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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
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 September 28 and October 12, 2009, are published in the
November 2009 issue of the “Financial Market Report CEE.” 73 financial market experts participated in this month’s survey.

Economic Expectations for Central and
Eastern Europe Remain Optimistic

The expectations of financial market experts for the economic
developmentin Central and Eastern Europe (CEE) have further
improved in October. The ZEW-Erste Group Bank Sentiment
Indicator CEE climbs 12.1 points to 50.9 points in the current
survey. Thus, the upswing that has started early this year
continues. The indicators for Austria and the whole Eurozone
develop positive in October as well. However, they show
weaker increases than the CEE indicator. The economic ex-

pectations for Austria gain 7.1 points reaching 51.1 points.
The corresponding indicator for the Eurozone increases by
11.9 points to 56.6 points. The assessment of the current eco-
nomic situation in the CEE region worsens in the October
survey. The respective balance drops 9.3 points to minus
56.6 points. Although, the balances for Austria and the Euro-
zone develop similar this month the analysts assess the cur-
rent business conditions there less critical.

Economic Outlook for the CEE Region, Austria and the Eurozone

The CEE Economic Sentiment Indicator, which is calcula-
ted monthly as the balance of positive and negative assess-
ments of the economic development on a six months horizon,
continues its upward trend in October. After an increase by
12.1points the CEE Indicator achieves a level of 50.9 points in
the current survey. A clear majority of 54.7 percent of the
survey participants believe in a recovery of the CEE economy
within the next six months. Only 3.8 percent expect a deterio-
ration of the economic development. The indicators for Austria
and the whole Eurozone develop similar in October, as the
Austrian indicator gaining 7.1 points to 51.1 points and the in-
dicator for the Eurozone rising by 11.9 points to 56.6 points.

In contrast to the improved economic expectations, the
assessment of the current economic situation in the CEE
region worsens. The respective balance drops 9.3 points to
minus 56.6 points. The proportion of critical assessments in-
creases by 9.4 percentage points to 58.5 percentages. Only
1.9 percent of the financial market experts evaluate the present
state of the economy in the CEE region as good. The balances
for Austria and the Eurozone worsen in October as well. After
a 10.1 point decline, the balance for Austria reaches minus
34.1 points. In the Eurozone the corresponding balance falls
6.5 points to minus 43.4 points.

Regarding the financial experts’ inflation expectations there
is a clear tendency. All three balances soar by double-digit
points and switch from negative to positive. This is likely to in-

dicate rising inflation rates. However, an increasing majority
of analysts predict constant inflation rates for the next six
months. In line with this, 54.2 percent of the experts still con-
sider the current interest rate in the Eurozone as appropriate.
The changes in balances regarding the stock market indices
for the CEE region (NTX), Austria (ATX) and for the Eurostoxx
50 vary a lot in the current survey. While the balance for the
NTX gains 1.1 points up to 19.6 points, the expectations for the
ATX fall 6.0 points to 12.5 points. The balance representing
the prospects for the Eurostoxx 50 within a horizon of six
months decreased the most by 16.5 points to 6.5 points.
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Czech Republic, Poland and Slovakia:
Appreciation of Currencies Expected

Indicators for the Czech Republic, Poland, and Slovakia
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Hungary, Romania and Croatia:
Decreasing Interest Rates Predicted

Indicators for Croatia, Hungary, and Romania
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The economic expectations for the Czech Republic im-
prove in October slightly by 2.4 points to 41.2 points,
handing over the leading position to Poland. The financial
market experts evaluate Poland’s economic development
in the following six months as the most positive among the
analysed CEE countries. Accordingly, the business out-
look indicator for Poland gains 7.6 points and reaches
46.0 points. The Slovakian economic sentiment indicator
increases forthe second month in a row slightly and equals
36.1points in October.

The analysts’ evaluation of the current economic situa-
tion in the Czech Republic remains nearly unchanged at mi-
nus 37.3 points. Contrary to the previous month, the evalua-
tion of the Slovakian current business conditions deteriorates
considerably by 36.7 points to minus 61.3 points. The sur-
vey participants may keep in mind the steeper than expec-
ted economic contraction in Slovakia in the second quarter
of 2009. Although, the balance representing the assess-
ment of Poland’s current economic situation decreases by
16.8 points, the realised score of minus 22.4 points is still
the best among the analysed economies.

While the development of the Czech stock market has
been assessed very optimistically last month, the expec-
tations in October are more cautions. The respective indi-
cator for the Czech stock market index PX50 declines by
16.4 points to 4.7 points. The prospects for the Poland’s WIG
index are evaluated similarly this month. The balance de-
creases 15.1 points to 4.6 points. Also the development of
the Slovakian stock market index SAX is rather carefully
evaluated. Ranking only 2.6 points the respective indicator
remains on last position in the CEE country comparison.

Regarding the currency expectations most surveyed ex-
perts anticipate an appreciation of the Polish Zloty and the
Czech Koruna compared to the Euro. The two balances in-
crease considerably in October from a zero and a negative
value to 37.6 points and 32.7 points respectively.

The upswing of the economic outlook for Hungary conti-
nues in October. The respective indicator climbs 5.8 points to
36.6 points. The sentiment indicator for Croatia keeps on ris-
ing as well. After improving by 11.7 points to 31.7 points, the
indicatorno longer takes the last position among the analysed
CEE countries. The business expectations for Romania worsen
in October by 4.5 points to a level of 25.5 points. That repre-
sents the weakest value in a cross-country comparison.

The financial market experts still assess the Hungary’s
and Romania’s current economic situation more cautious.
The corresponding balances of minus 69.8 points and minus
70.8 points range at the lower end in this category. While the
expert’s assessment of the current economic situation in
Romania worsens, falling 17.9 points this month, Hungary’s
balance is increasing as the only one among the CEE coun-
tries by 4.2 points. In contrast to last month, the experts' as-
sessment of Croatia’s current economic situation drops by
16.2 points to minus 61.3 points.

The indicator representing the inflation rate expectations
of the survey participants increases for all three countries in
October. However, the majority of analysts still expect the in-
flation rates in Hungary and Romania to decrease and in
Croatia to remain constant.

Regarding the development of the Croatian stock market
within the next six months the financial market experts remain
optimistic. With a balance of 19.6 points the forecast for the
Croatian stock market index CROBEX is the second best in
comparison to the other countries. The balance reflecting the
development of the Romanian stock market index BET in-
creases slightly by 1.2 points and obtains 20.0 points, the
highest score in this category.

In line with the previous month, the majority of survey par-
ticipants expect a depreciation of the Croatian currency with
respect to the Euro in October. In contrast to the last month
however, the Hungarian and the Romanian currencies are ex-
pected to appreciate over the next six months.
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Special Question: G-20 Summit in Pittsburgh

The Group of Twenty (G-20) Finance Ministers and Central
Bank Governors from industrialised and emerging market
economies has a crucial role in tackling the international
financial and economic crisis and restoring the worldwide low (5%) very low (2%)
financial stability and thus to lead the international econo- G
mic recovery.

In the context of the last G-20 Summit that took place
on September 24 to 25 in Pittsburgh, we asked the financial
neutral when comparing them with their previous expecta-
tions. This could indicate that the analysts consider the sum-
mit results as being pledges rather than binding commit- e (¢755%) Source: ZEW
ments. 18 percent of the polled financial market experts

market experts to evaluate the results of the meeting.
state that their expectations have been met and 7 percent of

Figure A: To which extend do the results of the G-20

Summit in Pittsburgh fulfil your previous expectations?

The majority of experts (75 percent) evaluate the outcomes

the analysts seem to be dissatisfied. Figure B: Nameable results could be regarding the
Furthermore, the survey participants have been asked following main issues...

about the main issues and their coverage in the last G-20

Summit. trade finance [ 199%
The majority of experts evaluate the decisions concerning

financial regulation and reforms of international financial in- financial regulation - [, 7+

stitutions (i.e. IMF, world bank) nameable (72 percent and 67 restoring lending N <

percent). At the same time, 61 percent of the respondents e

still think there could have been more emphasis on financial international financial - [ 7%

institutions

regulation and 25 percent wished more emphasis on reforms

international financial institutions. On financial regulatory macrocconomy . N <.

issues, the G-20 agreed to strengthen the regulation of areas Stouees 220
where financial industry activities were responsible for the

credit crisis. However, some rules as the requirement on fi-

nancial institutions to raise adequate cash reserves and the Figure C: More emphasis could have been put on...

rule on how much capital they must have to absorb potential

lqsses sﬁould be con‘1pleted not unj[ll the end‘of 2010. The wrade france | <
discussion on executive compensation for senior managers
has not come to a clear consensus either. financial regutztion [T, -
36 percent of the financial experts assess that the G-20
Summit could give nameable results on macroeconomic is- restoring lending [ o
sues. Two agreements with regard to the leaders’ macroeco-
. L ) . reforms of the
nomic policies are to keep emergency economic support in international [N 25
. . financial institutions
place until a recovery was secured and to reduce the imbal-
ance between export-dominated economies like China and macroeconomy - [ 5o
debtors like the United States in order to reach a sustainable Source: ZEW

and balanced growth of the world economy. 56 percent of the
respondents declared that the macroeconomic topic could

have been more emphasized in the discussion though. Figure D: Do you regard the results of the G-20 Summit
The ability of the G-20 to influence the restoring of lending in Pittsburgh as being relevant for CEE?

seems not to be believed in. 69 percent of the questioned ex-

perts wished more emphasis on restoring lending while only not relevant (13%) veryrelevant (6%)

28 percent of them suppose there may have been nameable
results in this field.
In general, the experts do not agree upon the relevance of
the outcomes of the G-20 Summit for the CEE region. 32 per- less relevant (19%)
cent of the analysts consider the Summit as being relevant
and 32 percent of the experts assess it as being irrelevant
forthe CEE region. However, 13 percent consider it as not rel- neutral (36%)
evant at all.

relevant (26%)

Source: ZEW
Mariela Borell, Karl Trela
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ZEW-Financial Market Survey: October 2009

Current economic situation good acceptable (normal) balance

Austria 9,1 (+1,1) 47,7 (-12,3) 432 +112 -341  (-10,1)
Croatia 23 (+2,3) 34,1 (-20,8) 63,6 ( +18,5) 613 (-16,2)
Czech Republic 7.8 (+4,1) 47,1 (-85) 45,1 (+44) -373  (-0.3)
Hungary 1,9 (+/-0,0) 26,4 (+4,2) 77 (-42) -69,8 (+4,2)
Poland 143 (-17.8) 49,0 (+18,8) 36,7 (-1,0) -224 (-16,8)
Romania 4,2 (-1,7) 20,8 (-145) 750 (+16,2) -708 (-17,9)
Slovakia 2,0 (-22,5) 34,7 (+8,3) 633 (+142) -61,3 (-36,7)
CEE 1,9 (+0,1) 39,6 (-95) 58,5 (+9.4) -56,6  (-9,3)
Eurozone 1,9 (-16) 52,8 (-33) 45,3 (+4,9) -434 (-65)
Economic expectations improve no change worsen balance

Austria 55,8 (+3,8) 39,5 5) 4,7 (-33) 51,1 (+7,1)
Croatia 43,1 (+11,1) 45,5 (-10,5) 11,4 (-0,6) 31,7 (+11,7)
Czech Republic 51,0 (+2,9) 39,2 (-34) 9,8 (+0,5) 41,2 (+2,4)
Hungary 539 (+116) 288 (-174) 17,3 (+58) 36,6 (+58)
Poland 52,0 (+5,9) 42,0 (-42) 6,0 (-1,7) 46,0 (+7,6)
Romania 40,4 (+0,4) 44,7 (-53) 14,9 (+4,9) 25,5 (-45)
Slovakia 42,5 (-0,7) 51,1 (+2,1) 6,4 (-14) 36,1 (+0,7)
CEE 54,7 (+6,6) 415 (-1,1) 3.8 (-55) 50,9 (+12,1)
Eurozone 60,4 (+6,8) 35,8 (-1,7) 3,8 (-5,1) 56,6 (+11,9)
Inflation rate increase no change decrease balance

Austria 38,1 (+16.8) 42,9 (+2,5) 19,0 (-19,3) 19,1 (+36,1)
Croatia 31,7 (-16) 366 (+116) 31,7 (-10,0) 0,0 (+84)
Czech Republic 354 (+7,0) 479 (+121) 16,7 (-19,1) 18,7 (+26,1)
Hungary 340 (+124) 18,0 (-7,5) 48,0 (-4.9) -14,0 (+17,3)
Poland 21,3 (-0,7) 48,9 (+14,9) 298 (-142) -85 (+135)
Romania 20,0 (+1,3) 333 (+145) 46,7 (-158) -26,7 (+17,1)
Slovakia 383 (+17,2) 34,0 (-6,4) 277 (-108) 10,6 (+28,0)
CEE 28,0 (+/-0,0) 46,0 (+14,0) 26,0 (-140) 2,0 (+14,0)
Eurozone 40,3 (+9,5) 46,2 (+9,7) 135  (-19,2) 26,8 (+28,7)

Short-term interest rates increase no change decrease

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

Croatia 244 (+17,3) 21,9 (+12,3) 432 (-235) 37,5 (-196) 324 (+62) 406 (+73) -80 (+11,1) -187 (+50)
Czech Republic 233 (+73) 98 (+58) 558 (-162) 439 (-81) 209 (+89) 463 (+23) 24 (-16) -365 (+35)
Hungary 68 (+48) 24 (+24) 114 (-06) 143 (37) 818 (-42) 833 (+13) -750 (+90) -809 (+1.1)
Poland 214 (+11,4) 100 (+39) 61,9 (+59) 47,5 (+148) 167 (-17,3) 425 (-187) 47 (+287) -325 (+226)
Romania 103 (+103) 54  (+30) 282 (-150) 216 (+100) 61,5 (+47) 730 (-130) -512 (+56) -67.6 (+16,0)
Eurozone 458 (+258) 542 (-20,3) 00 (-55) 458 (+313)

Long-term interest rates i no change

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

Croatia 286 (+14,0) 121 (-25) 400 (-88) 42,4 (+253) 314 (-52) 455 (-22,8) -28 (+192) -334 (+203)
Czech Republic 359 (+4,0) 54 (-56556) 333 (-7.1) 378 (+52) 308 (+31) 568 (+03) 51 (+0,9) -514 (-58)
Hungary 17,0 (+4,5) 2,5 (-60) 220 (+95) 275 (+126) 610 (-140) 70,0 (-66) -440 (+185) 67,5 (+0,6)
Poland 275 (-58) 10,2 (-7,2) 475 (+3,7) 385 (+124) 250 (+21) 513 (-52) 25 (-79) -411 (-2,0)
Slovakia 63,9 (+21,1) 9.1 (-04) 278 (-12,7) 424 (+138) 83 (-84) 485 (-134) 556 (+295) -394 (+13,0)
Germany 613 (-29) 36,4 (+10,0) 23 (-7,1) 59,0 (+4,2)

Stock market indices increase no change decrease balance

EURO STOXX 50 39,1 (-5,1) 28,3 (-6,3) 326 (+114) 6,5 (-16,5)

ATX (Austria) 42,5 (+1,6) 27,5 (-92) 30,0 (+76) 12,5 (-6,0)

NTX (CEE) 46,4 (+5,5) 26,8 (-99) 26,8 (+44) 196  (+1,1)
CROBEX (Croatia) 46,4 (+0,4) 26,8 (-32) 26,8 (+28) 19,6 (-24)

PX 50 (Czech Rep.) 357 (-8,5) 33,3 (+0,6) 31,0  (+7.9) 4,7 (-16,4)

BUX (Hungary) 37,7 (-0,7) 35,6 (-2,9) 26,7 (+3,6) 11,0 (-4,3)

WIG (Poland) 37,2 (-6,0) 30,2 (-3,1) 326  (+9,1) 4,6 (-15,1)

BET (Romania) 47,5 (+58) 250 (-104) 275 (+46) 20,0 (+1,2)

SAX (Slovakia) 30,8 (-32) 41,0 (-3,0) 28,2 (+6,2) 2,6 (-94)

SBI 20 (Slovenia) 32,4 (-16) 38,2 (-6,5) 29,4 (+8,1) 3,0 ( -9,7)
Exchange rates (vs. Euro) appreciate no change depreciate balance

Kuna (Croatia) 18,6 (+6,4) 349 (-10,0) 46,5 (+36) 279 (+28)

Koruna (Czech Rep.) 49,0 (+11,9) 34,7 (+12,5) 16,3 (-24,4) 32,7 (+363)

Forint (Hungary) 27,5 (+44) 49,0 (+16,3) 235 (-20,7) 4,0 (+25,1)

Zloty (Poland) 584 (+158) 20,8 (+6,0) 20,8 (-218) 37,6 (+37,6)

Lei (Romania) 372  (+10,1) 395 (+145) 233 (-246) 13,9 (+347)
US-Dollar 26,0 (+7,8) 24,0 (-5,1) 50,0 (-2,7) -24,0 (+10,5)

Note: 73 Financial experts participated in the October survey which was conducted during the period 09/28/09-10/12/09. 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 2009 in parentheses). Balances refer to the differences between positive and negative assessments.
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