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Explanation:
e ... estimate (current year)
f ... forecast
p ... preliminary figures 
n.v. ... no value

Abbreviations
Currencies and Countries
ALL Albanian lek
BAM Bosnian marka
BGN Bulgarian lev
BYR Belarusian roubel
CZK Czech koruna
EKK Estonian kroon
HUF Hungarian forint
HRK Croatian kuna
LTL Lithuanian litas
LVL Latvian lats
PLN Polish zloty
RON Romanian leu
RSD Serbian dinar
RUB Russian rouble
TRY Turkish lira
UAH Ukrainian hryvnia

Economic abbreviations 
%-chg Percentage change
 (not in percentage points)
avg average
bp basis points
C/A Current Account
CPI Consumer Price Index
ECB European Central Bank
FCY Foreign Currency
FDI Foreign Direct Investments
FX Foreign Exchange
FY Full year
GB Government bond

GDP Gross Domestic Product
HCPI Harmonized Consumer Price Index
LCY Local Currency
mmav month moving average
mom month on month
MP Monetary policy
MPC Monetary policy council
O/N overnight rate 
pp percentage points
PMI Purchasing Manager Index
PPI Producer Price Index
QE Quantitativ easing
qoq quarter on quarter
qtd quarter to date
REPO Repurchase agreement
T/B Trade Balance
ULC Unit Labour Costs
UST US Treasury bond
YC yield curve
yoy year on year
ytd year-to-date

Sovereign Bond markets
CZGB Czech local currency government bonds 
HGB Hungarian local currency government bonds
POLGB Polish local currency government bonds
ROMGB Romanian local currency government bonds
TURKGB Turkish local currency government bonds

Stock Exchange Indices
ATX Austrian stock index
BET Romanian stock index
BIST National 100 Turkish stock index
BUX Hungarian stock index
CROBEX10 Croatian stock index
PX  Czech stock index
MICEX Russian stock index
WIG 20 Polish stock index

Fixed income indices
EMBIG JP Morgan Emerging Markets Bond Index Global
CEMBI  JP Morgan Corporate Emerging Markets Bond 
Index

Equity related
DY Dividend yield
EBIT Earnings before interest and taxes 
EBITDA earnings before interest, taxes, depreciation, and  
 amortization 
EBT earnings before taxes
EPS earnings per share
EG Earnings growth
LTG Long term (earnings) growth
NIBD Net interest bearing debt 
P/B Price book ratio
P/E ratio Price earnings ratio 
RoE Return on equity
ROCE Return on capital employed
RS Recommendation suspended
UR Under Revision

Euro area (EA)  Austria, Belgium, Cyprus, Estonia, Finland, 
France, Germany, Greece, Ireland, Italy, Latvia, 
Lithuania, Luxembourg, Malta, Netherlands, Portu-
gal, Slovenia, Slovakia, Spain

CE  Central European countries - Poland, Hungary, 
Czech Republic, Slovakia, Slovenia

SEE   South East European countries - Albania, Bosnia 
and Herzegovina, Bulgaria, Croatia, Kosovo, Ro-
mania, Serbia

EE   Eastern Europe (Russia, Ukraine, Belarus
CEE  Central and Eastern Europe (CE + SEE + EE)
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Executive summary

Even though the newsflow on the Russia-Ukraine conflict eased off considerably 
at the end of Q1, the military situation in eastern Ukraine still remains unstable 
even after the Minsk II Agreement. The news focus now is turning more and more 
to the economic problems facing the two countries. While inflation in Russia has 
advanced into double-digit territory and is likely to remain there for a while still, 
value added in the economy is contracting after a decent performance in the fi-
nal quarter of 2014. In Ukraine, the contraction in GDP depends on the territo-
rial situation. The latest IMF agreement is a stop-gap measure and nothing more, 
as the country is on the verge of insolvency.
By contrast, economic signals in CE are broadly positive. Led by Poland, the CE 
countries should manage GDP growth in the range of 2.3% to 3.5% yoy in 2015 
and 2016. In addition to domestic growth (private consumption and investment), 
the main factor behind this is the strong ties with the powerful German economy. 
The high competitiveness of the countries in the region also facilitates robust cur-
rent account balances, meaning that the countries are not dependent on foreign 
capital. Indeed, capital flows have actually been bolstering the currencies in 
these countries since the beginning of the year.
In the SEE region, Romania stands out with similar rates of GDP growth. By con-
trast, Austria’s economic performance is lagging behind the pace of recovery in 
the euro area. Austria is clearly trailing behind Germany, for example, due to 
the relatively high inflation with the resulting pressure on real wages, and sub-
dued investment activity due to the modest earnings prospects and cost pressures.
Inflation in Eastern Europe is still at extremely low levels, sometimes even in neg-
ative territory. We expect these tensions to ease slowly during the second half of 
the year. 
Impact on monetary policy and exchange rates
As in the past quarters, the lack of inflation and the ECB’s expansive monetary 
policy has opened up leeway for some central banks in Eastern Europe to cut in-
terest rates. For example, Poland has reached a new low in rates at 1.5%, we ex-
pect the key rate to slip to 2% in Romania and closer to 1.5% in Hungary. With 
that, the rate-cutting cycle should come to an end, and consequently the curren-
cies in these countries may briefly concede some of their gains versus EUR from 
Q1. The Russian central bank will also take advantage of the recent rebound for 
the rouble to lower its key rate from the high double-digit range. Nevertheless, 
we remain sceptical about RUB versus USD over the medium term.
Impact on the bond and equity markets
Despite the mild correction in Q1, yields on government bonds profited signifi-
cantly from the developments in the EA. With the current ECB policy and in light 
of the high yield differentials versus the EA, we see attractive bond yields in coun-
tries such as Hungary and Romania. In Russia, however, the high yield level of 
over 12% represents a risk buffer for the anticipated weakness of the currency.
Analogously to Western Europe, the CEE stock markets should post further gains 
in Q2. This also holds true for the Austrian ATX, with the strong performance 
from early in the year on this market giving way to more moderate gains in Q2.

 Financial analyst: Peter Brezinschek, RBI Vienna

Loose monetary policy by the ECB spills over to CE

Recommendations1 – debt markets

Corporate bonds curr.

Buy Sberbank 5.4% due in 2017
Gazprom 5.999% due 2021

554
540

1 horizon: end 2nd quarter 2015
Source: RBI/Raiffeisen RESEARCH

Recommendations1 - stock markets

Indices

Buy BET, BIST National 100, BUX, 
MICEX, PX, WIG 30

Hold CROBEX 10
Sell -
Equities

UNIQA
Current share price: EUR 8.70
Target price: EUR 10.50
Mayr-Melnhof
Current share price: EUR 95.99
Target price: EUR 108.0
Cyfrowy Polsat
Current share price: PLN 24.88
Target price: PLN 30.00
Alior Bank
Current share price: PLN 82.46
Target price: PLN 99.0
CEZ
Current share price: CZK 640.1
Target price: CZK 740.0

  Economic recovery in Germany supports upturn in CE
  ECB monetary policy and steadily low infl ation pave the way for historically low interest rates
  Russia and Ukraine still in recession

CEE: Market strategy*

Eurobonds LCY Bonds FX

EUR USD 2y 10y --

BG H (H) -- -- -- --

HR H (S) H (S) -- -- H (H)

CZ H (H) H (H) H (H) H (B) H (H)

HU H (B) H (H) B (H) H (H) S (S)

PL B (B) H (B) H (B) H (B) S (H)

RO B (H) B (H) B (B) B (H) H (H)

RU B (S) B (S) H (S) S (S) S (S)

RS -- H (H) -- -- S (S)

SK -- -- -- -- --

SI -- -- -- -- --

TR H (H) H (H) B (B) H (B) S (H)

UA S (S) S (S) -- -- H (S)

BY -- H (H) -- -- S (S)
* based on absolute expected performance:
LCY bond: absolute performance in LCY
Eurobonds: based on expected spread change
RU, TR, UA, BY FX recomm. against USD, others against
EUR
Previous recomm. (as of September 2014) in brackets
Recomm. horizon: end 2nd quarter 2015
B: buy; H: hold; S: sell
Source: RBI/Raiffeisen RESEARCH
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Consumer prices (avg, % yoy)

Countries 2013 2014 2015e 2016f
Poland 0.9 0.0 -0.4 1.3
Hungary 1.7 -0.2 0.1 2.7
Czech Rep. 1.4 0.4 0.2 1.7
Slovakia 1.4 -0.1 0.0 1.5
Slovenia 1.8 0.2 0.1 1.2
CE 1.2 0.1 -0.1 1.6
Croatia 2.2 -0.2 0.2 1.4
Bulgaria 0.9 -1.4 -0.1 2.2
Romania 4.0 1.1 1.0 2.4
Serbia 7.8 2.9 2.0 4.0
Bosnia a. H. -0.1 -0.9 1.5 2.5
Albania 1.9 1.6 1.8 2.8
Kosovo 1.8 0.4 0.5 2.0
SEE 3.4 0.7 0.9 2.4
Russia 6.8 7.8 16.5 11.0
Ukraine -0.2 12.1 35.0 25.0
Belarus 18.3 18.1 20.0 18.0
EE 6.6 8.5 18.0 12.3
Turkey 7.5 8.9 6.5 6.0
Austria 2.1 1.5 0.9 2.1
Germany 1.6 0.9 0.0 2.6
Euro area 1.4 0.4 0.1 1.4
USA 1.5 1.7 0.0 3.0

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Current account balance (% of GDP)

Countries 2013 2014 2015e 2016f
Poland -1.3 -1.3 -1.5 -2.0
Hungary 4.1 3.9 3.8 3.7
Czech Rep. -0.5 0.6 0.6 0.6
Slovakia 2.1 0.2 0.0 0.0
Slovenia 6.4 6.1 4.8 4.6
CE 0.3 0.3 0.1 -0.2
Croatia 0.8 0.7 0.4 0.7
Bulgaria 1.8 0.0 -0.5 -0.8
Romania -0.8 -0.5 -1.5 -2.0
Serbia -6.1 -6.0 -5.9 -5.6
Bosnia a. H. -6.0 -9.6 -8.5 -7.4
Albania -10.4 -10.2 -10.5 -10.0
Kosovo -7.0 -7.6 -7.5 -6.5
SEE -1.5 -1.7 -2.3 -2.5
Russia 1.6 3.5 5.0 3.5
Ukraine -9.0 -4.0 -1.0 -0.8
Belarus -10.2 -6.6 -2.5 -3.3
EE 0.4 2.7 4.3 2.9
Turkey -7.9 -5.7 -4.7 -5.7
Austria 1.0 0.6 0.8 0.7
Germany 6.7 6.9 7.0 6.5
Euro area 2.2 2.3 2.4 2.2
USA -2.4 -2.4 -2.9 -3.4

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecasts

General budget balance (% of GDP)

Countries 2013 2014 2015e 2016f
Poland -4.0 -3.6 -2.7 -2.0
Hungary -2.3 -2.6 -2.8 -2.8
Czech Rep. -1.3 -1.5 -2.5 -1.8
Slovakia -2.6 -2.9 -2.5 -1.2
Slovenia -14.7 -5.0 -4.0 -3.0
CE -3.6 -3.0 -2.7 -2.0
Croatia -5.2 -5.1 -5.4 -4.5
Bulgaria -1.9 -3.8 -2.8 -2.5
Romania -2.2 -1.8 -2.3 -2.3
Serbia -5.5 -6.6 -6.0 -4.8
Bosnia a. H. -2.2 -3.8 -2.5 -2.0
Albania -6.0 -6.6 -4.5 -3.5
Kosovo -2.7 -2.0 -2.0 -2.0
SEE -3.1 -3.4 -3.3 -3.0
Russia -1.0 -1.0 -3.2 -2.0
Ukraine -6.7 -11.0 -7.0 -5.5
Belarus 0.2 1.0 -1.0 0.0
EE -1.4 -1.7 -3.4 -2.2
Turkey -1.6 -1.5 -1.5 -1.5
Austria -1.3 -2.4 -2.2 -2.1
Germany 0.1 0.2 0.0 0.2
Euro area -2.9 -2.6 -2.2 -1.9
USA -4.1 -2.8 -2.7 -2.4

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Public debt (% of GDP)

Countries 2013 2014 2015e 2016f
Poland 55.7 49.2 50.4 50.3
Hungary 77.2 76.9 75.0 73.8
Czech Rep. 45.7 43.8 43.2 43.1
Slovakia 54.6 54.1 54.4 52.3
Slovenia 73.0 80.0 82.0 81.0
CE 57.2 53.7 54.0 53.6
Croatia 75.9 80.1 85.9 89.0
Bulgaria 19.0 27.1 29.0 30.0
Romania 37.9 39.6 40.0 40.1
Serbia 58.8 68.8 75.3 78.5
Bosnia a. H. 41.5 45.0 44.6 42.5
Albania 68.0 72.0 70.0 69.0
Kosovo 20.0 22.0 22.0 22.0
SEE 44.3 48.4 50.4 51.3
Russia 11.3 11.5 12.5 13.5
Ukraine 40.3 70.0 105.0 104.0
Belarus 32.5 34.1 40.6 39.4
EE 14.2 16.7 20.5 21.3
Turkey 36.2 35.0 35.0 34.0
Austria 80.9 84.5 86.5 85.1
Germany 76.9 74.5 72.4 69.6
Euro area 90.9 91.9 92.0 90.9
USA 100.5 103.1 102.6 101.6

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Gross foreign debt (% of GDP)

Countries 2013 2014 2015e 2016f
Poland 70.1 71.1 70.3 69.1
Hungary 118.5 108.6 93.7 85.6
Czech Rep. 63.3 66.5 65.9 65.0
Slovakia 81.1 93.6 103.1 92.5
Slovenia 110.7 109.6 109.8 109.4
CE 78.0 79.1 77.6 74.5
Croatia 105.3 108.4 110.1 108.1
Bulgaria 90.0 94.2 98.4 96.9
Romania 68.0 62.6 59.8 58.2
Serbia 75.3 78.3 78.3 75.6
Bosnia a. H. 62.5 66.4 63.6 58.3
Albania 28.2 28.5 29.3 30.9
Kosovo 14.4 13.7 12.9 12.1
SEE 75.0 73.6 72.3 70.1
Russia 34.0 35.8 49.0 34.4
Ukraine 79.3 107.4 153.9 258.5
Belarus 52.7 57.8 74.4 60.1
EE 38.1 41.2 58.0 44.8
Turkey 45.6 55.7 55.0 49.8
Austria n.v. n.v. n.v. n.v.
Germany n.v. n.v. n.v. n.v.
Euro area 114.3 n.v. n.v. n.v.
USA n.v. n.v. n.v. n.v.

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Exchange rate EUR/LCY (avg)

Countries 2013 2014 2015e 2016f
Poland 4.20 4.19 4.18 4.08
Hungary 297 309 310 320
Czech Rep. 26.0 27.5 27.6 27.3
Slovakia euro euro euro euro
Slovenia euro euro euro euro

Croatia 7.58 7.63 7.66 7.69
Bulgaria 1.96 1.96 1.96 1.96
Romania 4.42 4.44 4.44 4.40
Serbia 113 117 122 126
Bosnia a. H. 1.96 1.96 1.96 1.96
Albania 140 140 140 140
Kosovo euro euro euro euro

Russia 42.3 51.0 67.2 73.2
Ukraine 10.8 15.9 25.3 34.9
Belarus 11834 13597 16263 19364

Turkey 2.53 2.90 2.70 2.80
Austria euro euro euro euro
Germany euro euro euro euro
Euro area euro euro euro euro
USA 1.33 1.33 1.04 1.03

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Ratings1

Countries S&P Moody's Fitch
Poland A- A2 A-
Hungary BB+ Ba1 BB+
Czech Rep. AA- A1 A+
Slovakia A A2 A+
Slovenia A- Baa3 BBB+

Croatia BB Ba1 BB
Bulgaria BB+ Baa2 BBB-
Romania BBB- Baa3 BBB-
Serbia BB- B1 B+
Bosnia a. H. B B3 NR
Albania B B1 NR
Kosovo NR NR NR

Russia BB+ Ba1 BBB-
Ukraine CCC- Ca CC
Belarus B- B3 NR

Turkey BB+ Baa3 BBB-
Austria AA+ Aaa AA+
Germany AAA Aaa AAA

USA AA+ Aaa AAA
1 for FCY, long-term debt
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Real GDP (% yoy)

Countries 2013 2014 Consensus 2015e Consensus 2016f Consensus
Poland 1.7 3.3 3.3 3.5 3.4 3.4 3.6
Hungary 1.5 3.6 3.6 2.5 2.5 2.5 2.2
Czech Rep. -0.7 2.0 2.0 2.4 2.5 3.0 2.7
Slovakia 1.4 2.4 2.4 2.5 2.7 3.0 3.1
Slovenia -1.0 2.6 2.6 2.0 1.8 2.0 2.0
CE 1.0 3.0 3.0 3.0 3.0 3.1 3.1
Croatia -0.9 -0.4 -0.4 0.0 0.2 1.0 1.2
Bulgaria 1.1 1.7 1.7 1.2 1.7 2.1 2.2
Romania 3.4 2.9 2.9 3.0 2.9 3.0 3.2
Serbia 2.6 -1.8 -1.8 0.0 0.1 2.5 1.7
Bosnia a. H. 2.5 0.5 0.9 2.5 2.2 3.0 3.0
Albania 0.4 2.0 1.7 3.0 2.5 4.0 3.0
Kosovo 3.4 0.5 n.a. 2.0 n.a. 3.0 n.a.
SEE 2.2 1.5 1.5 1.9 1.9 2.6 2.6
Russia 1.3 0.6 0.6 -4.0 -4.2 0.5 0.4
Ukraine 0.2 -6.8 -6.7 -5.5 -5.6 0.5 1.5
Belarus 1.0 1.6 1.6 -2.0 -0.4 1.0 2.1
EE 1.2 0.1 0.1 -4.1 -4.2 0.5 0.5
Turkey 4.1 3.0 2.9 3.5 3.4 3.5 3.8
Austria 0.2 0.3 0.6 0.7 1.1 1.8 1.7
Germany 0.2 1.6 1.6 1.6 1.8 2.2 1.9
Euro area -0.4 0.9 0.9 1.2 1.4 1.9 1.7
USA 2.2 2.4 2.4 3.2 3.1 3.2 2.9
Source: Thomson Reuters, Bloomberg, Consensus Economics, Bloomberg, RBI/Raiffeisen RESEARCH
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Exchange rate forecast

Countries 24-Mar1 Jun-15 Sep-15 Mar-16
vs EUR
Poland 4.10 4.20 4.15 4.15
Hungary 299.66 310.0 310.0 315.0
Czech 
Rep. 27.40 27.8 27.6 27.4

Croatia 7.65 7.63 7.68 7.70
Romania 4.41 4.45 4.45 4.40
Serbia 120.65 122.0 124.0 125.0
Albania 140.41 139.5 140.5 141.0

vs USD
Russia 57.8 65.5 66.5 72.0
Ukraine 23.23 23.00 28.00 32.00
Belarus 14600 16400 17000 18200
Turkey 2.56 2.70 2.60 2.70

EUR/USD 1.09 1.03 1.00 0.95
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

2y LCY yield forecast

Countries 24-Mar1 Jun-15 Sep-15 Mar-16
Poland 1.58 1.7 1.7 1.9
Hungary* 1.99 1.7 1.9 2.1
Czech R. -0.02 0.0 0.0 0.1
Croatia 2.25 2.3 2.5 2.9
Romania 1.60 1.6 1.7 2.0
Russia 12.48 13.7 12.8 11.3
Turkey 8.25 8.4 8.5 8.6

Austria -0.17 -0.2 -0.2 -0.2
Germany -0.23 -0.2 -0.2 -0.2
USA 0.58 0.9 1.2 1.9

1 5:00 p.m. (CET); * 3y LCY yields
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Key interest rate forecast

Countries 24-Mar1 Jun-15 Sep-15 Mar-16
Poland 1.50 1.50 1.50 1.50
Hungary 1.95 1.50 1.50 1.50
Czech R. 0.05 0.05 0.05 0.05
Romania 2.25 2.00 2.00 2.00
Russia 14.00 12.00 11.00 10.00
Turkey 7.50 7.00 7.00 7.25

Euro area 0.05 0.05 0.05 0.05
USA 0.25 0.50 0.75 1.50
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Forecasts

3m money market rate forecast

Countries 24-Mar1 Jun-15 Sep-15 Mar-16
Poland 1.45 1.65 1.70 1.75
Hungary 1.97 1.60 1.60 1.70
Czech R. 0.04 0.03 0.03 0.10
Croatia 1.10 1.20 1.25 1.25
Romania 0.84 1.10 1.30 1.50
Russia 15.75 13.60 12.60 11.50
Turkey 9.80 9.50 9.40 8.70

Euro area 0.02 0.05 0.05 0.05
USA 0.27 0.70 0.95 1.70
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

5y LCY yield forecast

Countries 24-Mar1 Jun-15 Sep-15 Mar-16
Poland 1.89 2.2 2.2 2.4
Hungary 2.44 2.4 2.7 2.9
Czech R. 0.04 0.1 0.2 0.3
Croatia 2.96 3.4 3.5 3.8
Romania 2.25 2.2 2.3 2.7
Russia 12.27 14.0 12.8 12.3
Turkey 8.08 7.8 8.1 8.3

Austria 0.01 0.1 0.1 0.1
Germany -0.06 0.0 0.0 0.0
USA 1.36 1.7 1.9 2.3

1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

10y LCY yield forecast

Countries 24-Mar1 Jun-15 Sep-15 Mar-16
Poland 2.25 2.5 2.5 2.7
Hungary 3.14 2.9 3.2 3.4
Czech R. 0.41 0.4 0.5 0.6
Romania 3.10 2.9 3.0 3.3
Russia 12.56 12.8 12.2 12.1
Turkey 8.07 8.0 8.4 8.9

Austria 0.37 0.5 0.5 0.5
Germany 0.23 0.4 0.4 0.4
USA 1.87 2.4 2.5 2.8

1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield structure

bp-spread between 10y and 3m maturity
Source: Bloomberg, RBI/Raiffeisen RESEARCH

0

50

100

150

200

250

Po
la

nd

H
un

ga
ry

C
ze

ch
 R

ep
.

Ro
m

an
ia

G
er

m
an

y

U
SA

LCY changes vs EUR (% qoq)1

1 forecasts for 30/06/2015 in comparison to 
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Expected yield change

bp-change of 10y gov. bond yield in next 3 months
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Stock market indicators

Earnings 
growth

Price/ear-
nings ratio

15e 16f 15e 16f

ATX 78.9% 24.3% 15.2 12.3
WIG 30 47.1% 7.5% 14.7 13.7
BUX n.a. 24.4% 13.1 10.5
PX* 36.5% 1.2% 14.5 14.3
MICEX -13.1% 14.6% 5.9 5.2
BET** -15.7% 12.6% 11.0 9.8
CROBEX10 1.6% 11.7% 12.4 12.2
BIST Nat. 
100

14.2% 13.0% 10.4 9.2

* Czech Rep. (PX): excl. New World Resources and 
Erste Group 
** Romania (BET) excl. Fondul Proprietatea
Source: Thomson Reuters, IBES, Bloomberg, 
RBI/Raiffeisen RESEARCH

Stock market forecasts

Index estimates

24-Mar1 Jun-15 Sep-15 Mar-16

ATX 2,538 2,650 2,600 2,700
WIG 30 2,617 2,730 2,710 2,820
BUX 19,533 20,500 20,000 21,300
PX 1,049 1,095 1,080 1,150
MICEX 1,619 1,690 1,710 1,750
BET 6,998 7,330 7,250 7,600
CROBEX10 1,005 1,030 1,020 1,080
BIST Nat. 
100

82,033 86,000 85,000 89,000

1 11:59 p.m. (CET)
in local currency
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Asset allocation - performance 

Sum of last quarter1

RBI portfolio (in EUR) 11.16%
Benchmark (in EUR) 11.57%
RBI outperformance (in EUR) -0.41 pp
by weighting of equities vs bonds 0.00 pp

regional equity weightings -0.28 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds -0.13 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.00 pp

1 31 Dec 2014 – 24 Mar 2015
EB...Eurobonds
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Robust performance by CEE markets in Q1

Period 1: 31 Dec 2014 - 27 Jan 2015

RBI portfolio (in EUR) 6.10%
Benchmark (in EUR) 5.97%
RBI outperformance (in EUR) 0.13 pp
by weighting of equities vs bonds 0.00 pp

regional equity weightings 0.06 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds 0.07 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.00 pp

EB...Eurobonds 
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Period 2: 28 Jan 2015 - 27 Feb 2015

RBI portfolio (in EUR) 3.05%
Benchmark (in EUR) 3.46%
RBI outperformance (in EUR) -0.41 pp
by weighting of equities vs bonds 0.00 pp

regional equity weightings -0.22 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds -0.19 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.00 pp

EB...Eurobonds 
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Period 3: 28 Feb 2015 - 24 Mar 2015

RBI portfolio (in EUR) 1.67%
Benchmark (in EUR) 1.76%
RBI outperformance (in EUR) -0.09 pp
by weighting of equities vs bonds 0.00 pp

regional equity weightings -0.09 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds 0.00 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.00 pp

EB...Eurobonds 
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Performance 2015

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  New oil price and EUR scenarios determine the investment decisions
  Positive trends on the markets
  Portfolio unable to keep up, marking underperformance of 41bp
  Strong volatility in TRY and RUB determined performance

During the first quarter, our decisions were mainly taken against the backdrop 
of the low oil price and weak EUR. Since both the equity markets and the bond 
markets were still very interesting, and at the same time intense volatility was 
expected in Russian equities, no positioning was taken in this regard. The CEE 
portfolio managed strongly positive performance, but still fell 41bp short of the 
benchmark.
In the equity segment, the CE countries (Czech Republic, Hungary and Poland) 
were viewed as relatively weak and were evenly underweighted; this financed 
overweightings in Russia and in Turkey. As a result, outperformance of 6bp was 
achieved in period 1. Since there appeared to be little upside price potential 
left for the Russian stock market due to the good performance, the position in 
Russia was neutralised from period 2 and a positioning in the stable Romanian 
stock market was opened up. The sub-average performance of the Turkish equity 
market and strong performance by CE equities resulted in cumulative underper-
formance of 31bp in the last two periods.
In the local currency bond segment, Russia was underweighted to hedge against 
the exchange rate risk of the overweighting of Russian equities. Turkey was over-
weighted, which delivered outperformance of 7bp in the first period. This po-
sition was maintained in the second period, but the  depreciation of the euro 
against the rouble actually reinforced the rally in Russian bonds, resulting in un-
derperformance of 19bp. In the final period, the weighting in the bond segment 
was left neutral.

Financial analyst: Veronika Lammer, RBI Vienna

CEE portfolio

2013 2014 ytd

Benchmark -2.54% -8.11% 11.57%

Portfolio -2.41% -8.23% 11.16%

Relative Performance 0.12 pp -0.12 pp -0.41 pp
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Asset allocation - total portfolio

For the coming quarter, we recommend a mild overweighting of equities versus 
bonds, although the anticipated performance for both of these asset classes will 
lag behind the euro area after adjustment for currency effects, despite the signifi-
cantly higher risks. One of the reasons for this is the extremely good performance 
in Q1, which already saw some hefty gains in prices and currencies, following 
initial price declines due to the slump in oil prices and uncertainty about the mil-
itary conflict in Ukraine. That said, there continues to be a risk that the Ukraine 
crisis will escalate again in the quarter ahead.
In recent quarters, we kept an even weighting of equities and bonds in the portfo-
lio, since the region’s bond markets were able to profit from the expansive mone-
tary policy in the developed markets and low inflation in many countries allowed 
for additional rate cuts. The low in interest rates has now probably been reached 
in many of the economies, and the currencies of countries which are struggling 
with high external debt levels are confronted with high volatility and limited lee-
way in interest rates.
Similar to the situation in the Western markets, the low interest rate environment 
that has been reached is an argument for reallocation into the equity markets. 
Most CEE equity markets have been moving sideways in smaller or larger ranges 
for years, and due to the modest prospects for earnings these markets are not 
cheap, but at the same time they also appear to have little room on the down-
side. Arguments in favour of the equity markets include the better economic per-
formance of the euro area, which should have a positive impact on the Eastern 
markets, and the ample liquidity on the financial markets, which is looking for 
equity markets with convergence potential. The lower energy prices and result-
ing easing of burdens on consumers and companies also has a stimulating effect 
(outside of Russia). Within the equities and bond segment, however, we concen-
trate on relatively conservative bets within the CE region, along with Romania.

Financial analyst: Veronika Lammer, RBI Vienna

Stock markets may embark on an upward trend

Historical volatility & performance (%)

Equities1 Bonds
Volatility2 Performance ytd Performance 5Y3 Volatility2 Performance ytd Performance 5Y3

Countries EUR LCY EUR LCY EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic 16.1 15.0 10.9 9.7 -5.0 -3.5 5.5 1.9 2.5 1.4 5.0 6.7

Hungary 26.3 22.4 27.3 21.1 -11.3 -9.0 10.6 4.6 8.2 2.9 6.7 9.5

Poland 19.3 14.5 9.6 4.5 -0.2 0.8 9.0 3.4 6.4 1.5 6.3 7.4

Romania 13.1 12.2 3.2 1.5 3.0 4.7 4.0 0.2 1.9 0.2 1.9 3.6

Russia 45.5 28.7 31.8 15.4 -6.3 0.3 45.6 17.8 27.0 10.3 -5.4 3.8

Turkey 28.7 21.9 -4.3 -5.3 1.4 7.8 17.3 8.1 1.9 0.8 2.9 9.4

Croatia 9.0 8.8 4.0 3.9 -7.1 -6.2 4.0 4.0 3.2 3.2 6.9 6.9

CEE 22.0 - 11.6 - 6.6 - 6.6 -
1 MSCI indices
2 Three months volatility annualised
3 Five-year annual return
LCY…local currency
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

CEE portfolio weightings Q2 2015

LCY…local currency, EB ... Eurobonds
[-] , [+] = Over-/underweight versus benchmark
[0] = no change
Source: RBI/Raiffeisen RESEARCH

Risk-return (%)

In local currency
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  Various monetary policy impacts affecting the bond markets
  CEE equity markets should be pulled up by the euro area
  Currencies expected to be mainly weaker
  High global liquidity in search for laggards

Stocks: 53.0%    
[+3.0 pp]

LCY-Bonds: 
37.6%              

[-2.4 pp]

EB USD:  4.7%          
[-0.3 pp]

EB EUR:  4.7%       
[-0.3 pp]

MICEX

WIG 30
PX

BUX

CROBEX
10

Dow 
Jones

Euro 
STOXX 

50

CEE

BET 

0

2

4

6

8

0 10 20 30 40 50 60Ex
pe

ct
ed

 3
 m

on
th

 p
er

fo
rm

an
ce

 in
 %

  

Historical 1y volatility in %



8 Please note the risk notifi cations and explanations at the end of this document

Asset allocation – bonds

Bond markets and currencies between the Fed and ECB

Expected bond market performance (%)

3m 6m 9m 12m

Countries EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic -0.2 1.1 0.1 0.7 0.6 1.2 0.9 0.8

Hungary -0.1 3.8 -1.2 2.6 -1.8 3.7 -2.2 3.3

Poland -3.9 -1.2 -2.2 -0.8 -1.8 -0.3 -1.9 -0.5

Romania 2.4 3.3 2.7 3.6 3.3 3.1 3.6 3.3

Russia -8.3 0.1 -1.5 5.8 -4.6 8.8 0.1 11.1

Turkey 3.2 2.5 9.4 2.1 9.1 -0.8 11.7 3.2
 Not annualised; 10y treasury bond, LCY…local currency
Source: RBI/Raiffeisen RESEARCH

-10%

-5%

0%

5%

10%

15%

20%

25%

C
ze

ch
 R

ep
ub

lic

H
un

ga
ry

Po
la

nd

Ro
m

an
ia

Ru
ss

ia

Tu
rk

ey

C
ro

at
ia

EUR Local currency

Historical relative performance*

* since 3 months, local currency bonds versus portfolio bond benchmark
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  High lira and rouble carry may be threatened by exchange rate losses
  Speculation about US monetary policy keeps volatility generally high
  Conservative carry bet between Czech and Romanian government bonds
  Concentration on short- and medium-term bonds

Portfolio weightings: bonds

Portfolio Benchmark Difference

EB USD 10.0% 10.0% 0.0%

EB EUR 10.0% 10.0% 0.0%

LCY 80.0% 80.0% 0.0%

Czech Republic 19.0% 20.0% -1.0%

Hungary 20.0% 20.0% 0.0%

Poland 45.0% 45.0% 0.0%

Romania 6.0% 5.0% 1.0%

Russia 5.0% 5.0% 0.0%

Turkey 5.0% 5.0% 0.0%

Croatia 0.0% 0.0% 0.0%
Source: RBI/Raiffeisen RESEARCH

Within the bond portfolio, we only enter into very con-
servative carry bets. We overweight Romanian govern-
ment bonds by one percentage point, financing this with 
an underweighting of Czech government bonds. For Ro-
mania, we anticipate another rate cut and a stable ex-
change rate versus the euro, and the Czech crown should 
remain within a narrow fluctuation range versus the euro, 
with steadily low interest rates and yields.

With this move, we neutralise the previous bet on Turkish 
government bonds. All in all, this overweight did not pay 
off last quarter and the high vulnerability of the Turkish lira 
to changes in opinion about the approaching start to the 
US rate hike cycle seriously undermines the risk-profit pro-
file. Deviations from the benchmark in the fo rm of RUB in-
vestments also look too vulnerable to volatility in the cur-
rent circumstances. On the one hand, the rebound in the 
oil price which we expect to see in H2 of this year may 
start sooner and lead to RUB strengthening, whereas on 
the other hand, the economic slump and political uncer-
tainty point to further RUB weakening. We remain neutral 
on Poland and Hungary, as the projected differences in 
performance are too small to make any bets. 

As for the maturity profile, we recommend a strong con-
centration on the short and medium segment of the curve, 
as this should not be so strongly impacted by specula-
tion about US monetary policy, but still exhibits significant 
yield premiums compared to EUR bonds. By contrast, for 
long-dated government bonds we see too little leeway for 
further declines in yields, and expect stabilisation in Q2, 
followed by a mild upward movement in yields in H2.

Financial analyst: Veronika Lammer, RBI Vienna
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Asset allocation – equities

Concentration on defensive markets in the equities portfolio

  Russia’s stock market may move strongly in either direction
  Elevated risk for Turkey as elections approach
  Czech Republic and Romania as defensive favourites
  Risk of weaker currencies lowers performance expectation

Expected stock market performance (%)

3m 6m 9m 12m

Countries EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic 3.0 4.4 2.4 3.0 6.1 6.8 9.7 9.6

Hungary 1.7 5.0 -0.8 2.4 2.5 7.5 3.9 9.0

Poland 1.8 4.3 2.4 3.7 5.7 7.0 6.5 7.8

Romania 3.7 4.7 2.6 3.6 7.3 7.2 8.7 8.6

Russia -2.5 4.4 0.1 5.6 -4.1 6.2 -0.4 8.1

Croatia 2.6 2.5 1.0 1.5 5.4 6.5 6.7 7.5
Not annualised, LCY…local currency
Source: RBI/Raiffeisen RESEARCH
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Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

The markets in the CE region were able to post strong 
gains from mid-March, fostering hopes that they may 
break out of their long-standing sideways trends and 
move higher. Reasons for this include a shift in purchas-
ing power in favour of oil-consuming countries and ex-
pansive monetary policy at the global level. The easing 
of tensions in the Ukraine crisis in March probably also 
contributed to increased capital flows into CE financial 
markets.
Against this backdrop, the performance projections for 
the second quarter in LCY terms are almost identical for 
the CE region, ranging from +4.2% to +5%, with differ-
ences stemming from the anticipated currency develop-
ments which we have ta ken into account in our decisions. 
In our assessment, the Czech stock market is the frontrun-
ner in the CE region. Thanks to the combination of fa-
vourable valuations and vigorous earnings growth, the 
view on Romania is even more positive. The Romanian leu 
should also remain stable versus the euro. Within the equi-
ties portfolio, we thus overweight the Czech Republic and 
Romania by one percentage point each and finance this 
with a 2-percentage point underweighting of Hungary. 
The weakening of the forint which we project almost neu-
tralises the anticipated stock performance.
We are neutral on both Turkey and Russia. Turkey is 
strongly influenced by fluctuations in the oil price and 
speculation about the start and path of the rate-hike cycle 
in the USA. The Russian stock market and the rouble may 
come under pressure again due to re-escalation of the 
Ukraine crisis. In a positive scenario, however, both mar-
kets have further upside potential and so we see a bench-
mark weighting as a good decision.

Financial analyst: Veronika Lammer, RBI Vienna

Portfolio weightings: stocks

Portfolio Benchmark Difference

Czech Republic 9.0% 8.0% 1.0%

Hungary 5.0% 7.0% -2.0%

Poland 25.0% 25.0% 0.0%

Russia 35.0% 35.0% 0.0%

Turkey 25.0% 25.0% 0.0%

Croatia 0.0% 0.0% 0.0%

Romania 1.0% 0.0% 1.0%
Source: RBI/Raiffeisen RESEARCH
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LCY bonds

Following January’s impressive yield compression in most CE/SEE markets, lo-
cal currency (LCY) yields have likely seen their lows now. From a macro-driven in-
vestment perspective, robust growth in Hungary (HU), Romania (RO) and Poland 
(PL) – in tandem with ultra-low inflation – increased the attractiveness of local debt 
markets. The latter allowed for further loosening of monetary conditions, pushing 
base rates to historical lows in PL, HU and RO. Moreover, bullish expectations re-
garding the favourable spillovers from the ECB’s QE programme to CEE addition-
ally shored up markets. In line with euro area (EA) peripherals, most CE/SEE bond 
markets therefore saw impressive yield compression until Fed-related fears re-
emerged. In early March, better-than-expected labour market data prompted in-
vestors to more aggressively price an earlier start of Fed tightening, i.e. as of June. 
As a consequence, US treasury (UST) prices went for a dive, leading to a mini sell-
off on most CE/SEE markets. The correlation with EA (peripheral) bond markets, 
where the actual start of sovereign QE by the ECB in early March led to contin-
ued spread narrowing, definitely broke down (exception Czech Rep.) in March. 
Temporarily, the Fed outlook became the dominating driver for CEE LCY bonds. In 
the meantime, however, the losses accumulated the first half of March were (par-
tially) reversed on CE/SEE LCY debt markets following the more dovish Fed word-
ing on 18 March. That said, the long projected Fed-induced risk of fi nancial mar-
ket and capital fl ow volatility has been delayed due to the most recent dovish Fed 
wording and definitely improves the short-term prospects for CEE LCY debt mar-
kets. In fact, CEE LCY markets may see something of a “sweet spot” in Q2 (addi-
tional local easing, no tangible pressure from the Fed, hence stronger effects from 
ECB QE). Nevertheless, Q2 might not be just a buy-and-hold quarter in terms of 
regional fixed income markets. The uplift of CEE LCY yields during the UST up-
ward movement that started in early March (prior to the Fed meeting) indicates 
that there may be periods of mini sell-offs in the case of stronger-than-expected 
US data or as the next decisive Fed meetings approach, while CEE markets may 
then not recover all the losses of such a mini sell-off afterwards.
Since our Q1 2015 CEE Strategy publication (cut-off date 9 Dec 2014), the long 
end of CE/SEE LCY curves (Russia is a special case) outperformed the front end, 
leading to a bull flattening amidst slightly stronger FX rates. Poland and Hungary 
were the regional outperformers in the 2y (HU: 3y) segment. In the 10y segment 
Romania outperformed regional peers, followed by Czech Republic, Hungary and 
Poland. Political uncertainties that soured sentiment towards Turkish markets were 
the main factor that hindered the local bond market from showing a similar perfor-
mance like the CE/SEE LCY bond markets. In contrast to decreasing macro-vulnera-
bilities and absence of FX pressure in CE and RO, such issues pressured the Turkish 
bond market (e.g. inflation dropped slower than expected, and the C/A deficit re-
mains above 5% of GDP according to latest data). Against this backdrop, the cen-
tral bank may loosen monetary conditions only gradually, torpedoing the rally on 
the TURKGB market that we were expecting for Q1 2015. Nevertheless, under the 
assumption of TRY stabilising at the current elevated levels (as political noise closer 
to the upcoming elections seems to be largely priced in), the resumption of moder-

ECB/Fed divergence to shape CEE LCY markets – sweet spot in Q2

Historical performance 2y LCY bond*

* between 09-Dec-14 and 24-Mar-15; 
FX: currency performance (chg LCY/EUR)
PP: bond performance (price chg + carry) 
AP: absolute performance (PP + FX)
DE and US: Only price performance (PP)
HU: not 2y, but 3y tenor
Source: Bloomberg, RBI/Raiffeisen RESEARCH

-3%

-2%

-1%

0%

1%

2%

3%

4%

5%

CZ HU PL RO TR DE US

FX PP AP (PP+FX)

  Low yields in the euro area very supportive as long as Fed stays cautious
  Q2 might be a “sweet spot” for CE/SEE LCY bond markets due to supportive local conditions
  Modest CBR rate cuts will be key to avoid another round of RUB and OFZ selling
  A lot of political noise seems to be priced in on Turkish market

Historical performance 10y LCY bond*

* between 09-Dec-14 and 24-Mar-15; 
FX: currency performance (chg LCY/EUR)
PP: bond performance (price chg + carry) 
AP: absolute performance (PP + FX)
DE and US: Only price performance (PP)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

-2%

-1%

0%

1%

2%

3%

4%

5%

CZ HU PL RO TR DE US

FX PP AP (PP+FX)

Market strategy (until Jun-15)*

LCY Bonds FX

2y 10y --

CZ H (H) H (B) H (H)

HU** B (H) H (H) S (S)

PL H (B) H (B) S (H)

RO B (B) B (H) H (H)

RU H (S) S (S) S (S)

TR B (B) H (B) S (H)
* based on absolute expected performance; LCY 
bond: absolute performance in LCY; former recommen-
dations (as of Dec-14) in brackets; B: buy; H: hold; S: 
sell; ** HU: 3y tenor, not 2y
Source: RBI/Raiffeisen RESEARCH
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LCY bonds

10y-10y LCY yield spreads (bp)

HU-PL 5y high: 476; 5y low: 71
PL-DE 5y high:442; 5y low: 161
HU-DE 5y high: 879; 5y low: 239
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Expected perf. 10y LCY bond -> Jun-15

* between 25-Mar-15 and end-Jun-15; 
FX: currency performance (chg LCY/EUR)
PP: bond performance (price chg + carry) 
AP: absolute performance (PP + FX)
DE and US: Only price performance (PP)
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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ate rate cuts and political uncertainty fading with June parliamentary elections, a 
bull steepening of the LCY yield curve should be expected on a 3m horizon.
In Hungary, the growing likelihood of further rate cuts by up to 45bp to 1.50% 
should support shorter tenors. Additional support should come from favourable 
spillovers from ECB sovereign QE. By contrast, the Polish rate-cutting cycle is over 
according to the central bank after it adjusted the base rate to 1.50%. Similarly, 
Romania is likely to have finished its rate cutting cycle. Pricing in local financial 
markets is already way ahead of the central bank, limiting room for further gains. 
Net-net, we would favour short-end HGBs over short-end POLGBs as a relative 
play. In general, we continue to favour the front-end of the CE/SEE LCY curves, 
where record-low rates should stay with us well into 2016. Longer tenors should 
remain more volatile though, as the data and event-driven US MP outlook could 
cause sudden swings there any time. Over a longer-term horizon, fi nally, posi-
tioning for steeper yield curves would be recommended as spillovers from US 
MP are basically expected to be stronger than the favourable spillovers from ECB 
sovereign QE. USD-based investors who are engaged heavily in longer tenors 
in the POLGB, HGB and ROMGB markets could repatriate their portfolio means 
once UST yields finish pricing-in US rate hikes sufficiently. However, based on 
the lessons learned from the taper tantrum in May 2013 emerging markets with 
higher GDP growth, stronger external current accounts (or even C/A surpluses), 
low inflation, and more liquid financial markets (PL, HU and under certain restric-
tions with regards the latter feature also RO) should be better shielded than other 
markets. However, we are aware of the risks stemming from the high participa-
tion of USD-based investors in (certain segments of) the HGB and POLGB, but 
also the ROMGB market. Moreover, according to the assumptions of our West-
ern market colleagues significantly rising UST yields are ahead in the upcoming 
period, and repatriation of portfolio investments may add to some pressure on 
CE/SEE markets. The question is how much of these positions will be absorbed 
by EUR-based investors who are set to feel the growing squeeze on EA markets 
due to supply-side constraints and ECB bond buying gaining steam. Furthermore, 
economies whose exchange rates are linked to USD (such as Turkey) should be 
hit harder by US MP normalisation. This holds especially true in light of our ex-
pectations of another round of strengthening of USD vs. EUR. Likewise, the most 
prominent candidates to get hit hard by a potential risk-off period in the SEE mar-
ket space are Croatia and Serbia, both facing sizeable macroeconomic imbal-
ances. Moreover, in case of Serbia, international investor interest in LCY paper 
increased strongly in recent months. Nevertheless, the commitment of the Fed to 
deliver a low and gradual as well as transparent rate normalisation process may 
help to avoid the repetition of a taper-style shock seen in May 2013. 
The RUB stabilisation and recovery, which also supported monetary easing by 
the CBR, were the main drivers for the favourable performance of the OFZ mar-
ket (that we did not have on the agenda) since our Q1 2015 Strategy publica-
tion. Future performance should, however, be driven rather by the price compo-
nent, where we expect significant gains in line with the continuation of rate cuts. 
The bulk of this should materialise in H2 2015,  while there remains a risk that the 
CBR will deliver even more front-loaded rate cuts. As long as the CBR continues 
with moderate rate cuts (like the most recent one by 100bp), this might not affect 
the regained stability of RUB and hence may not impact the OFZ markets. How-
ever, before building up outright positions, we would like to see inflation peaking 
and further rate cuts. Thus, for the time being we favour curve trades and recom-
mend to position for a bull steepening of the OFZ curve on a 3m horizon.

Financial analyst: Stephan Imre, RBI Vienna

Expected perf. 2y LCY bond -> Jun-15

* between 25-Mar-15 and end-Jun-15; 
HU: 3y tenor, not 2y
FX: currency performance (chg LCY/EUR)
PP: bond performance (price chg + carry) 
AP: absolute performance (PP + FX)
DE and US: Only price performance (PP)
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Q1 2015 was characterised by appreciation of most CEE currencies against 
EUR (with the exception of UAH and BYR), which partially reflects the ECB’s QE 
programme and hence EUR weakness. USD strength, on the other hand, led to 
depreciation of CEE currencies against the dollar. Our trading idea of buying 
TRY against EUR only partly worked out as political noise generated significant 
pressure on TRY. Accordingly EUR/TRY only gained 1% throughout Q1. Apart 
from ECB QE and US Fed topics, the market focus in Q1 was once again on the 
EE region (Russia, Ukraine, Belarus), where RUB witnessed signifi cant stabilisa-
tion from weak and oversold levels. Astonishingly, RUB was even able to decou-
ple from the renewed oil price weakness later during the quarter as well as con-
siderable pressure on other EM currencies. 
For Q2, we continue to see some implicit support for CEE currencies stemming 
from the EUR weakness, while this effect might be offset by Fed rate hike expecta-
tions. Fed rate hike speculations and the accompanying USD strength may trig-
ger another round of pressure on EM currencies. Additionally, we expect infla-
tion to remain low in the CE region with deflationary fears possibly feeding in-
terest rate cut expectations. Moreover, we see central banks in CE/SEE countries 
not being interested in too much appreciation against EUR, which may add to 
bets on additional rate cuts in CE/SEE. Given the unresolved issues in eastern 
Ukraine, ongoing sanctions and the inflationary pressure, we would expect to 
see continued pressure for currencies in the EE region. Even though volatility has 
declined and we have already seen much currency weakness there, the risks for 
this region dominate in our view.
Our forecasts for Q2 point towards a depreciation trend for most CEE currencies 
against EUR, indicating no outright buy recommendation for any CEE exchange 
rate. However, we may see more weakness for HUF compared to CZK and RO N, 
which may open up the possibility for some relative trades. Against USD, the pic-
ture is even worse as diverging ECB/Fed key rate trends may lead to more EUR 
depreciation against USD, thereby causing additional depreciation for CEE cur-
rencies versus USD. In our view, the weakest performers against EUR and USD 
should be BYR, RUB and HUF. BYR and RUB obviously on the back of the ex-
tremely uncertain situation in EE, Hungary because of a possibly more aggres-
sive rate cut path. On a separate note, we remain negative on the Kazakh tenge 
where we see a larger devaluation lurking after the strong RUB devaluation seen 
over the last 12 months, but in this regard the timing of such a move is difficult to 
predict, given the current KZT peg. 
The course of 2015 should accordingly be dominated by QE in the euro area and 
US Fed tightening. In our opinion, the negative implications for CEE currencies 
due to the Fed tightening will predominate. On a year-end 2015 projection ba-
sis, we would only forecast TRY appreciation potential against EUR, whereas leav-
ing the EE region with the biggest downward potential against EUR. Versus USD, 
all our CEE currencies show depreciation potential of between 10-20% until year 
end 2015, driven by EUR weakening against USD on the order of roughly 15%.

Financial analyst: Wolfgang Ernst, RBI Vienna

Expectation of weaker CEE currencies in Q2

  Effects of ECB QE and US Fed tightening may offset each other
  Additional rate cut bets to weigh on CE currencies as defl ationary fears persist
  Despite calming, we see signifi cant risk for currencies in the Eastern Europe region
  Considerable CEE exchange rate depreciation expectations for 2015 against USD

Focus on

Projections LCY vs EUR

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Projections LCY vs USD

Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Setbacks in Russia and Ukraine not only due to the confl ict

Industrial production (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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According to our estimates, Russia’s economy faces a recession (-4% yoy) this 
year. Next year, GDP growth may come in at 0.5% and thereafter at 1-1.5% yoy. 
Since 2010/11, Russia has decoupled strongly from the global emerging markets 
(EM), whereas previously the correlation of changes in GDP growth between Rus-
sia and the global EM amounted to 0.7-1. In nominal terms, factoring in the RUB 
collapse, Russia’s GDP may drop by 25% from the peak levels in 2013 at EUR 
1,500 bn. Without economic and political pressure stemming from the Ukraine 
conflict, Russia might have shown a V-shaped recovery on the back of a projected 
rise in oil prices. However, our restrained outlook is based on the large differ-
ences between the situation now and back in 2008/09: Firstly, the free-floating 
RUB has depreciated much more, eroding the purchasing power of import-prone 
consumers. If our call for extended RUB weakness turns out to be right, we will see 
lasting welfare losses. Secondly, fiscal policy will be less anticyclical. In 2009, 
Russia increased public expenditure by over 6% of GDP. For 2015, expenditure 
cuts of 2% of GDP are planned, and large parts of final demand depend on the 
budget and transfers. Thirdly, we do not see a recovery in investments given the 
bleak earnings outlook in the corporate sector and high interest rates, while state-
funded projects are unlikely to offer full compensation. Fourthly, it seems likely that 
EU/Western sanctions will stay with us in 2015 and possibly well into 2016. It 
should be kept in mind that historical experience with large-scale import-substitu-
tion (Latin America and Asia in the 1960/70s) has shown that such a cut-off from 
international integration can lead to long-term stagnation. This holds especially 
true in an institutional setting which is characterised by challenging and not al-
ways transparent business conditions on the micro-economic level.
In Ukraine, another huge GDP drop is looming. We project that GDP will con-
tract by 5-7% in 2015, bringing the cumulative GDP drop in 2014 and 2015 
close to the average cumulative GDP loss of 15% seen in other countries going 
through internal/external conflicts and/or severe financial crisis. In EUR terms, 
i.e. factoring in the UAH collapse, nominal GDP may drop by 35% from peak 
levels at EUR 124 bn in 2013 to some EUR 85 bn. The sizeable four-year IMF 
package may help to preserve macro-financial stability. However, there are sub-
stantial implementation risks here (e.g. with regards to reforms required and 
the debt operation). Moreover, the total funds needed to stabilise and re-build 
Ukraine are likely to be much higher than the sums provided within the IMF 
package. The provision of more Western funding, and especially EU funding, is 
still constrained by the unstable situation in eastern Ukraine and the yet modest 
reform implementation by Ukrainian authorities. Hence, it is no surprise that the 
current IMF/IFI support package includes just some 20% of bilateral and donor 
financing. Looking forward, much more external funding is likely to be required 
for successful long-term economic transformation in Ukraine – if supportive local 
conditions are implemented. We would project that public and private sector in-
vestments of EUR 60-100 bn would be needed over the next seven to ten years 
within a reconstruction programme for Ukraine (we will release a more detailed 
assessment covering this issue in April).

Financial analysts: Gunter Deuber, Andreas Schwabe, RBI Vienna

  Recession and wealth losses challenging business planning (also among foreign investors)
  Rebound potential in Russia capped by geopolitical uncertainty and structural aspects
  Deep adjustment recession in Ukraine, IMF support may help to stabilise macro-fi nancial conditions
  Much more public and private money needed for economic transformation in Ukraine

Focus on
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Austria

Business cycle dynamics in Austria fell well short of expectations in 2014. All in 
all, real gross domestic product merely stagnated in the first three quarters of the 
year, while a decline of 0.2% qoq was recorded in the final quarter of last year. 
Despite the stable development of employment, private consumption was unable 
to generate any momentum in 2014, only public consumption was slightly more 
dynamic. Investment activity was particularly disappointing in H2, while the pos-
itive performance early in the year was due to pull-forward effects. Domestic de-
mand was thus weak, but in the second half of the year net exports were able to 
compensate for this at least to a certain extent.

Looking at the short-term prospects, important leading indicators do not point to 
any acceleration in business cycle dynamics. For instance, the purchasing man-
agers’ index for the manufacturing sector remains below the 50-points line. The 
EU Commission’s economic sentiment indicator was recently at 91.9 points (Feb-
ruary), which is well below the long-term average (100 points). Furthermore, this 
indicator does not appear to have bottomed out yet, and it seems more that the 
Austrian economic sentiment indicator has decoupled from the development in 
the other core euro area countries. While leading indicators are thus suggest-
ing that business cycle dynamics will remain subdued at the start of year, the as-
sumption of a moderate recovery over the forecast horizon is supported by the 
low oil price and the decline in the external value of the euro. Consequently, real 
GDP is forecasted to grow by 0.7% (2015) and 1.8% (2016), after 0.3% in the 
previous year (2014). Thus growth rates are expected to remain below the euro 
area average. 

Despite the broadly stable development of employment, private consumption 
disappointed in recent quarters. This has been accompanied by consumer con-
fidence figures at very low levels, compared to both its own history as well 

Business cycle dynamics are lagging behind

ESI*: The gap is widening

Infl ation benefi ts real wages

*Economic Sentiment Indicator, GDP weighted
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Source: Thomson Reuters, Austrian central bank, RBI/
Raiffeisen RESEARCH

Key economic fi gures and forecasts

2013 2014 2015e 2016f

Real GDP (% yoy) 0.2 0.3 0.7 1.8

Private consumption (% yoy) -0.1 0.2 0.7 1.7

Gross fixed capital formation (% yoy) -1.5 0.5 -2.1 4.3

Nominal exports (% yoy) 3.6 3.0 2.1 5.7

Nominal imports (% yoy) 1.8 3.9 0.5 6.6

Trade balance (goods and services, EUR bn) 11.5 11.7 14.5 13.8

Current account balance (EUR bn) 3.3 2.0 2.7 2.4

General budget balance (EUR bn)* -4.1 -7.9 -7.4 -7.3

General budget balance (% of GDP)* -1.3 -2.4 -2.2 -2.1

Unemployment rate (avg, %, EU definition) 5.4 5.6 5.7 5.6

Consumer prices (avg, % yoy) 2.1 1.5 0.9 2.1

Real wages (% yoy) 0.4 0.9 1.2 0.0

Unit labour costs (% yoy) 2.6 3.0 2.2 1.2
* state, provinces, municipalities and social security authorities
Source: Statistics Austria, Thomson Reuters, RBI/Raiffeisen RESEARCH
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  Disappointing business cycle dynamics in 2014
  Leading indicators are pointing to subdued activity in the fi rst quarter as well
  Private consumption expected to pick up due to low oil prices and lower income taxes
  Infl ation difference compared to the euro area remains historically high, despite declining infl ation due to oil prices



15Please note the risk notifi cations and explanations at the end of this document

Austria

as the other euro area countries. The main factor here 
is consumers’ assessment of the outlook for business cy-
cle and labour market developments. While employment 
is projected to rise steadily, as in the recent past this will 
be more than offset by a stronger increase in the labour 
force, thus hindering any decline in the unemployment 
rate (international definition). By contrast, due to the low 
oil price real wages are rising at the fastest rate since end-
2009 and this should have a positive effect on consumer 
confidence and thus ultimately on consumption as well. In 
2016, private consumption should receive some support 
by the reductions in the income tax rates which will en-
ter into force.

Despite the stabilisation in capacity utilisation seen early 
in the year, this indicator still falls short of the long-term av-
erage level. The sharp drop in industrial confidence in re-
cent months is another factor suggesting that investment 
will not expand early in the year. In light of the improving 
sales prospects abroad and the favourable financing con-
ditions, however, a recovery in investment activity can be 
expected over the forecast horizon.

During the first half of 2015, the contribution of net ex-
ports to overall GDP growth will probably remain in pos-
itive territory, against the backdrop of stronger business 
cycle dynamics abroad and the weaker exchange rate of 
the euro on the one hand, and the initially subdued de-
velopment of imports as a result of muted domestic de-
mand on the other hand. As the year progresses, how-
ever, the contribution of net exports to GDP growth will 
 eventually turn negative, due to the expected revival in 
domestic demand.

The decline in inflation (HICP) in recent months mainly re-
flects the course of oil prices. However, the latest reading 
of +0.5% yoy for February is still far higher than the figure 
for the euro area. For instance, the inflation contributions 
from certain categories (restaurants/hotels, leisure activi-
ties, housing) are substantially higher than in the currency 
union as a whole or in Germany. Based on the projected 
recovery of the oil price, a tangible increase in year-on-
year infl ation is anticipated starting from the second half 
of the year, implying a rate of 0.9% for 2015 as a whole 
and 2.1% for 2016 (2014: 1.5%).

Financial analyst: Matthias Reith

GDP: Expenditure composition

Change (% yoy, in real terms) 2013 2014 2015e 2016f

Private consumption -0.1 0.2 0.7 1.7

Public consumption 0.7 0.5 0.9 0.8

Gross fixed capital formation -1.5 0.5 -2.1 4.3

     Equipment -1.5 1.5 -3.0 5.8

     Construction -2.2 0.4 -1.3 3.0

Exports 1.4 1.5 1.2 3.5

Imports -0.3 2.4 -0.3 4.4

Gross domestic product 0.2 0.3 0.7 1.8
Source: Statistics Austria, Thomson Reuters, RBI/Raiffeisen RESEARCH

GDP: Value added by sector

Change (% yoy, in real terms) 2013 2014 2015e 2016f

Agriculture & forestry -3.5 10.9 0.0 0.0

Prod. of goods/mining 0.6 0.2 0.9 3.0

Energy/water supply 6.8 1.5 0.5 1.5

Construction 0.4 0.5 0.2 1.9

Wholesale and retail trade -1.6 -0.8 0.6 2.0

Transportation -0.7 -1.6 0.7 1.5

Accom. & restaurant trade 0.7 0.6 0.9 1.6

Information and communication -1.6 -8.3 1.0 2.5

Credit and insurance -0.4 -1.3 -0.5 1.1

Property & business services 3.0 0.4 1.5 2.0

Other economic services 0.7 1.6 1.0 3.3

Public sector 0.0 0.2 0.2 0.5

Healthcare, social services 0.5 2.2 1.0 1.5

Other services -0.2 1.3 1.4 2.0

Gross domestic product 0.2 0.3 0.7 1.8
Source: Statistics Austria, RBI/Raiffeisen RESEARCH

Contributions* to real GDP growth (qoq)

* in percentage points
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Poland

Balanced growth set to accelerate
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Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 359.8 377.0 386.1 396.0 412.2 426.5 457.3

Real GDP (% yoy) 3.7 4.8 1.8 1.7 3.3 3.5 3.4

Industrial output (% yoy) 9.0 7.5 0.8 2.2 2.6 6.0 7.0

Unemployment rate (avg, %) 12.1 12.4 12.8 13.5 12.3 10.7 9.7

Nominal industrial wages (% yoy) 3.3 5.0 3.4 2.9 3.8 4.2 4.8

Producer prices (avg, % yoy) 2.1 7.6 3.3 -1.3 -1.5 -1.7 1.5

Consumer prices (avg, % yoy) 2.6 4.3 3.7 0.9 0.0 -0.4 1.3

Consumer prices (eop, % yoy) 3.1 4.6 2.4 0.7 -1.0 1.0 1.7

General budget balance (% of GDP) -7.6 -4.9 -3.7 -4.0 -3.6 -2.7 -2.0

Public debt (% of GDP) 53.6 54.8 54.4 55.7 49.2 50.4 50.3

Current account balance (% of GDP) -5.0 -4.8 -3.7 -1.3 -1.3 -1.5 -2.0

Official FX reserves (EUR bn) 70.0 75.7 82.6 77.1 82.6 85.0 78.0

Gross foreign debt (% of GDP) 66.3 66.4 72.0 70.1 71.1 70.3 69.1

EUR/PLN (avg) 4.0 4.1 4.2 4.2 4.2 4.2 4.1

USD/PLN (avg) 3.0 3.0 3.3 3.2 3.2 4.0 4.0

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Economic outlook
The Polish economy performed surprisingly well in 2014 maintaining stable 
growth above 3% even in the weakest fourth quarter when it slowed to 3.1%. 
Thus, the average growth rate last year was 3.3% versus 1.7% in 2013, with 
the growth engine fully switching over to internal demand. We expect this ten-
dency to continue in 2015. Robust investment growth is in turn supported by the 
good financial standing of companies and the low interest rate environment. On 
the other hand, although capacity utilisation level remains high, most companies 
are declaring replacement investments rather than machinery enhancements, so 
there is still some space for improvement once they gain more confidence. We 
see the current slowdown in economic growth as temporary and expect GDP to 
accelerate over 2015 towards 4% in annual terms. The growth structure should 
remain broadly unchanged with strengthening private demand and relatively 
high fixed capital formation. Apart from the above mentioned factors, the latter 
will be also fuelled by infrastructure investments financed from EU funds. Declin-
ing commodity prices improved Poland’s terms of trade and should support eco-
nomic growth. Despite the robust economic growth, prices in the whole economy 
are sinking as indicated by PPI, CPI, retail sales prices and GDP deflator. Deep-
ening deflation and the ultra-loose monetary policy of the ECB encouraged the 
MPC to reduce interest rates further, with the main rate currently at 1.50%. Now 
the Council has switched to a ‘wait-and-see’ stance. We expect the downward 
trend in CPI to reverse soon, but consumer price deflation is supposed to end no 
sooner than in Q4 2015 when CPI may approach 1% yoy. With regard to our 
scenario of a gradual rebound in inflation and hefty economic growth, it seems 
that the Council’s declaration of no further interest rate changes until its term ends 
(beginning of 2016) is very likely to be met.

  Well-balanced, stable economic growth to continue in 2015
  Monetary policy easing cycle ended, CPI downward trend to reverse soon
  Possible US rate hike and QE in the euro area should partly offset each other, keeping EUR/PLN in a range of 4.10-4.20
  Short-term gains are in the cards, but POLGBs to remain well anchored amidst increasing volatility
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EUR/PLN: 5y high 4.57, 5y low 3.83
Source: Bloomberg, RBI/Raiffeisen RESEARCH

PLN yield curve (%)*

* 2y – 10y LCY government bond yields
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
PLN 4.10 4.20 4.15 4.15 4.15

Cons. 4.15 4.14 4.11 4.10

USD/
PLN 3.75 4.08 4.15 4.37 4.37

Cons. 3.92 3.93 3.95 4.00
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

Key rate 1.50 1.50 1.50 1.50 1.50

Consensus 1.60 1.60 1.60 1.75

1 month2 1.44 1.62 1.62 1.65 1.65

3 month2 1.45 1.65 1.70 1.75 1.75

Consensus 1.79 1.80 1.87 1.98

6 month2 1.46 1.70 1.72 1.77 1.77

12 month2 1.48 1.75 1.78 1.83 1.80
1 5:00 p.m. (CET)  2 Bid rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

2y T-bond2 1.58 1.7 1.7 1.8 1.9

Consensus 1.6 1.7 1.8 2.1

5y T-bond2 1.89 2.2 2.2 2.3 2.4
10y T-bond2 2.25 2.5 2.5 2.6 2.7

Consensus 2.2 2.3 2.5 2.8
1 5:00 p.m. (CET)  2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
Along with the return of volatility on the markets at the turn of the year, EUR/PLN 
also broke out of its trading range of 4.10-4.25 where it had consolidated for 
most of 2014. The initial impulse for the PLN sell-off came from renewed fears 
about the conflict in Ukraine. In early 2015, additional risk factors were the pro-
longed negotiations for financial support to Greece and the decision of the Swiss 
central bank to abandon the EUR/CHF limit. The ensuing sharp appreciation of 
Swiss franc caused fears about the effect on the Polish markets and economy, 
given the high share of CHF-denominated loans (37% of all mortgages as of Dec. 
2014). Those factors drove EUR/PLN above 4.30, but the move was quickly re-
versed, due largely to the announcement of sovereign quantitative easing (QE) 
in the euro area (which fed expectations of capital inflows to Polish markets due 
to the attractive (real) rate differential). Going forward, the situations in Ukraine 
and Greece remain a major external risk factor for PLN, along with the perspec-
tive for rate hikes in the USA, which could cause capital outflows from emerging 
markets such as Poland (US investors hold around 10% of Polish Treasury bonds). 
However, this topic should be partly offset by the effects of QE in the euro area. 
As a result, we expect EUR/PLN to consolidate around 4.15 in the medium term, 
with possible temporary spikes above 4.20 as well as short dips below 4.10. 
Meanwhile, monetary policy in Poland seems less a risk factor for PLN after the 
MPC declared an end to the easing cycle.
LCY sovereign debt continued the strong rally which was fuelled by both inter-
nal and external factors. The former include further monetary easing and the rel-
atively good fiscal condition, which was also appreciated by rating agencies. 
The latter (but no less important) were expectations for a QE programme in the 
euro area. Consequently, the POLGBs yield curve experienced a bull flattening, 
with the 10y-2y spread narrowing to less than 50bp at the end of January. Ma-
terialisation of most of the positive factors (QE implementation, rate cuts) encour-
aged investors (in particular foreign ones) to take profits, which pushed the long 
end of the curve higher. Since we assume interest rate hikes to occur in Poland 
no sooner than in H2 2016, the ECB policy to remain expansionary and the Fed 
likely to deliver only moderate rate hikes rather later than sooner, any upward 
pressure on yields should be limited on a 3m horizon. March’s dovish Fed sur-
prise may even lead to temporary gains on the POLGB market. Thus, we currently 
expect the government bond market to move more or less sideways, whilst in-
creased volatility is very likely over the longer run, due to the adverse effects of 
monetary policy tightening in the USA.

Financial analysts: Micha³ Burek, Raiffeisen Polbank, Warsaw 
Wolfgang Ernst, RBI Vienna
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Hungary

The economy that forgot to decelerate

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 97.8 100.3 98.7 100.5 103.3 107.6 111.1

Real GDP (% yoy) 0.8 1.8 -1.5 1.5 3.6 2.5 2.5

Industrial output (% yoy) 10.6 5.4 -1.7 -3.5 5.3 5.0 4.5

Unemployment rate (avg, %) 11.2 11.0 10.9 10.1 7.7 7.1 6.6

Nominal industrial wages (% yoy) 5.5 6.2 -0.7 4.6 4.3 4.0 5.5

Producer prices (avg, % yoy) 4.5 4.3 4.3 0.7 -0.5 0.0 3.0

Consumer prices (avg, % yoy) 4.9 3.9 5.7 1.7 -0.2 0.1 2.7

Consumer prices (eop, % yoy) 4.7 4.1 5.0 0.4 -0.9 2.1 3.0

General budget balance (% of GDP) -4.3 4.2 -2.1 -2.3 -2.6 -2.8 -2.8

Public debt (% of GDP) 81.4 80.6 78.8 77.2 76.9 75.0 73.8

Current account balance (% of GDP) 1.1 0.8 1.9 4.1 3.9 3.8 3.7

Official FX reserves (EUR bn) 33.7 37.8 33.9 33.0 34.4 32.5 34.0

Gross foreign debt (% of GDP) 143.7 134.9 128.9 118.5 108.6 93.7 85.6

EUR/HUF (avg) 275.4 279.4 289.2 296.8 308.7 309.7 320.0

USD/HUF (avg) 208.2 201.2 225.1 223.6 232.8 297.8 310.7

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook
There is a quite remarkable economic rebound taking place in Hungary, with 
3.6% GDP growth in 2014. Strong growth was seen in the first half of the year fol-
lowing a positive turnaround from mid-2013 and helped by a set of one-off factors. 
The surprise came when the economy continued its strong performance into the sec-
ond half of the year as well. Nor was there any slowdown in economic dynam-
ics in early 2015. It is important to note that consumption has emerged as a key 
driver of economic growth. There is also room to improve, since the consumption 
level of households hardly exceeds that of 2004, the year when Hungary joined 
the EU. Private consumption growth is likely to stay at an elevated level in 2015 as 
well, provided that the supportive development of household disposable income 
continues. This has various sources such as rising employment, above-inflation in-
creases in pensions, some wage pressure emerging in certain branches (especially 
within the manufacturing industry, most notable in the automotive industry) and 
the decreasing financial burdens of indebted households (due to the settlement act 
and the fair banking act). Whereas the public sector growth contribution is likely 
to weaken in the course of 2015 and the automotive industry is unlikely to repeat 
the output boom registered in 2013-2014, a stable, strong rise in household con-
sumption is expected to partially offset these growth-negative factors. While new 
jobs were initially predominantly created in the so-called public works scheme (es-
sentially a restructuring of the social benefit system), private sector employment is 
tending upwards. The National Bank of Hungary’s Funding for Growth Scheme 
helps the SME sector with cheap funding and is also considered to play a signifi-
cant role in boosting economic growth. At the same time, public finances are sta-
ble, the public debt-to-GDP ratio is gradually decreasing and external balances re-
main massively positive. There is a good chance that GDP growth will amount to at 
least 2.5% in 2015, with an acknowledged upside risk to our forecast.

  GDP growth surprised on the upside in 2014
  Private consumption emerging as key driver of growth
  - Macro vulnerability decreases massively, so interest rate cuts needed to keep HUF weak
  - HGB market to remain well supported in the short term due to accommodative monetary policy
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Exchange rate forecasts
24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
HUF 299.66 310.0 310.0 315.0 315.0

Cons. 310.0 309.5 309.0 311.0

USD/
HUF 274.41 301.0 310.0 331.6 331.6

Cons. 287.5 291.0 293.0 302.5
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

Key rate 1.95 1.50 1.50 1.50 1.50

Consensus 1.80 1.80 1.85 2.00

1 month2 2.04 1.60 1.60 1.60 1.60

3 month2 1.97 1.60 1.60 1.70 1.70

Consensus 1.84 1.85 2.01 2.04

6 month2 1.96 1.80 1.80 1.80 1.90

12 month2 1.93 1.80 1.80 1.80 1.90
1 5:00 p.m. (CET)  2 Bid rate  
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

3y T-bond2 1.99 1.7 1.9 2.0 2.1

Consensus n.v. n.v. n.v. n.v.

5y T-bond2 2.44 2.4 2.7 2.7 2.9
10y T-bond2 3.14 2.9 3.2 3.2 3.4

Consensus 2.71 2.79 3.17 3.10
1 5:00 p.m. (CET) 2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
The macro vulnerability of the Hungarian economy has declined signifi cantly. 
External balances already turned positive in 2009 and have improved gradually 
since then (i.e. trade and C/A surplus over 6% and 4% of GDP, respectively). Al-
though still very high, the public debt-to-GDP ratio continued to decline, dropping 
below 77% of GDP by the end of 2014. Due to robust deleveraging over past 
years, FX indebtedness has been on a decreasing trend. This process was pushed 
by the recent decision to convert all FX household mortgages into HUF at the be-
ginning of 2015 with a magnitude of almost 10% of GDP. As these mortgages 
were mostly in CHF, the recent strengthening of CHF has only limited negative re-
percussions on the economy/financial stability.

Against this backdrop, HUF performance was relatively stable in February and 
March (EUR/HUF range bound 300-310). Clearly, the underlying forces men-
tioned above and the positive macro story (including expectations that Hungary 
may see positive rating actions on a 12m horizon) would support a stronger HUF 
in the course of 2015. What speaks against such a scenario is the expected Fed 
tightening and UST yield increases which leaves little relative value for HGB as-
sets. Hungarian economic policy is based on a key pillar of gradual devalua-
tion of the currency. In other words, a strong HUF is against the interests of poli-
cymakers as it would undermine the competitiveness of the SME sector and there-
fore runs counter to the objective of private sector job creation through private sec-
tor investments. We should also add that given the conversion of FX mortgages 
to HUF, currency weakening no longer endangers household consumption (which 
was a headache and a factor hindering growth over the past several years). In 
our view, the only available policy tool to deliver some HUF depreciation is to cut 
the key interest rate more aggressively than we had initially pencilled-in in our 
forecasts. At the same time, in our view, the HGB market remains choppy: the de-
pressed yield environment in the euro area and the yield-chasing attitude of in-
vestors would result in demanding less risk premium and this points towards HGB 
yields moving south in the short run. However, the relatively small size of the mar-
ket and the poor liquidity conditions coupled with the rich Hungary premium her-
itage of recent years should lead to major upward corrections from time to time.

Financial analysts: Zoltán Török, Raiffeisen Bank Zrt., Budapest
Stephan Imre, RBI Vienna
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Recovery becoming more robust

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 156.4 163.7 161.2 157.5 155.1 159.8 169.2

Real GDP (% yoy) 2.1 2.0 -0.7 -0.7 2.0 2.4 3.0

Industrial output (% yoy) 8.6 5.9 -0.8 -0.1 4.9 4.6 4.9

Unemployment rate (avg, %) 7.0 6.7 6.8 7.7 7.7 7.0 6.8

Nominal industrial wages (% yoy) 3.8 3.5 3.2 1.0 2.9 3.6 4.8

Producer prices (avg, % yoy) 1.2 5.6 2.1 0.8 -0.8 -2.6 1.9

Consumer prices (avg, % yoy) 1.5 1.9 3.3 1.4 0.4 0.2 1.7

Consumer prices (eop, % yoy) 2.3 2.4 2.4 1.4 0.1 1.0 1.6

General budget balance (% of GDP) -4.4 -2.9 -4.0 -1.3 -1.5 -2.5 -1.8

Public debt (% of GDP) 38.2 41.0 45.5 45.7 43.8 43.2 43.1

Current account balance (% of GDP) -3.6 -2.1 -1.6 -0.5 0.6 0.6 0.6

Official FX reserves (EUR bn) 31.8 31.1 34.0 40.8 44.9 46.2 48.0

Gross foreign debt (% of GDP) 55.2 54.8 60.1 63.3 66.5 65.9 65.0

EUR/CZK (avg) 25.3 24.6 25.1 26.0 27.5 27.6 27.3

USD/CZK (avg) 19.1 17.7 19.6 19.6 20.8 26.6 26.5

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  GDP growth gradually accelerates
  Growth supported by weak CZK, oil and fi scal policy
  EUR/CZK to stay above 27.0 at least until Q3 2016
  Key rate unchanged at 0.05% until Q4 2016, anchoring LCY yield spread to Bunds

Economic outlook
In 2014, Czech GDP increased by 2.0% compared to a decline of -0.7% a year be-
fore. Gross value added even increased by 2.6%. For 2015, we forecast economic 
growth to accelerate to 2.4%. The economy will mainly be supported by the weak 
CZK, an expansive fiscal policy and the prevailing low oil prices. Moreover, the his-
torically highest current account surplus and the expected acceleration in exports 
suggest that external demand will keep contributing to the improving performance 
of the Czech economy. The expected rise in real wages by 2.6% yoy and recently 
record high employment suggest that the labour market is also steadily improving. 
Additionally, after 3 years of contraction, the first increase in construction output 
(+2.4% yoy in 2014) signals an upcoming rebound in this sector. Industrial produc-
tion, a key driver, is expected to continue growing this year, rising by around 4.0%. 
The Czech economy is thus predicted to continue with fairly symmetric strengthen-
ing across all key sectors.
Although economic growth is solid and the labour market has improved signifi-
cantly, inflation remains extremely low. At the beginning of 2015, there was a high 
chance that inflation would fall to negative territory. So far it seems that the Czech 
economy escaped deflation by one notch, with inflation now at 0.1% yoy. Without 
the recent fall in oil prices, inflation would be at 0.7%. Furthermore, adjusted for vol-
atile food prices inflation would be close to 1%. Nevertheless, given the low infla-
tionary environment in the euro area and a significant risk that prices of natural gas 
for households will be lowered, we expect only slow upward movement in the CPI 
inflation rate. By the end of the year headline infl ation may reach 1% and through-
out the year it would not even be a big surprise to see a slightly negative result. If 
we are right and the Czech National Bank allows CZK appreciation in H2 2016, 
inflation will probably reach the 2% inflation target in 2017.



21Please note the risk notifi cations and explanations at the end of this document

25.0

25.5

26.0

26.5

27.0

27.5

28.0

Mar-13Sep-13Mar-14Sep-14Mar-15Sep-15

EUR/CZK (eop)

Czech Republic

Exchange rate development

EUR/CZK: 5y high 28.37, 5y low 23.99
Source: Bloomberg, RBI/Raiffeisen RESEARCH

-0.1

0.0

0.1

0.2

0.3

0.4

0.5

1 2 3 4 5 6 7 8 9 10

Yield curve 24 Mar-15

Forecast Jun-15

CZK yield curve (%)*

* 2y – 10y LCY government bond yields
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Fo
re

ca
st

Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
CZK 27.40 27.80 27.60 27.60 27.40

Cons. 27.50 27.50 27.50 27.40

USD/
CZK 25.10 26.99 27.60 29.05 28.84

Cons. 25.81 26.07 26.34 27.04
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

Key rate 0.05 0.05 0.05 0.05 0.05

Consensus 0.05 0.05 0.05 0.05

1 month2 0.03 0.03 0.03 0.03 0.03

3 month2 0.04 0.03 0.03 0.04 0.10

Consensus 0.33 0.33 0.34 0.33

6 month2 0.06 0.06 0.06 0.10 0.20

12 month2 0.12 0.13 0.13 0.15 0.30
1 5:00 p.m. (CET) 2 Bid rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

2y T-bond -0.02 0.0 0.0 0.0 0.1

Consensus 0.1 0.1 0.2 0.2

5y T-bond 0.04 0.1 0.2 0.2 0.3
10y T-bond 0.41 0.4 0.5 0.5 0.6

Consensus 0.5 0.5 0.7 0.8
1 5:00 p.m. (CET) 2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
The FX intervention regime of the Czech National Bank (CNB) that keeps EUR/CZK 
above the 27.0 level remains in place. Nevertheless, at the beginning of the year 
the exchange rate was significantly more volatile compared to the last couple of 
quarters. At the beginning of the year, pessimism over the future “shortage” of infla-
tion increased. Market speculation that the Czech National Bank might increase the 
intervention band higher brought about CZK weakening close to EUR/CZK 28.50. 
As the pessimism diminished, CZK appreciated back on further monetary expan-
sion of the ECB. Furthermore, Czech president M. Zeman repeatedly mentioned he 
would appoint central bankers starting next year who will “rectify” the CNB’s FX 
floor. But such a process will take a long time: the CNB has seven board members 
and the President can appoint two new members in 2016 and then another two in 
2017. Nevertheless, CZK reacted by appreciating close to EUR/CZK 27.20. We 
see a strong chance for a renewed correction to weaker levels in Q2. For the Czech 
National Bank, inflation at 2.0% is the key monetary policy target and if things go 
well we expect that the CNB will let CZK appreciate below EUR/CZK 27.0 in H2 
2016. Although profit is not a CNB target, waiting too long with the end of the cur-
rent FX regime might be too costly for the CNB. Even though it is difficult to imag-
ine how the CNB will transparently end the regime it is reasonable to believe that 
the CNB would fight against a very strong jump similar to the example of the Swiss 
franc. Also it is reasonable to believe that the CNB will first let the currency appreci-
ate and raise interest rates afterwards. We continue to expect the first repo rate hike 
to come as early as end-2016.

Czech fiscal policy became slightly expansionary in 2014 and we expect more 
expansion for this year. The budget deficit will probably increase to around CZK 
100 bn from about CZK 63 bn in 2014. Nevertheless, the financing position of the 
Czech government will continue to be very favourable as the Ministry of Finance 
will continue drawing on cash reserves which would bring net CZGB emission 
close to zero (CZK 10-20 bn). Assuming that the ECB policy keeps European bond 
yield benchmarks down, Czech government bond yields do not have much room to 
move. Given the favourable fiscal position and low inflationary environment, we ex-
pect a small positive yield spread of Czech government bonds over German Bunds. 
For Q2, we stick to our neutral recommendation for CZGBs. Although it is not our 
baseline scenario, any upward adjustment of the FX floor would hurt longer-dated 
tenors on the CZGB curve in particular.

Financial analyst: Stephan Imre, RBI Vienna
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Balanced growth with improved outlook

Forecast

Real GDP (% yoy)

  Stable quarterly dynamics with visibly improved employment
  Infl ation should bottom out in February
  Bond yields are heavily suppressed by ECB action

Key economic fi gures and forecasts*

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 67.2 70.2 72.2 73.6 75.2 77.1 80.6

Real GDP (% yoy) 4.8 2.7 1.6 1.4 2.4 2.5 3.0

Industrial output (% yoy) 8.1 5.3 8.1 4.6 3.7 4.0 4.5

Unemployment rate (avg, %) 14.4 13.4 13.9 14.2 13.2 12.5 11.9

Nominal industrial wages (% yoy) 5.4 3.6 4.0 3.6 4.6 3.0 3.5

Producer prices (avg, % yoy) -2.8 2.6 3.9 -0.1 -3.5 0.0 2.0

Consumer prices (avg, % yoy) 1.0 3.9 3.6 1.4 -0.1 0.0 1.5

Consumer prices (eop, % yoy) 1.3 4.4 3.2 0.4 -0.1 0.7 2.0

General budget balance (% of GDP) -7.5 -4.1 -4.2 -2.6 -2.9 -2.5 -1.2

Public debt (% of GDP) 41.1 43.4 52.1 54.6 54.1 54.4 52.3

Current account balance (% of GDP) -3.6 -3.7 2.2 2.1 0.2 0.0 0.0

Gross foreign debt (% of GDP) 73.1 75.2 70.5 81.1 93.6 103.1 92.5

* euro area entry on 1 January 2009
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Slovak GDP growth reached 2.4% yoy in Q4 2014. The Slovak economy showed 
surprisingly stable quarterly growth rate of +0.6% qoq in Q4 2014 and in the 
last six quarters as well. Private consumption has maintained very good momen-
tum (2.2% yoy) while industrial production has lost a bit of pace. The structure of 
growth remains balanced, as all components contributed, except the stock of in-
ventories. Total employment managed to positively surprise. In Q4 2014, total 
employment rose 2.1% yoy, which is a very high number given that GDP growth 
is just 2.4%. The lower productivity growth will not create a much room for real 
wage growth in future. Barring any massive escalation of Russia-Ukraine conflict, 
we expect stable or improving quarterly growth in Q1 2015. Headline annual 
GDP growth should accelerate to 2.6% in Q1 2015. February consumer infla-
tion data showed a decrease of 0.6% yoy and this should mark the bottom. Nev-
ertheless, inflation should remain below zero for most of 2015. The negative in-
flation environment will translate into a negative GDP deflator in the next cou-
ple of quarters.
The ECB announced details of the Public Sector Purchase Programme (PSP). As 
regards Slovakia, based on several knock-out criteria, it should represent a value 
of approximately EUR 6 bn in total. We think that the ECB will not be able to 
fi nd so many Slovak bonds on the market, but will be able to suppress bond 
yields, even with a smaller volume of bond purchases. After the first week of 
bond purchases, the 5-year yield on Slovak bonds is at 0.04% (mid), just 12bp 
above German yields. Yields on 10-year bonds are around 0.5% (+24bp above 
Bunds), and we expect this spread to slightly decrease to around 10bp. Since 
the PSP programme is designed to run until September 2016, bond yields will 
not have room to rise this year.

Financial analyst: Juraj Valachy, Tatra banka, a. s., Bratislava
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Key economic fi gures and forecasts*

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 36.2 36.9 36.0 36.1 37.4 38.7 40.2

Real GDP (% yoy) 1.2 0.6 -2.6 -1.0 2.6 2.0 2.0

Industrial output (% yoy) 7.1 1.3 -1.1 -0.9 2.3 2.5 2.0

Unemployment rate (avg, %) 7.3 8.2 8.9 10.1 9.8 9.5 9.0

Nominal industrial wages (% yoy) 3.6 2.7 3.7 n.v. n.v. n.v. n.v.

Producer prices (avg, % yoy) 2.0 3.8 1.0 0.3 -1.1 n.v. n.v.

Consumer prices (avg, % yoy) 1.8 1.8 2.6 1.8 0.2 0.1 1.2

Consumer prices (eop, % yoy) 1.9 2.0 2.7 1.5 0.3 0.5 1.2

General budget balance (% of GDP) -5.9 -6.3 -3.8 -14.7 -5.0 -4.0 -3.0

Public debt (% of GDP) 38.6 46.9 54.0 73.0 80.0 82.0 81.0

Current account balance (% of GDP) -0.1 0.4 3.2 6.4 6.1 4.8 4.6

Official FX reserves (EUR bn) 0.8 0.8 0.7 0.7 0.7 0.7 0.7

Gross foreign debt (% of GDP) 112.4 108.8 113.5 110.7 109.6 109.8 109.4

* euro area entry on 1 January 2007
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Slovenia

Growth continues, driven by exports and domestic demand

  Growth in 2014 was mostly export led, but hope for stronger domestic demand this year
  Infl ation to remain slow for the time being, upside on rising energy cost later this year
  Budget consolidation continues on better economic performance – defi cit to fall below 3%
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Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Strong economic growth in 2014 of 2.6% was driven mostly by net exports with a 
contribution of more than 2pp, but also by household demand (+0.3% yoy, after 
three years of decline) and fixed capital investment (+4.8% yoy). GDP growth in 
Q4 2014 was robust as well at 2.4% yoy and +0.3% qoq. That said, both the man-
ufacturing and consumer confidence index are at 7-year highs. As in neighbour-
ing countries, the inflation rate has fallen to almost zero for the average yearly rate 
(yoy avg.) and even into slightly negative territory for the yearly rate (yoy). With 
rising energy prices in H2, the rate should rebound mildly in 2015, but core infla-
tion is likely to stay at record lows, between 0 and 1%. Labour market conditions 
continue to improve, but only slowly: registered unemployment has been falling 
since March 2014, but remains high (13% local, 10% according to Eurostat def-
inition). Budget consolidation is making progress, despite government plans to in-
crease the budget deficit by EUR 500 mn to EUR 1.4 bn in comparison to an ear-
lier plan. In terms of GDP, the government deficit might fall below the 3% Maas-
tricht line in 2015 after the still-high deficit at 5.3% of GDP in 2014. The govern-
ment says that it is still committed to privatisation. There are hopes to sell the second 
largest bank Nova KBM (NKBM), one of the lenders that received state help, and 
to merge state-owned Abanka Vipa and Banka Celje before selling the merged 
group within the next few years.
Slovenia has entered already a good path with strong export-led growth in 2014 
and more balanced growth of around 2% is expected in 2015. Unemployment is 
still high, while the banking sector rescue is still a burden for public finances. On 
a positive note, however, Slovenia’s budget deficit may fall below 3% in 2015 for 
the first time in years. However, large state involvement and poor corporate gov-
ernance are still factors holding back the economy. In this regard, continuous polit-
ical resolve to move forward will be necessary.

Financial analyst: Andreas Schwabe, RBI Vienna
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Back from the recession, but facing stagnation

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 45.0 44.7 44.0 43.6 43.1 42.8 43.9

Real GDP (% yoy) -1.7 -0.3 -2.2 -0.9 -0.4 0.0 1.0

Industrial output (% yoy) -1.4 -1.2 -5.5 -1.8 1.2 1.5 2.5

Unemployment rate (avg, %) 11.6 13.7 15.9 17.3 17.1 17.0 16.9

Nominal industrial wages (% yoy) 0.0 1.3 1.9 1.7 1.5 1.5 1.8

Producer prices (avg, % yoy) 4.3 6.4 7.0 0.5 -2.7 -2.5 2.2

Consumer prices (avg, % yoy) 1.1 2.3 3.4 2.2 -0.2 0.2 1.4

Consumer prices (eop, % yoy) 1.8 2.1 4.7 0.3 -0.5 0.5 1.8

General budget balance (% of GDP) -6.0 -7.7 -5.6 -5.2 -5.1 -5.4 -4.5

Public debt (% of GDP) 52.8 59.9 64.5 75.9 80.1 85.9 89.0

Current account balance (% of GDP) -1.1 -0.8 -0.1 0.8 0.7 0.4 0.7

Official FX reserves (EUR bn) 10.7 11.2 11.2 12.9 12.7 12.6 12.7

Gross foreign debt (% of GDP) 104.2 103.7 103.0 105.3 108.4 110.1 108.1

EUR/HRK (avg) 7.29 7.43 7.52 7.58 7.63 7.66 7.69

USD/HRK (avg) 5.50 5.35 5.85 5.71 5.76 7.37 7.47

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  End of a long-lasting recession, but poor prospects for recovery
  Election year – highest risk for solving structural problems and fi scal consolidation
  ECB policy currently the best friend of Croatian debt
  EUR/HRK up, yields at historical lows

Croatia

Economic outlook
The pace of contraction abated over the course of 2014, bringing the overall fall 
in real GDP to -0.4 %. At the same time, this also confirmed that Croatia has been 
trapped in recession for the sixth year in a row. Cumulatively, in the period 2008-
2014 Croatia lost around 12.5% of its real GDP, thus returning to the 2005 level. 
The recession is expected to come to an end in 2015, but the economic outlook 
remains bleak. Moreover, we do not see any return to a path of sustainable recov-
ery and growth rates which could lead to new employment. The estimated stagna-
tion in economic activity is burdened by the depressed domestic demand gener-
ated by the extremely weak labour market. Despite the depth of the recession and 
the loss of more than 200K jobs (13% of overall employment), Croatia has not 
yet profited from the opportunity to restructure towards higher productivity. In ad-
dition, the unfavourable business environment (high administrative and para-fiscal 
burdens together with the relatively huge size of public sector and its involvement 
in the market) represents a major drag on the adjustment capacity of the econ-
omy. Finally, the gloomy picture is tempered by continued growth in exports, both 
in goods and services. A positive surprise might come from the stronger invest-
ment activity in the public sector, due to the fact that this is an election year. The 
latter aspects represent a real threat to the consolidation in public finances, which 
is necessary to reduce budget deficit to the acceptable levels and curb unsustaina-
ble public debt growth. The process of internal devaluation is bearing some fruits, 
specifically in terms of external rebalancing as the C/A will remain modestly in 
surplus, and gross external debt is supposed to remain stable. However, the lower 
external vulnerability relies more on sluggish imports (rather than an expansion of 
exports) and further deleveraging in parts of the private sector. In addition, tighter 
lending terms will remain in place limiting the recovery of domestic demand, 
which – together with the external factors – will contribute to the lack of any infla-
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Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
HRK 7.65 7.63 7.68 7.72 7.70

Cons. 7.65 7.65 7.65 7.65

USD/
HRK 7.00 7.40 7.68 8.12 8.11

Cons. 6.94 6.98 7.02 7.05
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

2y T-bond2 2.25 2.3 2.5 2.5 2.9

Consensus n.v. n.v. n.v. n.v.

5y T-bond2 2.43 2.7 2.8 2.8 3.2
7y T-bond2 2.96 3.4 3.5 3.5 3.8

Consensus n.v. n.v. n.v. n.v.
1 5:00 p.m. (CET) 2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

1 month2 0.86 1.02 1.15 1.00 1.05

3 month2 1.09 1.20 1.25 1.20 1.25

Consensus n.v. n.v. n.v. n.v. n.v.

6 month2 1.29 1.40 1.46 1.50 1.50

12 month2 1.80 1.90 1.95 2.00 2.00
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

tionary pressures. The financial sector will remain strong and well-capitalised, but 
there is little chance of substantial growth, due to high NPLs and challenges asso-
ciated with the state’s intervention in the economy (CHF loans).

Financial market outlook
Financial markets did not bring any surprises at the beginning of the year. The 
Ministry of Finance continued to reduce Croatia’s FCY exposure by channelling 
liabilities from EUR-linked T-bills to pure HRK T-bills. Although interest in short-
term government securities decreased, yields are still at historical lows, with the 
same scenario likely to continue throughout the first half of the year. Due to the 
lack of attractive investment opportunities and weak demand for loans, the sur-
plus of kuna liquidity will again provide the government with cheap sources of fi-
nance in the first half of 2015 through T-bill issues. In the meantime, due to the 
well-known factors (lack of economic recovery, continued deleveraging in most 
sectors, fiscal risks and increased bank provisions, as well as the usual corporate 
demand for FCY), EUR/HRK reached the highest levels in the past eleven years. 
Once again, the CNB confirmed its commitment to a stable FX policy by interven-
ing on the FX market. Such a policy will definitely remain in place in the upcom-
ing quarters. As the early tourist season draws closer, demand for domestic cur-
rency should pick up. However, as was seen last year, seasonal exchange rate 
movements might be less pronounced. Again, as in 2014, market developments 
may  depend largely on the positioning of market participants, especially institu-
tional investors. As a reminder, last year the opening/closing of forward agree-
ments by institutional investors largely limited seasonal oscillations in the EUR/
HRK exchange rate. Stronger HRK appreciation might also be muted as we ex-
pect to see FCY demand for dividend payments (predominantly in the financial 
sector). Eventually, given that a EUR-linked bond falls due early in the third quar-
ter (14 July 2015), we do not exclude the possibility of government borrowing 
at the end Q2 and the beginning of Q3 in the domestic market as well. Govern-
ment activity in the domestic capital market or direct borrowing with financial in-
stitutions is usually followed by strengthening of the domestic currency. However, 
when and in which amount the government will tap the capital market is a guess-
ing game because of the low level of fiscal transparency (the data on budget ex-
ecution are missing and there is no issuance calendar at all). The relatively high 
yield, limited supply of EUR paper and the ECB policy support the Croatian Eu-
robond as investors continue to search for higher returns. Nevertheless, any pos-
sible temporary and/or new insecurity or instability in the market will first hit the 
most vulnerable countries with weak fundamentals such as Croatia. Global de-
velopments usually spill over to the domestic market, but with a certain time lag. 
Still, local bonds are exposed to lower volatility and are supported by healthy de-
mand from domestic institutional investors, especially pension funds.

Financial analyst: Zrinka Živkoviæ Matijeviæ, Raiffeisenbank Austria d.d., Zagreb
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Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Households show improving spending appetite

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 126.8 133.3 133.9 144.3 150.6 158.9 170.1

Real GDP (% yoy) -0.8 1.1 0.6 3.4 2.9 3.0 3.0

Industrial output (% yoy) 5.5 7.5 2.4 7.9 6.1 4.5 4.5

Unemployment rate (avg, %) 7.0 7.2 6.8 7.1 6.8 6.6 6.5

Nominal industrial wages (% yoy) 8.3 6.7 4.6 4.2 6.5 6.5 5.5

Producer prices (avg, % yoy) 4.4 7.1 5.4 2.1 -0.1 0.0 2.5

Consumer prices (avg, % yoy) 6.1 5.8 3.3 4.0 1.1 1.0 2.4

Consumer prices (eop, % yoy) 8.0 3.1 5.0 1.6 0.8 2.0 2.8

General budget balance (% of GDP) -6.6 -5.5 -3.0 -2.2 -1.8 -2.3 -2.3

Public debt (% of GDP) 29.9 34.2 37.3 37.9 39.6 40.0 40.1

Current account balance (% of GDP) -4.6 -4.6 -4.5 -0.8 -0.5 -1.5 -2.0

Official FX reserves (EUR bn) 32.4 33.2 31.2 32.5 32.2 32.5 33.5

Gross foreign debt (% of GDP) 73.8 74.9 75.3 68.0 62.6 59.8 58.2

EUR/RON (avg) 4.21 4.24 4.46 4.42 4.44 4.44 4.40

USD/RON (avg) 3.18 3.05 3.47 3.33 3.35 4.27 4.27

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  Private consumption and investments to support further GDP growth in 2015
  Finance Ministry aims for extensive fi scal relaxation measures starting in 2016
  Prudent monetary policy stance should prevail and base rate to stay at 2.0%
  RON yield curve to remain well anchored until Fed spillovers push yields upwards

Economic outlook
Real GDP remained on an upward trend in Q4 2014 (0.5% qoq and 2.6% yoy), 
while its advance in 2014 (+2.9%) outpaced our expectations (2.5%). Private con-
sumption (2.4% qoq) was the only driver of GDP growth in Q4. We expect real 
GDP to keep growing in the coming quarters and to expand by around 3.0% in 
2015, assuming a close-to-normal agricultural year. Domestic demand should re-
main the main driver of GDP growth in 2015, although exports should increase as 
well. 2015 started on the right foot as short-term indicators (industrial output, ex-
ports, retail sales, consumer confidence) all reflected a positive dynamics in Jan-
uary. Improving real disposable income bodes well for household sentiment and 
propensity to consume. Accordingly, we expect private consumption to support 
GDP growth in Q1 and in 2015. Private companies also have incentives to ex-
pand investments in the upcoming period: the strengthening pace of economic re-
covery, low borrowing costs, increasing external demand, and no taxation of prof-
its that are re-invested in equipment. The government is expected to increase the 
absorption of EU funds in 2015 because this is the last year when allocations in 
the EU budget for 2007-2013 can be used.
The government approved a draft of a new Fiscal Code that envisaged extensive 
fiscal relation measures to be implemented starting 2016. Measures planned for 
2016 (cut of VAT rate from 24% to 20% and to 9% for meat, fish, fruits, vegeta-
bles, a reduction of excises, elimination of tax on special constructions and on div-
idends) were estimated to result in a net loss in revenues for public budget of 0.9% 
of GDP, but the Finance Ministry has not explained how this will be accommodated 
(decrease of expenses, increase of deficit target or of some taxes). We expect that 
the final version of the fiscal code which is passed into law by Parliament will not 
contain all of the measures. Representatives of the IMF and EC were not probably 
aware of all these measures in February when deciding not to offer a green light 
for the review of existing precautionary agreements.
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Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
RON 4.41 4.45 4.45 4.40 4.40

Cons. 4.46 4.40 4.45 4.40

USD/
RON 4.04 4.32 4.45 4.63 4.63

Cons. 4.14 4.20 4.26 4.29
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

Key rate 2.25 2.00 2.00 2.00 2.00

Consensus 2.00 2.00 2.05 2.20

1 month2 0.40 0.70 1.00 1.30 1.40

3 month2 0.84 1.10 1.30 1.40 1.50

Consensus 1.49 1.63 1.81 2.04

6 month2 0.92 0.95 1.15 1.25 1.30

12 month2 0.98 1.15 1.25 1.25 1.35
1 5:00 p.m. (CET) 2 Bid rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

2y T-bond2 1.60 1.6 1.7 1.8 2.0

Consensus n.v. n.v. n.v. n.v.

5y T-bond2 2.25 2.2 2.3 2.5 2.7
10y T-bond2 3.10 2.9 3.0 3.2 3.3

Consensus n.v. n.v. n.v. n.v.
1 5:00 p.m. (CET) 2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
At 0.4% yoy in February, the annual inflation rate was most likely close to its low 
for this year. While still hovering at a depressed level in H1, inflation should em-
bark on an upward trend in H2. Higher figures for annual inflation in H2 2015 
would not reflect an increase in underlying inflation pressures, but rather result 
from the disappearance of the favourable statistical base effects related to disin-
flation in H2 2014. We expect the annual inflation rate to be as high as 2.0% 
at end-2015, a level close to the most recent forecast of the central bank. In our 
view, this infl ation outlook limits the room for the central bank (NBR) to cut rates 
below 2.0%. With the key rate at 2.0%, the NBR would also preserve a positive 
differential versus the level of key rates in Poland and Hungary where inflation-
ary pressures are lower. As inflation dynamics in Romania are quite sensitive to 
supply-side shocks, not lowering the key rate below 2.0% would be a facet of a 
prudent monetary policy. If the sentiment of foreign investors towards RON as-
sets was to remain positive – which we expect at least for the short term accord-
ing to our baseline scenario as a result of ECB quantitative easing and a surpris-
ingly dovish Fed – the NBR would have room to refrain from sterilising the liquid-
ity surplus existing in the money market. So, at least in Q2, money market interest 
rates might continue to trade at levels below the key rate, which implies a much 
more expansive stance of the monetary policy than that suggested by the level of 
the monetary policy rate. Favourable liquidity conditions in the money market 
should bode well for the short-end of the yield curve, while purchases of euro 
area government securities by the ECB should offer support to the long-end of the 
yield curve. The large liquidity buffer of the Finance Ministry should allow it to re-
strain primary market debt issuance during bad times, helping to avoid creating 
additional upward pressures on yields.
Key risks to our baseline scenario for the local financial markets continue to be 
any change in risk aversion of foreign investors towards CEE assets amid the 
start of monetary policy normalisation by the FED and an increase in domestic 
inflation due to materialisation of hard-to-predict adverse supply-side shocks. The 
Greek issue remains on the table as well with the potential for increased volatil-
ity. We also see risks that the reviews by the IMF and the EC due in April might 
put the existing precautionary agreements officially off-track before their dead-
line in September, but we expect such news to be finally digested by investors.

Financial analysts: Nicolae Covrig, Raiffeisen BANK S.A., Bucharest
Stephan Imre, RBI Vienna
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Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 36.8 40.1 40.9 41.0 42.0 41.2 42.9

Real GDP (% yoy) 0.7 2.0 0.5 1.1 1.7 1.2 2.1

Industrial output (% yoy) 2.0 5.8 -0.4 -0.1 1.9 2.4 3.4

Unemployment rate (avg, %) 10.2 11.3 12.3 12.9 11.4 11.0 10.7

Nominal industrial wages (% yoy) 8.6 10.1 11.5 0.9 0.9 2.4 4.1

Producer prices (avg, % yoy) 8.7 9.4 4.2 -1.4 -1.2 0.5 2.4

Consumer prices (avg, % yoy) 2.4 4.2 3.0 0.9 -1.4 -0.1 2.2

Consumer prices (eop, % yoy) 4.5 2.8 4.2 -1.6 -0.9 0.6 2.0

General budget balance (% of GDP) -4.0 -2.0 -0.4 -1.9 -3.8 -2.8 -2.5

Public debt (% of GDP) 16.2 16.3 18.5 19.0 27.1 29.0 30.0

Current account balance (% of GDP) -1.4 0.1 -0.8 1.8 0.0 -0.5 -0.8

Official FX reserves (EUR bn) 13.0 13.3 15.6 14.4 16.5 18.2 20.2

Gross foreign debt (% of GDP) 100.7 90.5 92.2 90.0 94.2 98.4 96.9

EUR/BGN (avg) 1.96 1.96 1.96 1.96 1.96 1.96 1.96

USD/BGN (avg) 1.48 1.41 1.52 1.47 1.47 1.88 1.90

Source: Thomson Reuters, wiiw, Raiffeisen RESEARCH

In 2014, real GDP grew faster than anticipated, reaching 1.7% yoy on the back 
of strong domestic demand and weaker external demand. As expected, domes-
tic demand was driven by household consumption which grew faster than pro-
jected (+2.4% yoy), thus contributing 1.7 pp to annual growth. Gross fixed capi-
tal formation also rose strongly (+2.8% yoy), supporting GDP growth by 0.6 pp. 
Otherwise, relatively weak exports (+2.2% yoy) resulted in a negative contribu-
tion from net exports (-1.1 pp). To some extent, the banking panic and liquida-
tion of the fourth largest institution in the country, Corporate Commercial Bank, 
shook public confi dence in the sector in 2014, pushing household consumption 
upwards, while stronger public spending in H1 boosted government consump-
tion and gross fixed capital formation.
In 2015, public spending is expected to rise slightly, while the absorption of EU 
funds is forecast to improve signifi cantly. Thus, the lower projected increase in 
household consumption for 2015 (+2.0% yoy) will partially be compensated by 
a larger rise in gross fixed capital formation (+3.1% yoy). Envisaging similar 
export/import dynamics, annual GDP growth of 1.2% is forecasted for 2015. 
The accumulated fi nancial imbalances from the collapse of Corporate Commer-
cial Bank (KTB), once the fourth-largest bank in Bulgaria, might have an impact 
in 2015 and hinder growth. Nevertheless, the problems in the banking system 
caused by KTB and First Investment Bank (third largest) have remained isolated 
and have not affected the stability of the banking sector or the currency board.
Budget execution turned out to be better in 2015 (-2.8% of GDP), due to the 
much more stable political situation in the country and efforts to take advantage 
of favourable conditions for debt issuance on the capital markets. In the mid-term, 
new debt of EUR 8 bn is on the agenda, which will be used for financing budget 
deficits and repaying old debts.

Financial analyst: Emil S. Kalchev, Raiffeisenbank (Bulgaria) EAD, Sofia

  Domestic demand drives economic growth
  Higher export growth on hold
  Defl ation expected to subside
  Higher public debt on the agenda
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Government focusing on state-owned enterprises restructuring

Serbia

  IMF precautionary stand-by deal and ECB QE support EUR/RSD appreciation
  Tamed fi scal risks allow for monetary policy easing
  Solving NPLs as key focus of the NBS
  Financial/corporate restructuring plans for key state-owned enterprises (SOEs) underway
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Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 29.8 33.4 31.7 34.3 33.2 33.7 35.6

Real GDP (% yoy) 1.0 1.4 -1.0 2.6 -1.8 0.0 2.5

Industrial output (% yoy) 2.5 2.1 -2.9 5.5 -6.5 1.5 3.5

Unemployment rate (avg, %) 19.2 23.0 23.9 22.1 22.0 23.0 22.0

Nominal industrial wages (% yoy) 10.0 5.0 1.5 1.5 4.0 5.0 4.0

Producer prices (avg, % yoy) 12.7 14.2 5.6 3.6 1.3 2.0 3.0

Consumer prices (avg, % yoy) 6.3 11.3 7.8 7.8 2.9 2.0 4.0

Consumer prices (eop, % yoy) 10.3 7.0 12.2 2.2 1.7 3.5 4.5

General budget balance (% of GDP) -4.9 -4.8 -6.8 -5.5 -6.6 -6.0 -4.8

Public debt (% of GDP) 43.5 44.2 55.9 58.8 68.8 75.3 78.5

Current account balance (% of GDP) -6.3 -8.6 -11.5 -6.1 -6.0 -5.9 -5.6

Official FX reserves (EUR bn) 10.0 12.1 10.9 11.2 9.9 11.4 12.0

Gross foreign debt (% of GDP) 79.8 72.2 81.1 75.3 78.3 78.3 75.6

EUR/RSD (avg) 103.0 102.0 113.0 113.1 117.3 122.4 125.8

USD/RSD (avg) 77.8 73.3 88.0 85.2 88.5 117.7 122.1

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Apart from FIAT exports, fiscal consolidation and the private sector will contrib-
ute negatively to economic growth, whereas the main bottleneck to economic re-
covery are NPLs (Q2 2014: 23%), due to which banks remain credit risk-averse. 
Therefore, the NBS decided to tackle the NPL issue in 2015 through improve-
ments in the corporate bankruptcy framework and the introduction of p ersonal in-
solvency. EUR/RSD stabilisation is supported by robust risk appetite, after the am-
ple release of liquidity in the European Central Bank’s QE programme and sign-
ing of the IMF deal. However, pressure on the Serbian dinar may last for several 
reasons: the external situation remains uncertain, the US Fed might hike interest 
rates (possibly with a marginal impact on RSD), fiscal reforms are still pending in 
a weak economic environment, and further interest rate cuts (we expect cuts to 
7% in Q2) should be possible.
The groundwork for public sector restructuring is to be established by the end 
of the year, under the auspices of the International Monetary Fund (IMF). This 
work will include public administration streamlining and World Bank/EBRD-led 
fi nancial/corporate restructuring plans for the electric power company Elektro-
privreda Srbije, gas the supplier Srbijagas, the firm Roads of Serbia and the rail-
way company Zeleznice Srbije. Since the reforms will entail certain costs, the 
consolidated budget deficit will only fall moderately in 2015 to 6.0% (2014: 
6.6%), and this decline will be supported by one-off revenue flows, i.e. SOE 
dividend payments, sale of the 4G license, etc. However, public debt will keep 
increasing due to EUR/USD appreciation, the high refinancing needs and the 
Treasury’s reliance on public debt accumulation due to lavish risk appetite for lo-
cal debt. Once privatised, the cabinet will channel the Telekom privatisation re-
ceipts and possible surplus tax revenues into early repayment of the expensive 
public debt.

Financial analyst: Ljiljana Grubic, Raiffeisenbank a.d., Belgrade



30 Please note the risk notifi cations and explanations at the end of this document

-6
-4
-2
0
2
4
6
8

-2
-1
0
1
2
3
4
5

20
10

20
11

20
12

20
13

20
14

20
15

e

20
16

f

Real GDP (% yoy)
Industrial output (% yoy, r.h.s.)

30

35

40

45

50-4

-3

-2

-1

0

20
10

20
11

20
12

20
13

20
14

20
15

e

20
16

f

General budget balance (% of GDP)
Public debt (% of GDP, r.h.s.)

Real GDP (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Budget balance and public debt
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Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 12.7 13.2 13.2 13.4 13.6 14.2 14.9

Real GDP (% yoy) 0.8 1.0 -1.2 2.5 0.5 2.5 3.0

Industrial output (% yoy) 1.6 5.6 -5.2 6.7 0.1 6.5 6.0

Unemployment rate (avg, %) 27.2 27.6 28.0 27.5 27.5 26.5 24.0

Nominal industrial wages (% yoy) 2.4 6.8 2.2 -0.5 0.3 3.0 5.0

Producer prices (avg, % yoy) 0.9 3.7 1.9 -1.8 0.0 1.0 2.0

Consumer prices (avg, % yoy) 2.1 3.7 2.1 -0.1 -0.9 1.5 2.5

Consumer prices (eop, % yoy) 3.1 3.1 1.8 -1.2 0.0 2.0 2.6

General budget balance (% of GDP) -2.5 -1.3 -2.0 -2.2 -3.8 -2.5 -2.0

Public debt (% of GDP) 38.3 38.9 39.7 41.5 45.0 44.6 42.5

Current account balance (% of GDP) -6.1 -9.7 -9.3 -6.0 -9.6 -8.5 -7.4

Official FX reserves (EUR bn) 3.3 3.3 3.3 3.6 4.0 4.1 4.3

Gross foreign debt (% of GDP) 57.3 66.8 63.1 62.5 66.4 63.6 58.3

EUR/BAM (avg) 1.96 1.96 1.96 1.96 1.96 1.96 1.96

USD/BAM (avg) 1.48 1.41 1.52 1.47 1.47 1.88 1.90

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

B&H managed to escape the recession in 2014, despite the natural disaster 
which impacted the economy in May 2014 as heavy floods resulted in GDP con-
traction of 14.8% in direct damages and losses. Even though official GDP figures 
for 2014 are not expected before May 2015, available data for whole 2014 
(industry, export, retail sales) confirm that our forecast for GDP output growth of 
0.5% in 2014 is very well supported.
The first macroeconomic indicators fo r 2015 showed that this year started off on 
the wrong foot, with most of the economic drivers in negative territory. Specifi-
cally, in the first month of 2015 exports of goods saw a decline of 1.3% yoy, im-
ports of goods dropped by 2.8%, and industrial production fell 1.3% yoy, while 
the consumer price index dropped by 0.9% yoy. However, this negative eco-
nomic performance early in the year should be temporary and does not change 
the overall economic projections at all. Accordingly, we anticipate a strong coun-
termove in course of the year, resulting in overall economic output expanding by 
2.5% yoy. Even though we expect that all GDP categories will contribute pos-
itively to economic growth this year, the strongest boost will come from gross 
fixed capital formation (6.0% yoy), driven by the infrastructure projects in the 
country and electro-cycle investments, along with exports of goods and services 
(7.5% yoy), which will benefit from the improved external environment in the 
euro area. Furthermore, the expected decline in the unemployment rate to 26.5% 
and growth in salaries (3.0% yoy) will lead to notable expansion of household 
consumption by 2.0% yoy.
Furthermore, the EU initiative for B&H which implies economic and structural re-
forms (which was signed by all political leaders in the country), leading to the 
SAA for B&H to enter into force, could bring additional potential for the eco-
nomic growth in 2015.

Financial analyst: Srebrenko Fatusic, Raiffeisen BANK d.d., Sarajevo

Political uncertainty fading

Bosnia and Herzegovina

  Investments and exports to boost the economy in 2015
  Economic slowdown in early 2015 merely temporary
  All GDP categories should contribute positively to overall growth
  Positive political developments (EU initiative and SAA) may add to economic growth potential
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On the road to recovery

Albania

  Economic growth recovering at moderate level of 3.0%
  Albania once again in the market with the roll-over of the EUR 300 mn Eurobond in November
  Public debt should start on a downward trend in 2015
  Local elections to be held in June 2015
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Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 8.9 9.4 9.7 9.8 10.4 11.0 11.8

Real GDP (% yoy) 3.7 2.6 1.6 0.4 2.0 3.0 4.0

Industrial output (% yoy) 2.0 9.6 2.8 2.4 3.0 3.0 3.5

Unemployment rate (avg, %) 13.5 14.0 13.3 17.0 18.0 17.0 15.0

Nominal industrial wages (% yoy) 8.0 8.0 8.0 8.0 8.0 8.0 3.0

Producer prices (avg, % yoy) 0.2 2.6 1.1 -0.4 -0.5 1.0 2.0

Consumer prices (avg, % yoy) 4.0 3.5 2.0 1.9 1.6 1.8 2.8

Consumer prices (eop, % yoy) 3.5 1.7 2.4 1.9 0.7 2.0 3.0

General budget balance (% of GDP) -5.7 -3.5 -3.4 -6.0 -6.6 -4.5 -3.5

Public debt (% of GDP) 59.5 59.4 61.5 68.0 72.0 70.0 69.0

Current account balance (% of GDP) -10.8 -11.8 -9.3 -10.4 -10.2 -10.5 -10.0

Official FX reserves (EUR bn) 1.9 1.9 1.9 1.9 1.9 1.9 2.0

Gross foreign debt (% of GDP) 24.7 24.5 25.8 28.2 28.5 29.3 30.9

EUR/ALL (avg) 137.8 140.4 139.0 140.3 140.0 140.1 139.9

USD/ALL (avg) 104.1 100.9 108.2 105.7 105.5 134.7 135.8

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

In 2015, GDP growth is expected to speed up to around 3%, based on a mod-
erate revival in domestic demand, increased FDI and the accommodating mon-
etary policy. The energy sector, which has been a key growth driver in recent 
years, is expected to decelerate as oil extraction and production will be neg-
atively impacted by the lower oil prices in international markets. Large invest-
ments such as gas project TAP, Devolli hydropower and  the Arber road construc-
tion should start and the investment volume of these projects alone is estimated at 
around EUR 1.2 bn over the next four years.
The inflation level is expected to be near the bottom level of the 2-4% target 
range, as the moderate domestic demand revival should be partially neutralised 
by decreased import prices. Therefore, it is expected that the Bank of Albania 
will maintain an expansionary monetary policy for 2015 as well. The base inter-
est rate is actually at an all-time low of 2.0%.
Fiscal consolidation, energy sector and pension reforms resulted in a better-than-
expected budget deficit ratio at around 5.0% of GDP, versus 6.6% of GDP which 
was forecasted for 2014. The public debt is expected to have reached a peak in 
2014 at 71.0% of GDP and is expected to start declining in 2015 as reform re-
sults have started to kick in. The government is committed to lowering the public 
debt-to-GDP ratio to a challenging 60% of GDP by 2018.
In late November 2015, the Albanian Eurobond EUR 300 mn will mature and the 
government will most likely enter the markets again, favoured by EU Candidacy 
Status and the improvement in the S&P outlook from stable to positive.
Municipal elections will be held by mid-2015. Currently, it appears that political 
tensions will be lower as the opposition has finally accepted entering the elec-
tions with the new administrative distribution (from 373 communes to only 61 
with the new reform).

Financial analyst: Joan Canaj, Raiffeisen Bank Sh.a., Tirana
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Taking matters into their own hands

Kosovo

  Economic growth to be generated by investments
  Consumption to profi t from increased salaries
  New coalition government approved in December 2014
  Establishments of Special Court and Kosovo Armed Forces
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Key economic fi gures and forecasts*

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 4.1 4.6 4.7 4.9 5.1 5.4 5.8

Real GDP (% yoy) 3.9 4.0 2.5 3.4 0.5 2.0 3.0

Unemployment rate (avg, %) 45.1 44.8 30.9 30.0 30.0 31.0 30.5

Producer prices (avg, % yoy) 4.1 4.5 1.9 2.5 1.7 1.0 2.5

Consumer prices (avg, % yoy) 3.5 7.3 2.5 1.8 0.4 0.5 2.0

Consumer prices (eop, % yoy) 6.6 3.6 3.7 0.5 -0.4 1.0 2.5

General budget balance (% of GDP) -2.6 -2.9 -2.7 -2.7 -2.0 -2.0 -2.0

Public debt (% of GDP) 16.6 15.4 18.0 20.0 22.0 22.0 22.0

Current account balance (% of GDP) -12.6 -14.4 -8.0 -7.0 -7.6 -7.5 -6.5

Official FX reserves (EUR bn) 0.7 0.6 1.2 1.4 1.4 1.5 1.5

Gross foreign debt (% of GDP) 17.1 15.8 14.8 14.4 13.7 12.9 12.1

* EUR official currency in Kosovo
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic growth in 2015 will be higher than in 2014, which was marked by 
a very disappointing rate, estimated at around 0.5%. In 2015, the economy 
should recover slightly by 2% yoy, which is expected to be generated by domes-
tic demand, especially investments. Growth in public investments will be caused 
by the implementation of projects that were planned and not finished in the previ-
ous year. Furthermore, award of the concession for the Brezovica tourism centre 
a nd the continuation of construction on the Pristina-Skopje highway are expected 
to affect growth in private investment. Private investment might also grow as a 
result of lending activity, which should accelerate due to falling interest rates on 
loans and easing standards for loan approval by the banks. Consumption is pro-
jected to continue growing mainly because of the increase in public sector sal-
aries (salary raises in April 2014 will probably also have an impact in 2015), 
growth in remittances and the expansion of consumer loans. The increase in do-
mestic demand is expected to cause a slight rise in inflation and to also affect 
import growth and consequently boost the current account deficit. Net exports 
should have a negative impact on economic growth which will be attributed to 
domestic demand, which is expected to affect the growth of imports.
In December 2014 a new coalition government has been approved by the par-
liament, ending a political stalemate that has lasted for six months. The new gov-
ernment is headed by Isa Mustafa, leader of the conservative Democratic League 
of Kosovo (LDK), replacing Hashim Thaci, whose Democratic Party of Kosovo 
(PDK) won the June election but fell short of a majority. This is the first time that 
LDK, the second largest political party in Kosovo, takes over the position of the 
Prime Minister of Kosovo. Under the terms of the coalition deal signed between 
the two parties Thaci became foreign minister in Mustafa’s cabinet and will take 
over as president of Kosovo in 2016. 
It is expected that the Special Court will be established; this court will deal with 
the alleged crimes of the Kosovo Liberation Army (KLA, also known as UCK). 
Also, the establishment of the Kosovo Armed Forces (KAF) is expected to take 
place in Q2 2015.

Financial analyst: Arta Kastrati, Raiffeisen Bank Kosovo J.S.C., Pristina
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Cornerstones of an ailing economy

Belarus
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Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 41.6 40.9 49.3 53.8 57.3 56.7 58.2

Real GDP (% yoy) 7.7 5.5 1.7 1.0 1.6 -2.0 1.0

Industrial output (% yoy) 11.7 9.1 5.8 -4.8 1.9 -5.0 1.0

Unemployment rate (avg, %) 0.7 0.6 0.5 0.5 0.5 1.0 1.0

Nominal industrial wages (% yoy) 25.3 59.2 93.8 35.2 20.1 15.0 15.0

Producer prices (avg, % yoy) 13.6 71.4 76.0 13.6 12.8 12.8 10.0

Consumer prices (avg, % yoy) 7.7 53.2 59.2 18.3 18.1 20.0 18.0

Consumer prices (eop, % yoy) 9.9 108.7 21.8 16.5 16.2 23.0 16.0

General budget balance (% of GDP) -2.6 2.1 0.5 0.2 1.0 -1.0 0.0

Public debt (% of GDP) 23.3 48.5 31.3 32.5 34.1 40.6 39.4

Current account balance (% of GDP) -15.0 -9.0 -2.9 -10.2 -6.6 -2.5 -3.3

Official FX reserves (EUR bn) 2.6 4.6 4.4 3.6 2.8 2.8 2.6

Gross foreign debt (% of GDP) 51.0 64.1 51.9 52.7 57.8 74.4 60.1

EUR/BYR (avg) 3953 7220 10747 11834 13597 16263 19364

USD/BYR (avg) 2981 5218 8360 8906 10250 15638 18800

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

The Belarusian economy ended last year with 1.6% yoy GDP growth against 1% 
yoy in 2013. This slightly stronger economic activity was based on higher potash 
exports, still positive household consumption, less demand for intermediary non-
energy imports and modest growth in industrial output (1.9% yoy increase). Im-
port contraction resulted in C/A balance improvement, as the deficit narrowed 
from USD 7.6 bn (10.4% of GDP) in 2013 to USD 5.1 bn (6.7% of GDP) in 2014. 
For this year, we expect negative growth dynamics, i.e. GDP contraction of 2% 
yoy, but there is a possibility of recovery by 1% in 2016 together with long-term 
growth at 2-3% yoy. Weak GDP performance due to the economic slump in Rus-
sia might lead to further deceleration in real wages, which together with high in-
flationary and devaluation pressures will result in falling household consumption.
At the end of 2014, the policy approach of smooth, predictable BYR depreci-
ation was challenged by sharp RUB weakening and high devaluation expecta-
tions among the population. Introduction of FX and capital control measures by 
the central bank (i.e. key interest rate hike by 500bp to 25%, increased manda-
tory sale of FX revenues of exporters, etc.) had an effect and the FX market has 
calmed down. At the same time, a number of threats remain on the agenda. They 
include USD 4 bn repayments on public debt and the low level of FX reserves of 
USD 4.7 bn. Moreover, given the fact that RUB and UAH have shed much more 
of their value against USD than BYR in 2014, we should expect further weaken-
ing of the Belarusian currency this year. Therefore, we revised our forecast for a 
more profound BYR depreciation in 2015. We project that in order to keep the Be-
larusian currency stable, it is necessary to balance the external accounts, which 
may require additional financial support from Russia.

Financial analyst: Mariya Keda, Priorbank Open Joint-Stock Company, Minsk

  Stable economic growth in 2014, due to revival of potash exports, industrial output and improvement in the trade balance
  GDP contraction expected in 2015, followed by a mild rebound in 2016
  BYR depreciation to continue, exposed to infl ationary pressures and weak FX liquidity
  Public debt repayments to be partially covered by new loans
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Forecast
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Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 1149.2 1359.7 1547.8 1556.8 1384.2 1166.4 1188.3

Real GDP (% yoy) 4.5 4.3 3.4 1.3 0.6 -4.0 0.5

Industrial output (% yoy) 8.2 4.7 2.6 0.3 1.7 -4.0 1.0

Unemployment rate (avg, %) 7.5 6.6 5.7 5.6 5.3 7.0 7.0

Average gross wages (% yoy) 12.4 11.5 13.9 12.5 9.0 7.0 7.0

Producer prices (avg, % yoy) 16.7 12.0 5.1 3.7 6.5 5.5 4.5

Consumer prices (avg, % yoy) 6.9 8.5 5.1 6.8 7.8 16.5 11.0

Consumer prices (eop, % yoy) 8.8 6.1 6.6 6.5 11.4 13.5 8.0

General budget balance (% of GDP) -3.5 1.6 0.4 -1.0 -1.0 -3.2 -2.0

Public debt (% of GDP) 9.3 9.8 10.5 11.3 11.5 12.5 13.5

Current account balance (% of GDP) 4.4 5.1 3.6 1.6 3.5 5.0 3.5

Official FX reserves (EUR bn) 331.0 349.7 369.1 342.9 280.5 296.0 204.0

Gross foreign debt (% of GDP) 31.8 30.7 31.3 34.0 35.8 49.0 34.4

EUR/RUB (avg) 40.3 40.9 39.9 42.3 51.0 67.2 73.2

USD/RUB (avg) 30.4 29.4 31.1 31.9 38.6 64.6 71.1

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook
We expect a 4% decline in real GDP in 2015, mainly driven by the oil price 
slump from an average of USD 100/bbl in 2014 to USD 60/bbl in 2015. Fur-
thermore, the impact of sanctions will last into 2015, and negative pressure on 
the financial and real sector is very likely to intensify. Major factors behind the 
GDP drop include both a deep contraction in capital investments (including re-
duction in inventories) and a slump in household demand. Although we expect 
import substitution in several industries (the first signs are seen in the food seg-
ment and textile production), we estimate that its positive effect will be rather lim-
ited. RUB devaluation mainly stimulates production in industries focused on inter-
nal demand, while its effect on export-oriented segments is expected to be rather 
mild. While we do not rule out some growth in nominal wages (partial indexa-
tion), we expect real wages to decline resulting in a considerable deterioration 
of households’ purchasing power. Despite monetary policy tightening in 2014, 
we think that inflation will remain high in 2015 (peaking at around 18% by mid-
2015 with gradual deceleration by year-end). We estimate that the pass-through 
impact from RUB depreciation will mostly be seen in H1 2015. The effect of the 
food import ban on CPI is prolonged and is spread over the rising cost of logis-
tics and cost of food supply substitution, but will gradually decrease over 2015. 
The risks are concentrated in the non-food and services segments, as they are un-
der pressure of secondary inflationary effects arising from devaluation expecta-
tions and increasing costs for companies. After the sharp hike in the key rate in 
December 2014, the regulator cut the key rate by 200bp in January 2015 and 
by 100bp in March (now at 14%). Although we expect that no pronounced de-
celeration of CPI will be seen earlier than H2 2015, it seems that the CBR will 
continue with rate cuts in H1 2015, as the balance of risks for the regulator is still 
shifted towards economic slowdown.

Panic over, but lasting pain

  Recession caused by lower oil and sanctions to hit consumers and investment
  Infl ation to peak at mid-year, but to return to 13-14% by year-end, if the rouble holds
  Recent RUB stabilisation should be followed by more depreciation, due to the unsupportive environment
  Interest rate cuts to continue, unless RUB depreciation accelerates and CBR pauses rate cuts

Forecast
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Russia

Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
RUB 63.10 67.5 66.5 69.8 68.4

Cons. 70.2 71.3 71.2 68.3

USD/
RUB 57.78 65.5 66.5 73.5 72.0

Cons. 65.0 67.0 68.5 65.5
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
After the severe drop of the rouble in 2014 and early 2015, USD/RUB re-
bounded 12.5% in February 2015, supported by rising oil prices. More aston-
ishing was the stability of the rouble afterwards when in March the oil price fal-
tered again, leading to some short-term decoupling of RUB and the oil price. But 
in our view this recent stabilisation of the rouble should be seen as a technical 
support after exaggerated weakening in previous months rather than a funda-
mental change in the RUB environment. We continue to see depreciation risks 
dominating for RUB going forward, driven by an economy in recession, pro-
longed sanctions that cut off state-held companies from refinancing, the uncer-
tainties regarding the Ukraine conflict and a persistently low oil price. In partic-
ular, hopes for an earlier end to sanctions proved to be premature. Additionally, 
the interest rate cuts by the Russian central bank and on top of this interest rate 
hike(s) in the USA starting possibly in mid-2015 would contribute to pressure on 
RUB as well. Taking all of this into account, we would project the rouble to re-
turn towards a depreciation trend against USD in the coming months, albeit at 
a more moderate pace and with less volatility compared to the previous months.
In January-March, 2015 OFZs demonstrated remarkable price growth sup-
ported by strong expectations of aggressive key rate cuts and a stabilising RUB. 
Yields on 10y OFZs are down by 122bp when writing this report and the curve 
became much less inverse (10y-2y spread narrowed considerably from -230bp 
to -40bp). After another key rate in March by 100bp, the CBR’s first deputy com-
mented that 14.00% is still a very high rate for the economy as nominal yields 
are much higher than the expected inflationary risks (CPI is forecasted at 9% 
yoy in March, 2016). Therefore, we expect the CBR to continue monetary eas-
ing unless RUB depreciates as a result of either a notable oil price drop or ge-
opolitical tensions/new sanctions, which both are not our baseline case. As a 
result, the OFZ curve is likely to return to a normal shape with the fall in yields 
on short-dated OFZs outperforming the long-end. We recommend entering into 
OFZ yield curve steepening. Floating OFZs (RUONIA + margin), which MinFin 
started to offer at the auctions this year, are enjoying high demand mainly from 
local banks. According to our estimates, a swap of floaters into fixed yield brings 
a significant premium (170 bp) over fixed-coupon OFZs. Thus, to get extra yield 
we recommend buying 3y floating OFZ.

Financial analysts: Maria Pomelnikova, AO Raiffeisenbank, Moscow
Denis Poryvay, AO Raiffeisenbank, Moscow

Stephan Imre, RBI Vienna

Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

Key rate 14.00 12.00 11.00 11.00 10.00

Consensus 12.9 12.0 11.0 9.7

1 month2 15.41 13.20 12.20 12.20 11.20

3 month2 15.75 13.60 12.60 12.60 11.50

n.v. n.v. n.v. n.v.

6 month2

12 month2 16.14 14.00 13.00 13.00 12.50
1 5:00 p.m. (CET) 2 Bid rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

2y T-bond2 12.48 13.70 12.80 11.30 11.30

Consensus n.v. n.v. n.v. n.v.

5y T-bond2 12.27 14.00 12.80 12.30 12.30
10y T-bond2 12.56 12.80 12.20 12.10 12.10

Consensus n.v. n.v. n.v. n.v.
1 5:00 p.m. (CET) 2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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In the eye of a perfect storm

Budget balance and public debt

Source: Thomson Reuters, Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 102.4 116.9 135.2 135.3 98.1 76.1 69.3

Real GDP (% yoy) 4.1 5.5 0.2 0.2 -6.8 -5.5 0.5

Industrial output (% yoy) 11.2 7.6 -1.0 -4.0 -10.7 -7.0 0.0

Unemployment rate (avg, %) 8.1 7.9 7.5 7.5 8.5 10.5 10.5

Nominal industrial wages (% yoy) 21.9 20.9 15.0 8.0 2.0 0.0 7.0

Producer prices (avg, % yoy) 20.9 19.0 3.6 -0.1 17.7 27.5 14.0

Consumer prices (avg, % yoy) 9.4 8.0 0.6 -0.2 12.1 35.0 25.0

Consumer prices (eop, % yoy) 9.1 4.6 -0.2 0.5 24.9 30.0 20.0

General budget balance (% of GDP) -7.5 -4.3 -5.5 -6.7 -11.0 -7.0 -5.5

Public debt (% of GDP) 40.0 36.0 36.8 40.3 70.0 105.0 104.0

Current account balance (% of GDP) -2.2 -6.3 -8.5 -9.0 -4.0 -1.0 -0.8

Official FX reserves (EUR bn) 26.1 22.8 19.1 15.4 5.7 10.0 12.0

Gross foreign debt (% of GDP) 86.4 77.6 76.5 79.3 107.4 153.9 258.5

EUR/UAH (avg) 10.5 11.1 10.4 10.8 15.9 25.3 34.9

USD/UAH (avg) 7.9 8.0 8.1 8.2 12.0 24.3 33.9

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook 
The military conflict in Donbass is still ongoing, although some fragile hopes for a 
political resolution appeared thanks to the agreement reached in Minsk in early 
February by the leaders of Ukraine, Russia, Germany and France. Essentially, the 
agreement outlines the way out of the current deadlock, envisaging a ceasefire, 
removal of heavy weapons, local elections in the areas of Donbass controlled 
by the separatists, complemented by greater political and economic autonomy 
for the region and constitutional reform in Ukraine. Some points of the agree-
ment (such as the ceasefire, prisoner swap and removal of heavy weapons) have 
been broadly met so far, but its sustainability remains very fragile. So far, Rus-
sia has managed to inflict significant military and economic damage on Ukraine 
but failed to change the political direction of the country, and thus further pres-
sure (military and economic) is likely to be applied. On the other side, any fur-
ther significant move by the Kremlin might result in additional sanctions being im-
posed by the US and EU. So, the situation in general remains extremely fl uid 
and unpredictable. On the domestic political front, the coalition formed after the 
parliamentary elections last fall is holding together relatively well, recently man-
aging to approve smoothly the legislation required by the IMF. At the same time, 
despite some positive steps in certain areas (banking supervision, deregulation, 
public procurement), overall progress with the badly needed reforms remains dis-
appointingly slow, especially in vital areas, such as customs, tax administration, 
court system, etc.
Economic performance has been deteriorating, reflecting the escalation of the 
military conflict, slow progress with key reforms and delays in external help dis-
bursement. The GDP slump deepened to 15.2% yoy in Q4, implying contraction 
of nearly 7% in the economy in 2014. Inflation shot up to 25% last year amidst 
upward tariff adjustments and massive UAH devaluation. On the other side, C/A 

  No resolution to the military stand-off in Donbass in the near future
  Economy in dire straits amid military confl ict and reform procrastination
  External support by IMF package etc. has been ensured, but might not be enough
  Domestic reforms are a must, but alleviation of military risks is also required

Ukraine
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Ukraine

Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
UAH 25.36 23.69 28.00 28.50 30.40

Cons. 25.30 22.54 19.76 19.71

USD/
UAH 23.23 23.00 28.00 30.00 32.00

Cons. 23.00 23.00 23.00 20.75
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

deficit shrank from 9.1% of GDP in 2013 to 4% in 2014, primarily thanks to a 
27.4% nosedive in imports. At the same time, despite the huge boost in the com-
petitiveness, import substitution has been hampered by the elevated security risks 
and poor domestic investment sentiment, while exports were also dampened by 
falling global commodity prices, trade war with Russia and deteriorating eco-
nomic performance of Ukraine’s main trading partners (i.e. Russia and EU). The 
capital account was deep in the red last year as the change of political regime 
and the war in eastern Ukraine prompted a massive capital flight. We expect 
2015 to be extremely tough for the Ukrainian economy with the continued con-
flict in the eastern region, destabilised public expectations and tight financing 
situation. In the baseline scenario, we expect the economy to shrink by at least 
5-7% this year, inflation to remain in the range of 25-30% (amid continued tariff 
adjustments), while the C/A will be close to balanced. However, most of the risks 
to this scenario are weighted to the downside and are mostly related to the pro-
longed military conflict in Donbass and policymakers’ failure to implement deep 
and comprehensive reforms.

Financial Market Outlook
The local currency has been the main victim of the economic and political tur-
moil, losing nearly two thirds of its value against USD since early 2014. The au-
thorities relaxed the exchange rate peg, but tried to limit devaluation by adminis-
trative measures and introducing an indicative rate concept in November of last 
year. However, given further escalation of the conflict in Donbass and a delay in 
external financial support (the country had to survive for six months without IMF 
help amid the delay in government formation in the aftermath of the parliamen-
tary elections), these measures did not prove effective and led to the emergence 
of a thriving grey FX market. As a result, the NBU abandoned the indicative rate 
in February, which led to another round of hryvnia exchange rate adjustment. 
The answer was more administrative controls from the National Bank, supported 
by promises of renewal of FX interventions to smooth exchange rate movements 
once Ukraine gets IMF money. As for the latter, on 11 March IMF Board ap-
proved a 4-year fi nancing programme for Ukraine in a total amount of USD 17.5 
bn (with upfront disbursal of USD 5 bn). The IMF package is to be supplemented 
by funds from supranationals and bilateral donors, bringing total available fi-
nancing to USD 25 bn for 2015-2018. In addition, Ukraine has started the talks 
with creditors and external debt restructuring, which is presumed to bring USD 
15 bn of cash savings over the next four years. The size of the financing pack-
age does not look impressively large and just covers Ukraine’s estimated external 
financing needs. Even though the central bank is likely to manage to keep USD/
UAH stable at 22-23 for the coming months, the above circumstances underpin 
our expectations that during the course of 2015 we could witness renewed de-
preciation pressure for the hryvnia.

Financial analyst: Dmytro Sologub, Raiffeisen Bank Aval Public Joint Stock Company, Kiev

Forecast
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Economic outlook
 In 2014, Turkey’s economy performed slightly worse than expected. The Q4 
GDP figure has not yet been released at the time of writing, but GDP growth 
in 2014 likely slowed down to slightly below 3% from 4.1%. This assessment is 
based on cooling sentiment and economic indicators in Q4. In early 2015, the 
situation has not changed much, and Turkish manufacturing sentiment expressed 
in the PMI continues to hover below the neutral level of 50 points, worse than 
in Q4 when it was closer to 52 points. However, one should not be too pessi-
mistic about growth prospects in Turkey, as the easing of monetary policy and 
lower oil prices are supportive factors for the economy this year. Thus, we keep 
our long held projection of 3-4% growth for this year, but we tend to see the 
risks more on the downside. The picture with regard to inflation has finally im-
proved. The inflation rate came down from almost 10% in mid-2014 to 8.2% by 
year-end to 7.5% as of February. We think that the inflation rate might fall to a 
level between 5-6% in 2015 before climbing again towards 7% by December. 
Thus, the yearly average inflation rate in 2015 will be at 6.5%, which is 2.5pp 
below the average in 2014. The current account deficit has further declined. In 
US dollar terms, the gap shrank by 40% in 2014 to USD -43 bn. This level will 
likely be maintained in 2015, which would correspond to ratio of 4.7% of GDP, 
down from peaks of almost 10% of GDP in recent years. The picture of fewer ex-
tremes may allow the Turkish economy to develop along a more balanced path 
in 2015 and could also make the job of the central bank less arduous. However, 
current political pressures on the central bank to follow a more expansionary pol-
icy will likely continue throughout 2015. Risks to the Turkish economy would in-
clude a stronger-than-anticipated surge in the oil price or adverse economic de-
velopments in trade partners such as Russia, in the Middle East and last, but not 
least the EU.

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 549.5 554.7 611.6 618.0 605.0 720.0 766.0

Real GDP (% yoy) 9.2 8.8 2.1 4.1 3.0 3.5 3.5

Industrial output (% yoy) 12.8 10.1 2.5 3.1 3.6 3.0 3.5

Unemployment rate (avg, %) 11.1 9.1 8.4 9.0 9.8 9.5 9.2

Nominal industrial wages (% yoy) 8.0 8.0 6.0 6.0 n.v. n.v. n.v.

Producer prices (avg, % yoy) 8.5 11.1 6.1 4.5 10.0 n.v. n.v.

Consumer prices (avg, % yoy) 8.6 6.5 8.9 7.5 8.9 6.5 6.0

Consumer prices (eop, % yoy) 6.4 10.5 6.1 7.4 8.2 7.2 6.5

General budget balance (% of GDP) -3.7 -0.8 -0.3 -1.6 -1.5 -1.5 -1.5

Public debt (% of GDP) 45.2 39.1 36.2 36.2 35.0 35.0 34.0

Current account balance (% of GDP) -6.2 -9.7 -6.2 -7.9 -5.7 -4.7 -5.7

Official FX reserves (EUR bn) 60.2 60.3 75.8 80.5 n.v. n.v. n.v.

Gross foreign debt (% of GDP) 39.7 42.6 41.9 45.6 55.7 55.0 49.8

EUR/TRY (avg) 2.00 2.34 2.31 2.53 2.90 2.70 2.80

USD/TRY (avg) 1.51 1.68 1.80 1.91 2.19 2.60 2.72

Source: Thomson Reuters, wiiw, Raiffeisen RESEARCH

  Mixed outlook for 2015, probably resulting in growth of around 3-4% with downside risks
  Infl ation and C/A defi cit retuning to less extreme levels, refl ecting rebalancing in the economy
  Turkish central bank likely to continue rate cuts in a measured way if TRY stabilisation works out
  Short-term support from dovish Fed, but Fed tightening to hurt TRY markets considerably 

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Real GDP (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Budget balance and public debt

Less extreme, more balanced development
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Exchange rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

EUR/
TRY 2.79 2.78 2.60 2.52 2.57

Cons. 2.67 2.60 2.49 2.54

USD/
TRY 2.56 2.70 2.60 2.65 2.70

Cons. 2.59 2.60 2.62 2.67
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

Key rate 7.50 7.00 7.00 7.00 7.25

Consensus 6.95 6.95 7.10 7.15

1 month2 10.20 9.80 9.50 9.00 8.50

3 month2 9.80 9.50 9.40 9.00 8.70

Consensus 8.99 8.60 8.77 7.42

6 month2 9.40 9.30 9.20 9.00 8.50

12 month2 9.40 9.30 9.20 9.00 8.50
1 5:00 p.m. (CET) 2 Bid rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16

2y T-bond2 8.25 8.4 8.5 8.7 8.6

Consensus 8.1 7.5 7.4 7.9

5y T-bond2 8.08 7.8 8.1 8.5 8.3
10y T-bond2 8.07 8.0 8.4 9.2 8.9

Consensus 8.1 7.5 7.4 7.6
1 5:00 p.m. (CET) 2 Ask yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
Political risks, some softening in the real economy, speculations about rate cuts, 
armed conflicts in neighbouring countries and the outlook for a tighter US Fed 
policy weighed heavily on TRY in H2 2014 and early 2015. Year-to-date, TRY 
depreciated by about 11% against USD (compared to March 2014 even 16%). 
Although TRY is exposed to external risks, we think that harsh criticism regard-
ing the monetary policy stance of the Turkish central bank (TCMB) and investor 
expectations for rate cuts were the main reasons that TRY has been under pres-
sure. With inflation on a downtrend, expectations for more rate cuts may fuel 
further lira weakness. Besides the political pressure on the TCMB to cut rates, 
political volatility may also continue to weigh on TRY going forward. President 
Erdogan is expecting a comprehensive victory for the AK Party at the parliamen-
tary elections on 7 June 2015, which may allow for constitutional reforms, pav-
ing the way for a presidential system and even more powers for President Er-
dogan, a scenario local and international investors might be worried about. Fur-
thermore, Turkish assets are sensitive to changing expectations on global liquid-
ity tightening. Any concerns that capital flows to Turkey might slow down tend 
to hit the Turkish lira, and a change in the monetary policy stance of the US Fed 
might dampen demand for Turkish assets. In the short term, however, the dovish 
surprise from the Fed, at least in terms of a more limited and more gradual in-
terest rate hike path, lends support to TRY assets in the short term. With rate cuts 
likely to continue in Q2 2015, we would recommend positioning for bull steep-
ening of the TURKGB curve. Apart from elevated volatility due to the data- and 
event-driven US MP outlook, Turkey should be hit hard when US monetary au-
thorities start to become more hawkish again and finally start tightening (in June 
at the earliest). In this respect, the TRY exchange rate is expected to move down-
wards in line with other major emerging market currencies (e.g. ZAR or BRL). Tak-
ing all relevant factors into account, TRY depreciation (against USD) is likely to 
continue in a moderate way, and we have also factored in higher yields follow-
ing a temporary relief rally in Q2 2015, due to our assumptions of significantly 
rising UST yields in the upcoming period. This increases the attractiveness of the 
UST market and could lead to the repatriation of portfolio investments. Overall, 
when compared to the taper tantrum in May 2013, we would not expect such 
extreme losses as a lot of downsides have already been priced in over the last 
few months.

Financial analysts: Martin Stelzeneder, Andreas Schwabe, RBI Vienna
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Sovereign Eurobonds

 Market trends
The more dovish US Fed wording about the magnitude of monetary tightening 
has lent positive impetus to CEE Eurobond market in particular. The start of the 
QE programme by the ECB and the extremely low EUR yields across major de-
veloped markets contribute to the reduction of risk aversion, lowering market vol-
atility as investors increasingly turn to high yielding emerging markets. We al-
ready saw an increase in investor interest in higher risk-reward catapulting de-
mand for smaller SEE sovereigns, as bond spreads for developed CE such as Po-
land dropped to low levels too. Subsequently, we expect the diverging perfor-
mance between the USD and EUR segments of the EMBIG index to yield better 
returns in the EUR currency on the back of the ECB QE efforts, coupled with the 
aggressive policy outlook favouring zero nominal rates. In the USD market, we 
expect a mildly positive performance in Q2 to disappear in Q3, mainly due to 
the re-evaluation of Fed policy risks by the market, whereas the market may see 
some stabilisation only in Q4.

Primary markets
CEE primary markets are likely to boom through Q2 as we already have seen 
more CEE sovereigns seizing the opportunity in March. Q1 issuance was fairly 
small since January-February period saw nearly no issues at all, while QE helped 
to change the situation in March. Still, CEE sovereign placements in Q1 2015 
only reached USD 9.9 bn or 36% of the Q1 2014 levels. Taking into account 
the postponed issuance from Q4 2014 and Q1 2015, we expect a signifi cant in-
crease in CEE sovereign placement volumes in Q2.

Outlook & Strategy
Looking ahead to Q2 2015, we see a few specifi c factors which could be chal-
lenging for the CEE Eurobond market outlook. First and foremost, there is the 
“Russian factor”. Indeed, while the prospects for de-escalation of the situation 
in eastern Ukraine are slowly improving, the same cannot be said about Rus-
sia-West relations. Consequently, the anti-Russian sanctions are likely to remain 
in place for a longer time as evidenced by the decisions of US and EU govern-
ments to prolong sanctions. On a positive note, we see some divergence in the 
West since EU links sanctions to full implementation of the Minsk II, accords, 
while America ties sanctions to Crimea annexation. Another risk factor could be 
the return of “flight to quality” in the case of rising global political and economic 
uncertainty. Thus, the EE region is likely to remain under negative rating pres-
sure while CE countries would see rating improvement and the outlook for SEE is 
likely to change from negative to stable by the end of 2015. In particular, Poland 
and Slovakia may receive single-notch upgrades and, we believe Hungary could 
join them too. In SEE, we could expect outlook stabilisation for Serbia thanks to 
the IMF agreement. On the other hand, Bulgaria could face negative rating pres-
sure, although we would not bet on a rating downgrade in Q2. In EE, we could 
expect the lowering of ratings for Russia by Fitch in April and in Ukraine to SD on 

Guarded optimism as the hallmark of the Q2 outlook

  Diverging performance between the USD and EUR segments should yield better returns in the EUR Eurobonds
  We expect a signifi cant increase in CEE sovereign placement volumes i n Q2
  Performance-wise we move CE to market-weight while increasing SEE to a slight overweight
  Strong discounting of Russian risk in the past may lead to outperformance in Q2
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EMBIG USD index & spreads*

24-Mar Spread value, bp

Index Spread, 
bp

Q/Q* 5y 
min

5y 
max

PL (A-) 595 80 -11 74 361

LT (A-) 169 92 -28 84 493

BG (BB+) 1018 68 0 31 378

RO (BBB-) 146 178 4 141 528

TR* (BBB-) 706 253 27 137 411

HU (BB+) 292 184 -26 149 726

RU (BB+) 895 434 -118 151 702

HR (BB) 146 265 -1 156 657

RS (BB-) 216 283 -26 217 724

BY (B-) 126 1238 215 476 1747

UA (CCC-) 282 4179 1971 393 4179

Europe* 996 375 4 171 485

Africa 881 380 44 183 462

Asia 597 219 5 133 335

Mid East 470 453 46 280 514

Latam 596 514 18 285 587
Global 676 408 13 227 476

Inv.grade 537 244 7 135 324

BB 638 350 23 188 500

B 1061 481 27 377 1099

* TR - Turkey Fitch rating, Europe - CEE, Q/Q - quarter-
on-quarter (latest = cut-off date), 5y - 5-year minimum 
and maximum
Source: Thomson-Reuters, RBI/Raiffeisen RESEARCH
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debt restructuring. Belarus also could suffer from a single-notch downgrade as its 
international liquidity metrics drop to alarmingly low levels.

Performance-wise, we would move CE to market-weight while increasing SEE to 
a slight overweight. Among CEE sovereigns with investment rating, we prefer Po-
land for its strong economic and fiscal management. Recently S&P changed Po-
land’s rating outlook from stable to positive, and we would expect a single-notch 
upgrade by the end of 2015. Meanwhile, we downgrade Hungary from buy to 
hold due to the market outperformance bringing strong spread tightening which 
fully reflects the possibility of a rating upgrade to investment grade. At the same 
time, we continue buying Romania’s EUR issues due to good fundamentals and 
the relative value appeal compared to Hungary.

Perhaps ironically, a strong discounting of Russian risk in the past may lead to 
temporary outperformance in Q2, if the Minsk II agreements are respected by 
all sides. As Russia already lost its investment grade rating, a likely shift to BB+ 
by Fitch would represent a mere technical event. Meanwhile, Russia trades to a 
spread equal to the B or B- ratings, which implies a 4- to 5-notch discount com-
pared to its BB+. For dedicated portfolio investors, we would suggest upgrading 
Russia to market-weight, while for hedge funds and crossover funds we suggest 
a short-term tactical overweight in Russia on a 1-2 month horizon.
The economic and market risks in Turkey may increase, in light of the political 
noise and the danger to the independence of the central bank. Another risk could 
be that investors formerly selling Russia for Turkey may do a reversal trade, which 
would put the Turkish market into stagnation. We keep Turkey at market-weight, 
but are prepared to downgrade it to underweight should our hypothesis about 
the relative value risk become more pronounced. Finally, we maintain a strong 
underweight on Ukraine due to the start of debt restructuring targeting public ex-
ternal debt including Eurobonds of the state and public sector.

Financial analyst: Gintaras Shlizhyus, RBI Vienna

Sovereign Eurobonds

Benchmark Eurobond forecast and performance

Spread Range Spread Range Spread Range

Issue Rating Dur. 24-Mar Jun-15 min. max. Perf. 
(%)

Sep-15 min. max. Perf. 
(%)

Dec-15 min. max. Perf. 
(%)

PL 3% due 23 USD A- 7.2 65 45 38 52 -0.1 63 56 70 -2.1 63 56 70 -2.9

PL 4.5% due 22 EUR A- 6.1 32 12 5 19 1.0 77 70 84 -2.9 77 70 84 -2.9

LT 6.625% due 22 USD A- 5.7 76 55 47 63 0.0 68 60 75 -1.3 68 60 75 -1.9

LT 4.85% due 18 EUR A- 2.7 34 20 15 25 0.3 28 23 33 0.0 28 23 33 0.0

TR 3.25% due 23 USD* BBB- 7.0 198 180 173 187 -0.2 192 186 199 -1.8 192 186 199 -2.5

TR 5.125% due 20 EUR* BBB- 4.5 220 200 193 207 0.8 204 196 211 0.7 204 196 211 0.7

RO 4.375% due 23 USD BBB- 7.1 141 120 112 128 0.0 136 129 144 -1.9 136 129 144 -2.6

RO 4.875% due 19 EUR BBB- 4.2 115 85 74 96 1.2 95 84 105 0.8 95 84 105 0.8

BG 4.25% due 17 EUR BB+ 2.2 101 90 86 94 0.1 96 93 100 0.0 96 93 100 0.0

RU 4.5% due 22 USD BB+ 5.8 339 295 279 311 1.3 303 287 318 0.3 303 287 318 -0.3

HU 5.375% due 23 USD BB+ 6.6 166 150 144 156 -0.4 153 147 159 -1.2 153 147 159 -1.9

HU 3.875% due 20 EUR BB+ 4.6 115 100 95 105 0.6 103 97 108 0.5 103 97 108 0.5

HR 5.5% due 23 USD BB 6.4 255 225 214 236 0.5 253 243 264 -1.9 253 243 264 -2.6

HR 3.875% due 22 EUR BB 6.2 288 270 264 276 0.9 328 321 334 -2.6 328 321 334 -2.6

RS 7.25% due 21 USD BB- 5.2 307 285 277 293 1.0 332 325 340 -2.5 332 325 340 -3.6

BY 8.95% due 18 USD B- 2.4 1314 1300 1295 1305 0.2 1200 1195 1205 1.8 700 695 705 12.6

UA 7.5% due 23 USD CCC- 4.1 2286 3000 2747 3253 -30.3 1500 1247 1753 31.1 950 697 1203 53.3
* USD bond spreads to UST notes, EUR bond spreads to German Bunds, Perf. as cumulative return of gross prices up to forecast horizon, countries sorted by S&P rating, Turkey - Fitch 
rating; Source: Bloomberg, S&P, Fitch, RBI/Raiffeisen RESEARCH

CEE Ratings Direction

rating * RBI view **
CE:
CZ AA-/A1/A+ 

SK A/A2/A+ 

PL A-/A2/A- 

LT A-/Baa1/A- 

SI A-/Baa3/BBB+ 

HU BB+/Ba1/BB+ 

SEE:
RO BBB-/Baa3/BBB- 

BG BB+/Baa2/BBB- 

TR BB+/Baa3/BBB- 

HR BB/Ba1/BB 

RS BB-/B1/B+ 

AL B/B1/n.r. 

BH B/B3/n.r. 

CIS:
RU BB+/Ba1/BBB- 

BY B-/B3/n.r. 

UA CCC-/Caa3/CC 

no change, upgrade possible, down-
grade possible; * rating - S&P/Moody’s/Fitch
** RBI/Raiffeisen RESEARCH view - the likelihood of 
rating change in 3 to 12 months
Source: Rating agencies, RBI/Raiffeisen RESEARCH
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Corporate Eurobonds
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*Data are for Broad Series   
5y average annual return in %: CEMBI Broad Mideast: 
7.3, CEMBI Broad Asia: 6.6, CEMBI Broad: 5.9, CEMBI 
Broad Latin: 5.2,CEMBI Broad RU: 4.9, EMBIG KZ: 
4.8, CEMBI Broad Europe: 4.7, CEMBI Broad KZ: -2.1, 
CEMBI Broad UA: -3.0   
Source: JP Morgan, RBI/Raiffeisen RESEARCH

Russian credits have performed strongly since beginning of the year. So far in 
2015, CEMBI Broad Russia has tightened by around 165bp and booked a to-
tal return of more than 11.7% YTD. The stronger tightening in the CEMBI Broad 
was driven by the major recovery in Russia corporates (-200bp, +8.5% in Febru-
ary). As a result, the wider CEMBI Broad Europe index tightened by more than 
100bp, and delivered a return of 8% since beginning of this year, whereas the 
Ukrainian market was still dragged down and returned -6%.
However, we remain cautious on Russian credits as the Russia-Ukraine confl ict 
coupled with oil price development will remain the key sources of risks for our 
Eurobond market in 2015. Unlike most EM where earnings revision drives per-
formance, in Russia the recovery in Q1 was driven by two factors; the stabilisa-
tion of the oil price (even though at low levels) and the absence of further neg-
ative Russia/Ukraine headlines which supported commodity-related credits. We 
expect the status-quo and sanctions to persist and that the recession in Russia will 
weaken the credit profiles of financials and non-financials.
Banks will remain the key source of funding for local corporates and in turn, 
will rely themselves on funds from the CBR. In 2015, we expect Russian banks 
to show much lower growth rates as result of decreasing capital buffers and a 
more protective stance towards their liquidity position. Through the entire bank-
ing sector, we see asset quality weakening further due to recession, but major 
state-owned banks which benefit from government support in terms of liquidity 
and capital, may be able to post above-average growth rates.
Still, we believe that large Russian credits with solid fundamentals and hard cur-
rency revenues offer opportunities. In the oil and gas sector, the effect of the 
lower oil price is softened by the currency weakness as Russian oil companies 
operate mainly domestically and have most of their operating costs and invest-
ments denominated in RUB. In the near term, sanctions do not have a significant 
impact; however, in the medium term the ongoing sanctions such as the prohibi-
tion of a transfer for technologies will have an impact on the production as Rus-
sian crude produced by hydraulic fracturing (fracking) almost entirely relies on 
foreign equipment. Oil prices will also be a key variable, and Russian oil giants 
have reacted by revising their Brent price forecasts and reducing their capex. Lu-
koil is planning to reduce capex by 10%-15% in 2015, Novatek by 15% and 
also Rosneft sees its USD-denominated capex down by 30% yoy.

Some issuers already took advantage of the currently low bond prices and 
started buyback programmes for their Eurobonds. In Q1 2015, Severstal an-
nounced a tender offer to buy back its 2016 and 2017 Eurobonds for delever-
aging. Vimpelcom also announced a tender to repurchase up to USD 2.1 bn of 
its outstanding USD-denominated Eurobonds. We see the planned debt reduc-
tion as credit positive as it will support the company’s financial metrics and offset 
some of the effects of the deteriorating operating environment of its core market.

EE credits: strong recovery, but headwinds remain
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  Strong recovery among EM credits since beginning of this year
  Market already expected Russia’s downgrade to junk
  Russian credits continue to be volatile
  Large spread movements will depend on geopolitical developments and the oil price
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EM Eurobonds primary market
In 2015, overall EM issuance for the quarter to date (qtd) has amounted to USD 
94 bn, which is 27% less than in Q1 2014. Unsurprisingly, issuance in EE de-
clined significantly to just USD 750 mn (-90% yoy) as the only entity which 
tapped the prim ary market has been the state oil company of the Republic of 
Azerbaijan (SOCAR) which placed a USD-denominated 15y unsecured bond. 
The Eurobond market in Russia has been effectively closed to most Russian is-
suers since the second half of 2014 and Russia has remained frozen out of the 
primary market since the beginning of 2015. Also, CEE issuance continued to 
be subdued and posted a decline of 73% yoy to USD 5.5 bn and Latin Amer-
ica dropped to USD 28 bn (-37% yoy). In 2014, corporate supply from Asia in-
creased significantly, mainly driven by rising supply from Chinese issuers. Chi-
nese banks started to issue Basel III subordinated and hybrid bonds and this is 
likely to remain a component of supply in 2015. However, corporate issuance in 
EM Europe is expected to further decline with Russia remaining out of the primary 
market. Lifting of the sanctions and the subsequent return of Russian issuers could 
significantly increase the supply situation, but this is not our base case for Q2.

Effects of the downgrade to junk
Following the downgrade of the Russian Federation in February to Ba1, Moody´s 
cut the ratings of 14 Russian non-fi nancial corporates to junk and downgraded 
7 Russian major fi nancial institutions. The average ratings of all Russian state-
owned banks are now below investment grade and Gazprom, Lukoil and Ros-
neft have been cut to Ba1, which also dropped their average ratings to HY. 
Sberbank´s EUR-denominated Eurobond SBERRU 3.3524% due in 2019 has 
been added to the BofA Merrill Lynch Euro High Yield Index (HE00) and out-
performed the USD-denominated Eurobond of Sberbank as demand for EUR-de-
nominated bonds increased. EUR-denominated bonds of non-financials have not 
yet been added to the HY index. The downgrade of Russian non-financial corpo-
rates happened two days later and came too late, as a rebalancing of the index 
ends on a “lock-out” date three business days prior to the last business day of the 
month. Thus, we see EUR-denominated bonds of Gazprom to be added to the 
EN00 in April and expect a positive effect on their performance.
In Q2, we see Russian credits remaining volatile with large spread movements 
depending on geopolitical developments and the oil price.

In the oil and gas sector, we recommend focusing on gas producers as they are 
set to benefit from the lower volatility of gas prices. Hence, we stick to the buy 
recommendation on Gazprom where the credit profile is additionally supported 
by the agreed intermediary gas contract with Ukraine and growing business ex-
posure to China. With Lukoil and Rosneft, we retained our sell recommendation 
due to persisting oil price volatility. In the banking sector, we expect that the on-
going deterioration of the operating environment in Russia will further weaken as-
set quality and profitability. The banks are increasingly faced with difficult fund-
ing conditions and rising costs, while the Western capital market sanctions re-
main in place. We believe that Russian banks will continue to be reliant on state 
support and therefore recommend focusing on fundamentally strong names such 
as Sberbank. The railway sector is significantly correlated with industrial pro-
duction, which is trending alongside the Russian economic growth expectations. 
Thus, we still stand back from taking additional exposure in this sector due to the 
ongoing recession in Russia.

Financial analyst: Michael Ballauf, RBI Vienna
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EM corporate bond issuance*

Selected EE Eurobonds

Issuer ISIN Maturity Yield 
in %

Alfa Bank XS0544362972 25/09/2017 6.5

Evraz XS0618905219 27/04/2018 9.0

Gazprom XS0708813810 23/01/2021 7.3

Sberbank XS0799357354 28/06/2019 7.2

VimpelCom XS0587031096 02/02/2021 8.4

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Corporate Eurobonds
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Value matrix*

Domestic business activity 3 (3)

Exports OECD - excl. Eastern 
Europe 2 (3)

Eastern Europe 2 (3)

Asia 2 (2)

Company earnings 2 (3)

Key sectors 3 (3)

Valuation - P/E-ratio 3 (3)

Interest rates / yields 1 (1)

Exchange rates 1 (1)

Foreign equity markets 1 (2)

European liquidity 1 (1)

Technical outlook 1 (2)
1 (4) denotes highly positive (negative) influence on 
the market. All factors are weighted equally.
* expected trend for the next 3 to 6 months
Source: RBI/Raiffeisen RESEARCH, Raiffeisen 
Centrobank

Equity market/Austria

Sector structure of the ATX

Sector Company Weight
Financials CA Immobilien, conwert, Erste Group, Immofinanz, Raiffeisen Bank International, Uniqa, Vienna Insurance Group 22.0%

Industrials Andritz, Flughafen Wien, Oesterreichische Post, Wienerberger, Zumtobel 41.4%

Energy OMV, SBO 12.6%

Basic materials Mayr-Melnhof, Lenzing, RHI, voestalpine 18.7%

Telecom Telekom Austria 2.3%

Utilities Verbund 3.0%
Source: RBI/Raiffeisen RESEARCH, Raiffeisen Centrobank, Vienna Stock Exchange

Following weak performance in 2014, the Austrian stock market has done well 
in 2015 so far. With a gain of around 17%, the ATX is moving in line with its 
Western European peers and has managed better performance than most of the 
stock market indices in the Eastern European countries. Several factors are be-
hind this. In general, Austria’s stock market has certainly profited greatly from the 
improvement in sentiment on the international capital markets which has been 
seen in recent months. This was mostly borne by the improving economic data on 
the euro area, broadly solid corporate results and in particular by the more ag-
gressive monetary policy stance of the ECB. This last factor is also the main rea-
son that liquidity supply on the markets will remain ample, despite the US Fed’s 
increasingly restrictive stance. The at least temporary easing of tensions in east-
ern Ukraine has also helped to reduce risk aversion. 

However, little impetus is expected from the economic performance in Austria in 
the coming months. Stagnation was the overriding aspect of the Austrian econ-
omy in 2014 as well. Indeed, economic output actually even contracted to a 
small degree in the final quarter. The outlook for this year is also subdued. The 
available leading indicators do not point to any acceleration in economic perfor-

mance. Conditions will be helped somewhat by the low 
oil price and the weaker EUR, but we still only project that 
Austrian GDP will expand at a rate of just 0.7% in 2015. 
The situation in Eastern Europe requires a more differen-
tiated approach. While economic performance in the CE 
area can be seen as solid, a tangible contraction is ex-
pected in the EE region this year, due to the weak Rus-
sian economy.

On the corporate front, support has been muted in re-
cent weeks on the whole. In general, the reporting sea-
son was a rather mixed-up affair, as some companies re-
leased preliminary figures and thus the final results only 
had a limited impact. There was also no really clear-cut 
trend in the guidances. Broadly speaking, these suggest 
solid to slightly weaker growth in sales. The weakness of 

Positive performance expected to continue
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Fair value of ATX1 - March 2015

Bond yields (10y)

EY-BY2 0.25% 0.50% 0.75%

7.50% 2,672 2,589 2,510
7.25% 2,761 2,672 2,589
7.00% 2,857 2,761 2,672
6.75% 2,959 2,857 2,761
6.50% 3,068 2,959 2,857
6.25% 3,186 3,068 2,959
6.00% 3,314 3,186 3,068
5.75% 3,452 3,314 3,186
5.50% 3,602 3,452 3,314
5.25% 3,766 3,602 3,452
5.00% 3,945 3,766 3,602
4.75% 4,142 3,945 3,766
4.50% 4,360 4,142 3,945
4.25% 4,602 4,360 4,142

1 based on the expected earnings for 2015/2016 (i.e. 
207.1 index points)
2 earnings yield less bond yield
Source: RBI/Raiffeisen RESEARCH, Raiffeisen 
Centrobank

Valuation and forecasts

24-Mar1 Jun-15 Sep-15 Dec-15 Mar15

12-months forward earnings 207.2 176.6 186.8 197.0 207.1

Bond yield forecast 0.38 0.45 0.45 0.45 0.45

Earnings yield less bond yield (EY-BY) 7.78 6.25 6.75 6.75 7.25

ATX-forecast based on EY-BY 2636 2595 2736 2690

ATX-forecast 2,537.8 2,650 2,600 2,700 2,700

Expected price change 4.4% 2.4% 6.4% 6.4%

Range 2200-2850 2150-2800 2300-2850 2300-2850

P/E based on 12-month forward earnings 12.2 15.0 13.9 13.7 13.0
1 11:59 p.m. (CET); Source: RBI/Raiffeisen RESEARCH, Raiffeisen Centrobank

Earnings yield* less bond yield

* earnings yield = E/P; based on 12-month forward 
earnings
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH, 
Raiffeisen Centrobank
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Equity market/Austria

the euro versus the US dollar should certainly have at least a slightly benign ef-
fect in this regard. Positive effects are anticipated in this respect for companies 
which have sales exposure in US dollar markets. 

Nevertheless, we believe that the development of earnings will be clearly positive 
in 2015. When we say “clearly” we refer to our forecast for an increase of 78% 
at the aggregated level for the ATX companies. While this appears very high at 
first glance, one must keep in mind that there were numerous negative one-off ef-
fects in 2014 in particular. The impacts in the domestic banking sector last year 
are a good example of this, and regulatory conditions continue to be a difficult 
aspect for this sector. As a result, earnings of ATX companies declined by 43%.

Turning to the valuations, it can be stated that the levels are still moderate, de-
spite the increases in prices that have been seen. Against the backdrop of ultra-
low yields for (currently still) risk-free government bonds, we also see the rela-
tive attractiveness of equities versus the bond segment as secure. Based on our 
earnings estimates for 2015, the P/E ratio of the ATX is now at 15.2, meaning 
that this index currently shows a small  discount compared to the DAX or the Euro 
STOXX 50.

Summary
Looking to the months ahead, we expect sustained good conditions for the equity 
segment. In our opinion, the ECB’s monetary policy will make a major contribu-
tion in this regard, as it will continue to supply the capital markets with liquidity. 
As a result, we believe that the hunt for yield will most likely continue. Based on 
this and the expensive valuations in the bond segment, we tend to expect positive 
effects for the stock markets. The ATX should also profit from this, thanks in part to 
its modest valuation and also because, in our opinion, this market will finally be 
able to post rising earnings again this year at the aggregate level. Accordingly, 
we project positive development to continue for the ATX in the second quarter as 
well and thus have a “Buy” recommendation for this market.

Financial analyst: Johannes Mattner, RBI Vienna
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Equity market/CEE

Since beginning of 2015, the performance of CEE equity markets has been quite 
varied: while the CEE markets in Hungary, Poland and the Czech Republic regis-
tered some very positive starts for the year, indices from the SEE region and Tur-
key were much more subdued. The Russian MICEX index, which is denominated 
in RUB, was also able to post a significant gain early in the year, but in our opin-
ion the crisis is certainly not over yet (including sanctions), and problems could 
easily flare up again at any time, generating uncertainty on the market. Speaking 
of uncertainty: the issue of a possible exit from the euro area by Greece is also 
still an unresolved problem, despite all of the political efforts by the EU. We ex-
pect to see a political compromise reached in this issue, and thus we do not take 
into account a Greek exit in our baseline scenario. Investors will be paying close 
attention to the start of the US rate-hike cycle: In light of the latest decisions/state-
ments of the FOMC, we expect the first interest rate hike in June, but the pace of 
prospective increases has been reduced. As there have already been extensive 
discussions about the start of interest rate hikes in the USA, we presume that this 
subject has been mostly discounted in the prices and consequently the negative 
impacts on the equity markets should be limited. Moreover, the ECB’s purchases 
of government bonds are providing additional liquidity, and economic perfor-
mance in Europe, which is crucial for the CEE region, should also continue to ac-
celerate, in part due to the depreciation of the euro. Consequently, we are bull-
ish on European equities in particular, which also includes the CEE region due 
to their economic ties.

Following the extremely strong performance in January and February, the Rus-
sian leading index MICEX took a breather in March. This was driven by the re-
bound in the oil price on the one hand, and the ceasefire as part of the Minsk II 
Agreement on the other. Even though it is a fundamentally positive development 
that the Minsk II Agreement was reached, implementation looks to be a difficult 
task. The question as to whether and to what extent the EU sanctions against Rus-
sia will be extended or eased probably hinges on the success in implementing 
the Agreement. For non-resident investors in particular, one especially important 
question is what direction the rouble will take, as the Russian currency recently 
appreciated again on the back of fading worries about the stability of the Russian 
financial system. Companies that are profiting from the current weakness of the 

Positive performance anticipated

Value matrix stock markets

 PL HU CZ RU RO HR TR

Politics 3 (3) 3 (3) 2 (2) 4 (4) 2 (2) 3 (3) 3 (3)
Interest rate trends 2 (1) 2 (1) 1 (1) 3 (4) 2 (1) 2 (2) 2 (2)
Earnings outlook 2 (2) 2 (1) 2 (3) 3 (3) 2 (1) 3 (3) 1 (2)
Key sectors 2 (2) 2 (2) 2 (3) 4 (4) 3 (2) 3 (3) 2 (1)
Valuation (P/E) 3 (3) 3 (2) 3 (3) 1 (1) 2 (3) 3 (4) 2 (2)
Liquidity 1 (1) 3 (3) 3 (3) 1 (1) 3 (3) 4 (4) 1 (1)
Technicals 2 (3) 2 (2) 2 (2) 4 (3) 3 (2) 4 (4) 1 (2)

1 (4) denotes highly positive (negative) influence on the market. All factors are weighted equally. Assessment refers to a 3-month period. 
Source: RBI/Raiffeisen RESEARCH

  Geopolitical confl ict Russia/Ukraine continues to be an issue; sanctions will most likely remain in force after 31-07-2015
  Stock index forecasts imply no further signifi cant escalation between East and West
  Liquidity remains high, providing support
  Valuations of CEE indices generally no longer cheap
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rouble are mainly ones that only generate a small part of their revenues in RUB, 
but settle their costs almost completely in the local currency. In particular, this in-
cludes companies from the materials and energy sectors. Whilst economic condi-
tions in Russia continue to be very challenging, we are cautiously optimistic about 
the outlook for the Moscow stock exchange. As the year progresses, support fac-
tors should include further increases in the price of oil, prospects for no further es-
calation in Ukraine and the valuations, which are still very attractive. Buy.

With a modest performance of 5.2% since the beginning of the year the Polish 
WIG 30 lagged well behind its local peers, Hungary and the Czech Republic. 
This is hardly due to the economic conditions, however, since Poland’s projected 
GDP growth rate for 2015 of 3.5% is quite robust (based on an increase in lo-
cal demand and investment activity). The sluggish mood on the market still seems 
to be coming from the effects of the pension reform, as the increase in diversifi-
cation is naturally having an impact (the upper limit for the foreign investments of 
private pension funds was raised from 10% to 20% in 2015). On 4 March there 
was an interest rate cut of 50bp, and it now appears that the leeway to lower 
rates has been fully used up. Due to the base effect, aggregate earnings growth 
projected for 2015 has now risen to 47.1%, due to the publications of results for 
2014. With an expected P/E ratio of 14.7 for 2015, the related valuation on 
this market is also moderate from an historical perspective. We continue to take 

Indices in performance comparison

2006 2007 2008 2009 2010 2011 2012 2013 2014 24-Mar-151

ATX 21.7% 1.1% -61.2% 42.5% 16.4% -34.9% 26.9% 6.1% -15.2% 17.5%

BUX 19.5% 5.6% -53.3% 73.4% 0.5% -20.4% 7.1% 2.2% -10.4% 17.4%

WIG 202 23.7% 5.2% -48.2% 33.5% 14.9% -21.9% 20.4% -7.0% -3.5% 4.2%

PX 7.9% 14.2% -52.7% 30.2% 9.6% -25.6% 14.0% -4.8% -4.3% 10.8%

MICEX 67.5% 11.5% -67.2% 121.1% 23.2% -16.9% 5.2% 2.0% -7.1% 15.9%

BET 22.2% 22.1% -70.5% 61.7% 12.3% -17.7% 18.7% 26.1% 9.1% -1.2%

CROBEX 62.2% 63.2% -67.1% 16.4% 5.3% -17.6% 0.0% 3.1% -3.1% -1.1%

BIST Nat. 100 -1.7% 42.0% -51.6% 96.6% 24.9% -22.3% 52.6% -13.3% 26.4% -4.3%

CECE Composite Index 14.7% 10.5% -53.7% 40.5% 15.7% -29.1% 25.7% -9.6% -6.0% 10.2%

DAX 22.0% 22.3% -40.4% 23.8% 16.1% -14.7% 29.1% 25.5% 2.7% 22.4%

Euro Stoxx 50 15.1% 6.8% -44.4% 21.1% -5.8% -17.1% 13.8% 17.9% 1.2% 18.6%

S&P 500 13.6% 3.5% -38.5% 23.5% 12.8% 0.0% 13.4% 29.6% 11.4% 1.6%

MSCI World 13.5% 2.8% -40.1% 22.8% 7.8% -7.6% 13.1% 26.3% 7.7% 5.8%
In local currency
1 11:59 p.m. (CET)
2 Due to the short data history of the WIG 30 index we still use the WIG 20
Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen RESEARCH

Stock market indicators

Long-term earnings growth Earnings growth Price/earnings ratio Dividend yield
14 15e 16f 14 15e 16f 15e

ATX 4.7% -42.5% 78.9% 24.3%  27.2  15.2  12.3 2.9%

WIG 30 3.1% -31.7% 47.1% 7.5%  21.6  14.7  13.7 3.8%

BUX 3.8% n.a. n.a. 24.4%  n.a.  13.1  10.5 2.8%

PX* 4.4% 11.8% 36.5% 1.2%  19.7  14.5  14.3 4.5%

MICEX 2.4% -18.5% -13.1% 14.6%  5.1  5.9  5.2 4.8%

BET** 5.9% 12.9% -15.7% 12.6%  9.3  11.0  9.8 6.5%

CROBEX10 1.7% -9.4% 1.6% 11.7%  13.8  12.4  12.2 2.4%

BIST Nat. 100 5.7% -1.2% 14.2% 13.0%  11.8  10.4  9.2 2.4%
* Czech Rep. (PX): excl. New World Resources and Erste Group 
** Romania (BET) excl. Fondul Proprietatea
Source: Thomson Reuters, IBES, Bloomberg, RBI/Raiffeisen RESEARCH

Expected index performance

Source: RBI/Raiffeisen RESEARCH

0%
2%
4%
6%
8%

10%
12%

A
TX

W
IG

 3
0

BU
X PX

M
IC

EX BE
T

C
RO

BE
X1

0

BI
ST

 N
at

. 1
00

Jun-15 Mar-16

Equity market/CEE



48 Please note the risk notifi cations and explanations at the end of this document

Equity market/CEE

a positive view of this market, based on the solid macro data and the low inter-
est rate levels. Buy.

With a gain of almost 10.8% since the beginning of the year, the Czech PX index 
was one of the biggest winners in the Eastern European area. This fine perfor-
mance may continue, as our expectations of improvement in European economic 
conditions should provide a fertile basis for the strongly export-focused Czech 
companies in 2015. Additional momentum on the Prague exchange should also 
come from the new composition of the CECE index. This index, which consists 
of Polish, Hungarian and Czech firms, increased the share of Czech stocks from 
12% to 19% as of 20 March. Considering the central bank’s standing commit-
ment to intervene on the FX market if necessary, in addition to the low interest rate 
conditions and vigorous economic growth (2015e GDP: 2.4%, 2016f: 3.0%), 
we expect the positive development of the Czech stock market to continue. Buy.

The Hungarian stock market index BUX was much stronger than its local counter-
parts in Q1 2015, with a clearly positive performance of almost 17.4% since the 
beginning of the year. The banking sector, which is a heavyweight in the index 
with a weighting of around 35%, was once again able to make a major contri-
bution to this performance as it booked a gain of around 22%, probably due to 
the announced reduction in the bank levy starting from 2016. Along with the an-
ticipated improvement in the country’s rating, investor sentiment has likely also 
been brightened by the apparent political decision to eschew unorthodox meas-
ures going forward. Additionally, the macroeconomic conditions certainly ap-
pear solid, with projected GDP growth of 2.5% in 2015. Based on the aggre-
gated results for the index as a whole, a loss was posted for 2014 (mainly due 
to the losses suffered by OTP Bank and  MOL), and thus it is not possible to report 
any earnings growth for 2015e in mathematical terms. With an anticipated ag-
gregate P/E ratio of 13.1 for 2015e, the valuation of the BUX looks moderate. 
We remain positive on this market. Buy.

After an upbeat start to the year, the Turkish BIST National 100 then stumbled 
and fell sharply in recent weeks. This was mainly triggered by the strength of the 
US dollar and the temporary rebound in the price of oil. This latter factor has a 
major impact on Turkey’s trade deficit, which should however fall this year due to 
the generally lower levels of oil prices. We project real growth of around 3.5% 

Index estimates

 24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16 Recommendation

ATX 2538 2650 2600 2700 2700 BUY

Performance  4.4% 2.4% 6.4% 6.4%

Range  2200-2850 2150-2800 2300-2850 2300-2850
WIG 30 2617 2730 2710 2800 2820 BUY

Performance  4.3% 3.6% 7.0% 7.8%

Range  2400-2880 2400-2880 2500-3000 2500-3000
BUX 19533 20500 20000 21000 21300 BUY

Performance  5.0% 2.4% 7.5% 9.0%

Range  17800-21500 17800-21500 18800-22500 19000-22800
PX 1049 1095 1080 1120 1150 BUY

Performance  4.4% 3.0% 6.8% 9.6%

Range  1005-1150 990-1130 1030-1180 1060-1210
In local currency
1 11:59 p.m. (CET)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Market capitalisation overview

In EUR bn; end of February 2015
Source: FESE, WFE, ZSE, RBI/Raiffeisen RESEARCH

Avg. daily turnover (EUR mn)

Source: FESE, WFE, ZSE, RBI/Raiffeisen RESEARCH

Index estimates

 24-Mar1 Jun-15 Sep-15 Dec-15 Mar-16 Recommendation

MICEX 1619 1690 1710 1720 1750 BUY

Performance  4.4% 5.6% 6.2% 8.1%

Range  1500-1800 1550-1800 1600-1850 1650-1900
BET 6998 7330 7250 7500 7600 BUY

Performance  4.7% 3.6% 7.2% 8.6%

Range  6800-7770 6760-7720 6900-7870 6990-7980
CROBEX10 1005 1030 1020 1070 1080 HOLD

Performance  2.5% 1.5% 6.5% 7.5%

Range  950-1080 940-1070 980-1120 990-1130
BIST Nat. 100 82033 86000 85000 88000 89000 BUY

Performance  4.8% 3.6% 7.3% 8.5%

Range  77000-92000 76000-90000 80000-95000 80000-95000
In local currency
1 11:59 p.m. (CET)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

for the Turkish economy this year, and thus take a positive view of corporate earn-
ings prospects. This yields a P/E ratio ratio of 10.4 for 2015e, corresponding to 
a discount of around 20% compared to the MSCI Emerging Markets index. All in 
all, the stock exchange in Istanbul should manage a moderately positive perfor-
mance after the setback in Q1, although some passing uncertainty may flare up 
in relation to the parliamentary elections in June. Buy.

While the Romanian BET index was a frontrunner among the Eastern European 
indices in 2014, it has not really been able to get out of the blocks this year. With 
a performance of -1.2% since the beginning of the year, the index is bringing up 
the rear in the peer group. The top item on the agenda this year for the Bucharest 
exchange will once again be an upgrade of the Romanian capital market from its 
current category of “frontier market” to “emerging market”. At the moment, how-
ever, this looks like an impossible task, due to the lack of promising candidates 
for privatisation. We think that a possible upgrade is more realistic in 2016. Fun-
damentally, however, things still look good for Romanian stocks. In the future, Ro-
manian equities should come more and more into focus as an investment alter-
native, thanks to our forecast for GDP growth (2015e: 3.0% and 2016f: 3.0%), 
the low interest rate environment (in early February the Romanian central bank 
cut the key rate to a new record low of 2.25%) and the projected aggregate div-
idend yield of 6.5% (2015e) on index basis. Buy.

Croatia’s CROBEX10 index has contained 10 names again since the end of 
March, after the “reintroduction” of the overhauled tourism company Valamar 
Riviera and removal of the fertiliser manufacturer Petrokemija. Since the begin-
ning of the year the index lost around 0.2%. The exchange in Zagreb continues 
to suffer from low liquidity. Disregarding the share buy-back conducted by Adris 
Grupa at the end of February, trading volumes on the Zagreb exchange were 
lower in both January and February compared to the previous year. Furthermore, 
nothing has changed in terms of the country’s economic imbalances. Despite the 
subdued economic outlook (GDP 2015e: 0.0% and 2016f: 1.0%), the Croatian 
government still has to cut spending. These factors have an impact on Croatian 
companies and thus also affect the CROBEX10 index. Consequently, we expect 
the performance of the Croatian index to be lower than average compared to the 
Eastern European peer group. Hold.

Financial analysts: Aaron Alber, Andreas Schiller, Christoph Vahs; RBI Vienna
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Source: Bloomberg, RBI/Raiffeisen RESEARCH
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ATX

.ATX, 19 March 2015, 08:00 a.m. (CET), 5y high 3.001, 5y low 1.653
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

BIST National 100

.XU100, 19 March 2015, 09:15 a.m. (CET), 5y high 93,178.87, 5y low 49,621.67
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

BUX

.BUX, 19 March 2015, 09:15 a.m. (CET), 5y high 25,323, 5y low 14,930
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Stock Markets: Bull-market still bearing odds

Technical analysis

ATX

Last: 2,510.19             BULLISH

Still within the “Symmetrical Triangle” (yellow markers) 
the ATX holds, a per se neutrally to be rated pattern. Once 
the resistance 2,710 will have been crossed, a further in-
crease towards 3,030 and 3,515 would have been in-
dicated. As long as this has not happened, a setback to-
wards 2,000 cannot be denied possible.

Position: 
long   -> EUR 2,710 – 3,030…
Stop  EUR 2,390

BIST National 100

Last: 81,911.97              BULLISH

The major resistance, e.g. the red line connecting the re-
cent tops, should be reached for once the expectable 
consolidation-pattern in between 76,680 – 84,000 that 
might evolve until mid of April, will have been ended 
with a buy-signal. In case bearishness should instead win 
over a failure at 84,000 (falling-resistance line in effect 
since January 2015), a second setback to 72,160 would 
make it a Head-/Shoulders pattern resulting in 72,160 
(-> 67,120 – 60,000).

Position: 
long -> TRY 87,400 – 91,590
Stop     TRY 75,000

BUX

Last: 18,892.34           NEUTRAL

The resistance-line (marked yellow) at 20,720 needed to 
get crossed in order to confirm the possible bullish re-
versal and pave the way towards 23,190 – 24,515. A 
testing-out of this resistance-area is highly likely, yet the 
buy-signal as up to now is still lacking and thus clear 
indications.

Position: 
short HUF 20,720 -> 23,120 – 24,515
long HUF 18,420 -> 17,700 – 16,620
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Technical analysis

CROBEX

.CRBEX10, 19 March 2015, 09:25 a.m. (CET), 5y high 1,283, 5y low 879
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

MICEX

MCX, 19 March 2015, 09:45 a.m. (CET), 5y high 1,860, 5y low 1,197
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

WIG 30

WIG30, 19 March 2015, 09:45 a.m. (CET), 5y high 2,761, 5y low 2,287
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

CROBEX 10

Last: 1,008.18          BEARISH

The current consolidation pattern could – in case 995 
should hold firm – evolve into a Double-Bottom allowing 
for a subsequent advance towards 1,050 – 1,065 and 
even 1,100 again. Else, a re-testing of 966.00, the ris-
ing-support line (in effect since June 2012), if not again a 
drop to 945.20 or even 905.35, would be due.

Position: 
Short  -> HRK 966 - 945
Stop HRK 1,022 -> 1,050 – 1,100

MICEX

Last: 1,607.97    BEARISH

The downward-trend (in effect since 16 February 2015) 
– with regard to the Doji (penultimate candle) – should 
get confirmed at 1,577 which would indicate another re-
tracement towards 1,515. A recovery back to in beyond 
of 1,700 would be a bullish signal instead.

Position: 
short  -> RUB 1.570 – 1.515
Stop      RUB 1.650

WIG 30

Last: 2,594.73     BULLISH

The upward-trend (in effect since March 2014) has just 
been bullishly confirmed by this reversal pattern seen in 
between 2,408 – 2,555. Subsequently, a further increase 
beyond the resistance-level 2,610 and towards the up-
ward-trend’s upper border, e.g. 2,725, has been indi-
cated. This might take two to three quarters from now. 

Position: 
long  -> PLN 2,650 – 2,710
Stop     PLN 2,500

Financial analyst: Robert Schittler, RBI Vienna



52 Please note the risk notifi cations and explanations at the end of this document

Energy
13.78%

Materials
8.96%

Telecommunications
2.69%

Utilities
14.01%

Financials
48.51%

Consumer Staples
1.59%

Software & Services
1.03%

Consumer Durables
4.32% Real Estate

0.38%
Media
4.72%

Sector weightings Poland, WIG 30

Dom. market cap.: EUR 149 bn (Source: FESE; 28-Feb15)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Materials
2.72%

Telecommunications
4.59%

Utilities
19.65%

Financials
62,50%

Consumer Discretionary
4.83%

Consumer Staples
5.70%

Energy
50.99%

Materials
16.14%

Telecommunications
6.10%

Utilities
1.93%

Financials
14.93%

Consumer Staples
7.93%

Transportation
0.16%

Consumer Durables
0.54%

Automobiles 
0.07%

Capital Goods
0.10%

Health Care
0.18%

Software & Services
0.91%

Sector weightings Czech Republic, PX

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Sector weightings Hungary, BUX Sector weightings Russia, MICEX

Sector weightings Romania, BET Sector weightings Turkey, BIST National 100

Sector weightings in comparison

Dom. market cap.: EUR 24.1 bn (Source: FESE; 28-Feb15)

Energy
25.15%

Materials
0.27%

Telecommunications
11.88%

Financials
35.65%

Health Care
23.94%

Software & Services
0.07%

Hotels, Restaurants, 
Leisure
1.55% Capital Goods

0.29%

Real Estate
0.82%

Utilities
0.37%

Dom. market cap.: EUR 13.6 bn (Source: FESE; 28-Feb15) Dom. market cap.: EUR 419 bn (Source: WFE; 28-Feb15)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Energy
38.48%

Utilities
14.20%

Financials
27.73%

Investment Funds
19.59%

Dom. market cap.: EUR 18.3 bn (Source: FESE; 28-Feb15)

Energy
4.41% Materials

8.56%

Telecommunications
7.77%

Utilities
0.80%

Financials
39.99%Industrials

15.80%

Consumer Discretionary
6.29%

Consumer Staples
11.28%

Software & Services
0.22%

Real Estate
4.57%

Dom. market cap.: EUR 212.4 bn (Source: FESE; 28-Feb15)

Source: Bloomberg, RBI/Raiffeisen RESEARCH Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Equities - region overview



53Please note the risk notifi cations and explanations at the end of this document

Polish auction likely to be completed in Q2  
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Sales and EBITDA growth yoy Q4 14We expect the Polish 800/2,600 Mhz auction to be the key event in the CEE tel-
ecom space in Q2 15, with 5 out of the initial 6 operators still in the running (Or-
ange Polska, T-Mobile, P4, NetNet and Emitel). On March 11, Polkomtel stated 
that it resigned from bidding in the LTE auction and awaits cooperation with other 
market participants. The company confirmed that it sees the best option in creat-
ing one 30MHz or two 15MHz networks. Midas has invited Emitel, P4 and Net-
Net to cooperate on the creation of a joint network. In this case Mr Solorz can 
indirectly remain in the bidding game (via NetNet with personal ties to Cyfrowy 
Polsat), while trying to rally support for a joint network, where he would be in the 
driver’s seat given the headstart by Midas in 800 MHz. The move was surprising 
but it did not warrant an automatic decrease of competition. The price for each 
of the five blocks in the key 4G frequency, 800 MHz, keeps creeping up by ca. 
1-3% vs. the minimum price in the daily bidding rounds, with daily results pub-
lished by the regulator. As of March 25 the price had reached a 69% premium 
(PLN 423 mn) vs. the PLN 250 mn minimum. We still expect pricing in the range 
of EUR 0.7-1.0 MHz/pop, with our base-case assumption being EUR 0.8 MHz/
pop, which is similar to the levels achieved in other CEE markets in 2013-2014. 
We thus expect a block of 2x5 in the 800 MHz spectrum to cost PLN 640 mn and 
for the whole auction to generate ca. PLN 3.6 bn for the state coffers.

In Hungary the long-awaited MTR cut (from HUF 7.06 to HUF 1.71/min) has fi-
nally been announced and will be implemented from April 1. Magyar Telekom 
shares have benefitted from relatively good FY 14 results and have been boosted 
by hopes of a telecom tax change hinted at by the government, although to date 
no details have been revealed. In any case we would expect any potential tax 
change to rather be in the 2016 budget. We believe that there is only a very 
slim chance for an outright decrease of the current tax. It is more probable that 
the government will consider relief for the new infrastructure to be built under the 
Digital Hungary program.

Telekom Austria’s Q4 14 clearly showed the positive results of Austrian mobile 
market repair. Austrian mobile revenues improved to a flat level yoy for the first 
time since 2008, according to our data. Also mobile ARPU continued its positive 
dynamics. The strongest positive impact on operating earnings stems from signif-
icantly cut handset subsidies. However, the latest cut of no-frill prices to confront 
recently launched MVNO operators and an increase of subsidies might nega-
tively affect the earnings dynamics in the mid-term.

Financial analysts: Jakub Krawczyk, Bernd Maurer

This analysis created by Raiffeisen Centrobank AG is presented to you by Raiffeisen Bank International AG. 
Supervisory authority: Financial Market Authority FMA, Otto-Wagner-Platz 5, A-1090 Vienna.

Telecommunication

  The Polish 4G frequency auction reaches the key phase
  Regulations in focus in Hungary
  Austrian mobile market repair clearly under way
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Getting closer to a switch from Hungary to Poland in Q2  
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YTD perf. in our coverage universe 

In Hungary the government announced a wider initiative to improve the effective-
ness of the banking system with a significant reduction of the banking tax as the 
key element of the program. Also the Central Bank provided support via an en-
hanced Funding for Growth Scheme for SMEs. This improved environment trig-
gered a rerating in OTP as expected by us at the beginning of the year. While 
the conversion of FX mortgages and the regulation of the pricing for new HUF 
mortgages have a negative impact on the banks’ NII, we expect further rate cuts 
to alleviate the margin pressure and help retail loan volumes to bottom out with 
OTP as a beneficiary of this trend. However, we believe that loss-making opera-
tions in RU and UA limit further upside potential in the stock.

With regard to Polish banks, the key event to watch out for is the final outcome of 
the solution plan for unhedged CHF borrowers that is to be negotiated between 
the involved parties (the KNF as the local regulator, banks, the NBP and the gov-
ernment) with a time-frame set for May. It seems that the KNF is not satisfied with 
the banks’ proposal presented just recently and has indicated that bans on 2014 
dividends for banks with (large) CHF exposures could be imposed as a pre-emp-
tive measure before introducing higher capital requirements for their underlying 
CHF exposure. We believe that the current valuation levels of exposed names do 
not fully reflect the worst-case scenario – allowing voluntary conversions at histor-
ical CHF/PLN rates. On top of that, banks’ H1 15 results will likely be negatively 
affected by higher BFG charges and lower key/Lombard rate cuts that might be 
only partially mitigated by solid loan growth. For Q2 15 we would therefore fa-
vour “safe” dividend names  or those not heavily exposed to the CHF  (Hand-
lowy rather than Pekao due to valuation reasons, Alior), but towards the end of 
the quarter investors’ appetite could reverse, in our view, following the massive 
underperformance of PL banks vs. some regional peers backed also by the most 
likely end of the monetary easing cycle in Poland (e.g. PKO, Bank Millennium). 

In Romania, details of TLV’s deal with Volksbank will be released in April and the 
stock performance will significantly depend on these. So far the market has em-
braced TLV’s statements that the deal would be good for shareholders. The gov-
ernment scheme to help low-income borrowers with CHF loans should have a 
neutral impact on TLV. Positive macro news-flow should continue and might offer 
support for Romanian banking stocks.      

Financial analyst: Jovan Sikimic, Stefan Maxian

This analysis created by Raiffeisen Centrobank AG is presented to you by Raiffeisen Bank International AG. 
Supervisory authority: Financial Market Authority FMA, Otto-Wagner-Platz 5, A-1090 Vienna.

Banks

  Outstanding solution for CHF borrowers is the key topic in Poland 
  Improved environm ent in Hungary triggered re-rating in OTP 
  Investors’ appetite might reverse after the massive outperformance of OTP, Komercni and Erste vs. Polish banks in Q1    
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Equities

Even after a strong performance of more than 20% since the low reached in the 
end of January, we remain positive on UNIQA. As the main buying arguments we 
highlight the in our view attractive valuation and the appealing dividend yield of 
the share. After the publication of 4Q 14 figures we confirmed our BUY recom-
mendation and lifted the target price from EUR 10.0 to EUR 10.50.

UNIQA trades at an about 25% discount on PER 15e and 16e vs. a broader Euro-
pean insurance peer group (PER 15e 8.6x, PER 16e 8.2x vs. peer group median 
of 11.6x and 11.0x). Also PBV 15e and 16e of 0.9x is below the peer group me-
dian of 1.1x (ROE is around the level of peers). Although some discount could be 
justified given the on-going reorganisation and balance sheet repair we deem cur-
rent values as exaggerated. The announced DPS 14 of EUR 0.42 currently yields 
4.8%, somewhat higher than average yield of other European insurers. UNIQA 
even flagged to likely increase the payout ratio above the 40-50% range in the 
next years indicating continued attractive dividend payments. 

We forecast PBT 15e to rise to EUR 
428 mn from EUR 378 mn in FY 14 - 
at the lower end of the company guid-
ance of EUR 425 – 450 mn. Support 
for an improvement of the combined 
ratio (98.2% in FY 15e vs. 99.5% in 
FY 14) comes from the discontinua-
tion of additional provisioning for sea 
transportation insurance (negative im-
pact of about 1%p in FY 14), an im-
provement of Romanian operations 
(PBT EUR -10 mn in FY 14, the CEO 
targets to reach break-even) and fur-
ther cost savings effects. As we do not 
count on continuing support from book 
gains from real estate divestments and 
the negative effect from falling bond 
yields will be more visible from FY 16e 
onwards, we reckon with a drop of 
investment income in the next years, 
which should lead to lower bottom line 
dynamics in the future. UNIQA con-
firmed its ECR targets of 140-145% 
in FY 14e (publication scheduled for 
April 15) and 150-160% in FY 15e. 
BVPS amounted to EUR 10.0, which 
we expect to rise to EUR 10.1 in FY 
15e and EUR 10.2 in FY 16e. 
             Financial analyst: Bernd Maurer

Key ratios

in EUR mn 2014 2015e 2016f 2017f

Cost ratio net group -21.8% -22.2% -21.8% -21.7%

Benefit ratio net group -82.5% -80.1% -79.4% -79.3%

Combined Ratio -99.5% -98.2% -97.3% -96.9%

DPS 0.42 0.47 0.50 0.53

Dividend yield 5.4% 5.4% 5.7% 6.0%

EPS adj. 0.94 1.02 1.06 1.08

PER adj. 8.3 8.5 8.2 8.1

Book value per share 10.0 10.1 10.2 10.3

Price book value 1.0 0.9 0.9 0.8

ROE 9.1% 10.1% 10.4% 10.6%
Source: UNIQA, Raiffeisen estimates

UNIQA: Pointing to attractive valuation and dividend yield

Income statement & balance sheet (IFRS)

in EUR mn 2014 2015e 2016f 2017f

Income Statement

Gross written premiums 5,120 5,567 5,682 5,836

Net earned premiums 5,313 5,316 5,439 5,599

Net investment income 864 754 707 692

Insurence benefits net -4,384 -4,259 -4,321 -4,441

Profit before tax 378 428 445 456

Net profit a.m. 290 314 326 333

Balance sheet

Total assets 33,225 34,201 35,400 36,771

Shareholders' equity 3,082 3,116 3,147 3,176

Intangible assets 1,517 1,547 1,594 1,642

Investments 20,576 21,161 21,929 22,828
Source: UNIQA, Raiffeisen estimates

This analysis created by Raiffeisen Centrobank AG is presented to you by Raiffeisen Bank International AG. 
Supervisory authority: Financial Market Authority FMA, Otto-Wagner-Platz 5, A-1090 Vienna.

  Current share price: EUR 8.70
  Target price: EUR 10.50
  Market capitalisation: EUR 2,688 mn

6.5

7.5

8.5

9.5

10.5
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UNIQA ATX

UNIQA: 5y high: EUR 16.46 5y low: EUR 7.04
ATX: 5y high: 3,000.7, 5y low: 1,652.8
Source: Bloomberg

UNIQA
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Equities

 As a vertically integrated producer of cartonboard (world’s largest producer of 
recycled-fibre-based cartonboard) and folding cartons (European leader) Mayr-
Melnhof offers a compelling combination of defensiveness and cyclical leverage. 
We appreciate the company’s reliable return profile and the defensive growth 
track record, with the latter being driven both organically and via very disci-
plined M&A. On the back of very strong 2014 results we have upgraded the 
stock to BUY from HOLD and have increased the target price to EUR 108. Mayr-
Melnhof 2014 results beat our and market expectations by quite a margin. The 
company achieved not only a new record top line, but also clearly exceeded the 
previous record EBIT. FY sales rose 4% to EUR 2.09 bn, implying 3% growth in 
4Q. EBIT rose 9% to EUR 180 mn in FY 14 and thus clearly exceeded our fore-
cast of EUR 170 mn. For 4Q EBIT amounted to EUR 44 mn (+23%, nearly 1/3 
above our assumption). The performance was even more impressive as the com-
pany digested one month of production downtime at the plant in Frohnleiten. FY 
EPS rose 7% to EUR 6.54. The management proposed a dividend of EUR 2.60 
per share, i.e. up from the prior year (2013 DPS of EUR 4.80 contained a bonus 

of EUR 2.40). 

Referring to a very promising ytd or-
der intake and virtually full capacity 
utilisation in both divisions the man-
agement displayed confidence that in 
2015 further volume growth can be 
achieved. At the same time, it was 
highlighted that the 2014 earnings 
level represents a “challenge”. We 
acknowledge that earnings growth 
will be less pronounced than in the 
prior year but nevertheless assume 
that against the backdrop of higher 
volumes, major cost items being un-
der control and in the absence of 
some non-recurring costs (e.g. Frohn-
leiten standstill, final closure costs for 
Dortmund) there is scope for a fur-
ther profit increase. MMK persistently 
trades at discounts vs. the sector. On 
our 2015-16e forecasts we find the 
stock trading at a 16% and a 10% 
discount in terms of P/E. The valua-
tion gap widens to nearly 30% on 
EV/EBITDA and further to above 30% 
on EV/EBIT multiples.

Financial analyst: Markus Remis

Key ratios

in EUR mn 2014 2015e 2016f 2017f

EPS 6.54 6.57 6.93 7.10

PER 13.2 14.6 13.9 13.5

Operating CF per share 8.66 10.70 11.07 12.04

Price cash flow 9.9 9.0 8.7 8.0

Book value per share 56.82 60.79 65.02 69.32

Price book value 1.5 1.6 1.5 1.4

Dividend yield 3.0% 2.8% 2.9% 3.0%

ROE 11.7% 11.2% 11.0% 10.6%

ROCE 10.2% 9.8% 10.1% 10.2%

EV/EBITDA 6.1 6.4 6.0 5.6
Source: Mayr-Melnhof, Raiffeisen estimates

Mayr-Melnhof: Strong 2014 reveals decent value proposition

Income statement & balance sheet (IFRS)

in EUR mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 2,087 2,167 2,249 2,315

EBITDA 272 280 289 293

EBIT 180 187 196 198

EBT 162 176 186 190

Net profit b.m. 132 132 139 143

Net profit a.m. 131 131 139 142

Balance sheet

Total assets 1,817 1,842 1,869 1,881

Shareholders' equity 1,136 1,216 1,300 1,386

Goodwill 77 77 77 77

NIBD -72 -134 -200 -279
Source: Mayr-Melnhof, Raiffeisen estimates
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Mayr-Melnhof ATX
May-Melnhof: 5y high: EUR 98.00 5y low: EUR 61.35
ATX: 5y high: 3,000.7, 5y low: 1,652.8
Source: Bloomberg

May-Melnhof

  Current share price: EUR 95.99
  Target price: EUR 108.0
  Market capitalisation: EUR 1,920 mn
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We confirm our BUY recommendation and slightly hike our TP to PLN 30.0 as we 
expect the cash flow to improve in 2016-2017e owing to lower financial costs af-
ter refinancing, expected synergies with Polkomtel and a successful reception of 
the bundled offer encompassing pay-TV, internet and mobile voice. Lower capex 
needs may be offset by higher payments for infrastructure to external parties in 
the future (resignation of new spectrum ownership meaning lower capex will be 
offset by higher payments in the long term), but should help facilitate quicker de-
leveraging ahead of the crucial refinancing in Q1 16e.   

We highlight a reversal of the declining ARPU trend as the company was success-
ful with its smartDOM offer, and we expect this strategy to be in focus in the up-
coming quarters. ARPU started to grow qoq in Q2 14 and continued to expand 
in the second half of the year. Also revenues from contract services as implied by 
ARPU and the average client number recovered from a bottom of PLN 1.6 bn in 
Q1 14 and marginally grew in the following quarters despite a negative contri-
bution of voice. We expect a stabilisa-
tion of contract-related revenues in the 
mid-term and a return to growth start-
ing from 2016e (negative impact of 
falling voice revenues, data revenue 
growth). The focus on client acquisi-
tion has reduced the company’s mar-
gins towards a reasonable level (re-
tail business EBITDA margin at 36% 
in H2 14), while upside is likely from 
cost savings on the Polkomtel integra-
tion and rather low likelihood that sig-
nificantly higher spending vs. the cur-
rent level will be needed in the future.
The year 2014 was very strong for 
the broadcasting arm of the Cyfrowy 
Polsat group – TV Polsat – in terms of 
ad market share. The company’s pro-
forma ad and sponsoring revenues 
grew by 12.5% yoy vs. 5.6% market 
growth. We expect that it should per-
form at least in line with the market 
in 2015e especially given the improv-
ing viewership share at the beginning 
of the year (by nearly 2%p yoy in the 
Jan-Feb period). We assume that net 
debt to EBITDA may drop to 2.1x by 
the end of 2017e. We also assume 
a small dividend starting from 2016e. 

Financial analyst: Dominik Niszcz

Key ratios

in PLN mn 2014 2015e 2016f 2017f

EPS 0.59 1.52 2.85 2.15

PER 39.7 16.4 8.7 11.6

Operating CF per share 4.00 3.37 3.25 4.09

Price cash flow 5.9 7.4 7.7 6.1

Book value per share 14.29 15.81 18.67 20.08

Price book value 1.6 1.6 1.3 1.2

Dividend yield 0.0% 0.0% 2.9% 3.9%

ROE 4.8% 10.1% 16.5% 11.1%

ROCE 6.4% 4.3% 8.3% 6.3%

EV/EBITDA 9.7 7.0 6.8 6.5
Source: Cyfrowy Polsat, Raiffeisen Centrobank estimates
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Cyfrowy Polsat WIG20

Cyfrowy: 5y high: PLN 27.80 5y low: PLN 12.70
WIG20: 5y high: 2,932.6, 5y low: 2,035.8
Source: Bloomberg

Cyfrowy Polsat

Cyfrowy Polsat: Working on client loyalty and cost savings

Income statement & balance sheet (IFRS)

in PLN mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 7,410 9,790 9,917 10,089

EBITDA 2,738 3,707 3,625 3,606

EBIT 1,442 1,963 2,012 2,173

EBT 314 1,129 2,002 1,677

Net profit b.m. 293 971 1,824 1,375

Net profit a.m. 293 971 1,824 1,375

Balance sheet

Total assets 27,381 25,837 26,403 26,166

Shareholders' equity 9,142 10,113 11,937 12,845

Goodwill 10,827 10,827 10,827 10,827

NIBD 12,291 10,974 8,912 7,656
Source: Cyfrowy Polsat, Raiffeisen Centrobank estimates

This analysis created by Raiffeisen Centrobank AG is presented to you by Raiffeisen Bank International AG. 
Supervisory authority: Financial Market Authority FMA, Otto-Wagner-Platz 5, A-1090 Vienna.

Equities  

  Current share price: PLN 24.88
  Target price: PLN 30.00
  Market capitalisation: EUR 3,877 mn
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Equities

Our updated model reflects the end of the rate-cutting cycle with Alior being able 
to outperform sector average on mid-term loan/EPS growth. As highly exposed to 
interest rates that could slice 40 bps off its NIM in 2015, we believe that the sig-
nals of a likely end of the monetary easing cycle should provide a top-down trig-
ger going forward. The acquisition of earnings accretive Meritum Bank (MB) is ex-
pected to spice up the loan/EPS growth story. After a good run ytd, ALR shares 
trade at 19/14/11x P/E 2015e/16e/17e or at a provisional 11% premium for 
2015e that turns to 12% discount vs. its peers on 2017e (incl. MB discount widens 
to 17%/30% for 2016e/17e). We welcome accumulating news-flow on the dis-
posal of Carlo Tassara’s 25% stake as a potential stock catalyst. 

We reckon with 3% EPS contraction (MB is still not included in the financial projec-
tions prior to consolidation in 1Q 15!) driven by recent key/Lombard rate cuts in 
March that should push down the NIM by 40 bps to 4.0%. The introduction of a 
new fee regime as a counter-measure for rate cuts should back-up revenue growth 

in 2015. We are only slightly positive 
on the remaining F&CI outlook and 
do not factor-in high risk from the new 
banc-assurance regulation. The CEO 
targets flat CoR at 220-230 bps. To us, 
the year 2015 appears challenging in 
terms of keeping cost under control as 
the management will be occupied with 
the operational merger with MB and 
further developing the distribution net-
work via T-Mobile platform.    
Upcoming triggers/risks/events: (1) 
T-Mobile cooperation to provide new 
revenue streams with the plan to go 
into foreign markets ; (2) management 
keeps the synergy guidance for MB un-
changed, but we are now visibly be-
low the management guidance on 
MB’s stand-alone earnings for 2015e-
17e, (3) the sale of Carlo Tassara’s  
25% stake might attract more attention, 
(4) in the short term we cannot rule out 
supply risks as the former MB owners 
and the management might appear as 
sellers; (5) any further negative news-
flow from the CHF front should give 
ALR shares tailwind as investors might 
park some money in banks that are not 
or marginally exposed to the CHF. 

Financial analyst: Jovan Sikimic

Alior: Play on rate outlook, Meritum & absence of CHF exposure

Alior: 5y high: PLN 99.8 5y low: PLN 57.00
WIG20: 5y high: 2,932.6, 5y low: 2,035.8
Source: Bloomberg

Alior
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Alior Bank WIG20

  Current share price: PLN 82.46
  Target price: PLN 99.0
  Market capitalisation: EUR 1,405 mn

Key ratios

2014 2015e 2016e 2017e

EPS adjusted 4.61 4.35 5.71 7.67

PER 16.9 19.0 14.4 10.8

Book value per share 43.13 48.45 54.16 61.83

Price book ratio 1.8 1.7 1.5 1.3

Price tang. book value 2.0 1.8 1.6 1.4

Dividend per share 0.00 0.00 0.00 0.00

Dividend yield (%) 0.0% 0.0% 0.0% 0.0%

RoE adj. 12.4% 9.6% 11.1% 13.2%

Loans/deposits 102.1% 104.0% 104.0% 104.7%

Tier 1 ratio 11.2% 10.9% 10.5% 10.7%
* excluding Meritum Bank; Source: Alior Bank, Raiffeisen Centrobank estimates

Income statement & balance sheet (IFRS)

in PLN mn 2014 2015e 2016e 2017e

Income statement 

Net interest income 1,216 1,300 1,516 1,746

Risk provisions -547 -615 -705 -761

Net commission income 348 359 385 417

Net trading result 269 290 302 315

Pre-tax profit 401 388 510 684

Net profit after minorities 322 314 413 554

Balance sheet

Loans and advances to customers 24,938 150,259 156,274 187,520

Amounts owed to customers 24,428 146,194 151,904 174,387

Shareholders‘ equity 3,015 3,501 3,914 4,468

Total assets 30,168 35,294 40,205 44,421
* excluding Meritum Bank; Source: Alior Bank, Raiffeisen Centrobank estimates
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CEZ delivered on our hope for a guidance increase and its EBITDA forecast of 
CZK 70 bn beat market expectations by 7%, while the adjusted net profit out-
look came in more than 10% above consensus at CZK 27 bn. In addition to that, 
management indicated that there would be no “big” asset write-offs and under-
scored that the figures were net of potential gains from a sale of the Pocerady 
power plant, a gift tax refund of up to CZK 5.4 bn, the latter likely an add-on to 
the CZK 27 bn dividend base, and a CZK 1 bn repayment from the Czech Rail-
ways. Though management was still reluctant to reveal a new dividend policy 
that was already heralded months ago, we believe that a higher payout is not off 
the agenda, but only postponed due to delays in other areas: M&A as well as 
Czech energy policy decisions. 
While CEE governments have emphasised their opposition against an early intro-
duction of a market stability reserve, which is likely to result in a watered-down 
compromise that fails to spark carbon prices, German power policy changes 
could make CEZ a free rider as measures that would increase power prices do 
not seem to be fully off the agenda. 
However, as the German govern-
ment’s proposal is due only in June 
and then still subject to negotiations, 
we would refrain from plugging in 
that story into our valuation.
It is rather the appeal of earnings flat-
tening out around CZK 27 bn, po-
tential for acquisitions or dividend 
hikes as well as cost and capex cuts 
that remain supportive of our positive 
view on CEZ. We reckon that CZK 
33/share is a safe level for 2014e 
dividends (5.2% yield), based on 
a 50-60% payout, and we would 
see at least a similar figure for next 
year, given the potential for positive 
one-offs. 
CEZ trades at a 15e P/E discount of 
22% to the Stoxx Europe Utilities and 
20% in terms of 15e EV/EBITDA while 
offering stronger yields and more sta-
ble earnings. We use a blend of com-
parables, return ratios and a DCF to 
arrive at our target price, which we 
have increased to CZK 740 backed 
by higher 2015e EBITDA. We confirm 
our BUY recommendation

Financial analyst: Teresa Schinwald

Key ratios

in CZK mn 2014 2015e 2016f 2017f

EPS 41.95 51.47 49.62 49.60

PER 14.1 12.4 12.9 12.9

Operating CF per share 133.41 115.96 109.45 105.54

Price cash flow 4.4 5.5 5.8 6.1

Book value per share 489.43 507.90 524.53 541.14

Price book value 1.2 1.3 1.2 1.2

Dividend yield 5.6% 5.2% 5.2% 5.2%

ROE 8.6% 10.3% 9.6% 9.3%

ROCE 5.5% 6.7% 6.6% 6.5%

EV/EBITDA 5.5 5.9 5.9 6.5
Source: CEZ, Raiffeisen estimates
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CEZ PX
CEZ: 5y high: CZK 961.0 5y low: CZK 427.9
PX: 5y high: 1,314.6, 5y low: 843.0
Source: Bloomberg

CEZ

CEZ: Guidance surprise delivered, fresh start towards more cash

Income statement & balance sheet (IFRS)

in CZK mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 200,657 191,817 187,275 192,184

EBITDA 72,676 70,806 67,676 66,691

EBIT 36,946 42,295 38,797 37,848

EBT 28,656 35,152 33,164 33,152

Net profit b.m. 22,432 27,517 26,531 26,521

Net profit a.m. 22,403 27,483 26,496 26,487

Balance sheet

Total assets 627,870 620,782 615,063 628,036

Shareholders' equity 261,308 271,172 280,049 288,917

Goodwill 9,412 9,412 9,412 9,412

NIBD 146,568 139,183 125,675 111,492
Source: CEZ, Raiffeisen estimates

Equities  

  Current share price: CZK 640.1
  Target price: CZK 740.0
  Market capitalisation: EUR 12,488 mn
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Warnings
  Figures on performance refer to the past. Past performance is not a reliable indicator of the future results and develop-

ment of a financial instrument, a financial index or a securities service. This is particularly true in cases when the finan-
cial instrument, financial index or securities service has been offered for less than 12 months. In particular, this very short 
comparison period is not a reliable indicator for future results.

  Performance is reduced by commissions, fees and other charges, which depend on the individual circumstances of the 
investor.

  The return on an investment can rise or fall due to exchange rate fluctuations.
  Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may devi-

ate from the forecast. Consequently, forecasts are not a reliable indicator for the future results and development of a fi-
nancial instrument, a financial index or a securities service

A description of the concepts and methods which are used in the preparation of financial analyses can be found at:
www.raiffeisenresearch.at/conceptsandmethods

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the con-
text of financial analysis) can be found at: www.raiffeisenresearch.at/sensitivityanalysis 

The distribution of all recommendations relating to the calendar quarter prior to the publications date, and dis-
tribution of recommendations, in the context of which investmentbanking services within the meaning of § 
48f (6) Z 6 Stock Exchange Act (BörseG) have been provided in the last 12 months, is available under: 
www.raiffeisenresearch.at/distributionofrecommendations 

Disclosure of circumstances and interests which may jeopardise the objectivity of RBI (as per Sec 48f [5] and [6] of the Stock 
Exchange Act): www.raiffeisenresearch.at/disclosuresobjectivity 

Risk notifi cations and explanations

Risk notifi cations and explanations/Disclosure

The pages 53 to 59 of this report were prepared by Raiffeisen Centrobank AG (RCB) and was provided to you by 
Raiffeisen Bank International AG (RBI). RCB is fully registered with Finanzmarktaufsicht FMA, Otto-Wagner-Platz 5, 
A-1090 Vienna, Austria.

Recommendations history for 12 months
Alfa Bank Start of coverage 22/04/2009
ALFARU 7.875% due 2017 Date of recommendation Recommendation

25/04/2014 Buy
11/07/2014 Buy
03/10/2014 Buy
30/01/2015 Buy

Brunswick Rail Start of coverage 10/03/2014
Date of recommendation Recommendation

RBNRL 6.5% due 2017 13/06/2014 Buy
RBNRL 6.5% due 2017 19/11/2014 Sell
RBNRL 6.5% due 2017 30/01/2015 Sell

Fesco Start of coverage 10/03/2014
Date of recommendation Recommendation

FESHRU 8.75% due 2020 11/07/2014 Sell
FESHRU 8.75% due 2020 04/09/2014 Buy 
FESHRU 8.75% due 2020 02/12/2014 Sell

Corporate Credits

Raiffeisen Bank International AG is responsible for the information and recommendations in this publication which are pre-
pared by analysts from subsidiary banks who are listed in this publication.
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Disclosure

Recommendations history for 12 months
Gazprom Start of coverage 17/04/2008

Date of recommendation Recommendation
GAZPRU 3.85% due 2020 06/05/2014 Sell
GAZPRU 5.999% due 2021 15/09/2014 Buy
GAZPRU 5.999% due 2021 02/04/2015 Buy

Lukoil Start of coverage 17/04/2008
Date of recommendation Recommendation

LUKOIL 6.125% due 2020 05/06/2014 Buy
LUKOIL 6.356% due 2017 06/04/2014 Buy
LUKOIL 6.356% due 2017 09/02/2014 Sell

Novatek Start of coverage 26/01/2011
Date of recommendation Recommendation

NVTKRM 6.604% due 2021 06/05/2014 Buy
NVTKRM 6.604% due 2021 05/08/2014 Sell

Rosneft Start of coverage 13/10/2014
Date of recommendation Recommendation

ROSNRM 3.149% due 2017 13/10/2014 Sell
ROSNRM 3.149% due 2017 10/03/2015 Sell

Sberbank Start of coverage 06/05/2009
Date of recommendation Recommendation

SBERRU 5.4% due in 2017 31/03/2014 Buy
SBERRU 5.4% due in 2017 11/07/2014 Buy
SBERRU 5.18% due in 2019 01/09/2014 Buy
SBERRU 5.4% due in 2017 26/02/2015 Buy

Start of coverage 14/05/2008
Severstal Date of recommendation Recommendation
CHMFRU 4.45% due 2018 25/04/2014 Sell
CHMFRU 5.9% due 2022 10/11/2014 Buy
CHMFRU 4.45% due 2018 30/01/2015 Sell

VimpelCom Start of coverage 28/01/2009
Date of recommendation Recommendation

VIP 6.493% due 2016 04/25/2014 Buy
VIP 9.125% due 2018 07/11/2014 Buy
VIP 9.125% due 2018 08/08/2014 Sell
VIP 9.125% due 2018 30/01/2015 Sell

Bonds
Financial instruments/
Company

Date of the fi rst 
publication

Eurobonds 01/01/2001

LCY bonds 01/01/1997

Recommendations history: Local currency government bonds (B: buy; H: hold; S: sell; I: no change)*

CZ
CZK

HU
HUF

PL
PLN

RO
RON

RU**
RUB

TR**
TRY

Date of change 2y 5y 10y 2y 5y 10y 2y 5y 10y 2y 5y 10y 2y 5y 10y 2y 5y 10y

19/03/2014 Hold Hold Hold Buy Hold Hold Sell Sell Hold Hold Sell Buy Hold Hold Hold Hold Buy Buy Hold Sell Buy Hold Buy Hold

02/05/2014 I I I I I I Hold Hold Buy Buy Buy I I I I I Hold Hold I I Hold I Sell Sell

14/05/2014 Buy Buy Buy I I I I I I I I I I I I I I I I I I I I I

20/06/2014 Hold Hold Hold Hold I I I Sell Hold Hold Hold Hold I I I I Sell Sell Sell I I I Hold Buy

06/08/2014 I I I I I I I Hold I I I I I I I I Hold Hold Hold Hold I I I I

16/09/2014 I I I I I I I I Buy Buy Buy I Buy Buy Buy I Buy I I I Buy I I Hold

07/11/2014 I I I I I I I I I I I I I Hold Hold I Hold I I I Hold I I I

09/12/2014 I I Buy I I I I Sell I I I I I I I I Sell Sell Sell Sell Buy Buy Buy Buy

09/02/2015 I I Hold I Buy Buy Buy I Hold Hold Hold I Buy Buy Buy I I I I I I I I I

24/03/2015 I I I I I Hold Hold I I I I Sell I I I I Hold I I I I Hold Hold Sell
* recommendations based on absolute expected performance in LCY
** TRY and RUB vs USD; other FX vs EUR
Source: RBI/Raiffeisen RESEARCH

Bonds
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UNIQA
5y high: EUR 16.5 (07/02/2011), 5y low: EUR 7.039 (28/01/2015)
Start of Coverage: 28/04/2003
Recommendation history
Date Rating Target Price Prev. day's close Upside
11.03.2015 Buy 10.50 8.40 25.0%
02.12.2014 Buy 10.00 8.38 19.3%
02.12.2014 Buy 10.00 8.38 19.3%
02.09.2014 Buy 10.80 9.16 18.0%
11.06.2014 Buy 11.10 9.60 15.6%
11.03.2014 Buy 10.90 9.47 15.1%
19.11.2013 Buy 10.75 8.50 26.5%
Source: Raiffeisen Centrobank

Meyr-Melnhof
5y high: EUR 98 (18/03/2015), 5y low: EUR 61.35 (25/11/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
25.03.2015 Buy 108.00 95.99 12.5%
13.11.2014 Hold 97.00 84.50 14.8%
27.08.2014 Hold 97.00 89.25 8.7%
19.03.2014 Hold 95.00 90.50 5.0%
19.11.2013 Buy 100.00 86.51 15.6%
06.08.2013 Hold 90.00 82.69 8.8%
15.05.2013 Hold 90.00 85.20 5.6%
Source: Raiffeisen Centrobank

Disclosure

Equities
Financial instruments/
Company

Date of the fi rst 
publication

MICEX 21/12/2009

WIG 20 01/06/1994

PX 01/06/1994

BUX 01/06/1994

BET 19/12/2006

CROBEX 10 31/07/2009

BIST 100 25/06/2012

ATX 01/04/1993

Recommendations history

Date MICEX WIG 20 PX BUX BET CROBEX 10 BIST 100 ATX

2014-03-19 I I I Hold I I Buy I
2014-06-20 I Hold Hold I I I Hold I
2014-09-15 I Buy Buy Buy Buy Hold Buy Buy
2014-11-14 I Hold Hold Hold Hold I I I
2014-12-08 I Buy Buy Buy Buy I I I
2015-03-24 Buy I I I I I I I

Equities, asset allocation

Recommendations history: Sovereign Eurobonds (B: buy; H: hold; S: sell; I: no change)*

BG HR CZ HU PL RO RU

Date of change EUR USD EUR USD EUR USD EUR USD EUR USD EUR USD EUR USD

19/03/2014 Hold -- Sell Sell Hold Hold Buy Hold Hold Hold Hold Hold -- Buy

29/04/2014 I -- I I I I I Buy I I Buy Buy Sell Sell

20/06/2014 I -- I I I I I I Buy I Hold Hold Hold Hold

06/08/2014 I -- I I I I I I Hold I Buy I I I

16/09/2014 I  -- I I I I I I Buy Buy I I I I

09/12/2014 I  -- I I I I I Hold I I Hold Hold Sell Sell

09/02/2015 I -- I I I I I I Hold Hold Buy I I I

05/03/2015 I -- Hold Hold I I I I I I I I Hold Hold

24/03/2015 I -- Hold Hold I I Hold I Buy Hold I Buy Buy Buy
* recommendations based on absolute expected performance, i.e. expected spread change
Source: RBI/Raiffeisen RESEARCH

Recommendations history: Sovereign Eurobonds (B: buy; H: hold; S: sell; I: no change)*

RS SK SI TR UA BY

Date of change EUR USD EUR USD EUR USD EUR USD EUR USD EUR USD

19/03/2014 -- Hold -- -- -- -- Buy Hold Sell Sell -- Hold

29/04/2014 -- I -- -- -- -- Hold I I I -- I

20/06/2014 -- Buy -- -- -- -- Buy I Hold I -- I

06/08/2014 -- Hold -- -- -- -- Hold I I I -- I

16/09/2014 -- I -- -- -- -- Buy Buy Sell I -- I

09/12/2014 -- I -- -- -- -- Hold Hold I I -- I

09/02/2015 -- Sell -- -- -- -- I I I I – Sell

05/03/2015 – Hold -- -- -- -- I I I I - I

24/03/2015 – Hold -- -- -- -- I I I I - Hold
* recommendations based on absolute expected performance, i.e. expected spread change
Source: RBI/Raiffeisen RESEARCH

Bonds
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Disclosure

Equities

Cyfrowy Polsat
5y high: PLN 99.8 (16/10/2013), 5y low: PLN 60.9 (13/12/2012)
Start of Coverage: 23/10/2013
Recommendation history
Date Rating Target Price Prev. day's close Upside
26/03/2015 Buy 30.00 24.80 21.0%
18/02/2015 Buy 29.00 23.80 21.8%
21/07/2014 Buy 26.50 22.80 16.2%
17/03/2014 Hold 23.20 20.15 15.1%
13/01/2014 Buy 23.20 19.00 22.1%
12/09/2013 Hold 22.60 21.30 6.1%
11/06/2013 Buy 21.90 18.89 15.9%
Source: Raiffeisen Centrobank

CEZ
5y high: CZK 961 (13/05/2011), 5y low: CZK 427.9 (04/09/2013)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
25/03/2015 Buy 740 640 15.6%
26/02/2015 Buy 720 620 16.1%
11/04/2014 Buy 670 562 19.2%
24/03/2014 Buy 630 542 16.3%
20/02/2014 Buy 640 555 15.3%
30/10/2013 Buy 640 545 17.4%
Source: Raiffeisen Centrobank

Alior Bank
5y high: PLN 99.8 (16/10/2013), 5y low: PLN 60.9 (13/12/2012)
Start of Coverage: 23/10/2013
Recommendation history
Date Rating Target Price Prev. day's close Upside
08/01/2015 Buy 95.00 76.30 24.5%
22/10/2014 Buy 95.00 76.00 25.0%
02/09/2014 Buy 103.00 76.13 35.3%
10/06/2014 Buy 111.00 84.45 31.4%
09/12/2013 Buy 91.00 76.85 18.4%
23/10/2013 Buy 91.00 81.51 11.6%
Source: Raiffeisen Centrobank

Magyar Telekom
5y high: HUF 815 (06/04/2010), 5y low: HUF 274 (22/11/2013)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
19/02/2015 Hold 410 372 10.2%
17/03/2014 Sell 270 316 -14.6%
31/01/2014 Reduce 275 304 -9.5%
03/12/2013 Hold 300 290 3.4%
Source: Raiffeisen Centrobank

Orange Polska
5y high: PLN 19.01 (15/06/2011), 5y low: PLN 6.25 (10/04/2013)
Start of Coverage: 01/02/2002
Start of Coverage: 02/07/2012
Date Rating Target Price Prev. day's close Upside
19/12/2014 Hold 9.50 8.45 12.4%
17/03/2014 Hold 11.00 10.69 2.9%
06/02/2014 Hold 10.50 10.32 1.7%
24/01/2014 Hold 10.50 9.78 7.4%
16/07/2013 Buy 9.50 7.90 20.3%
Source: Raiffeisen Centrobank

Telekom Austria
5y high: EUR 11.335 (09/11/2010), 5y low: EUR 4.554 (08/11/2012)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
16/02/2015 Buy 6.70 5.70 17.5%
09/12/2014 Buy 6.70 5.76 16.3%
24/10/2014 Buy 7.20 6.20 16.1%
09/07/2014 Hold 7.20 7.15 0.7%
24/04/2014 Hold 7.20 6.65 8.3%
17/03/2014 Hold 7.20 6.74 6.9%
26/11/2013 Hold 6.40 6.25 2.4%
26/08/2013 Hold 6.40 5.71 12.1%
13/05/2013 Hold 6.00 5.39 11.2%
Source: Raiffeisen Centrobank
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Netia
5y high: PLN 6.47 (03/04/2012), 5y low: PLN 3.91 (12/02/2013)
Start of Coverage: 02/02/2011
Recommendation history
Date Rating Target Price Prev. day's close Upside
12/02/2015 Hold 6.30 5.93 6.2%
30/07/2014 Hold 6.00 5.60 7.1%
17/03/2014 Buy 5.90 4.85 21.6%
12/11/2013 Buy 6.00 5.10 17.6%
26/08/2013 Hold 5.45 5.09 7.1%
27/05/2013 Buy 5.00 4.34 15.2%
Source: Raiffeisen Centrobank

Bank Handlowy
5y high: PLN 128.95 (21/10/2013), 5y low: PLN 58.55 (13/09/2011)
Start of Coverage: 27/02/2014
Recommendation history
Date Rating Target Price Prev. day's close Upside
08/01/2015 Hold 121.00 105.60 14.6%
22/10/2014 Hold 120.00 112.80 6.4%
10/06/2014 Hold 128.00 123.50 3.6%
24/03/2014 Buy 123.00 105.50 16.6%
27/02/2014 Hold 120.00 109.55 9.5%
Source: Raiffeisen Centrobank

Banca Transilvania
5y high: RON 2.23 (04/03/2015), 5y low: RON 0.575931 (20/12/2011)
Start of Coverage: 06/11/2003
Recommendation history
Date Rating Target Price Prev. day's close Upside
13/10/2014 Reduce 1.65 1.73 -4.6%
10/06/2014 Sell 1.48 1.71 -13.5%
16/05/2014 Reduce 1.47 1.59 -7.4%
09/12/2013 Reduce 1.25 1.31 -4.8%
30/10/2013 Hold 1.23 1.22 1.2%
10/06/2013 Hold 1.09 1.04 5.3%
Source: Raiffeisen Centrobank

PKO BP
5y high: PLN 46.81 (04/11/2010), 5y low: PLN 29.22 (12/09/2011)
Start of Coverage: 10/01/2005
Recommendation history
Date Rating Target Price Prev. day's close Upside
08/01/2015 Buy 41.70 35.20 18.5%
22/10/2014 Buy 42.60 37.00 15.1%
11/09/2014 Buy 47.00 39.90 17.8%
10/06/2014 Buy 47.10 40.29 16.9%
06/03/2014 Buy 49.60 42.75 16.0%
09/12/2013 Buy 46.00 39.70 15.9%
23/10/2013 Buy 45.00 39.15 14.9%
24/09/2013 Buy 42.20 35.95 17.4%
10/06/2013 Buy 39.90 35.90 11.1%
Source: Raiffeisen Centrobank

Bank Millennium
5y high: PLN 9.59 (12/02/2014), 5y low: PLN 3.16 (08/06/2012)
Start of Coverage: 22/06/2010
Recommendation history
Date Rating Target Price Prev. day's close Upside
08/01/2015 Buy 9.30 7.95 17.0%
22/10/2014 Hold 9.20 8.74 5.3%
23/07/2014 Buy 9.41 8.10 16.2%
10/06/2014 Hold 9.27 8.66 7.0%
21/03/2014 Hold 9.27 8.83 5.0%
09/12/2013 Hold 7.45 7.35 1.4%
23/10/2013 Sell 6.41 7.90 -18.9%
31/07/2013 Reduce 5.74 6.14 -6.5%
10/06/2013 Hold 5.84 5.47 6.8%
Source: Raiffeisen Centrobank

Hrvatski Telekom
5y high: HRK 330.75 (08/04/2010), 5y low: HRK 142.46 (09/05/2014)
Start of Coverage: 11/12/2007
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/03/2014 Hold 180.00 162.95 10.5%
05/02/2014 Buy 200.00 167.66 19.3%
18/12/2013 Hold 200.00 175.21 14.1%
Source: Raiffeisen Centrobank

Equities
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OTP
5y high: HUF 7320 (26/04/2010), 5y low: HUF 2798 (23/09/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
24/02/2015 Buy 5,000.00 4,330.00 15.5%
04/12/2014 Buy 4,550.00 3,970.00 14.6%
10/06/2014 Hold 4,900.00 4,693.00 4.4%
09/12/2013 Hold 4,900.00 4,255.00 15.2%
10/06/2013 Hold 5,100.00 5,050.00 1.0%
Source: Raiffeisen Centrobank

Erste Group
 5y high: EUR 39.45 (16/02/2011), 5y low: EUR 10.645 (23/11/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/02/2015 Hold 24.00 23.09 3.9%
12/08/2014 Hold 21.50 19.29 11.5%
10/06/2014 Hold 28.00 26.14 7.1%
25/03/2014 Buy 27.50 23.64 16.4%
14/01/2014 Hold 31.00 29.00 6.9%
09/12/2013 Buy 28.50 24.70 15.4%
27/06/2013 Buy 24.50 20.75 18.1%
10/06/2013 Hold 26.00 24.42 6.5%
02/04/2013 Buy 26.00 21.73 19.7%
Source: Raiffeisen Centrobank

Komercni Banka
5y high: CZK 5667 (19/03/2015), 5y low: CZK 2900 (10/08/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
06/11/2014 Buy 5,400.00 4,690.00 15.1%
04/08/2014 Buy 5,250.00 4,499.00 16.7%
10/06/2014 Buy 5,250.00 4,616.00 13.7%
09/12/2013 Hold 4,800.00 4,340.00 10.6%
13/08/2013 Hold 4,400.00 4,300.00 2.3%
10/06/2013 Buy 4,400.00 3,732.00 17.9%
Source: Raiffeisen Centrobank

Coverage universe recommendation overview

Empty buy hold reduce sell suspended UR

Universe 45 60 12 4 17 7

Universe % 31% 41% 8% 3% 12% 5%

Investment banking services 14 21 4 1 2 0

Investment banking services % 33% 50% 10% 2% 5% 0%
Source: Raiffeisen Centrobank, rounding differences may occur

Technical analysisTechnical analysis: Historical recommendations

Date ATX BUX BIST 100 CROBEX 10 MICEX WIG 30

12/03/2014 BEARISH NEUTRAL | NEUTRAL BEARISH BEARISH

23/06/2014 BULLISH | NEUTRAL BULLISH BULLISH BULLISH

16/09/2014 NEUTRAL BULLISH BULLISH | | |

05/12/2014 I NEUTRAL I BEARISH NEUTRAL NEUTRAL

11/12/2014 NEUTRAL | | | BEARISH NEUTRAL

18/12/2014 | | | | BULLISH BULLISH

08/01/2015 | | | BULLISH | |

22/01/2015 | | | | | NEUTRAL

29/01/2015 | | | BEARISH | BULLISH

05/02/2015 | BULLISH | | | |

12/02/2015 | | | BULLISH | NEUTRAL

19/02/2015 BULLISH | | BEARISH | BULLISH

05/03/2015 | | BEARISH NEUTRAL | |

11/03/2015 NEUTRAL NEUTRAL | BEARISH | NEUTRAL

19/03/2015 | BULLISH | BULLISH BULLISH BULLISH

23/03/2015 BULLISH | BULLISH BEARISH BEARISH |
Bullish: Buy, Bearish = Sell, I = no change

Financial instruments/
Company

Date of the fi rst 
publication

ATX 15/04/1995

BELEX 15 01/10/1996

BUX 01/10/1996

CROBEX 18/11/2009

MICEX 02/09/2013

PX 15/03/2002

WIG 30 01/10/1996

Equities
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Disclaimer Financial Analysis
Publisher: Raiffeisen Bank International AG (abbreviated as “RBI”)

RBI is a credit institution according to §1 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna, Austria.

Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: Austrian Financial Market Authority (FMA) Unless set out herein explicitly otherwise , references to legal norms refer to norms enacted by the Re-
public of Austria .

This document is for information purposes and may not be reproduced or distributed to other persons. This document constitutes neither a solicitation of an offer nor a pro-
spectus in the sense of the Austrian Capital Market Act (KMG) or the Stock Exchange Act or any other comparable foreign law. An investment decision in respect of a se-
curity, financial product or investment must be made on the basis of an approved, published prospectus or the complete documentation for the security, financial product 
or investment in question, and not on the basis of this document.

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Securities Supervision Act. Neither this document nor 
any of its components shall form the basis for any kind of contract or commitment whatsoever. This document is not a substitute for the necessary advice on the purchase 
or sale of a security, investment or other financial product. In respect of the sale or purchase of securities, investments or financial products, your banking advisor can pro-
vide individualised advice which is suitable for investments and financial products.

This analysis is fundamentally based on generally available information and not on confidential information which the party preparing the analysis has obtained exclu-
sively on the basis of his/her client relationship with a person. 

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any assurances regarding its accuracy and 
completeness. 

In emerging markets, there may be higher settlement and custody risk as compared to markets with established infrastructure. The liquidity of stocks/financial instruments 
can be influenced by the number of market makers. Both of these circumstances can result in elevated risk in relation to the safety of investments made on the basis of the 
information contained in this document.

The information in this publication is current, up to the creation date of the document. It may be outdated by future developments, without the publication being changed. 

Unless otherwise expressly stated (www.raiffeisenresearch.at/specialcompensation), the analysts employed by Raiffeisen Bank International AG are not compensated for 
specific investment banking transactions. Compensation of the author or authors of this report is based (amongst other things) on the overall profitability of RBI, which in-
cludes, inter alia, earnings from investment banking and other transactions of RBI. In general, RBI forbids its analysts and persons reporting to the analysts from acquiring 
securities or other financial instruments of any enterprise which is covered by the analysts, unless such acquisition is authorised in advance by RBI’s Compliance Department.

RBI has put in place the following organisational and administrative agreements, including information barriers, to impede or prevent conflicts of interest in relation to rec-
ommendations: RBI has designated fundamentally binding confidentiality zones. Confidentiality zones are typically units within credit institutions, which are isolated from 
other units by organisational measures governing the exchange of information, because compliance-relevant information is continuously or temporarily handled in these 
zones. Compliance-relevant information may fundamentally not leave a confidentiality zone and is to be treated as strictly confidential in internal business operations, in-
cluding interaction with other units. This does not apply to the transfer of information necessary for usual business operations. Such transfer of information is limited, how-
ever, to what is absolutely necessary (need-to-know principle). The exchange of compliance-relevant information between two confidentiality zones may only occur with 
the involvement of the Compliance Officer.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK): 

This document does not constitute either a public offer in the meaning of the Kapitalmarktgesetz („KMG“) nor a prospectus in the meaning of the KMG or of the Börsege-
setz. Furthermore this document does not intend to recommend the purchase or the sale of securities or investments in the meaning of the Wertpapieraufsichtsgesetz. This 
document shall not replace the necessary advice concerning the purchase or the sale of securities or investments. For any advice concerning the purchase or the sale of se-
curities of investments kindly contact your RAIFFEISENBANK. Special regulations for the United Kingdom of Great Britain and Northern Ireland (UK): this publication has 
been either approved or issued by Raiffeisen Bank International AG (RBI) in order to promote its investment business. Raiffeisen Bank International AG, London Branch is 
authorised by the Austrian Financial Market Authority and subject to limited regulation by the Financial Conduct Authority (“FCA”). Details about the extent of our regula-
tion by the Financial Conduct Authority are available from us on request. This publication is not intended for investors who are Retail Customers within the meaning of the 
FCA rules and should therefore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed as an offer or solic-
itation of an offer to buy (or sell) investments. RBI may have affected an Own Account Transaction within the meaning of FCA rules in any investment mentioned herein or 
related investments and or may have a position or holding in such investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a pub-
lic offering of any securities mentioned in this report or in any related security. 

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA: This document may not be transmitted to, or distributed within, the United States of 
America or Canada or their respective territories or possessions, nor may it be distributed to any U.S. person or any person resident in Canada, unless it is provided di-
rectly through RB International Markets (USA) LLC, a U.S. registered broker-dealer (‘RBIM’), and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research document is intended only for institutional investors and is not subject to 
all of the independence and disclosure standards that may be applicable to research documents prepared for retail investors. This report was provided to you by RB Inter-
national Markets (USA) LLC, a U.S. registered broker-dealer (‘RBIM’), but was prepared by our non-U.S. affiliate, Raiffeisen Bank International AG (RBI). Any order for the 
purchase or sale of securities covered by this report must be placed with RBIM. You can reach RBIM at 1133 Avenue of the Americas, 16th Floor, New York, NY 10036, 
212-600-2588. This document was prepared outside the United States by one or more analysts who may not have been subject to rules regarding the preparation of re-
ports and the independence of research analysts comparable to those in effect in the United States. The analyst or analysts who prepared this research (i) are not registered 
or qualified as research analysts with the Financial Industry Regulatory Authority (FINRA) in the United States, and (ii) are not allowed to be associated persons of RBIM 
and are therefore not subject to FINRA regulations, including regulations related to the conduct or independence of research analysts.

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject to change without notice. The informa-
tion contained in this report has been compiled from sources believed to be reliable by RBI, but no representation or warranty, express or implied, is made by RBI or its 
affiliated companies or any other person as to the report’s accuracy, completeness or correctness. Securities which are not registered in the United States may not be of-
fered or sold, directly or indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Securities Act of 1933 [the ‘Securities Act’]), 
except pursuant to an exemption under the Securities Act. This report does not constitute an offer with respect to the purchase or sale of any security within the meaning 
of Section 5 of the Securities Act and neither shall this report nor anything contained herein form the basis of, or be relied upon in connection with, any contract or com-
mitment whatsoever. This report provides general information only. In Canada it may only be distributed to persons who are resident in Canada and who, by virtue of 
their exemption from the prospectus requirements of the applicable provincial or territorial securities laws, are entitled to conduct trades in the securities described herein. 

INFORMATION REGARDING THE PRINCIPALITY OF LIECHTENSTEIN: COMMISSION DIRECTIVE 2003/125/EC of 22 December 2003 implementing Directive 2003/6/
EC of the European Parliament and of the Council as regards the fair presentation of investment recommendations and the disclosure of conflicts of interest has been incor-
porated into national law in the Principality of Liechtenstein by the Finanzanalyse-Marktmissbrauchs-Verordnung.

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as it is severable from the remaining terms, 
be deemed omitted from this Disclaimer; it shall in no way affect the legality, validity or enforceability of the remaining terms. 
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Yavor Russinov Tel: +3592 9198 5136

Sarajevo: Raiffeisen Bank d.d. Bosna i Hercegovina
Vildana Sijamhodzic Tel: +387 33 287 283

Tirana: Raiffeisen Bank Sh.a. 
Jorida Zaimi  Tel: +355 4 2381 445 2865

Warsaw: Raiffeisen Bank Polska S.A.
Zuzanna Szatkowska Tel: +48 22 585 2431

Zagreb: Raiffeisenbank Austria d.d.
Wolfgang Wöhry Tel: +385 1 4566 462

International Desk 

CEO 
Susanne Höllinger Tel.: +43 1 534 51 333

Director Private Banking (Austria)
Alexander Firon Tel.: +43 1 534 51 213

Director Private Banking (RUS/CIS)
William Sinclair Tel.: +43 1 534 51 231

EO 

Director Private Banking (CE/SEE)
Krisztian Slanicz Tel.: +43 1 534 51 603

Institutional Clients 
Herwig Wolf Tel.: +43 1 534 51 261

Kathrein Privatbank Aktiengesellschaft

Finance Company
RB International Finance (USA) LLC
Dieter Beintrexler Tel: +1 212 845 4100


