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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
Eastern 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 October 4 and October 18, 2010, are published in the November
2010 issue of the “Financial Market Report CEE.” 102 financial market experts participated in this month’s survey.

Inclusion of Turkey into the Survey
for Central and Eastern Europe

The ZEW-Erste Group economic survey for Central and Eastern
Europe (CEE) expands in October by including Turkey into the
group of the analysed countries. The changes resulting from
this enlargement comprise, first, the extension of the consi-
dered CEE region by one additional country. Second, separate
indicators are formed for Turkey and third, the assessment of
the financial market experts from Turkey is incorporated in
the calculation of the indicators for Turkey, the CEE region in-
cluding Turkey and the Eurozone. We additionally calculate
and analyse all indicators by including the Turkish answers

in all balances. Due to the changes in the current survey a di-
rect comparison of the October results with the results from
the previous months is not possible for the indicators for CEE
(incl. Turkey) and the Eurozone.

The Economic Sentiment Indicator for CEE including Turkey
denotes a value of 19.3 points in October. In September, the
economic expectations for the CEE region without Turkey and
without the answers of the new participants reached 17.3
points. The sentiment indicator for the Eurozone achieves
2.1 points and the balance for Austria remains at 13.8 points.

Economic Outlook for the CEE Region, Austria and the Eurozone

The Economic Sentiment Indicator for CEE including Turkey
and considering the answers of the new survey participants
from Turkey denotes a value of 19.3 points in October. Including
the new participants, the Economic Sentiment Indicators for
the Eurozone reaches 2.1 points in October. Compared to the
results from the previous month this value would indicate a
decline by 15.6 points. Nonetheless, without the consideration
of the survey participants from Turkey the decline of the indi-
cator for the Eurozone would be significantly smaller. The re-
spective indicator for Austria without the answers of the Turkish
experts remains nearly unchanged at a value of 13.8 points.

The indicator which reflects the evaluation of the current
economic situation in the CEE region including Turkey reaches
3.2 points in October. In the previous month without the par-
ticipants from Turkey, the value of the respective balance
was minus 5.7 points.

The indicators representing the assessment of the current
business conditions in Austriaamount 10.3 points for Austria
and minus 15.1 points for the Eurozone.

Through the inclusion of Turkey into the survey a lower in-
flationary pressure is evaluated for the CEE region on a six
months time horizon than in the previous month. The respec-
tive indicator decreases by 19.8 points to 19.0 points. For
Austria and the Eurozone the experts prognosticate signifi-

cantly lower inflationary risks next half year as well. The two
respective balances reach 28.0 points and 21.3 points.

The majority of financial market experts anticipate no sig-
nificant change of the stock market indices within the next
six months for the CEE region (NTX), Austria (ATX) and the Eu-
rostoxx 50. The balance which depicts the development of
the NTX demonstrates a value of 21.2 points. 53.8 percent of
the experts including the analysts from Turkey predict an un-
changed index level for the next half year.

Indicators for CEE, Austria and the Eurozone (balances)
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Czech Republic, Poland, and Slovakia:
Increasing Interest Rates Expected

Indicators for the Czech Republic, Poland, and Slovakia
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Croatia, Hungary, and Romania:
Cautious Evaluation of the Situation

Indicators for Croatia, Hungary, and Romania
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In this month’s survey, the majority of financial market
experts do not expect any change in the economic develop-
ment for the Czech Republic, Poland and Slovakia on a six
months time horizon. The outlook for Poland’s economy ex-
hibits the best value with 18.3 points among the three coun-
tries. Slovakia’s economic expectations reach 17.3 points
and the respective balance for the Czech Republic reaches
11.8 points in October. These balances are calculated with-
out considering the answers of the experts from Turkey.

The Czech Republic and Poland also achieve good results
regarding the evaluation of the current economic conditions
as the respective indicators reach the second and the third
place among the analysed CEE countries after Turkey with
values of 16.9 points and 16.6 points, respectively. Slovakia
demonstrates an indicator of 3.4 points. However, more
than 70 percent of the survey participants evaluate the cur-
rent business conditions in the three countries as acceptable.
The assessment of the current situation in the Czech Repub-
lic, Poland and Slovakia demonstrate significantly better re-
sults than the respective indicators for Croatia, Hungary and
Romania.

The majority of surveyed analysts do not foresee any changes
in the inflation rates and the short-term interest rates for the
next halfyearin the Czech Republic, Poland and Slovakia.

The expectations regarding the development of the stock
market indices for Poland (WIG) and the Czech Republic (PX
50) depict results at the upper bound with values of 31.0
points and 27.8 points. The results for the Slovakian index
SAX lie at the lower bound among all the analysed stock
market indices in the CEE region as it only reaches 18.8
points in October.

According to the evaluation of the financial market experts
the Polish Zloty seems to have the best chances of an appre-
ciation against the Euro within the next six months. The re-
spective balance reaches the highest value in country com-
parison, namely 28.9 points.

With an economic sentiment indicator of 26.3 points Hun-
gary takes up the first place in this category in country com-
parison. While the economic expectations for Romania also
reach a relatively good value, namely 19.6 points, Croatia’s
respective indicator only achieves 13.8 points. Its balance
belongs to the rather cautious evaluations in this month.

The assessment of the current economic situation in Croa-
tia, Hungary and Romania show a critical picture as all three
balances present negative values in October. Hungary takes
up the last place among the analysed CEE countries in this
category with a value of minus 36.0 points. Romania’s as-
sessment of its current business cycle wins the next to last
place after Hungary in country comparison as the indicator
reaches the minus 33.2 points mark. Croatia’s indicator
which reflects the evaluation of its economic situation reach-
es minus 24.0 points.

According to the polled participants the inflation risks are
much smaller in Croatia, Hungary and Romania than in the
Czech Republic, Poland and Slovakia. The indicator which
predicts the inflationary pressure within the next six months
in Romania exhibits the lowest level in country comparison
with the only negative value in this category of minus 1.8
points. This value shows that more experts predict a de-
creasing inflation rate than an increasing inflation rate for
the next half year in Romania.

In line with the expectations for lower inflation risks, the
majority of financial market experts do not perceive any
changesinthe short-term interest rate by the National Banks
in the three analysed countries.

According to the statistics of the ECB, the Romanian Leu
has been experiencing depreciation since March 2010. The
polled participants do not think that the Romanian currency
will break this pattern as the Leu is the only CEE currency for
which the surveyed analysts predictin balance depreciation
against the Euro in the next half year. Its relevant indicator
reaches minus 1.7 points in October.
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Turkey: Strong Start for the Economic Indicators

Indicators for Turkey The Economic Sentiment Indicator for Turkey starts in October with a
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vey participants.

Special Question: CEE Currencies at the End of 2011

Figure A: Currency development in 2011 Within the scope of this month’s special question we analyse the

currency expectations of the financial market experts for the next year

p eretate et i/ for each currency of the analysed CEE countries. As currency expecta-
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demonstrate a relatively high share of polled experts who emphasize
the importance of the budget situation for their currency expectations.
exchange rate regimes Forall analysed currencies, a clear majority of the polled participants
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Melissa Li, Mariela Borell
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ZEW | Erste Group Bank - Financial Market Survey CEE: October 2010

Austria 15.5 (-6.7) 793  (+126) 5.2 (-5.9) 10.3 (-0.8)
Croatia 6.0 (-3.3) 64.0 (+105) 30.0 (-7.2) -240 (+3.9)
Czech Republic 22.0 (-8.6) 729 (+13.7) 5.1 (-5.1) 16.9 (-3.5)
Hungary 33 (-4.2) 574 (+253) 39.3  (-21.1) -36.0 (+16.9)
Poland 233 (-16.7) 70.0 (+16.0) 6.7 (+0.7) 166 (-17.4)
Romania 3.6 (-9.5) 59.6 (+29.2) 36.8 (-19.7) -33.2  (+10.2)
Slovakia 155  (-12.2) 724  (+15.0) 121 (-2.8) 3.4 (-9.4)
Turkey 49.0 47.9 3.1 45.9

CEE (incl. Turkey) 8.8 (-2.5) 85.6 (+13.9) 5.6 (-11.4) 3.2 (+8.9)
Eurozone 4.3 (-7.2) 76.3 (+5.1) 19.4 (+2.1) -15.1 (-9.3)
Economic expectations improve no change worsen balance
Austria 27.6 (-5.7) 58.6 (+119) 13.8 (-6.2) 138 (+0.5)
Croatia 275 (-11.1) 58.8 (+17.9) 13.7 (-6.8) 13.8 (-4.3)
Czech Republic 254  (-121) 61.0 (+19.3) 13.6 (-7.2) 11.8 (-4.9)
Hungary 394 (+7.4) 47.5 (-1.6) 13.1 (-5.8) 263 (+13.2)
Poland 283  (-11.7) 61.7 (+19.7) 10.0 (-8.0) 18.3 (-3.7)
Romania 321 (-4.1) 55.4 (+6.5) 125 (-24) 19.6 (-1.7)
Slovakia 25.9 (-6.0) 655 (+14.4) 8.6 (-8.4) 17.3 (+2.4)
Turkey 36.5 47.9 15.6 20.9

CEE (incl. Turkey) 29.0 (-5.6) 61.3 (+13.2) 9.7 (-76) 193  (+2.0)
Eurozone 186 (-16.7) 64.9 (+17.8) 16.5 (-1.1) 21 (-15.6)
Inflation rate increase no change decrease balance
Austria 333 (-16.7) 614 (+159) 53 (+0.8) 280 (-175)
Croatia 280 (-14.8) 66.0 (+136) 6.0 (+1.2) 220 (-16.0)
Czech Republic 379 (-225) 56.9 (+19.4) 5.2 (+3.1) 327 (-256)
Hungary 250 (-154) 533 (+11.0) 217 (+4.4) 313 (-19.8)
Poland 38.0 (-12.0) 534 (+11.7) 8.6 (+0.3) 294 (-123)
Romania 228 (-15.0) 526 (+10.4) 246 (+4.6) -1.8  (-196)
Slovakia 414  (-246) 534 (+215) 5.2 (+3.1) 36.2 (-27.7)
Turkey 30.1 40.9 29.0 1.1

CEE (incl. Turkey) 26.9 (-18.0) 65.2 (+16.2) 7.9 (+1.8) 19.0 (-19.8)
Eurozone 266 (-214) 68.1  (+20.1) 53 (+1.3) 213 (-227)

Short-term interest rates no change balance

[rel.] [rel.] [abs.] [rel.]

Croatia 200 (-43) 153  (97) 689 (+40) 717 (+9.2) 111 (+03) 130 (+05)| 89 (-46) 23 (-102)
Czech Republic 375 (+11) 176 (-29) 607 (+39) 719 (+155) 18 (-50) 105 (-126) 357 (+61) 74  (+9.7)
Hungary 246 (-04) 155 (-7.7) 596 (+200) 621 (+295) 158 (-196) 224 (-218) 88 (+192) 69 (+14.1)
Poland 473 (+16) 311 (-11.8) 509 (+09) 603 (+151) 18 (-25) 86 (-33) 455 (+41) 225 (-85)
Romania 211 (-26) 207 (-35) 635 (+30) 623 (+168) 154 (-04) 170 (-133) 57 (22) 37 (+938)
Turkey 287 214 62.1 64.0 9.2 14.6 19.5 6.8

Eurozone 207 153 739 139 54 1.4 153  (-16.7)

Long-term interest rates balance

[rel.] - [rel.]

Croatia 261 (-127) 17.0 (-224) 522 (+216) 596 (+323) 217 (-89) 23.4 (-9.9) 4.4 (-3.8) 64  (-125)
Czech Republic 421 (-113) 155 (-124) 491 (+158) 655 (+236) 88 (-4.5) 190 (-11.2) 333 (-6.38) -3.5 (-1.2)
Hungary 293  (-19) 187 (-10.8) 517 (+225) 525 (+320) 19.0 (-206) 288 (-21.2) 103 (+18.7) -10.1 (+104)
Poland 403 (-6.3) 165 (-10.0) 509 (+13.1) 707 (+288) 88 (-6.8) 138 (-188) 315 (+0.5) 1.7 (+8.8)
Slovakia 456 (-126) 156 (-11.9) 509 (+20.7) 741 (+166) 3.5 (-8.1) 10.3 (-47) 421 (-4.5) 53 (-7.2)
Turkey 37.2 23.9 51.2 60.2 116 15.9 25.6 8

Germany 450 (-12.1) 50.0 (+17.3) 5.0 (-5.2) 400 (-6.9)

Stock market indices increase no change decrease balance

EURO STOXX 50 376 (-16.7) 459 (+19.8) 16.5 (-3.1) 211 (-13.6)

ATX (Austria) 46.3  (-10.5) 407 (+134) 13.0 (-29) 333 (-7.6)

NTX (CEE) 337  (-23.1) 53.8 (+31.1) 125 (-8.0) 212 (-151)
CROBEX (Croatia) 44.9 (+1.0) 36.7 (+0.1) 18.4 (-1.1) 265  (+2.1)

PX 50 (Czech Rep.) 426 (-16.4) 426  (+22.1) 148 (-57) 278 (-10.7)

BUX (Hungary) 43.6 (-2.2) 38.2 (+9.0) 18.2 (-6.8) 25.4 (+4.6)

WIG (Poland) 437 (-15.0) 436 (+21.9) 127 (-6.9) 31.0 (-8.1)

BET (Romania) 404 (-16.1) 442 (+26.3) 154 (-10.2) 25.0 (-5.9)

SAX (Slovakia) 358  (-4.2) 472 (+12.2) 170 (-8.0) 18.8  (+3.8)

ISE-100 (Turkey) 48.8 33.0 18.2 30.6

Exchange rates (vs. Euro) appreciate no change depreciate balance

Kuna (Croatia) 15.7 (+0.2) 68.6 (+219) 157 (-221) 0.0 (+223)

Koruna (Czech Rep.) 259 (-17.2) 586 (+21.3) 15.5 (-4.1) 104  (-13.1)

Forint (Hungary) 266 (-16.0) 51.7 (+23.9) 21.7 (-7.9) 4.9 (-8.1)

Zloty (Poland) 475  (-14.1) 33.9 (+7.0) 18.6 (+7.1) 289 (-21.2)

Lei (Romania) 197 (-11.5) 58.9 (+145) 21.4 (-3.0) -1.7 (-8.5)

Lira (Turkey) 30.8 52.7 16.5 14.3

US-Dollar 29.0 (-14.1) 49.0 (+294) 220 (-15.3) 7.0 (+1.2)

Note: 102 financial market experts (from which 37 from Turkey) participated in the October survey which was conducted during the period 10/04/10-10/18/10. The turkish answers are included only in the indicators for
CEE (incl. Turkey), the Eurozone and Turkey. 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 September in parentheses). Balances refer to the differences between positive and negative assessments.
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ZEW | Erste Group Bank - Financial Market Survey CEE: October 2010

Current economic situation good acceptable (normal) bad balance
Austria 109 (-11.3) 855 (+18.8) 3.6 (-7.5) 7.3 (-3.8)
Croatia 39  (-54) 750 (+215) 211 (-16.1) 172 (+10.7)
Czech Republic 175 (-13.1) 76.7 (+17.5) 5.8 (-4.4) 1.7 (-8.7)
Hungary 23 (-5.2) 640 (+31.9) 337 (-267) 314 (+215)
Poland 191 (-209) 742 (+20.2) 6.7 (+0.7) 124 (-216)
Romania 24 (-107) 69.0 (+386) 286 (-27.9) 262 (+17.2)
Slovakia 107 (-17.0) 774 (+20.0) 11.9 (-3.0) 1.2 (-14.0)
Turkey 49.0 47.9 3.1 45.9

CEE (incl. Turkey) 8.8 (-25) 856 (+13.9) 5.6 (-11.4) 3.2 (+8.9)
Eurozone 43 (-7.2) 763  (+5.1) 194 (+2.1) 151 (-9.3)
Economic expectations improve no change worsen balance
Austria 19.8  (-13.5) 67.4 (+20.7) 128  (-7.2) 7.0 (-6.3)
Croatia 187  (-19.9) 70.0 (+29.1) 1.3 (-9.2) 7.4 (-10.7)
Czech Republic 214 (-16.1) 674 (+257) 112 (-96) 102  (-65)
Hungary 29.7 (-23) 57.1 (+8.0) 13.2 (-5.7) 16.5 (+34)
Poland 231 (-16.9) 692 (+27.2) 77 (-103) 154  (-66)
Romania 233  (-129) 674 (+18.5) 9.3 (-5.6) 14.0 (-7.3)
Slovakia 184  (-13.5) 747  (+236) 69  (-10.1) 115  (-34)
Turkey 36.5 47.9 15.6 20.9

CEE (incl. Turkey) 290 (-56) 61.3 (+13.2) 97 (-76) 193 (+2.0)
Eurozone 186 (-16.7) 649 (+17.8) 16.5 (-1.1) 2.1 (-15.6)
Inflation rate increase no change decrease balance
Austria 273 (-227) 67.9 (+224) 4.8 (+0.3) 225 (-23.0)
Croatia 231 (-197) 718 (+19.4) 5.1 (+0.3) 180 (-20.0)
Czech Republic 302  (-30.2) 651 (+27.6) 4.7 (+2.6) 255 (-328)
Hungary 227 (-177) 614 (+19.1) 159  (-14) 68  (-16.3)
Poland 314 (-186) 61.6 (+19.9) 7.0 (-1.3) 244  (-17.3)
Romania 212 (-166) 612 (+19.0) 176 (-24) 36  (-14.2)
Slovakia 329 (-33.1) 624 (+30.5) 4.7 (+26) 282 (-357)
Turkey 30.1 40.9 29.0 1.1

CEE (incl. Turkey) 269 (-18.0) 652 (+16.2) 7.9 (+1.8) 19.0 (-19.8)
Eurozone 266 (-21.4) 68.1  (+20.1) 5.3 (+1.3) 213 (-22.7)

Short-term interest rates increase balance

[abs.] [rel.] . .. .. .. [abs.] [rel.]

Croatia 158 (-85) 123 (-127) 774 (+122) 781 (+156) 71  (-3.7) 96 (29) 87 (-48) 27  (-98)
Czech Republic 28.1 (-8.3) 15.3 (-5.2) 707 (+13.9) 765 (+20.1) 1.2 (-5.6) 8.2 (-149) 269 (-2.7) 71 (+9.7)
Hungary 193 (-57) 128 (-104) 699 (+303) 709 (+38.3) 108 (-246) 163 (-279) 85 (+189) 35 (+175)
Poland 36.1 (-9.6) 256 (-17.3) 627 (+127) 674 (+222) 1.2 (-3.1) 7.0 (-49) 349 (-65) 186 (-124)
Romania 165 (-7.2) 150 (-92) 734 (+129) 725 (+27.0) 101 (-57) 125 (-178) 64 (-15) 25 (+86)
Turkey 28.7 21.4 62.1 64.0 9.2 14.6 19.5 6.8

Eurozone 207 (-15.3) 739 (+13.9) 54  (+14) 153  (-16.7)

Long-term interest rates

Croatia 194 (-194) 135 (-2569) 66.7 (+36.1) 703 (+430) 139 (-16.7) 162 (-17.1) 55 (-2.7) -2.7 (-8.8)
Czech Republic 321 (-21.3) 138 (-141) 619 (+286) 724 (+305) 6.0 (-73) 138 (-164) 264 (-140) 00 (+23)
Hungary 236 (-76) 159 (-136) 635 (+343) 636 (+43.1) 129 (-267) 205 (-295) 10.7 (+19.1) -46 (+159)
Poland 297 (-16.9) 150 (-105) 643 (+265) 747 (+328) 6.0 (-96) 103 (-22.3) 237 (-7.3) 47 (+118)
Slovakia 337 (-245) 130 (-145) 639 (+33.7) 788 (+21.3) 24 (-9.2) 8.2 (-68) 313 (-153) 4.8 (-7.7)
Turkey 37.2 23.9 51.2 60.2 11.6 15.9 256 8

Germany 337 (-234) 60.9 (+28.2) 5.4 (-4.8) 283 (-18.6)

Stock market indices increase no change decrease balance

EURO STOXX 50 376 (-16.7) 459 (+19.8) 165  (-3.1) 211 (-136)

ATX (Austria) 346 (-222) 531 (+25.8) 12.3 (-3.6) 223 (-186)

NTX (CEE) 337  (-23.1) 538 (+31.1) 125  (-8.0) 212 (-15.1)
CROBEX (Croatia) 329 (-11.0) 51.3  (+14.7) 15.8 (-3.7) 171 (-7.3)

PX 50 (Czech Rep.) 333 (-25.7) 531 (+326) 136  (-6.9) 197 (-18.8)

BUX (Hungary) 305 (-15.3) 524 (+23.2) 171 (-7.9) 13.4 (-7.4)

WIG (Poland) 338 (-24.9) 542 (+325) 120  (-7.6) 218 (-17.3)

BET (Romania) 30.8 (-25.7) 551 (+37.2) 14.1 (-11.5) 16.7  (-14.2)

SAX (Slovakia) 273 (-127) 571  (+221) 156  (-9.4) 117 (-3.3)

ISE-100 (Turkey) 48.8 33.0 18.2 30.6

Exchange rates (vs. Euro) appreciate no change depreciate balance

Kuna (Croatia) 13.2 (-23) 75.0 (+28.3) 118  (-26.0) 14 (+23.7)

Koruna (Czech Rep.) 211 (-22.0) 67.1 (+29.8) 11.8 (-7.8) 9.3 (-14.2)

Forint (Hungary) 225 (-20.1) 61.8 (+34.0) 15.7  (-13.9) 6.8 (-6.2)

Zloty (Poland) 375 (-24.1) 489 (+22.0) 136 (+2.1) 239 (-26.2)

Lei (Romania) 158  (-154) 67.1  (+22.7) 171 (-7.3) -1.3 (-8.1)

Lira (Turkey) 30.8 52.7 16.5 14.3

US-Dollar 29.0 (-14.1) 49.0 (+294) 220 (-153) 7.0 (+1.2)

Note: 102 financial market experts participated in the October survey which was conducted during the period 10/04/10-10/18/10. The turkish answers are includet in all indicators. 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 September in parentheses). Balances refer to the differences between
positive and negative assessments.
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