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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 June 4, 2012 and June 18, 2012, are published in the July 2012
issue of the “Financial Market Report CEE”. 84 financial market experts participated in this month’s survey. The answers of all survey partici-
pants 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.

Economic Expectations for Central and
Eastern Europe: Pessimism Returns

The economic expectations for Central and Eastern Europe
including Turkey (CEE region) on a six-month time horizon have
worsened in June. The respective indicator has dropped by 14.6
points to 0.0 points. The evaluation of the current economic
situation in the CEE region has worsened slightly by 2.8 points
to a level of minus 0.1 points. The economic expectations for
the Eurozone within the next six months have displayed a dou-
ble digit decrease by 19.2 points to a level of minus 10.1 points.

The assessment of the current business cycle in the Eurozone
hasworsened by 14.5 points and now reaches a value of minus
66.7 points. The indicator reflecting the economic expectations
for Austria within the next six months has worsened by 18.9
points but remains in the positive territory at 6.1 points. The
evaluation of the current economic situation in Austria has
slightly decreased by 0.4 points and is now at a rather balanced
level of 5.7 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 14.6 points to 0.0 points in June. Sentiments are
thus perfectly balanced with neither optimism not pessimism
taking prevail.

The Greek elections this month are observed to have a large
impact on experts’ expectations. A large part of the respective
indicator’s decrease this month (10.3 points) is due to the ex-
perts’ responses after the announcement of the Greek election
results. Economic sentiments for the Eurozone have decreased
significantly by 19.2 points to a level of minus 10.1 points. In
contrast to the result for the CEE region, the decline of senti-
ments forthe Eurozone is ratherindependent from the outcome
of the Greek election vote, because the decline is mostly due to
expert’s responses before the elections. The assessment of the
current economic situation for the CEE region has slightly de-
creased by 2.8 points to a level of minus 0.1 pointsin June. The
respective indicator for the Eurozone has decreased by 14.5
points to a value of minus 66.7 points.

Inflation expectations for the CEE region and Austria have
remained almost unchanged in June after a slight decrease by
2.0 points and a slight increase by 0.5 points respectively. For
both economies the majority of 48.7 per centand 45.5 per cent
respectively would expect no changes of the inflation rate in the

next six months. In contrast, inflation concerns for the Eurozone
have diminished by 12.0 points in June. The respective indica-
tor currently stands at minus 29.1 points reflecting the majority
opinion of a decreasing inflation rate in the Eurozone until the
end of the year. Stock market expectations on all three stock
market indices — NTX (CEE), EURO STOXX 50 (Eurozone) and ATX
(Austria) display a major bearish revision this month. The re-
spective indicators have dropped by 21.4 points, 24.7 points
and 36.5 points respectively.

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

Indicators for the Czech Republic, Poland, and Slovakia
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The economic expectations for Poland have worsened sig-
nificantly this month. The respective indicator has fallen by 34.7
points to a level of minus 9.6 points. In line with this, indicators
for the Czech Republic and Slovakia have also decreased — by
19.4 and 21.5 points respectively.

The assessment of the current economic situation for Poland
and Slovakia has improved in June. The respective indicator of
the current business cycle has increased by 3.1 points and 5.3
points to a level of 22.0 and 5.2 points respectively. For the
Czech Republic the respective indicator has decreased by 15.9
points to a level of minus 18.6 points.

Inflation concerns have decreased for the majority of the CEE
countries this month. The indicators reflecting experts’ expec-
tations on the development of the inflation rate on a six-months’
horizon for the Czech Republic, Poland and Slovakia have fallen
by 9.5 points, 17.7 points and 13.9 points respectively. The in-
dicators currently stand at levels of minus 26.2 points, minus
23.0 points and minus 30.5 points respectively.

Following the opinion of the financial market experts the
Czech short-term interest rates are about to decline. After last
month”s great decrease (by 34.6 points) the indicator has fur-
ther fallen by 5.5 points to a level of minus 20.1 points. Short-
term interest rates in Poland are expected to decrease as well.
The respective indicator has slightly decreased by 1.6 points to
a level of minus 13.8 points.

Stock market expectations have highly worsened this month
for all three countries — the Czech Republic, Poland and Slova-
kia. The respective indicators reflecting experts’ expectations
on the development of the respective stock market indices — the
Czech PX 50, the Polish WIG and the Slovakian SAX have fallen
by 18.6 points, 23.2 points and 27.4 points respectively. In
comparison to last month, when the indicators of all currencies
were expected to appreciate, this month the Croatian Kuna is
thought to depreciate by 36.8 per cent of the surveyed financial
market experts. The indicator has fallen by 34.0 points to a lev-
el of minus 26.2 points. Half of the survey participants consider
the Czech Koruna to appreciate within the next six month.

Croatia, Hungary and Romania:
Positive Economic Outlook

Indicators for Croatia, Hungary, and Romania
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Economic expectations have remained almost unchanged for
all three countries - Croatia, Hungary and Romania. The respec-
tive indicators have decreased marginally by 5.1 points, 2.6
points and 2.6 points respectively. The indicators currently hov-
er at 13.2 points, minus 0.1 points, and 23.2 points. Croatia
and Poland thereby display the highest values among all con-
sidered economies. The assessment of the current economic
situation has also remained rather unchanged for Croatia and
Poland. After a change by 3.9 points and minus 3.1 points re-
spectively the indicators approach levels of minus 43.6 and mi-
nus 44.7 points respectively. The indicator for Hungary displays
a double digit decrease by 11.9 points and currently stands at
a level of minus 68.4 points which is the lowest value among
all surveyed economies.

Inflation concerns have decreased for Croatia and Hungary.
The respective indicators have fallen by 15.0 points and 16.1
points respectively to levels of 28.3 points and minus 2.5 points
respectively, while expectations for Romania have remained al-
most unchanged . Inflation concerns for all three economies -
Croatia, Hungary and Romania display the highest values among
all considered economies. Expectations on the short-term inter-
estrates of Croatia and Romania display a double-digit positive
revision this month by 13.3 points and 25.6 points respective-
ly. These are also the only economies for which the balance of
expectations is positive with 25.7 points and 15.5 points re-
spectively. The respective indicator for Hungary has decreased
by 6.2 points. The interest rate differential between the short-
term rates in Hungary and in the Eurozone is also expected to
diminish by 48.1 per cent of the pooled participants.

Stock markets expectation displayed a bullish revision for all
three stock markets of Croatia, Hungary and Romania. The re-
spective indicators of experts’ expectations on the development
of the Croatian CROBEX, the Hungarian BUX and the Romanian
BET have decreased by 2.6 points, 7.3 points and 12.1 points
respectively. Exchange rate expectations have worsened this
month for Croatia, Hungary and Romania. The indicators have
fallen by 34.0 points, 10.2 points and 16.2 points respectively.
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Turkey: Bearish Revision of Stock Market Expectations

Indicators for Turkey
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Economic expectations for Turkey have remained almost un-
changed in June. After a decreaseof the respective indicator by
2.5 points it currently stands at a level of 9.1 points. Experts’ as-
sessment on the current situation in Turkey has also remained
largely unchanged. The respective indicator has decreased by
1.4 points and currently displays a level of 14.2 points. Largely
unchanged are experts’ inflation concerns as well. The respec-
tive indicator currently displays a level of minus 36.4 and there-
by the lowest level among all surveyed economies. A majority of
53.8 per cent of the experts expect the inflation rate to decrease
on a six-month time horizon. Stock market expectations for the
Turkish ISE-100 have displayed a major bearish revision in June.
The indicator has dropped by 28.0 points and currently stands
at 28.0 points. However, the majority of experts expects (52.0
per cent) a positive development of the Turkish stock market.

Special Question: International Diversification Potential of CEE Stock Markets

Expectations on the CEE stock market (NTX) and
Austrian stock market (ATX) return in 1 month
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Estimated correlaiton coefficients between the
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This month’s special question deals with financial market
experts’ stock market expectations. Experts were also asked to
assess the diversification potential of CEE stock markets by pro-
viding their estimates on the correlation of domestic stock mar-
ket indices with the EUROSTOXX 50. There is large disagreement
in the expectations on the development of the NTX in the next
month. Nearly half of the experts expect the return to fluctuate
by more than 5 per cent. One fourth of the respondents thereby
expect the stock market index return to drop below minus 5 per
cent. The average of minus 0.2 per cent indicates that bearish
expectations slightly prevail. Expectations on the Austrian ATX
are also bearish. Almost one third of the experts expect the in-
dexto decrease by more than 5 per cent within the next month.
The majority of survey participants, however, do not expect the
index to break out of the minus 5 to 5 per cent range. Experts
indicate substantial diversification potential from the CEE stock
markets. The estimated correlation coefficient between the CEE
stock market index NTX and the European EUROSTOXX 50 lies
at 0.63. Thereby the Turkish stock market index ISE-100 displays
the lowest average estimated correlation coefficient among all
surveyed CEE economies and the highest diversification poten-
tial. Expert on average estimate the correlation of stock market
returns between the Turkish ISE-100 and EUROSTOXX 50 to lie
at minus 0.47. Negative correlation is also expected between
the returns of the EUROSTOXX 50 and the Slovakian SAX. The
correlation coefficient between both stock market indices is es-
timated at minus 0.33. Similarly, the Hungarian BUX is expected
to be negatively correlated with the EUROSTOXX with the corre-
lation coefficient displaying a level of minus 0.28. Almost zero
correlation is estimated for the Croatian CROBEX and the Roma-
nian BET - the estimated correlation coefficients both display
a level of minus 0.03. Relatively high correlation with the EURO-
STOXX 50 is estimated for the Austrian ATX. The estimated cor-
relation coefficient displays a level of nearly 0.70, indicating
that for investors putting high weight on EUROSTOXX in their
portfolio, CEE stock markets are more attractive for the purpos-

es of international diversification. Zwetelina lliewa
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ZEW | Erste Group Bank - Financial Market Survey CEE: June 201

Austria 143 (+52) 771 (-108) 86 (+56) 57  (-04)
Croatia 51 (+26) 462  (-1.3) 487  (-1.3) 436 (+3.9)
Czech Republic 93  (+1.2) 628 (-18.3) 279  (+17.1) 186 (-15.9)
Hungary 48  (+23) 220 (-16.5) 732 (+142) 684 (-11.9)
Poland 293  (+5.0) 634  (-6.9) 73 (+19) 220  (+3.1)
Romania 53  (-0.3) 447  (-25) 500 (+28) 447 (-3.1)
Slovakia 184  (+13.2) 68.4  (-21.1) 132 (+7.9) 52  (+53)
Turkey 196 (-04) 750  (-06) 54  (+1.0) 142 (-14)
CEE (incl. Turkey) 9.7  (+14) 805 (-56) 98  (+42) 0.1 (-28)
Eurozone 39  (+16) 255 (-17.7) 706 (+16.1) 66.7 (-14.5)
Austria 273 (-10.2) 515 (+1.5) 212 (+87) 6.1  (-189)
Croatia 316  (+0.1) 50.0 (-5.3) 184  (+5.2) 13.2 (-5.1)
Czech Republic 293  (-58) 463  (-7.8) 244  (+13.6) 49  (-19.4)
Hungary 309  (-24) 381 (+22) 31.0  (+0.2) 0.1 (26)
Poland 214 (-120) 476  (-10.7) 31.0 (+227) 96 (-34.7)
Romania 411 (-1.8) 41.0 (+1.0) 179  (+0.8) 23.2 (-2.6)
Slovakia 244  (-26) 432  (-16.3) 324 (+18.9) 80 (-215)
Turkey 29.1 (+1.2) 50.9 (-49) 20.0 (+3.7) 9.1 (-25)
CEE (incl. Turkey) 256  (-0.8) 488 (-13.0) 256 (+13.8) 00 (-146)
Eurozone 26.6 (-7.5) 36.7 (-4.2) 36.7 (+11.7) -10.1 (-19.2)
Inflation rate increase no change decrease balance
Austria 212 (+25) 455  (-45) 333  (+20) 121 (+05)
Croatia 462  (-5.2) 359 (-46) 179 (+9.8) 283 (-15.0)
Czech Republic 14.3 (-7.9) 45.2 (+6.3) 40.5 (+1.6) -26.2 (-9.5)
Hungary 375 (+23) 225 (-20.7) 400 (+18.4) 25  (-16.1)
Poland 180  (-64) 410  (-4.9) 410 (+11.3) 230 (-17.7)
Romania 46.0 (+8.6) 270 (-16.8) 270 (+82) 19.0 (+0.4)
Slovakia 167  (-28) 361  (-8.3) 472 (+11.1) -305 (-13.9)
Turkey 174 (+1.1) 288  (-14) 538  (+0.3) 364 (+0.8)
CEE (incl. Turkey) 231 (-1.9) 487  (+1.8) 282  (+0.1) 51 (-20)
Eurozone 16.7  (-2.8) 375 (-6.4) 458  (+9.2) 2941 (-12.0)
Short-term interest rates increase decrease
[abs.] [rel.]

Croatia 40.0 (+182) 483 (+23.3) 457 (-23.1) 414 (-229) 143 (+49) 103 (-04) 257 (+133) 380 (+23.7)
Czech Republic 228 (+139) 250 (+21.4) 343 (-333) 393 (-357) 429 (+194) 357 (+143) -201 (-55) -107 (+7.1)
Hungary 228 (+0.6) 297 (+10.4) 343 (-74) 222 (-13.3) 429 (+6.8) 481 (+29) 201 (-62) -184 (+7.5)
Poland 195 (+4.4) 393 (+17.9) 472 (-104) 286 (-2560) 333 (+60) 321 (+7.1) -138 (-16) 7.2 (+10.8)
Romania 343 (+17.7) 440 (+160) 469 (-98) 440 (-80) 188 (-79) 120 (-80) 155 (+256) 320 (+24.0)
Turkey 182 (+5.0) 244 (+123) 432 (-17.3) 324 (-282) 386 (+123) 432 (+159) -204 (-7.3) -188 (-36
Eurozone 159 (+4.5) 568 (-15.9) 273 (+114) 114 (-69)
Long-term interest rates increase decrease

[abs.] [abs.] [rel.]
Croatia 541 (+10.3) 434 (+227) 324 (-207) 333 (-253) 135 (+104) 233 (+26) 406 (-01) 201 (+20.1)
Czech Republic 432 (+182) 166 (+100) 514 (-80) 367 (-100) 54 (-102) 467 (+-00) 37.8 (+284) -30.1 (+10.0)
Hungary 389 (+4.6) 380 (+187) 222 (-92) 34 (-289) 389 (+46) 586 (+102) 00 (+-00) -206 (+85)
Poland 445 (+71) 276 (+143) 444 (+06) 310 (-157) 1141 (-77) 414  (+1.4) 334 (+148) -138 (+12.9)
Slovakia 454 (+35) 186 (-28) 455 (+0.3) 407 (-93) 91 (-38) 407 (+121) 363 (+7.3) 221 (-14.9)
Turkey 178 (-50) 184  (-34) 400 (-86) 263 (-206) 422 (+136) 553 (+24.0) -244 (-186) -369 (-27.4)
Germany 595 (+13.5) 378 (-54) 27 (-8.1) 56.8 (+21.6)
Stock market indices increase no change decrease balance
EURO STOXX 50 453 (-7.8) 19.0 (-9.1) 357 (+16.9) 9.6 (-24.7)
ATX (Austria) 484  (-93) 129  (-179) 387 (+27.2) 97  (-365)
NTX (CEE) 527  (-54) 184  (-10.6) 289 (+16.0) 238 (-214)
CROBEX (Croatia) 462 (+10.9) 256 (-24.4) 282 (+135) 180  (-2.6)
PX 50 (Czech Rep.) 500 (+1.7) 194 (-220) 306 (+20.3) 194 (-186)
BUX (Hungary) 457  (+5.1) 200 (-17.5) 343 (+124) 114 (-7.3)
WIG (Poland) 52.8 (-38) 1.1 (-156) 36.1  (+19.4) 167  (-232)
BET (Romania) 546  (+27) 121 (175) 333  (+14.8) 213 (-12.1)
SAX (Slovakia) 290  (-89) 387 (-96) 323  (+185) 33 (-274)
ISE-100 (Turkey) 520 (-13.8) 240  (-04) 240 (+14.2) 280 (-28.0)
Exchange rates (vs. Euro) appreciate no change depreciate balance
Kuna (Croatia) 106 (-18.3) 526 (+26) 368 (+15.7) 262 (-34.0)
Koruna (Czech Rep.) 50.0 (-14.1) 34.2 (+6.0) 15.8 (+8.1) 342 (-222)
Forint (Hungary) 385 (-25) 256  (-5.2) 359  (+7.7) 26  (-102)
Zloty (Poland) 487 (-154) 282  (+2.6) 231 (+12.8) 256 (-282)
Lei (Romania) 285  (-27) 486 (-10.8) 229 (+135) 56  (-16.2)
Lira (Turkey) 490  (-1.0) 347  (-0.3) 163  (+1.3) 327  (-23)
US-Dollar 558 (+12.9) 250 (-8.3) 192 (-46) 366 (+17.5)

Note: 84 Financial market experts 21 from which from Turkey, participated in the June survey which was conducted during the period 06/04/12-06/18/12. 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 May 2012 in parentheses). Balances refer to the differences between positive and negative
assessments.
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