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Debt ratios to stabilize in most of CEE countries
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On the Radar

e In Czechia, industrial production arrived at 1.3% y/y in December.
e According to PM Citu, Romania will present its 2021 budget bill by Wednesday morning targeting the

deficit of 7-7.1% of GDP.

e In Croatia trade deficit narrowed to HRK -3.7bn in November, while it widened in Romania to EUR -1.95bn

in December.

e Today at 10:30 AM CET, Slovenia will publish trade statistics for December.
e Tomorrow in the morning, industrial production for December is due in Slovakia.
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The new Debt sustainability monitor issued by the EC
last week show that debt ratios in most of CEE countries
should stabilize or even decline over the next decade
without any extra effort - in so called no-policy-change
(NPC) scenario. Romania and Slovakia are the only CEE
countries where public debt is expected to continue to
increase by brisk pace well above 60% also in Stochastic
Debt Projections, according to which Romania’s public
debt ratio is to nearly double in 5 years and breach 120%
of GDP in 10 years unless some policy action is taken.
The main reason is high structural deficit and unreformed
pension system. According to the EC’s material,
Romania would need to deliver the highest fiscal
consolidation from all EU member states (higher than
Italy) in order to achieve the 60% of GDP debt target in
15 years.
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https://www.erstegroup.com/en/research/report/en/SR211124
https://ec.europa.eu/info/sites/info/files/economy-finance/ip143_en.pdf
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Market performance

Market developments

Global market mood continues to benefit from vaccine

-1.0% -0.5% 0.0% 0.5% 1.0% -10.0 0.0 10.0 20.0
roll-out in the US and progress on new stimulus package,
EURHRK HR 2029
tough concerns are rising over its impact on inflation. US
EURCZK cz10Y dollar depreciated today morning and is moving toward
HU 10Y 1.21 vs. EUR. CEE currencies benefited from global risk-
EURHUF on mood and appreciated with exception of Hungarian
CURBLN PL1OY forint that weakened and is trading above 358 vs. EUR.
RO 10V Czech koruna continues its downward move as EURCZK
EURRON broke the 25.7 margin, while Polish zloty moved toward
sk1o¥ 4.48 vs. EUR. In Hungary, central bank cut liquidity
EURRSD LV 2028 support for economy as MNB bought last week HUF
60bn in Treasuries and injected HUF 10bn liquidity via
EURUSD LT 2029 .
repo operations. Last week’s total HUF 70bn support
appreciation  depreciation . . .
wDD - WW wD-D = W-W compares with HUF 75bn in the previous week and HUF
80bn earlier in January.
Source: Bloomberg, Erste Group Research
COVID-19 update
Actuals 08.02.2021 24H Cases Prev. Day 3 Day Average 5 Day Average
Active Cases New Pct. New Pct. New Cases Pct. New Cases Pct.
us 26,629,073 86,646 0.3% 89,581 0.3% 93,414 0.4% 107,398 0.4%
UK 3,847,978 14,138 0.4% 15,904 0.4% 16,135 0.4% 17,669 0.5%
FR 3,080,553 4,343 0.1% 19,715 0.6% 14,882 0.5% 18,055 0.6%
IT 419,604 7,969 1.9% 11,640 2.7% 11,016 2.6% 12,183 2.9%
ES 2,776,414 47,095 1.7% - 0.0% 15,698 0.6% 21,124 0.8%
DE 179,792 4,650 2.6% 6,670 3.8% 6,651 3.7% 8,764 4.8%
CH 207,902 3,280 1.6% - 0.0% 1,093 0.5% 1,326 0.6%
AT 13,562 1,057 7.8% 1,317 9.6% 1,236 9.0% 1,323 9.6%
PL 200,698 2,431 1.2% 4,725 2.3% 4,374 2.1% 5,134 2.5%
RS 405,702 1,960 + 0.5% 1,529 0.4% 1,724 0.4% 1,801 0.4%
RO 34,995 1,319 3.8% 1,975 5.6% 1,968 5.6% 2,231 6.3%
cZ 98,041 4,863 5.0% 8,635 9.0% 7,208 7.5% 8,092 8.5%
HU 82,661 1,160 1.4% 1,370 1.6% 1,364 1.6% 1,464 1.7%
Sl 15,758 298 1.9% 501 3.2% 567 3.6% 780 4.8%
SK 13,110 757 5.8% 1,552 9.4% 1,517 9.1% 1,851 10.0%
HR 2,407 7 2.9% 276 10.0% 257 9.2% 367 12.7%
Source: John Hopkins University
Analyst:
Juraj Kotian
+43 (0)5 0100 17357
juraj.kotian@erstegroup.com
Analyst:
Malgorzata Krzywicka
+43 (0)5 0100 17338
malgorzata.krzywicka@erstegroup.com
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Upcoming releases in CEE

Date Time Country Indicator
09.Feb 10:30 Sl Trade Balance
10.Feb SK Industrial Production (y/y)

CDS Spread

Change (bps)

FX Market

Last d-d Wew Last
Czechia 36 0 0 EUR/CZK 25.69
Hungary 60 0 0 EUR/HUF 358.51
Poland 45 0 0 EUR/PLN 4.48
Romania 80 0 0 EUR/RON 4.88
Croatia 76 0 0 EUR/HRK 7.56
Slovakia 45 0 0 EUR/RSD 117.62
Slovenia 65 0 0 EUR/USD 1.21

Selected government bonds

Domestic
Benchmark

bonds Rating Years.lo Description Curr.ent Change (bps)
maturity (mid) d-d W -W

AA- 1 CZGB 0.1 04/17/22 0.15 0 0

Czechia AA- 4 CZGB 1 1/4 02/14/25 0.85 0 16
AA- 9 CZGB 0.95 05/15/30 1.43 2 14

A+ 2 SLOVGB 3 02/28/23 -0.58 0 2

Slovakia A+ 6 SLOVGB 1 3/8 01/21/27  -0.49 0 5

A+ 9 SLOVGB 0 3/4 04/09/30  -0.35 0 7

BBB 2 HGB 1 3/4 10/26/22 0.50 1 1

Hungary BBB 7 HGB 3 10/27/27 1.45 0 0

A- 1 POLGB 0 07/25/22 -0.01 0 0

Poland A- 4 POLGB 3 1/4 07/25/25 0.43 -1 2

A- 9 POLGB 2 3/4 10/25/29 1.08 7 7

BBB- 1 ROMGB 4 08/08/22 1.81 0 -6

Romania BBB- 3 ROMGB 4 1/2 06/17/24 2.02 2 1

BBB- 8 ROMGB 5 02/12/29 2.50 -2 1

BBB- 1 CROATE 2 1/4 02/07/22 -0.14 -1 -11

Croatia BBB- 4 CROATEO0 1/4 03/03/25 0.22 0 0

BBB- 8 CROATE 2 3/8 07/09/29 0.55 0 -3

AA- 0 SLOREP 3 04/08/21 -0.82 -3 0

Slovenia AA- 6 SLOREP 1 1/4 03/22/27 -0.38 0 -1

Change (%)

d/d
-0.4
0.4
-0.2
0.0
0.0
0.0
0.0

Rating

AA-
AA-

Period  Survey Erste Est.
Dec
Dec 2.50%
Last
wiw as d-d
-0.8 CzK 0.36 0
0.9 HUF 0.75 0
0.0 PLN 0.11 0
0.1 RON 1.39 0
-0.3 RSD 0.89 -1
0.1 EUR -0.54 0
0.3
Eurobond
Years to De inti Current
maturity scription (mid) d-d
0 CZECH 3 5/8 04/14/21 EUR -0.38 -1
1 CZECH 3 7/8 05/24/22 EUR -0.42 0
0 SLOVAK 4 03/26/21 EUR -0.71 0
1 SLOVAK 2 3/4 04/25/22  EUR -0.51 0
5 REPHUN 1 1/4 10/22/25 EUR -0.02 -1
7 REPHUN 1 3/4 10/10/27 EUR 0.19 0
2 POLAND 3 3/4 01/19/23 EUR -0.34 1
5 POLAND 1 1/2 09/09/25 EUR -0.31 0
8 POLAND 1 10/25/28 EUR -0.07 0
4 ROMANI 2 7/8 10/28/24 EUR 0.06 -1
7 ROMANI 2 7/8 05/26/28 EUR 1.01 0
15 ROMANI 3 7/8 10/29/35 EUR 2.02 -1
1 CROATI 3 7/8 05/30/22 EUR -0.16 -1
4 CROATI 3 03/11/25 EUR 0.11 0
8 CROATI 1 1/8 06/19/29 EUR 0.50 0

Prev.

-0.28

2.30%

Change (bps)

w-w

Change (bps)

w-w
-2
2
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated
subsidiaries "Erste Group") independently and objectively as other information pursuant to the Circular of the Austrian Financial
Market Authority regarding information including marketing communication pursuant to the Austrian Securities Supervision Act.
This publication serves interested investors as additional source of information and provides general information, information
about product features or macroeconomic information without emphasizing product selling marketing statements. This
publication does not constitute marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct
buying incentives were included in this publication, which is of information character. This publication does not constitute
investment research pursuant to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal
requirements designed to promote the independence of investment research and it is not subject to the prohibition on dealing
ahead of the dissemination of investment research. The information only serves as non-binding and additional information and
is based on the level of knowledge of the person in charge of drawing up the information on the respective date of its preparation.
The content of the publication can be changed at any time without notice. This publication does not constitute or form part of,
and should not be construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither
this publication nor anything contained herein shall form the basis of or be relied on in connection with or act as an inducement
to enter into any contract or inclusion of a security or financial product in a trading strategy. Information provided in this
publication are based on publicly available sources which Erste Group considers as reliable, however, without verifying any
such information by independent third persons. While all reasonable care has been taken to ensure that the facts stated herein
are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including
its representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-
to-dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites
of entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses, recommends
or approves any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective
managing directors, supervisory board members, executive board members, directors, officers of other employees shall be in
any way liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit) howsoever
arising from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this publication reflects
the current judgment of the author(s) on the date of publication of this document and do not necessarily reflect the opinions of
Erste Group. They are subject to change without prior notice. Erste Group has no obligation to update, modify or amend this
publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast
or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance of securities or financial
instruments is not indicative for future results. No assurance can be given that any financial instrument or issuer described
herein would yield favorable investment results or that particular price levels may be reached. Forecasts in this publication are
based on assumptions which are supported by objective data. However, the used forecasts are not indicative for future
performance of securities or financial instrument. Erste Group, its affiliates, principals or employees may have a long or short
position or may transact in the financial instrument(s) referred to herein or may trade in such financial instruments with other
customers on a principal basis. Erste Group may act as a market maker in the financial instruments or companies discussed
herein and may also perform or seek to perform investment services for those companies. Erste Group may act upon or use the
information or conclusion contained in this publication before it is distributed to other persons. This publication is subject to the
copyright of Erste Group and may not be copied, distributed or partially or in total provided or transmitted to unauthorized
recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing limitations. This document is
only made to or directed at investment professionals (as that term is defined in Article 19(5) of the Financial Services and
Markets Act 2000 (Financial promotion) Order 2005 (“FPQ”)) or to persons for whom it would otherwise be lawful to distribute it.
Accordingly, persons who do not have professional experience in matters relating to investments should not rely on this
document.

© Erste Group Bank AG 2021. All rights reserved.
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Erste Group Bank AG

Group Research

1100 Vienna, Austria, Am Belvedere 1
Head Office: Wien

Commercial Register No: FN 33209m
Commercial Court of Vienna
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