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International Finance Market Data: Assessments and Expectations
ZEW Economic Sentiment Indicator for Central and Eastern Europe, Supported by Erste Group Bank AG

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 September 5, 2011 and September 19, 2011, are published in
the October 2011 issue of the “Financial Market Report CEE”. 82 financial market experts participated in this month’s survey. 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 par-
ticipants are not considered for the calculation of the indicators for the individual CEE countries and Austria.

Economic Expectations for Central and Eastern
Europe Drop for the Fourth Consecutive Month

The economic expectations for Central and Eastern Europe
including Turkey (CEE region) on a six-month time horizon have
further decreased in September. The respective indicator has
dropped by 11.6 points to minus 38.0 points. Experts’ expecta-
tions may have been affected by worsened economic expecta-
tions for Hungary, Poland and Croatia as well as rising concerns
about Eurozone’s economic prospects. The evaluation of the
current economic situation in the CEE region has improved by

4.4 points to 7.2 points. The indicator of economic expectations
for the Eurozone has dropped by 25.6 points to its historical
minimum of minus 67.4 points. The assessment of the current
situation in the Eurozone has diminished by 10.9 points and
reached minus 50.1 points. The indicator of economic expecta-
tions for Austria has dropped by 21.2 points to minus 46.9
points. The assessment of the current situation in Austria re-
mains positive at 9.3 points after a decrease by 10.6 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
calculated as the balance of positive and negative assessments
of the economic development on a six-month time horizon, has
worsened by 11.6 points to minus 38.0 points in September.
The respective indicator of economic expectations for the Euro-
zone has dropped by 25.6 points to its historical minimum of
minus 67.4 points. Experts’ expectations for the CEE region
might have been affected by significantly worsened economic
expectations for some CEE countries — Hungary, Poland and
Croatia as the indicators reflecting the economic expectations
for the three countries have dropped by 31.8 points, 21.6 points
and 17.7 points respectively. Rising concerns about Eurozone’s
economic prospects might as well have affected experts’ expec-
tations for the CEE region as the Eurozone is an important trade
partner for the CEE countries. The indicator of economic expec-
tations for the Eurozone has dropped by 25.6 points to its his-
torical minimum of minus 67.4 points. The respective indicator
for Austria has also displayed a double digit decrease by 21.2
points and has thus reached a level of minus 46.9 points.
Experts’ assessment of the current economic situation in Aus-
tria and the Eurozone has also worsened in this months’ survey.
The respective indicators have decreased by 10.6 points and
10.9 points respectively to levels of 9.3 points and minus 50.1
points respectively. In contrast, the assessment of the current
business cycle in the CEE region has slightly improved this

month as the respective indicator has displayed an increase by
4.4 points. Inflation concerns for Austria, the CEE Region and
the Eurozone have slightly increased for the first time since
April this year. The respective indicators have increased by 14.3
points, 6.3 points and 5.8 points respectively. The indicator of
short-term interest rate for the Eurozone has declined by 25.7
points this month. Almost one-third of the survey participants
(30.4 per cent) would not be surprised by a decrease in the key
interest rates in the next six months.

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

Indicators for the Czech Republic, Poland, and Slovakia
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Economic Sentiments have deteriorated for Poland, Slovakia
and the Czech Republic. Whereas for Poland the respective in-
dicator of experts’ economic expectations displays a double-
digit decrease by 21.6 points in this months’ survey, the respec-
tive indicators for Slovakia and the Czech Republic diminish
only slightly by 9.4 point and 4.4 points respectively. Experts’
assessment of the current situation in Slovakia has remained
largely unchanged — the respective indicator has slightly in-
creased by 0.4 points to a level of 12.8 points. The respective
indicators for Poland and the Czech Republic, in contrast, have
decreased in this months’ survey by 3.9 points and 9.6 points
respectively to levels of 20.4 points and 15.4 points respective-
ly. For both countries, however, the majority of experts assess
the current situation as rather normal. This opinion is held by
59.0 per cent and 69.2 per cent of the experts for Poland and
the Czech Republic respectively.

Although the inflation rate is expected to remain unchanged
in the Czech Republic and Slovakia by the majority of experts
(51.4 per cent and 41.2 per cent respectively), experts’ expec-
tations have been revised downwards for the Czech Republic
and upwards for Slovakia. As a result the indicator for the Czech
Republic has decreased by 10.7 points and the indicator for Slo-
vakia has increased by 9.7 points. Inflation concerns in Poland
remain largely unchanged — the respective indicator has de-
creased by 1.8 points in September. Experts’ expectations on
the short-term interest rates in the Czech Republic and Poland
have been revised downwards in September as indicated by a
31.1 points decrease of the indicator of experts’ expectations
on short-term interest rates for the Czech Republic and 8.2 points
decrease of the respective indicator for Poland. A majority of
55.6 per centand 65.7 per cent still expect the short-term inter-
est rates to remain unchanged.

Experts have revised their expectations on the Czech Koruna
and the Polish Zloty downwards. The respective indicators on
the two currencies decreased by 29.9 points and 12.3 points in
September. Although the disagreement in experts’ expectations
has increased, the majority remains bullish.

Croatia, Hungary and Romania:
FX and Inflation Expectations Revised

Indicators for Croatia, Hungary, and Romania
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Economic expectations for Croatia, Hungary and Romania
have worsened in this months’ survey. The respective indicators
for Hungary and Croatia thereby display double digit decreases,
by 31.8 points and 17.7 points respectively and now stand at
minus 47.5 points and minus 41.2 points respectively. For both
countries this is the lowest value of the sentiment indicators
since January 2009. The respective indicator for Romania has
slightly decreased by 5.5 points to a level of minus 5.6 points.
The indicators of experts’ assessment of the current economic
situation for Croatia and Romania remain relatively stable.
After a slight decrease by 4.2 points for Croatia and a slight in-
crease by 3.5 points for Romania the respective indicators have
settled at minus 36.5 points and minus 37.2 points. The indi-
cator of current economic situation for Hungary has decreased
by 9.1 points to a level of 56.3 points — the lowest level among
all surveyed economies.

Whereas for Croatia and Romania inflation concerns have
been relaxed in September, for Hungary responses indicate ex-
pected inflation increases on a six-months basis. The respective
indicators of inflation expectations for Hungary have increased
by 28.5 points to a level of 2.8 points. The respective indicators
for Croatia and Romania have decreased by 16.4 points and 7.0
points respectively to levels of 3.1 points and 39.3 points re-
spectively. Short-term interest rate cuts are expected for Croatia
as indicated by the major decrease by 30.2 points of the respec-
tive indicator in this month’s survey. In contrast, for Hungary
and Romania experts’ expectations remain relatively unchanged.
Given that the survey was finished the day before the National
Bank of Hungary announced keeping the key interest rates on
hold, the result indicates that this decision has not surprised
financial market experts.

A major decrease of expectations for the Hungarian Forint by
26.1 points indicates that a large part of the respondents have
revised their expectations to bearish in this month’s survey. In
contrast, experts get more optimistic regarding the Croatian Ku-
na as indicated by a 10.9 points increase of the respective in-
dicator in September.
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Turkey: Sentiments and Current Situation Remain Stable

Indicators for Turkey
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The Indicator of Economic Sentiment for Turkey slightly in-
creases this month by 3.3 points to a level of minus 31.4 points.
In contrast, the assessment of the current situation for Turkey
remains almost unchanged — after a decrease by 1.0 point the
indicator has settled at 12.7 points. The inflation concerns for
Turkey decrease this month by 9.5 points to a level of 24.6 points.
The indicator remains at by far the highest level among all sur-
veyed economies. For the Turkish Lira experts expect the recent
appreciation trend to be continued in the next six months. This
opinion is held by almost a half (47.1 per cent) of the experts.
According to the experts no changes are expected in the short-
term interest rates. The indicator of the expectations on the short-
term interest rates in Turkey increases by 1.7 points to a level of
4.2 points. The indicator for the Turkish stock market index ISE-
100 remains roughly unchanged at a level of 16.6 points.

Special Question: Accession of CEE Countries to European Monetary Union

When would you expect the following countries to join
the EMU at the earliest?
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When would it be the best time for the following countries
to join the EMU?
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Do you expect any future changes in the Euro
Convergence Criteria?
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In this month’s special question we have asked financial
market experts on their expectations and recommendations re-
garding the assessment of CEE countries into the European Mon-
etary Union (EMU). Considering that some countries from the
region which were scheduled to join the EMU in the short or
mid-term have announced to postpone their entry, discussions
naturally arise when it would be the best time for these coun-
tries to join the EMU. Furthermore, the current sovereign debt
crisis has also raised issues on the restrictiveness of the Euro-
pean Convergence Criteria. For this reason survey participants
were also asked on their expectations regarding potential future
revision of these criteria. Following the opinion of the survey
participants the earliest joining into the European Monetary Un-
ion for all CEE countries is most likely after 2017. The country,
which was to be the first CEE country to join the EMU — Hungary,
in not expected to enter the EMU before 2017 according to over
72 per cent of the financial market experts. The highest disa-
greement is observed in the responses for Poland but still a ma-
jority of roughly 52 per cent do not expect the country to join the
EMU before 2017. Experts were also asked about their recom-
mendation considering the best time to join the EMU. The per-
centage of respondents who would recommend an EMU entry
after 2017, ranges between 59 per cent and 70 per cent for all
CEE countries. For Romania and Croatia experts’ recommenda-
tions largely coincide with their expectations. For Poland and
Bulgaria experts would recommend to the countries to consider
joining the EMU later than they are expected to do so. In con-
trast, the best entry year for Hungary and the Czech Republic
lies slightly before the expected entry year.

A majority of 59.4 per cent of the survey participants expect
the criteria regarding government financing (government debt to
GDP ratio below 60 per cent and government deficit to GDP be-
low 3 per cent) to be tightened or somewhat tightened. In con-
trast, the restrictions on inflation rate, long-term interest rates
as well as the variability of the domestic currency are not expect-
ed to be revised according to roughly 70 per cent of the experts.

Zwetelina lliewa, Jan Fritz
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ZEW | Erste Group Bank - Financial Market Survey CEE: September 2011

Austria 18.7 (-79) 719  (+5.2) 9.4 (+2.7) 9.3 (-10.6)
Croatia 9.0 (+9.0) 455  (-22.2) 455 (+13.2) -36.5 (-4.2)
Czech Republic 23.1 (-5.0) 69.2 (+0.4) 7.7 (+4.6) 15.4 (-9.6)
Hungary 52 (+2.4) 333  (-139) 615 (+115) -56.3  (-9.1)
Poland 30.7 (-5.7) 59.0 (+7.5) 10.3 (-1.8) 20.4 (-3.9)
Romania 57 (+2.6) 51.4 (-1.7) 429 (-0.9) -37.2 (+35)
Slovakia 205 (+1.8) 71.8 (-3.2) 7.7 (+1.4) 128 (+04)
Turkey 29.1 (+1.8) 54.5 (-46) 164  (+2.8) 12.7 (-1.0)
CEE (incl. Turkey) 19.1 (+24) 69.0 (-0.4) 11.9 (-2.0) 7.2 (+4.4)
Eurozone 53 (-1.2) 39.3 (-85) 554  (+9.7) -50.1  (-10.9)
Economic expectations improve no change worsen balance
Austria 3.1 (-13.1) 469  (+5.0) 50.0 (+8.1) -46.9 (-21.2)
Croatia 8.8 (-3.0) 412 (-11.7) 50.0 (+14.7) 412 (-17.7)
Czech Republic 7.7 (-3.7) 487  (+3.0) 436  (+0.7) -35.9 (-44)
Hungary 125 (-86) 275 (-146) 60.0 (+23.2) -475 (-31.8)
Poland 7.9 (-13.3) 474  (+5.0) 447  (+83) -36.8 (-21.6)
Romania 315 (+0.3) 31.4 (-6.1) 371 (+5.8) -5.6 (-5.5)
Slovakia 8.2 (-33) 48.6 (-28) 432 (+6.1) -35.0 (-94)
Turkey 13.0 (-0.1) 426  (+35) 44.4 (-34) -314 (+33)
CEE (incl. Turkey) 7.2 (-4.6) 47.6 (-24) 452  (+7.0) -38.0 (-11.6)
Eurozone 3.8 (-10.2) 25.0 (-5.2) 712 (+154) -67.4 (-25.6)
Inflation rate increase no change decrease balance
Austria 20.0 (+13.1) 467  (-11.9) 333 (-1.2) -13.3  (+14.3)
Croatia 21.9 (-8.1) 53.1 (-0.2) 250 (+8.3) -3.1 (-16.4)
Czech Republic 18.9 (-8.3) 514  (+5.9) 29.7  (+24) -10.8  (-10.7)
Hungary 325 (+239) 378 (-19.3) 29.7 (-46) 28 (+285)
Poland 11.2 (-1.2) 444  (+06) 444  (+06) -332  (-1.8)
Romania 15.2 (-0.9) 30.3 (-52) 545  (+6.1) -39.3  (-7.0)
Slovakia 206 (+8.5) 412 (-7.3) 38.2 (-1.2) -17.6  (+9.7)
Turkey 47.2 (-28) 30.2 (-3.9) 226 (+6.7) 24.6 (-9.5)
CEE (incl. Turkey) 325 (+10.6) 351 (-14.9) 324  (+4.3) 0.1 (+6.3)
Eurozone 173 (+6.2) 423 (-6.6) 404  (+0.4) -23.1  (+5.8)
Short-term interest rates no change
Croatia 321 (-159) 384 (-08) 536 (+16) 462 (-10.3) 143 (+143) 154 (+11.1) 178 (-30.2) 23.0 (-11.9)
Czech Republic 250 (-117) 212 (-02) 556 (-7.7) 485 (-158) 194 (+194) 303 (+16.0) 56 (-31.1) -91 (-16.2)
Hungary 257 (+38) 303 (+165) 514 (-11.1) 424 (-162) 229 (+7.3) 273 (-0.3) 28 (-35) 3.0 (+16.8)
Poland 200 (-42) 303 (+149) 657 (+0.2) 424 (-26.8) 143 (+4.0) 273 (+119) 57 (-82) 3.0 (+3.0)
Romania 29.0 (-1.8) 32.1 (-564) 484 (-54) 50.0 (+42) 226 (+7.2) 179 (+12) 64 (-9.0) 14.2 (-6.6)
Turkey 271 (-0.4) 383 (+59) 500 (+25) 319 (-63) 229 (-21) 298 (+04) 42 (+1.7) 8.5 (+5.5)
Eurozone 218 (-7.5) 478 (-10.7) 304 (+18.2) -86 (-25.7)
Long-term interest rates no change decrease balance
5 [rel.] [abs.] [rel.] b [abs.] b
Croatia 445 (+176) 500 (+14.0) 481 (-1.9) 26.9 (-5.1) 74 (-157) 2341 (-89) 3871 (+333) 269 (+229)
Czech Republic 515 (+10.1) 16.1 (-18) 364 (-50) 516  (+52) 121 (-5.1) 323 (-34) 394 (+152) -162 (+16)
Hungary 515 (+25.7) 485 (+194) 182 (-27.0) 121 (-16.9) 303 (+1.3) 394 (-25) 212 (+244) 941 (+21.9)
Poland 515 (+86) 303 (+1.7) 273 (-191) 182 (-211) 212 (+105) 515 (+194) 303 (-19) -212 (-17.7)
Slovakia 58.1 (+29.5) 258 (+35) 290 (-31.7) 29.0 (-80) 129 (+22) 452 (+45) 452 (+273) -194 (-1.0)
Turkey 37.0 (+54) 383 (-04) 326 (-200) 298 (+0.8) 304 (+146) 319 (-0.4) 6.6 (-9.2) 6.4  (+-0.0)
Germany 555 (-3.9) 306 (+25) 139 (+1.4) 416 (-53)
Stock market indices increase no change decrease balance
EURO STOXX 50 38.1 (-6.3) 238 (+7.1) 38.1 (-0.8) 0.0 (-5.5)
ATX (Austria) 53.6 (-0.2) 250 (+9.6) 21.4 (-94) 322  (+9.2)
NTX (CEE) 48.5 (-3.1) 229 (+6.8) 28.6 (-3.7) 199 (+0.6)
CROBEX (Croatia) 32.2 (-9.7) 484  (+16.1) 19.4 (-6.4) 12.8 (-3.3)
PX 50 (Czech Rep.) 54.8 (-0.4) 194  (+5.6) 25.8 (-52) 29.0 (+4.8)
BUX (Hungary) 548 (+1.7) 194  (+3.8) 25.8 (-55) 29.0 (+7.2)
WIG (Poland) 53.1 (-2.1) 188  (+5.0) 28.1 (-29) 250 (+0.8)
BET (Romania) 48.2 (-1.8) 259 (+8.0) 25.9 (-6.2) 223  (+4.4)
SAX (Slovakia) 423 (-1.1) 30.8 (-25) 269 (+3.6) 15.4 (-4.7)
ISE-100 (Turkey) 44.4 (-7.8) 278 (+16.4) 27.8 (-86) 16.6  (+0.8)
Exchange rates (vs. Euro) appreciate no change depreciate [E1ET [
Kuna (Croatia) 16.7  (+6.4) 53.3 (-1.9) 30.0 (-4.5) -13.3  (+10.9)
Koruna (Czech Rep.) 421 (-13.1) 34.2 (-3.7) 237 (+16.8) 184  (-29.9)
Forint (Hungary) 352 (-10.2) 21.6 (-5.7) 432 (+15.9) -8.0 (-26.1)
Zloty (Poland) 52.6 (-54) 211 (-15) 263 (+6.9) 263 (-123)
Lei (Romania) 334 (-9.5) 433 (+11.2) 233 (-1.7) 10.1 (-7.8)
Lira (Turkey) 471 (+1.9) 333 (+4.7) 19.6 (-6.6) 275 (+85)
US-Dollar 426  (+6.9) 333 (-96) 241 (+2.7) 185 (+4.2)

Note: 82 Financial market experts, 24 from which from Turkey, participated in the September survey which was conducted during the period 09/05/11-09/19/11. 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 August 2011 in parentheses). Balances refer to the differences between positive and negative
assessments.
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