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Robust position of manufacturing confirmed in June

On the Radar

e Serbian inflation surprised to the upside, as it reached 3.3% y/y in July. Given slight, but constant
overshooting of inflation compared to our expectations in the last few months, we have raised our CPI
forecast. We now see average CPI at 3% in 2021-22, up from 2.5% and 2.7% previously, respectively.

e The Serbian central bank confirmed its policy stance and kept the key rate at 1% on Thursday. With core
inflation still relatively low and stable at around 2%, we do not see any changes to the key rate for now.

e Croatia's tourism arrivals rose 71.8% yl/y in June; but remained below the 2019 level.

e Slovak inflation rose to 3.3% y/y in July, slightly above our expectations.

e At 10am, July Polish inflation print will be published, likely confirming the flash figure of 5% yly.

e At10am, flash 2Q21 GDP figures for Poland will be out. Brisk growth of 10.7% y/y (2.3% q/q) is expected.

¢ In the afternoon, the Polish statistical office will publish the country’s trade balance for June.

¢ On Monday at 9am, Czech producer price index will be out for July, likely showing acceleration of producer

price growth to 6.8% yly.
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Economic developments

Industrial production confirmed its robust position in June,
growing briskly across the region. The year-over-year
prints were milder than the staggering ones seen for
April/May, as base effect waned and played a milder role.
Serbia, which already recorded positive year-on-year
development last year, marked the mildest increase of just
4.5% yly in June 2021, followed by single-digit 8.2% y/y
growth in Croatia which also experienced only a mild base
effect from last year. Elsewhere in CEE, industry grew at
a double-digit pace, with Hungary, Poland and Slovenia all
recording above 18% yly increases. Compared to the last
pre-pandemic quarter, industry returned to the same level
or exceeded it everywhere apart from Romania, which
inched below the 4Q19 level in May and did not manage
to get back up to it June. We expect industrial production
to remain robust also in the upcoming months, with still
brisk annual growth dynamics, although less so than
before. Semiconductor shortages and higher factory gate
costs are likely to persist for a while and weigh on the
production to some extent.
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Market performance
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Market developments

The Serbian central bank confirmed its policy stance and
kept the key rate at 1% on Thursday. With core inflation
still relatively low and stable at around 2%, we do not see
any changes to the key rate for now. Polish central bank
policy maker Kropiwnicki appeared to further highlight
November as the likely timing for a tightening move, as he
told the Biznes24 broadcaster he would support a 15bp
rate hike if warranted by the new projections then.
Hungarian central bank, in its financial market regulator
position, extended dividend payment restrictions until the
end of 2021. It will allow only limited dividend payments
under strict conditions and noted potential for further
extension. Due to local debt sales lagging behind targets,
Romania could return to foreign markets for the third time
this year. Even though it has already raised EUR 7bn via
two Eurobond sales, it has recently rejected all bids at
several domestic auctions and has covered less than 60%
of its gross funding needs thus far. PM Citu stated he does
not see this as a problem, citing the country’s buffer and
work being done on a longer-term funding plan. Yet, he
also added he cannot “rule out another debt sale on
international markets if conditions are favourable”.
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Upcoming releases in CEE

Date Time Country Indicator
13.Aug 10:00 PL CPI (yly)
10:00 PL CPI (m/m)
10:00 PL GDP (yly)
14:00 PL Trade Balance
16.Aug 9:00 Cz  PPI(yly)

CDS Spread FX Market

Change (bps)

Last d-d W-w Last
Czechia 30 0 0 EUR/ICZK 25,38
Hungary 162 0 0 EUR/HUF 352,89
Poland 76 0 0 EUR/PLN 4,58
Romania 133 0 0 EUR/RON 4,91
Croatia 295 0 0 EUR/HRK 7,50
Slovakia 50 0 0 EUR/RSD 117,57
Slovenia 345 0 0 EUR/USD 1,17

Selected government bonds

Benchmark Domestic

bonds Rating Years.to Description Curr.ent Change (bps)
maturity (mid) d-d wW-w

AA- 2 CZGB 0.45 10/25/23 1,60 0 25

Czechia AA- 5 CZGB 1 06/26/26 1,81 14 24
AA- 10 CZGB 1.2 03/13/31 1,76 3 10

A+ 2 SLOVGB 3 02/28/23 -0,97 0 0

Slovakia A+ 5 SLOVGB 05/8 05/22/26  -0,65 1 1

A+ 9 SLOVGB 15/8 01/21/31  -0,35 0 1

BBB 3 HGB 2 1/2 10/24/24 1,95 4 11

Hungary BBB 5 HGB 1 1/2 04/22/26 1,96 0 0

BBB 12 HGB 2 1/4 04/20/33 2,85 -1 9

A- 2 POLGB 0 04/25/23 0,36 0 1

Poland A- 5 POLGB 2 1/2 07/25/26 1,15 -1 6

A- 9 POLGB 1 1/4 10/25/30 1,64 -1 4

BBB- 1 ROMGB 4 08/08/22 2,37 0 14

Romania BBB- 4 ROMGB 3.65 07/28/25 3,00 0 14
BBB- 9 ROMGB 4.15 10/24/30 3,71 0 16

BBB- 2 CROATE 1 3/4 11/27/23 0,04 -1 -1

Croatia BBB- 5 CROATE 4 1/4 12/14/26 0,13 -1 0

BBB- 8 CROATE 2 3/8 07/09/29 0,53 -2 -2

AA- 1 SLOREP 2 1/4 03/25/22 -0,85 -4 -12

Slovenia AA- 5 SLOREP 5 1/8 03/30/26 -0,58 1 3

AA- 10 SLOREP 0 02/12/31 -0,13 0 3

BB+ 4 SERBGB 4 1/2 01/11/26 2,22 0 -1

Serbia BB+ 6  SERBGB57/802/08/28 2,33 0 -6

BB+ 11 SERBGB 4 1/2 08/20/32 3,35 0 -4
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3M Market

Period
Jul F
Jul F
2P 10,4%
Jun 848
Jul
w/w
-0,1 CzZK
-0,4 HUF
0,0 PLN
-0,1 RON
0,0 RSD
0,0 EUR
-0,2
Eurobond
Years to De ipti
maturity scription
1 CZECH 3 7/8 05/24/22 EUR
4 REPHUN 1 1/4 10/22/25 EUR
6 REPHUN 1 3/4 10/10/27 EUR
9 REPHUN 0 1/2 11/18/30 EUR
1 POLAND 3 3/4 01/19/23 EUR
4 POLAND 1 1/2 09/09/25 EUR
7 POLAND 1 10/25/28 EUR
3 ROMANI 2 7/8 10/28/24 EUR
7 ROMANI 2 7/8 05/26/28 EUR
14 ROMANI 3 7/8 10/29/35 EUR
4 CROATI 3 03/11/25 EUR
6 CROATI 3 03/20/27 EUR
10 CROATI 1 1/2 06/17/31 EUR
6 SERBIA 3 1/8 05/15/27 EUR
8 SERBIA 1 1/2 06/26/29 EUR

Last
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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.

Published by:

Erste Group Bank AG

Group Research

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

Commercial Register No: FN 33209m
Commercial Court of Vienna

Erste Group Homepage: www.erstegroup.com

Erste Group Research — CEE Macro and FI Daily Page 5


http://www.erstegroup.com/

	Table0
	ToBeSaved1
	ToBeSaved301
	ToBeSaved900
	ToBeSaved901
	ToBeSaved902
	ToBeSaved101
	ToBeSaved903
	ToBeSaved905
	ToBeSaved907
	ToBeSaved300
	Analystname
	Phone
	Email
	Analystname1
	Phone1
	Email1

