the inflationary
risks in the CEE countries since the beginning of 20147

I strongly increased M increased
M decreased M strongly decreased

not changed

Turkey 31% 8% 5 %)
Slovakia 54%
Romania 53%

Poland 71% 9% 6%
Hungary 40%

Czech Republic 57%

Croatia 51%

Bulgaria 69% 17% 10%
0% 20% 40% 60% 80% 100%

Source: ZEW

Furthermore, the experts were asked to reveal their forecasts
on the further development of the inflationary risk in the CEE
countries during the next six months. The experts are the most
pessimistic about the prospects for Hungary. 37 per cent expect
the inflationary risk to increase or even strongly increase during
the next six months. Further deterioration of the inflationary risk
in Turkey is expected by 35 per cent of the experts. In contrast,
23 per cent of the survey respondents expect the situation to
improve. The positive development of the inflationary pressure
in Romania since the beginning of the year is expected to be re-
versed. 34 per cent of the experts expect an increase of infla-
tionary risk in the country while only 16 per cent expect the in-
flationary pressure to become stronger. Experts are most opti-
mistic about the inflationary pressure in the Czech Republic - 23
per cent of the respondents expect the inflationary risk to de-
crease. The inflationary risk in Bulgaria and Croatia is expected
to remain stable by 72 and 71 per cent of the experts respec-
tively. Similarly, a majority of 65 per cent of the experts share a

stable outlook for Slovakia. Daria Fomenko, Zwetelina Iliewa

How do you expect the inflationary risks in the CEE
countries to develop in the next six months?
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Turkey 43% 18% 5%
Slovakia 65%
Romania 50%

Poland 59%
Hungary 43%

Czech Republic 51%

Croatia 71%

Bulgaria 72% 7% 7%
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acceptable (normal) balance

(+11.3) 739  (-10.3) . (-1.0) 175  (+123)
Croatia 33 (+33) 29.0 (-89) 677  (+56) -64.4 (-23)
Czech Republic 97 (-1.8) 87.1 (-1.4) 32 (+3.2) 6.5 (-5.0)
Hungary 31 (+3.1) 688  (+34) 28.1 (-6.5) 250  (+96)
Poland 36.7 (-4.0) 633  (+4.0) 00  (£00) 367  (-4.0)
Romania 222 (+91) 593  (-14.6) 185  (+55) 37  (+36)
Slovakia 218  (+58) 719 (-4.1) 6.3 -17) 165  (+75)
Turkey 83  (-04) 778 (+82) 139  (-78) 56 (+74)
CEE (indl. Turkey) 33 (-0.3) 867  (+46) 10.0 (-4.3) 67  (+40)
Eurozone 1.1 (+3.0) 75.0 (+4.7) 13.9 A d (+10.7)

Economic q

improve no change worsen balance
expectations
Austria 545  (+6.9) 455 (-6.9) 00  (£00) 545  (+6.9)
Croatia 380  (+0.1) 448  (-10.4) 172 (+103) 208  (-10.2)
Czech Republic 667  (£0.0) 333 (£0.0) 00  (£00) 667  (£0.0)
Hungary 562  (+10.0) 313 (-11.0) 125 (+1.0) 437  (+9.0)
Poland 483 (-3.6) 483  (+02) 34 (+34) 44.9 (-7.0)
Romania 500  (+10.9) 462 (-14.7) 38  (+38) 462  (+7.1)
Slovakia 645  (+62) 323 (-94) 32 (+32) 613  (+3.0)
Turkey 274 (+93) 486 (-03) 243 (-9.0) 28  (+18.3)
CEE (incl. Turkey) 408  (+5.1) 444 (-16.3) 148  (+11.2) 26.0 (-6.1)
Eurozone 527  (+55) 417 (-83) 56  (+28) 471 (+2.7)
Inflation rate increase no change decrease balance
Austria 319  (+11.9) 63.6 (-6.4) 45 (-5.5) 274  (+17.4)
Croatia 321 (+7.1) 429  (-10.7) 250  (+36) 74 (+35)
Czech Republic 56.2 (+7.2) 345 (-17.5) 103 (+10.3) 449 (-3.1)
Hungary 625  (+105) 219 (-101) 156 (-04) 469  (+10.9)
Poland 572 (+11.0) 357  (-143) 74 (+33) 501  (+7.7)
Romania 667  (+122) 125  (-23.9) 208  (+11.7) 459  (+05)
Slovakia 483 (+19.1) 448  (17.7) 6.9 (-14) 414 (+205)
Turkey 352 (-79) 27.0 (-94) 378  (+17.3) 26  (252)
CEE (incl. Turkey) 308 -77) 577  (+3.9) 15  (+38) 193  (-115)
Eurozone 437 (+202) 438 (-12.1) 125 (-8.1) 312  (+283)
Short-term increase no change decrease balance
interest rates [abs.] [rel.] [abs.] [rel.] [abs.] [rel.] [ELEN] [rel.]
Croatia 143 (-42) 182 (-36) 821 (+11.7) 773 (+12.1) 36 (-75) 45 (-85) 107 (+33) 137 (+49)
Czech Republic 16.7 (+9.0) 120 (-11) 800 (-46) 80.0 (-26) 33 (-4.4) 80 (+37) 134 (+134) 40 (-4.8)
Hungary 242 (+1.9) 250 (-42) 485 (+4.1) 500 (+42) 273 (-6.0) 250 (£00) -31 (+7.9) 00 (-42)
Poland 276 (-5.7) 217 (-218) 655 (+6.2) 609 (+87) 69 (-05) 174 (+131) 207 (-52) 43 (-34.9)
Romania 27.0 (-12.1) 286 (-64) 538 (+19.0) 476 (+76) 192 (-6.9) 238 (-12) 78 (-52) 48 (-52)
Turkey 406 (+8.1) 419 (+60) 405 (-14) 323 (-113) 189 (-67) 258 (+53) 217 (+148) 161 (+0.7)
Eurozone 184 (+656) 711 (+64) 10.5 (-13.0) 7.9 (+19.6)
Long-term increase no change decrease balance
interest rates [abs.] [rel.] [abs.] [rel.] [abs.] [rel.] [abs.] [rel.]
Croatia 445 (+3.7) 190 (-50) 444 (£0.0) 66.7 (+6.7) 1.1 (-37) 143 (-17) 334 (+74) 47 (-33)
Czech Republic 552 (-12.8) 125 (-136) 379 (+9.9) 750 (+1.1) 69 (+2.9) 125 (+125) 483 (-15.7) 0.0 (-26.1)
Hungary 469 (-31) 408 (+75) 375 (+6.7) 407 (-93) 156 (-36) 185 (+1.8) 313 (+05) 223 (+5.7)
Poland 465 (-73) 218 (-174) 464 (+7.9) 565 (+0.0) 71 (-06) 217 (+174) 394 (-67) 0.1 (-34.8)
Slovakia 483 (-5.9) 218 (-0.9) 379 (+04) 739 (-34) 138 (+5.5) 43 (+43) 345 (-114) 175 (-5.2)
Turkey 471 (+6.6) 483 (+72) 353 (-04) 276 (-134) 176 (-6.2) 241 (+62) 295 (+12.8) 242 (+1.0)
Germany 355 (-2.9) 484 (+2.2) 16.1 (+0.7) 194 (-36)
Stock market A
S increase no change decrease balance
indices
EURO STOXX 50 445  (£0.0) 370  (+74) 185 (-74) 260  (+74)
ATX (Austria) 59.1 (+1.2) 227 (-3.6) 182 (+24) 40.9 (-1.2)
NTX (CEE) 591 (+4.1) 273 -77) 136 (+36) 455  (+05)
CROBEX (Croatia) 50.0 (-36) 286 (-71) 214 (+10.7) 286  (-14.3)
PX50 (Czech Rep.) 52.0 (-0.2) 28.0 (-6.8) 200  (+7.0) 320 (-72)
BUX (Hungary) 556  (+12.1) 222 (-8.2) 222 (-3.9) 334  (+16.0)
WIG (Poland) 560  (£0.0) 16.0 (-8.0) 280  (+80) 28.0 (-8.0)
BET (Romania) 619 (-3.1) 238  (+38) 143 (-0.7) 476 (-2.4)
SAX (Slovakia) 454  (+73) 455 (-6.9) 9.1 (-0.4) 363  (+77)
ISE-100 (Turkey) 333 (-14.4) 455  (+182) 212 (-3.8) 12.1 (-10.6)
:E::_hEa:rg; ates appreciate no change depreciate [EIELTTY
Kuna (Croatia) 276 (-4.6) 55.2 (-5.5) 172 (+10.1) 104 (-147)
Koruna (Czech Rep.) 345  (+76) 552  (-102) 103 (+286) 242  (+50)
Forint (Hungary) 226 (-8.1) 258  (-12.7) 516  (+20.8) 290  (-289)
Zloty (Poland) 50.0 (-7.7) 333 (+10.2) 16.7 (-2.5) 333 (-52)
Lei (Romania) 36.0 (+9.9) 56.0 (-13.6) 8.0 (+3.7) 28.0 (+6.2)
Lira (Turkey) 36.8 (-1.8) 211 (-39) 421 (+57) 5.3 (-7.5)
Us-Dollar 624 (-04) 313 (+84) 63 (-8.0) 561  (+7.6)

Note: 70 Financial market experts, 12 from which from Turkey, participated in the May survey which was conducted during the period of 4/28-5
/12/2014. 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 2014 in parentheses). Balances refer to the differences between positive and
negative assessments.
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