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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 January 31, 2011 and February 14,2011, are published in the March 2011 issue of the “Financial Market Report CEE.” 80 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 participants are not considered for the calculation of the indicators for the individual CEE countries and Austria.

Economic Expectations for CEE

Brighten Up

The economic expectations for Central and Eastern Europe
including Turkey (CEE region) on a six-month time horizon
have brighten up in February. The respective indicator has
improved by 8.3 points to 24.5 points. The improvement of
the economic expectations for the CEE region can be mainly
ascribed to the positive outlook for the economies in Poland
and Hungary. The evaluation of the current economic situation
in the CEE region has again slightly declined in the current
survey. The respective indicator has dropped by 1.6 points to
18.4 points.

The economic expectations for the Eurozone within the next
six months have risen by 5.9 points to 22.6 points. The as-
sessment of the current business cycle in the Eurozone has
gained 6.9 points and reached a value of minus 7.1 points.
The indicatorreflecting the economic expectations for Austria
within the next six months has made a correction of the
strong increase in January and has deteriorated significantly
by 19.6 points to 29.0 points in February. The evaluation of
the current economic situation in Austria has improved slight-
ly by 3.6 points to 37.8 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 assess-
ments of the economic development on a six-month time
horizon, has improved by 8.3 points to 24.5 points in Febru-
ary. Within the CEE countries the outlook for Poland and Hun-
gary has shown the most positive development. Both eco-
nomic indicators have increased by double-digit points.
Therefore, the improvement of the economic expectations
for the CEE region may be ascribed to the positive expecta-
tions for these economies.

While the economic sentiment indicator for the Eurozone
has risen by 5.9 points to 22.6 points, the indicator for
Austria has dropped by 19.6 points to a level of 29.0 points.
In contrast to the strong increase of the positive forecasts for
the Austrian economy in January, in the current survey the ex-
pectations of the financial market experts seem to shift to-
wards an unchanged development. The evaluation of the
current economic situation in the CEE region has again slightly
decreased in February. The respective indicator has dropped
by 1.6 points to 18.4 points. The assessments of the current
business cycles in the Eurozone and Austria have gained 6.9
points and 3.6 points and reached values of minus 7.1 points
and 37.8 points, respectively.

After the considerable improvement of the indicators re-
flecting the expected development of the stock market indices
for the CEE region (NTX), Austria (ATX) and the Eurozone (Eu-
rostoxx 50) in January, the three indicators have dropped sig-
nificantly in February. However, the majority of analysts still
expect a positive development of the stock markets within
the next six months. The indicator representing the expected
development of the NTX has shown the highest value in
country comparison of 39.4 points this month.

Indicators for CEE, Austria and the Eurozone (balances)
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Czech Republic, Poland, and Slovakia:
Positive Economic Development

Indicators for the Czech Republic, Poland, and Slovakia
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Croatia, Hungary and Romania:
Improved Current Situation

Indicators for Croatia, Hungary, and Romania
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Poland’s good recovery from the crisis is documented by the
recently published strong performance of the country in indus-
try, construction and retail sales in the last quarter of 2010. In
line with these results the financial market experts continue to
predict a strong growth for Poland’s economy. The respective
indicator which represents the economic expectations for
Poland on a six-month time horizon has experienced the
strongestrise by 11.9 points in country comparison, thus reach-
ing 37.5 points in February. Slovakia’s economic expectations
have improved by 6.0 points to 31.6 points in the current
survey. According to the assessment of the polled participants,
the economy of the Czech Republic will remain stable within
the next six months as its respective indicator only shows a
slightincrease by 0.8 points to 37.3 points. Though the assess-
ment of the current economic situation in Poland has decreased
by 1.3 points it still displays the best balance in country com-
parison with a value of 45.0 points. The respective balances for
the Czech Republic and Slovakia have changed slightly by 0.8
points to 34.9 points and by 1.1 points to 29.3 points.

The inflation indicators for Slovakia and Poland have de-
clined significantly by 10.9 points and by 8.8 points to the
same value of 67.5 as the expectations of the survey partic-
ipants have shift from increasing to unchanging inflation
rates for the next half year.

The expectations for Poland may be a result of the decision
of the Polish National Bank to raise the short-term interest
rates by 0.25 percentage points. The indicator representing
the expectations for the short-term interest rates for Poland
has declined by 7.4 points in February. However, it remains
the highest value in this category.

The indicators which reflect the expectations for the de-
velopment of the stock marketindices in the three countries
have experienced double-digit declines in February. How-
ever, the indicators remain clearly positive, as the majority
of the analysts still predict increasing indices for the next
six months.

Hungary’s economic outlook on a six-month time horizon
has improved by 11.1 points reaching 32.5 points in February.
Following the statements of the National Bank of Hungary,
rising domestic demand and large scale investment projects
are driving the recovery. The economic sentiment indicators for
Croatia and Romania have changed slightly by 0.5 points to
41.0 points and by 3.6 points to 33.4 points.

Though the balances which reflect the current business sit-
uations in Romania, Croatia and Hungary remain negative,
they have risen significantly in February. The indicator for Ro-
mania has shown the largest increase by 12.2 points to minus
37.8 points. The current economic situations in Croatia and
Hungary have improved by 9.7 points to minus 15.4 points and
by 8.5 points to minus 38.0 points.

The polled participants have predicted lower inflationary
pressures for Croatia within the next six months as the respec-
tive indicator has decreased by 11.8 points reaching 60.6
points in this month’s survey.

Since the Hungarian National Bank raised its short-term in-
terest rate by 0.25 percentage points in January, the percentage
of financial market experts who predict increasing short-term
interest rates in Hungary has decreased by 18.5 percentage
points. Its respective indicator has deteriorated significantly
by 28.2 points reaching 20.5 points in February.

The long-term interest rate indicator for Croatia has shown a
drastic increase by 22.6 points; however the indicator still dis-
plays the lowest value in country comparison with 22.5 points.

The indicator reflecting the expectations of the analysts re-
garding the development of the Croatian stock market index
(CROBEX) has declined most strongly among all the CEE
economies, namely by 48.5 points. However, it remains positive
with a value of 19.4 points.

The indicator reflecting the expected development of the
Hungarian Forint compared to the Euro has declined in February
and the majority of the experts continue to expect a depreciation
of the Forint.
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Turkey: Increasing Inflation Concerns

Indicators for Turkey The economic sentiment indicator for Turkey has continued its

downward development in February. The economic expectations have
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pates an increase of the short-term interest rates in the country.

Special Question: Development of the CEE stock market index NTXin 2011

Figure A: Development of the NTX compared to Stock markets in CEE are expected to have an above average per-
the Eurostoxx 50 and the MSCI World formance in international comparison. Compared to last year, however,

there would be a slight decrease in performance. Although CEE stock
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respondents. An even more optimistic picture reveals in comparison
to the European stock market index EUROSTOXX 50 - the majority of
the experts (60 percent) anticipate an a better performance of CEE
stocks in 2011. It is only a minority of 14 percent of the experts who
disagree. Therefore, the expected outperformance is in line with the

Figure B: At the end of 2011 the NTX Index
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Source: ZEW opment of the European stock markets by the end of the year.

In 2011, the survey participants expect the index toyield an average
Figure C: Expected volatility of the NTX in 2011
compared to 2010

return of roughly 8.5 percent. Compared to last year’s index return of
12 percentthereis an expected decrease in the performance. However,
Volatility the return expectations are broadly spread and skewed. Expectations
of the NTX No Change (18%) range from -13.4 percent to as much as 28.7 percent. Thereby, more
than one third (38.5 percent) of the experts expect a better performance

' than last year (return higher than 12 percent).

Decrease (28%) The financial market experts anticipate more turbulences on the CEE
stock markets this year as compared to last year. An increase in the
volatility of the NTX index s indicated by more than half of the respondents

Downside-volatility to the survey. Itis, however, only the minority who expect the downside-
of the NTX No Change (32%) volatility to increase in line with the total volatility. More than two thirds
of the respondents (68 percent) rather suggest that risk, measured by
downside volatility, would not increase despite of the expected increase
in total volatility. This indicates that survey participants expect chances

rather than risks to drive the volatility on the CEE markets in 2011.
Zwetelina lliewa

Increase (54%)

Increase (32%)
Decrease (36%)

Source: ZEW
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ZEW | Erste Group Bank - Financial Market Survey CEE: February 2011

Austria 37.8 (+0.7) 62.2 (+2.2) 0.0 (-2.9) 37.8 (+3.6)
Croatia 77 (+15) 69.2 (+6.7) 231 (-8.2) 154  (+9.7)
Czech Republic 349 (-0.8) 65.1 (+0.8) 0.0 (+-0.0) 34.9 (-0.8)
Hungary 72 (-2.1) 476 (+127) 452  (-106) -38.0 (+85)
Poland 47.5 (+1.2) 50.0 (-3.7) 25 (+2.5) 45.0 (-1.3)
Romania 5.4 (-25) 514 (+17.2) 432 (-14.7) 378 (+12.2)
Slovakia 31.7 (-4.2) 65.9 (+9.5) 24 (-5.3) 293  (+1.1)
Turkey 491 (-20.3) 458 (+17.2) 5.1 (+3.1) 440 (-234)
CEE (incl. Turkey) 245 (-4.4) 69.4 (+7.2) 6.1 (-2.8) 18.4 (-1.6)
Eurozone 14.3 (+2.3) 64.3 (+2.3) 214 (-4.6) =71 (+6.9)
Economic expectations improve no change worsen balance

Austria 395 (-148) 50.0 (+10.0) 10.5 (+4.8) 29.0 (-196)
Croatia 48.7 (+1.9) 43.6 (-3.3) 7.7 (+1.4) 410 (+0.5)
Czech Republic 48.9 (+2.6) 39.5 (-4.4) 116 (+1.8) 373 (+0.8)
Hungary 48.8 (+3.6) 349 (+3.9) 16.3 (-7.5) 325 (+11.1)
Poland 475 (+6.5) 425 (-1.1) 10.0 (-5.4) 375 (+11.9)
Romania 51.3 (+5.3) 30.8 (-7.0) 17.9 (+1.7) 334 (+36)
Slovakia 414 (+5.5) 48.8 (-5.0) 9.8 (-0.5) 316 (+6.0)
Turkey 22.8 (-5.8) 57.9 (+2.8) 19.3 (+3.0) 3.5 (-8.8)
CEE (incl. Turkey) 35.6 (+3.1) 53.3 (+2.1) 1.1 (-5.2) 245 (+8.3)
Eurozone 39.6 (+2.1) 43.4 (+1.7) 17.0 (-3.8) 226  (+5.9)
Inflation rate increase no change decrease balance

Austria 65.8 (+9.9) 342 (-9.9) 0.0 (+-0.0) 65.8 (+9.9)
Croatia 632 (-92) 342 (+66) 26 (+26) 606 (-11.8)
Czech Republic 65.1 (-1.6) 349 (+1.6) 0.0 (+-0.0) 65.1 (-16)
Hungary 48.8 (+6.3) 349 (-76) 16.3 (+1.3) 325 (+5.0)
Poland 67.5 (-8.8) 325 (+8.8) 0.0 (+-0.0) 67.5 (-8.8)
Romania 487  (+0.2) 297  (+6.8) 216 (-7.0) 271 (+72)
Slovakia 675 (-10.9) 325 (+10.9) 0.0 (+-0.0) 675 (-10.9)
Turkey 63.8 (+16.9) 259  (-8.1) 103  (-8.8) 535 (+25.7)
CEE (incl. Turkey) 63.0 (+1.5) 34.8 (-1.1) 22 (-0.4) 60.8 (+1.9)
Eurozone 643  (+2.0) 286  (-4.7) 71 (+2.7) 572  (-07)

Short-term interest rates balance

[rel.]

Croatia 393 (-87) 270 (+48) 455 (+15) 538 (-1.8) 152 (+7.2) 192 (-30) 241 (-159) 7.8  (+7.8)
Czech Republic 513  (-01) 200 (-112) 410 (+05) 571 (+10.2) 7.7 (-04) 229 (+1.0) 436 (+0.3) 29 (-122)
Hungary 410 (-185) 242 (-321) 385 (+8.8) 364 (+20.8) 205 (+97) 394 (+113)| 205 (-282) -152 (-434)
Poland 736 (-48) 516 (-162) 211 (+22) 355 (+65) 53 (+26) 129 (+9.7) 683 (-7.4) 387 (-259)
Romania 375 (-93) 260 (-163) 375 (+3.1) 296 (+27) 250 (+62) 444 (+136) 125 (-155) -184 (-29.9)
Turkey 490 (+71) 444 (+111) 302 (+04) 289 (-72) 208 (+22) 267 (-39) | 282 (+49) 177 (+150)
Eurozone 539 (+39) 442 (-35) 19 (-04) 520 (+4.3)

Long-term interest rates no change balance

[rel.] - . [rel.]

Croatia 451 ( ) 334 (-6.6) 323 (+156) 48.1 (+8.1) 226 (-19.1) 185 (-1.5) 225 (+226) 149 (-5.1)
Czech Republic 658 (+4.7) 286 (-151) 289 (+11) 543 (+74) 53 (-58) 171  (+7.7) 605 (+105) 115 (-2238)
Hungary 457  (-0.3) 303 (-182) 343 (-08) 242 (-9.1) 200 (+1.1) 455 (+273) 257 (-14) -152 (-455)
Poland 542 (+42) 344 (-156) 229 (-49) 281 (-63) 229 (+0.7) 375 (+219) 313 (+35) -31 (-375)
Slovakia 528 (-0.1) 21.2 (-88) 389 (+183) 515 (-1.8) 83 (-182) 273 (+106) 445 (+181) -6.1 (-19.4)
Turkey 539 (+0.2) 438 (-22) 346 (+7.8) 354 (-24) 115 (-80) 208 (+46) 424 (+82) 23 (-6.8)
Germany 536 (+2.3) 366 (+8.4) 9.8 (-10.7) 438 (+13.0)

Stock market indices increase no change decrease balance

EURO STOXX 50 548  (-30.9) 238 (+20.9) 214 (+10.0) 334 (-409)

ATX (Austria) 545 (-289) 182 (+14.9) 273  (+14.0) 272 (-429)

NTX (CEE) 63.1 (-21.7) 132 (+7.1) 237 (+146) 394 (-36.3)
CROBEX (Croatia) 444 (-342) 306 (+19.9) 250 (+14.3) 19.4 (-485)

PX 50 (Czech Rep.) 514  (-31.0) 270 (+18.2) 216 (+12.8) 298 (-43.8)

BUX (Hungary) 514  (-20.0) 18.9 (+4.6) 29.7 (+154) 217 (-354)

WIG (Poland) 571 (-247) 200 (+7.9) 229 (+16.8) 342 (-415)

BET (Romania) 50.0 (-24.2) 219 (+122) 281  (+12.0) 219 (-36.2)

SAX (Slovakia) 383 (-242) 382 (+10.1) 235 (+14.1) 14.8  (-38.3)

ISE-100 (Turkey) 556 (-22.2) 18.5 (+5.2) 259 (+17.0) 29.7 (-39.2)
Exchange rates (vs. Euro) appreciate no change depreciate balance

Kuna (Croatia) 50.0 (+5.1) 36.1 (-1.8) 13.9 (-3.3) 36.1 (+8.4)

Koruna (Czech Rep.) 34.1 (-15.9) 545 (+12.0) 11.4 (+3.9) 227 (-19.8)

Forint (Hungary) 31.0 (-0.8) 333 (-0.8) 35.7 (+1.6) -4.7 (-24)

Zloty (Poland) 56.1 (-5.5) 31.7 (+6.1) 12.2 (-0.6) 43.9 (-4.9)

Lei (Romania) 394 (-1.2) 36.4 (+5.1) 24.2 (-3.9) 152 (+2.7)

Lira (Turkey) 40.8 (+8.9) 333 (-56.3) 25.9 (-3.6) 149 (+125)
US-Dollar 50.9 (-1.2) 27.3 (-6.0) 21.8 (+7.2) 29.1 (-84)

Note: 80 Financial market experts, 23 from which from Turkey, participated in the February survey which was conducted during the period 01/31/11-02/14/11. 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 January 2011 in parentheses). Balances refer to the differences between positive and negative
assessments.
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