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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

The European Central Bank (ECB) will continue its quantitative easing pro-
gramme at full strength in the months ahead. Despite this, yields in the euro area 
increased sharply, and this was also felt on the Central and Eastern European 
capital markets. Compared to three months ago, yields on long-dated bonds are 
now 80bp to 100bp higher. And US interest rates have not even risen yet. 
We do not see the steepening of the yield curve as a threat to the economic recov-
ery. On the contrary, it is more of a sign that GDP growth is continuing to accel-
erate in the euro area and Central Europe. For instance, due to the robust start to 
the year, we have boosted our GDP forecasts for 2015 for CE countries, as well 
as for the main Balkan countries of Romania, Bulgaria, and Croatia. We believe 
that the high point in the growth cycle will occur in the second half of the year until 
early 2016. The situation remains difficult in Russia and Ukraine, with both coun-
tries suffering significant declines in GDP. Austria will probably be towards of the 
back of the pack in terms of growth in 2015. Mild improvement in the second 
half of the year and massive tax cuts should help to bring GDP growth to 1.8% in 
2016, which is closer to the euro area average. Nonetheless, the structural weak-
ness in several parts of the economy hinders economic growth over the long term.
In most Eastern European countries, inflation has already bottomed out and will 
have moved well away from the negative territory in 2016. 
Impact on monetary policy and exchange rates
The central banks in CE/SEE have essentially used up their room to lower inter-
est rates. We do not foresee any turnaround in monetary policy in these coun-
tries until mid-2016. Russia will attempt to use the stronger rouble for additional 
cuts in interest rates. Consequently, the start of the tightening cycle by the US Fed 
should not cause too many problems. Nevertheless, temporary bouts of depreci-
ation should be expected in relation to the latent problems with Greece. By end-
2015, however, we project that some CE exchange rates will tend to strengthen 
versus the euro. Towards the end of the year, the rouble will probably show some 
weakness, as interest rate cuts increase.
Impact on the bond and equity markets
The trough in yields has also been passed through in the CE/SEE countries. Ten-
sions related to Greece and the renewed escalation of the Ukraine/Russia con-
flict are occasionally having a negative impact on the bond and equity mar-
kets. This notwithstanding, we believe that stronger economic conditions will in-
creasingly be priced in on the market as the second half of the year continues, 
and this will leave very little room for a rebound on the bond markets. Over a 6 
to 12-month horizon, the yield curves should grow steeper. In Russia, however, 
there is still some potential for yields to fall on the long end of the curve.
With regard to the second half of the year, we expect equity prices to trend some-
what higher. The upcoming elections in Poland and the lack of liquidity in Croatia 
prompt us to take a somewhat more cautious stance there. As for the ATX, we ex-
pect an upward trend to start again following the setbacks seen in June. It should 
be possible to reach or slightly exceed the highs registered in May.

 Financial analyst: Peter Brezinschek, RBI Vienna

Will the turnaround in yields be a negative factor for CEE economies?

Recommendations1 – debt markets

Corporate bonds curr.2

Buy Lukoil 7.25% due 2019
Phosagro 4.204% due 2018

407
436

1 horizon: end 3rd quarter 2015
2 asset swap spreads (bp)
Source: RBI/Raiffeisen RESEARCH

Recommendations1 – stock markets

Indices

Buy ATX, BUX, PX, MICEX, BET

Hold WIG30, CROBEX10, BIST 
National 100

Sell -
Equities

Vienna Insurance Group
Current share price: EUR 32.06
Target price: EUR 39.00
Mayr-Melnhof
Current share price: EUR 103.4
Target price: EUR 108.0
MOL
Current share price: HUF 14,450
Target price: HUF 17,500
Gedeon Richter
Current share price: HUF 4,230
Target price: HUF 5,100
Ciech
Current share price: PLN 58.39
Target price: PLN 65.00

  Capital market yields higher in CEE as well, despite ongoing expansive monetary policy
  GDP growth estimates raised in some countries on the back of robust Q1 performance
  Russian economic crisis still not over yet 

CEE: Market strategy*

Eurobonds LCY Bonds FX

EUR USD 2y 10y --

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

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

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

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

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

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

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

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

SK -- -- -- -- --

SI -- -- -- -- --

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

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

BY -- B (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 March 2015) in brackets
Recomm. horizon: end 3rd 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 1.5
Hungary 1.7 -0.2 0.5 2.9
Czech Rep. 1.4 0.4 0.5 1.7
Slovakia 1.4 -0.1 0.0 1.3
Slovenia 1.8 0.2 0.3 1.5
CE 1.2 0.1 0.0 1.7
Croatia 2.2 -0.2 0.0 1.4
Bulgaria 0.9 -1.4 0.1 2.2
Romania 4.0 1.1 0.0 1.4
Serbia 7.8 2.9 2.0 4.0
Bosnia a. H. -0.1 -0.9 1.0 2.0
Albania 1.9 1.6 1.8 2.8
Kosovo 1.8 0.4 0.2 1.5
SEE 3.4 0.7 0.3 1.9
Russia 6.8 7.8 15.2 7.5
Ukraine -0.2 12.1 53.7 14.0
Belarus 18.3 18.1 17.0 16.0
EE 6.8 8.5 17.7 8.2
Turkey 7.5 8.9 7.7 7.5
Austria 2.1 1.5 1.2 1.9
Germany 1.6 0.8 0.4 2.6
Euro area 1.4 0.4 0.4 1.4
USA 1.5 1.7 0.0 2.7

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Current account balance (% of GDP)

Countries 2013 2014 2015e 2016f
Poland -1.3 -0.5 -1.1 -1.7
Hungary 4.1 3.9 3.8 3.7
Czech Rep. -0.5 0.6 0.6 0.6
Slovakia 1.5 0.1 -0.1 -0.1
Slovenia 5.6 5.8 4.8 4.6
CE -0.1 0.4 0.2 -0.1
Croatia 0.8 0.7 0.9 0.7
Bulgaria 1.8 0.0 2.4 -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 -7.8 -8.0 -7.7
Albania -10.4 -10.2 -10.5 -10.0
Kosovo -7.0 -7.6 -7.5 -6.5
SEE -1.5 -1.6 -1.8 -2.5
Russia 1.6 3.5 3.7 2.7
Ukraine -9.0 -4.0 -1.9 -0.7
Belarus -10.0 -6.6 -5.1 -5.7
EE 0.4 2.6 3.0 2.2
Turkey -7.9 -5.7 -5.1 -6.0
Austria 1.0 0.6 0.8 0.7
Germany 6.7 6.9 7.0 6.5
Euro area 1.9 2.1 2.4 2.2
USA -2.3 -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 -3.2 -2.7 -2.3
Hungary -2.3 -2.6 -2.6 -2.5
Czech Rep. -1.3 -2.0 -2.5 -1.8
Slovakia -2.6 -2.9 -2.5 -1.9
Slovenia -14.9 -4.6 -3.5 -3.1
CE -3.6 -2.9 -2.7 -2.2
Croatia -5.4 -5.7 -5.4 -5.0
Bulgaria -1.9 -3.8 -2.8 -2.5
Romania -2.2 -1.5 -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 -3.3 -3.3 -3.0
Russia -1.0 -1.0 -4.2 -3.0
Ukraine -6.7 -11.0 -7.0 -5.5
Belarus 0.2 1.0 -1.0 0.0
EE -1.3 -1.6 -4.3 -3.0
Turkey -1.6 -1.5 -1.5 -1.5
Austria -1.3 -2.4 -1.9 -1.8
Germany 0.1 0.2 0.0 0.2
Euro area -2.9 -2.4 -2.0 -1.7
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 50.1 50.1 49.9
Hungary 77.2 76.9 75.0 73.8
Czech Rep. 45.7 42.6 41.1 40.4
Slovakia 54.6 53.6 53.3 53.0
Slovenia 73.0 80.0 82.0 81.2
CE 57.3 53.9 53.4 52.9
Croatia 80.8 85.1 90.5 93.7
Bulgaria 19.0 27.1 28.5 29.5
Romania 38.0 39.8 39.8 39.8
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 44.7 48.9 50.5 51.3
Russia 11.3 11.5 12.5 13.5
Ukraine 40.7 53.6 81.4 72.0
Belarus 32.5 34.1 36.0 37.0
EE 13.9 15.0 17.7 18.1
Turkey 36.2 35.0 34.0 32.0
Austria 80.9 84.5 87.0 85.3
Germany 76.9 74.5 72.4 69.6
Euro area 90.9 91.9 91.7 90.3
USA 100.8 103.2 102.6 101.6

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Gross foreign debt (% of GDP)

Countries 2013 2014 2015e 2016f
Poland 70.1 70.9 68.8 67.6
Hungary 118.5 108.6 92.4 84.6
Czech Rep. 66.9 67.0 65.4 63.3
Slovakia 81.1 88.1 94.4 88.4
Slovenia 110.7 110.1 108.5 105.4
CE 78.8 78.6 75.5 72.7
Croatia 105.7 108.5 111.3 111.1
Bulgaria 90.0 94.7 97.4 96.9
Romania 68.0 62.8 59.6 57.9
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 59.3 58.1 56.7 55.4
Russia 33.8 35.4 37.7 31.6
Ukraine 79.3 96.4 131.8 143.4
Belarus 51.8 57.8 59.6 56.9
EE 37.9 40.1 44.2 38.5
Turkey 45.5 55.9 59.8 52.4
Austria n.v. n.v. n.v. n.v.
Germany n.v. n.v. n.v. n.v.
Euro area 114.0 119.7 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 4.16 4.05
Hungary 297 309 310 320
Czech Rep. 26.0 27.5 27.4 27.3
Slovakia euro euro euro euro
Slovenia euro euro euro euro

Croatia 7.58 7.63 7.65 7.66
Bulgaria 1.96 1.96 1.96 1.96
Romania 4.42 4.44 4.45 4.42
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 64.4 64.6
Ukraine 10.8 15.9 24.9 29.8
Belarus 11834 13597 17247 20042

Turkey 2.53 2.90 2.93 2.94
Austria euro euro euro euro
Germany euro euro euro euro
Euro area euro euro euro euro
USA 1.33 1.33 1.11 1.09

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 CC Ca CC
Belarus B- Caa1 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 2015e Consensus 2016f Consensus
Poland 1.7 3.4 3.9 3.6 3.6 3.6
Hungary 1.5 3.6 3.0 2.9 2.5 2.4
Czech Rep. -0.7 2.0 3.2 3.0 2.4 2.7
Slovakia 1.4 2.4 3.1 2.9 3.5 3.3
Slovenia -1.0 2.6 2.4 2.1 2.3 2.0
CE 1.0 3.0 3.5 3.3 3.1 3.2
Croatia -1.1 -0.4 0.5 0.4 1.0 1.2
Bulgaria 1.1 1.7 2.0 1.8 2.1 2.2
Romania 3.4 2.8 4.0 3.4 3.5 3.4
Serbia 2.6 -1.8 0.0 -0.2 2.5 1.7
Bosnia a. H. 2.5 0.5 2.5 2.2 3.0 2.9
Albania 1.1 2.0 3.0 2.5 4.0 3.2
Kosovo 3.4 0.5 2.0 n.a. 3.0 n.a.
SEE 2.2 1.5 2.6 2.2 2.8 2.7
Russia 1.3 0.6 -4.0 -3.5 0.5 0.5
Ukraine 0.2 -6.8 -10.0 -9.4 1.5 1.4
Belarus 1.0 1.6 -3.5 -1.6 0.5 1.0
EE 1.2 0.2 -4.4 -3.8 0.6 0.6
Turkey 4.2 2.9 3.0 3.1 3.5 3.6
Austria 0.2 0.3 0.7 0.8 1.8 1.5
Germany 0.2 1.6 1.6 1.9 2.2 2.0
Euro area -0.3 0.9 1.4 1.5 1.9 1.8
USA 2.2 2.4 2.7 2.2 3.0 2.8
Source: Thomson Reuters, Bloomberg, Consensus Economics, Bloomberg, RBI/Raiffeisen RESEARCH
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Exchange rate forecast

Countries 24-Jun1 Sep-15 Dec-15 Jun-16
vs EUR
Poland 4.17 4.15 4.10 4.05
Hungary 311.13 310.0 315.0 320.0
Czech 
Rep. 27.23 27.5 27.4 27.4

Croatia 7.59 7.65 7.70 7.60
Romania 4.47 4.45 4.45 4.45
Serbia 120.44 124.0 126.0 125.0
Albania 140.43 140.5 140.0 140.0

vs USD
Russia 54.4 55.0 60.0 60.0
Ukraine 21.17 23.00 25.00 27.00
Belarus 15400 16100 16850 18400
Turkey 2.68 2.75 2.70 2.65

EUR/USD 1.12 1.10 1.05 1.08
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

2y LCY yield forecast

Countries 24-Jun1 Sep-15 Dec-15 Jun-16
Poland 1.98 2.1 2.4 2.9
Hungary* 2.16 2.1 2.2 2.5
Czech R. 0.02 0.0 0.0 0.1
Croatia 2.33 2.8 2.8 3.3
Romania* 2.02 2.4 2.5 2.9
Russia 10.95 10.4 10.3 8.4
Turkey 9.68 10.0 10.0 10.5

Austria -0.15 -0.2 -0.2 -0.1
Germany -0.22 -0.3 -0.3 -0.2
USA 0.64 1.0 1.1 1.8

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

Key interest rate forecast

Countries 24-Jun1 Sep-15 Dec-15 Jun-16
Poland 1.50 1.50 1.50 1.50
Hungary 1.50 1.30 1.30 1.30
Czech R. 0.05 0.05 0.05 0.05
Romania 1.75 1.75 1.75 1.75
Russia 11.50 10.50 10.00 8.00
Turkey 7.50 7.50 7.50 8.00

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-Jun1 Sep-15 Dec-15 Jun-16
Poland 1.72 1.80 1.80 1.80
Hungary 1.42 1.30 1.30 1.30
Czech R. 0.31 0.28 0.29 0.35
Croatia 0.94 1.09 1.10 1.25
Romania 1.29 1.55 1.65 1.75
Russia 12.55 11.90 11.40 9.40
Turkey 11.34 10.80 11.10 11.60

Euro area -0.01 0.00 0.00 0.00
USA 0.28 0.70 0.95 1.70
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

5y LCY yield forecast

Countries 24-Jun1 Sep-15 Dec-15 Jun-16
Poland 2.69 2.9 3.1 3.6
Hungary 3.01 3.3 3.4 3.7
Czech R. 0.41 0.3 0.4 0.7
Croatia 3.27 3.5 3.5 3.6
Romania 2.94 3.2 3.3 3.7
Russia 11.10 10.5 10.1 9.0
Turkey 9.36 9.8 10.5 11.5

Austria 0.30 0.3 0.3 0.7
Germany 0.09 0.1 0.2 0.5
USA 1.66 1.9 2.0 2.4

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

10y LCY yield forecast

Countries 24-Jun1 Sep-15 Dec-15 Jun-16
Poland 3.21 3.4 3.6 4.0
Hungary 3.91 4.4 4.5 4.8
Czech R. 1.24 1.0 1.2 1.3
Romania 4.00 4.2 4.4 4.9
Russia 11.01 10.3 9.8 9.5
Turkey 9.20 10.0 11.0 12.0

Austria 1.19 1.1 1.2 1.6
Germany 0.84 0.8 0.9 1.3
USA 2.37 2.5 2.6 3.0

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
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1 forecasts for 30 Sep-2015 in comparison to 24 Jun-2015
Source: Bloomberg
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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 78.5% 24.7% 14.4 11.5
WIG 30 85.2% 3.9% 13.9 13.4
BUX n.a. 21.4% 13.2 10.9
PX* 14.1% -3.0% 12.1 12.4
MICEX 27.3% 21.5% 6.4 5.3
BET** -5.1% 21.2% 12.1 10.0
CROBEX10 12.4% 20.2% 12.3 10.9
BIST Nat. 
100

10.4% 15.0% 10.8 9.4

* Czech Rep. (PX): excl. Central European Media Enter-
prises, 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-Jun1 Sep-15 Dec-15 Jun-16

ATX 2,513 2,620 2,700 2,620
WIG 30 2,574 2,620 2,730 2,690
BUX 21,845 22,800 23,700 23,000
PX 982 1,030 1,070 1,055
MICEX 1,652 1,720 1,750 1,820
BET 7,250 7,500 7,750 7,680
CROBEX10 1,022 1,040 1,060 1,055
BIST Nat. 
100

84,141 86,000 88,000 90,000

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) -0.87%
Benchmark (in EUR) -0.84%
RBI outperformance (in EUR) -0.03 pp
by weighting of equities vs bonds 0.11 pp

regional equity weightings -0.16 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds 0.02 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.00 pp

1 24 March 2015 - 24 June 2015
EB...Eurobonds
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

CEE portfolio moved sideways in Q2

Period 1: 24 Mar 2015 - 1 May 2015

RBI portfolio (in EUR) 2.70%
Benchmark (in EUR) 2.63%
RBI outperformance (in EUR) 0.06 pp
by weighting of equities vs bonds 0.19 pp

regional equity weightings -0.12 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 -0.01 pp

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

Period 2: 1 May 2015 - 1 Jun 2015

RBI portfolio (in EUR) -1.74%
Benchmark (in EUR) -1.62%
RBI outperformance (in EUR) -0.12 pp
by weighting of equities vs bonds -0.06 pp

regional equity weightings -0.05 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds -0.01 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: 1 Jun 2015 - 24 Jun 2015

RBI portfolio (in EUR) -1.76%
Benchmark (in EUR) -1.79%
RBI outperformance (in EUR) 0.03 pp
by weighting of equities vs bonds -0.01 pp

regional equity weightings 0.01 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds 0.03 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
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  Higher share of equities delivers positive performance effect of 11bp
  Hungarian stocks relatively strong during the fi rst period
  RUB weakness fosters outperformance in the bond portfolio

The prospect of modest gains on the equity market and expectations of minimal 
changes in bond yields prompted us to increase the share of equities in the portfolio 
at the start of the quarter. The overweighting of risky assets was maintained through-
out the entire period, and the initially strong performance of the equity market re-
sulted in outperformance of 7 basis points (bp) versus the benchmark, despite the 
subsequent setback. All in all, however, the portfolio registered underperformance 
of 3bp, due to negative contributions from positions in the equity segment.
In the first period, the economically stable countries Czech Republic and Roma-
nia were financed via Hungary in the equity segment. This latter market did sig-
nificantly better than expected however, resulting in underperformance of 12bp. 
Starting from period 2, the Czech Republic was underweighted in favour of Po-
land, Russia, and Romania. The relatively robust performance of the Czech eq-
uity market during this phase resulted in underperformance of 5bp however. Dur-
ing period 3, it was mainly the overweighting of Romania and Russia that made 
a modest positive contribution, and as a result it was possible to hold a cumula-
tive underperformance of 16bp.
In the bond segment, Romania was overweighted the whole time. During period 
1 this resulted in performance on par with the benchmark, due to the very small 
movements in yields. During periods 2 and 3, Russia was underweighted, based 
on our expectations of rate cuts. The corresponding depreciation of the rouble 
during period 3 helped the bond segment to close on a positive note, as a result 
of which the cumulative outperformance of 2bp was maintained.

Financial analyst: Stefan Theußl, RBI Vienna

CEE portfolio

2012 2013 2014 ytd

Benchmark 21.90% -2.54% -8.11% 10.64%

Portfolio 21.07% -2.41% -8.23% 10.19%

Relative Performance -0,83 pp 0,12 pp -0,12 pp -0,44 pp
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH



7Please note the risk notifi cations and explanations at the end of this document

Asset allocation – total portfolio

As we expect inflation in the CE region to stabilise over a one-year horizon, the 
leeway for further interest rate cuts should narrow and thus the lows in yields on 
10-year government bonds should be reached, aside from a few exceptions. In 
historical terms, yields have fallen to a low level, which will probably hamper the 
attractiveness of bond investments, due to the low risk premiums. For CEE fixed 
income investors, while local currency bonds still offer interesting yields in ab-
solute terms compared to their peers from core European countries, the remain-
ing potential for prices may be limited. Provided that the oil price slowly moves 
higher and there is no further escalation of geopolitical tensions, exchange rate 
volatility should continue to decline.

Although we expect equities to outperform bonds for the quarter ahead we do 
not overweight risky assets due to the uncertainty weighing on markets induced 
by the ineffective negotiations between Greece and its creditors. This could lead 
to downward movements in the short term. Nevertheless, the risk-return profile 
has improved and thus, investors with a CEE link might feel a stronger motivation 
to reallocate into riskier assets given a resolution for the Greek situation is found. 
Then, some of the Eastern European indices will be pulled along in the wake of 
a rebound in the developed markets, thanks to their tight economic ties, and will 
thus trend higher.

Another supportive factor is the accommodative monetary policy in place around 
the world and in particular by the ECB. However, from a risk perspective, be-
sides Greece the main focus in the coming quarter will be the Russia/Ukraine 
crisis. While a rate hike by the US Fed may trigger some higher volatility on the 
markets, this is only expected to occur towards the end of Q3 at the earliest. 
Other risk factors include weaker economic performance than we project and 
another major decline in the oil price. All in all, we thus recommend a neutral 
weighting between equities and bonds.

Financial analyst: Stefan Theußl, RBI Vienna

Balanced weighting of bonds vs. equities recommended

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 15.1 15.0 0.7 -1.1 -5.5 -4.5 3.0 2.1 0.4 -1.3 4.7 5.8

Hungary 24.8 22.4 35.1 33.1 -5.3 -3.6 9.5 3.8 3.1 1.6 7.6 9.6

Poland 16.9 13.2 5.0 1.9 1.0 1.3 8.4 3.2 1.9 -1.2 6.6 6.9

Romania 13.2 12.6 10.9 10.6 8.3 9.5 3.7 0.1 0.7 0.4 2.2 3.3

Russia 28.2 15.8 39.3 19.1 -5.0 2.1 30.6 7.6 43.2 20.0 -4.2 5.1

Turkey 30.6 21.8 -8.4 -3.0 -1.2 7.7 19.8 7.0 -7.1 -1.6 -0.8 8.1

Croatia 10.3 9.8 5.4 4.5 -4.5 -3.5 4.8 4.8 -0.3 -0.3 6.4 6.4

CEE 16.6 - 10.6 - 6.0 - 3.3 -
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 Q3 2015

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

Risk-return (%)

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

  Expansive monetary policy should continue to support asset prices
  CEE equity markets may profi t from the euro-area recovery
  Greece and geopolitical crisis as the main risk factors

Equities: 50%  
[0 pp]

LCY-bonds: 
40%  [0 pp]

EB USD:  5%           
[0 pp]

EB EUR:  5%       
[0 pp]
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Asset allocation – bonds

Rate-cutting cycle completed for the most part

Expected bond market performance (%)

3m 6m 9m 12m

Countries EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic 1.7 2.6 0.8 1.3 2.2 2.8 1.0 1.5

Hungary -2.6 -3.3 -3.7 -2.9 -3.3 -2.4 -5.2 -2.8

Poland -0.4 -0.9 -0.1 -1.8 -1.0 -2.6 -0.7 -3.5

Romania -0.6 -0.6 -1.0 -1.0 -0.3 -1.4 -2.5 -2.6

Russia 5.9 4.9 6.2 9.6 15.6 13.3 8.4 15.4

Turkey -4.8 -3.3 -3.1 -7.5 -4.2 -8.6 0.6 -3.2
 Not annualised; 10y treasury bond, LCY…local currency
Source: RBI/Raiffeisen RESEARCH
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  Reversal in yields is underway
  Upside potential in Russia
  Hungary: interest rate changes in the USA as a risk factor

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 20.0% 20.0% 0.0%

Hungary 18.0% 20.0% -2.0%

Poland 45.0% 45.0% 0.0%

Romania 5.0% 5.0% 0.0%

Russia 7.0% 5.0% 2.0%

Turkey 5.0% 5.0% 0.0%

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

During the second quarter, rising yields were registered 
for most bond markets in the CEE region. On the one 
hand, this was due to the correction in the prices of Ger-
man and US government bonds, and on the other hand, 
selling pressure on CEE bonds rose as a result of nego-
tiations on Greece’s debt problems and speculation that 
these talks might fail. Furthermore, in most of the countries 
in the region the low point in interest rates has probably 
already been reached, and thus over the medium term 
one important source of support will disappear. By con-
trast, we see the turnaround in interest rates in the USA 
as an additional risk factor for the performance of East-
ern European government bonds. This has prompted us to 
close the carry bet between Romania and the Czech Re-
public. This risk factor mainly affects Romanian bonds of 
longer maturity, whereas Czech bonds should tend to sta-
bilise, based on their high degree of correlation with Ger-
many. In this regard, we see additional downside poten-
tial for Hungarian bonds due to the high share of USD-
based investors in this asset class, and this may over-
shadow the positive effects of interest rate cuts by the cen-
tral bank. In Russia, we expect to see a decline in in-
flation, and additional rate cuts by the Russian central 
bank should help this bond market to book increases in 
prices. Furthermore, at the current level of EUR/RUB 60, 
we believe the exchange rate has good support. Accord-
ingly, in the bond segment, we position ourselves with an 
overweight of 2pp on Russia and fi nance this by under-
weighting Hungarian bonds by 2pp. The parliamentary 
elections in Poland and the currently uncertain outcome in 
relation to the formation of a government in Turkey are po-
litical risk factors which have prompted us to forego any 
weighting in these two countries.

Financial analyst: Stefan Memmer, RBI Vienna
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Asset allocation – equities

Economy and politics remain the dominant factors

  Economic dynamics to have a positive effect on the Czech and Hungarian stock markets
  Poland and Turkey suffering from political uncertainty
  Russia profi ting from rising oil prices, but Ukraine remains the key risk factor

Expected stock market performance (%)

3m 6m 9m 12m

Countries EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic 3.8 4.9 8.3 9.0 8.3 9.0 6.8 7.4

Hungary 4.8 4.4 7.2 8.5 6.3 7.6 2.4 5.3

Poland 2.3 1.8 7.9 6.1 7.5 5.7 7.6 4.5

Romania 4.0 3.4 7.4 6.9 8.5 6.8 6.5 5.9

Russia 4.7 4.1 2.3 5.9 10.6 9.0 3.4 10.2

Croatia 0.6 1.8 1.9 3.7 2.2 3.7 2.8 3.2

Turkey 1.3 2.2 10.6 4.6 10.6 4.6 12.3 7.0
Not annualised, LCY…local currency
Source: RBI/Raiffeisen RESEARCH
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Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Although all of the CEE indices in our portfolio except for 
Turkey were able to post gains in early Q2, the achieved 
levels were only significant for Hungary, where the index 
heavyweights profited from the government’s promise to re-
duce the banking levy. Otherwise, sentiment among Euro-
pean investors was muted, due to the increasingly tense dis-
cussions about Greece’s future which escalated during the 
quarter. With a political agreement between both parties, 
however, this risk factor may be contained in the next fu-
ture, and the CEE markets may then return to a calmer pe-
riod again, as these markets show positive correlation with 
the core European markets. But it should be kept in mind 
that the volatility observed in CEE yields is generally higher.
Nonetheless, along with the Hungarian market, we also 
expect performance between 4.1% and 4.9% (in LCY 
terms) over the quarter for both the Czech and the Rus-
sian equity market. In terms of our expectations for ex-
change rate developments and as a EUR-based investor, 
these three markets should also perform better in relative 
terms in the CEE region, and consequently we overweight 
each of these markets by 1 percentage points (pp). In the 
Czech Republic, we identify a relatively good risk-return 
profile, solid economic performance and favourable inter-
est rate conditions. The Russian equity market seems in-
teresting in the light of our oil price and RUB exchange 
rate expectations. The recovery looks promising in favour 
of positive signs from the Russian economy, but the conflict 
with Ukraine remains the biggest risk factor.
We underweight Poland by 2pp, as we judge the political 
risk as high, due to the upcoming elections in the autumn. In 
particular the banking sector may suffer from a further shift 
to the right. Turkey (-1pp) is also dealing with political bur-
dens. Both countries show a sub-average risk-return profile.

Financial analyst: Stefan Theußl, RBI Vienna

Portfolio weightings: stocks

Portfolio Benchmark Difference

Czech Republic 9.0% 8.0% 1.0%

Hungary 8.0% 7.0% 1.0%

Poland 23.0% 25.0% -2.0%

Russia 36.0% 35.0% 1.0%

Turkey 24.0% 25.0% -1.0%

Croatia 0.0% 0.0% 0.0%

Romania 0.0% 0.0% 0.0%
Source: RBI/Raiffeisen RESEARCH
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Focus on EE region

The economic ramifications of the Ukraine conflict are becoming much more tan-
gible for Russia, Ukraine and Belarus this year. In an optimistic scenario which as-
sumes stabilisation in H2 2015, Ukraine’s GDP will contract by around 10%, with 
the first quarter alone marked by a decline of some 17% compared to the previous 
year. According to official announcements, GDP in Russia declined by 3.2% in 
the first five months of the year. In particular, Russia struggled with the slump in in-
dustry, construction, and investments during the second quarter, while retail sales 
and real wage growth remain weak. Consequently, we maintain our forecast for a 
4% decline in Russian GDP in 2015. Belarus may also post negative GDP growth 
rates in 2015, for the first time since 1995. On the whole, despite the solid perfor-
mance of the global economy, this year the EE region will probably experience a 
contraction in GDP similar to what was seen in the 1998 Russia crisis, which also 
had major ramifications for the region. Furthermore, in our view, there are cur-
rently no clear signs of any de-escalation in the overall geopolitical situation. Con-
sequently, 2016 will also be challenging for the political and economic develop-
ment of the region. In a best-case scenario, 2016 will bring stagnation. This out-
look is supported by the fact that the Minsk-II process is off-track and far behind 
schedule. No quick agreement can be expected. Consequently, the West’s sanc-
tions on Russia will likely remain in place until 2016. This is particularly the case, 
as there was a push for trans-Atlantic unity in the stance vis-à-vis Russia at the latest 
G7 summit, and the EU has recognised the confrontation with Russia as a longer-
term challenge. Accordingly, in the current situation, we see any hopes for quick, 
unilateral easing of the EU sanctions on Russia as wishful thinking, and sanctions 
could actually remain in place after January 2016 as well.

In light of the generally confrontational environment, it should be possible for the 
Russian President and government to maintain their high popularity ratings for the 
first time. At the same time, the medium-term economic outlook is worrying, and 
in the coming years it appears more likely that Russia will experience a period of 
“secular stagnation” (i.e. minimal economic growth with a lack of clear-cut growth 
drivers), rather than a rapid rebound. In such a scenario, which is mainly plau-
sible in closed economies with relatively high per capita income, Russia would 
face considerable challenges. So far, there are still strong hopes for an upswing, 
based on the idea that the country was always a “boom-bust” economy. As a re-
sult, “secular stagnation” could put the previous plans of economic actors and fis-
cal policy to the test after 2015 and beyond, with medium-political implications 
which should not be underestimated. Most of the adjustment was borne by the pri-
vate sector in 2014 and 2015. The economically justified depreciation of the rou-
ble and the resulting high inflation have resulted in a massive drop in consumption 
and investment, and consequently also in imports and financing requirements. As 
a result, worries about Russia’s macro-financial stability have abated. With con-
sumption contracting by around 6% this year and a roughly 10% decline in in-
vestments (and stagnation expected for both of these indicators next year), Rus-

GDP as bad as during the Russia crisis in 1998/1999

Real GDP overall EE region

Source: IMF, national sources, RBI/Raiffeisen RESEARCH
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  No geopolitical de-escalation in sight, Minsk-II lagging behind schedule, Western sanctions prolonged
  After deep recession in 2015, Russia is threatened by “secular stagnation”
  Still no indications of economic and political stabilisation in Ukraine, limited reform progress up to now
  Belarus with fi rst recession since 1995
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Focus on EE region

sia’s imports in 2015 and 2016 (in USD terms) should be around 200-230 bn, 
compared to an average of around USD 330 billion in 2011-2013. Imports have 
thus dropped by around 35-40%, whereas exports have “only” fallen by roughly 
25-30%, resulting in a stable trade surplus. At a lower level of imports and invest-
ments, Russia can live much longer than before on its reserves. However, if the 
government wants to keep pursuing the goal of a balanced budget, this will lead 
to signifi cant adjustments in expenditures in 2016 and 2017, which will be polit-
ically challenging in light of the upcoming elections in Russia. Consequently, de-
spite the current lower macro-financial risks, investors are indeed concerned about 
the sustainability of Russian fiscal and economic policy.

In contrast to Russia and Belarus, the political situation in Ukraine is already 
more difficult. In view of the economic misery and hardly any progress with re-
forms – after the euphoria of the Euromaidan success – there is a danger of ris-
ing political apathy and radicalisation. This may already become very visible in 
the local government elections scheduled for end-October. The situation may be-
come even more volatile if there were early elections in 2015 or 2016. On the 
whole, Ukraine is hoping that the West will take action and provide the country 
with more financial and political support, while the West is pinning its hopes on 
the IMF programme and expects Ukraine to reform itself and overhaul its econ-
omy, like Poland did in the 1990s. We are rather sceptical about taking a stance 
based purely on hoping for further domestic political stability and self-reform in 
Ukraine. Most of the stability anchors which were in place during Poland’s trans-
formation are not currently present in Ukraine. The influence of the oligarchs is 
much greater than it ever was in Poland, also because of the lack of a strong, eco-
nomically independent opposition. Poland had a broad-based opposition inter-
ested in political reform, which was able to limit the influence of powerful private 
interests to the state. Furthermore, in Poland in the 1990s there was a certain de-
gree of consensus about the necessity of structural reforms and the possibility of 
implementing deep-reaching institutional and constitutional reforms. Ukraine is far 
away from such conditions. It should also be noted that Poland did not only profit 
from “shock therapy”: it benefited from a process of steady, gradual reforms and 
liberalisation over many years. In the 1990s and in particular after the outlook 
for EU accession, this process was also supported by a wave of internationalisa-
tion and investment by major (Western European) companies, along with domes-
tic factors. This trend towards internationalisation has now slowed down, and a 
large-scale market entry in Ukraine does not look all that attractive to Western Eu-
ropean companies which are producing for example in low-cost countries such as 
Poland, Romania or Bulgaria.

In light of the overall situation as discussed in the foregoing, we see our forecasts 
for the EE region, which are situated towards the bottom end of the expectations 
compared to other analysts, as being realistic. Further escalation of the geopo-
litical situation or macro-financial conditions in Ukraine would exacerbate the 
downside risks. 

Financial analysts: Gunter Deuber, Andreas Schwabe, RBI Vienna 

CPI (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Our call for weaker CEE currencies in the Q2 Central & Eastern European Strat-
egy only partially worked out. Whereas HUF weakening against EUR proved cor-
rect, the expectation for RUB weakening against USD did not materialise. Even 
though the rouble weakened by about 10% against the USD in the second half 
of Q2, the previous strengthening trend counterbalanced this move and caused 
overall appreciation for RUB in Q2 2015. 
Given the depreciation of numerous CEE currencies that has been seen in recent 
weeks, we would not expect significant additional weakening against the euro 
during the third quarter. The impact of ECB QE on the currencies has declined 
over previous months as markets have adjusted, and the same holds true for the 
US Fed rate hikes about which the markets are speculating. 
Turning to a more precise view, we would expect sideways movement by the CE cur-
rencies against the euro for the third quarter (slightly weaker CZK, slightly stronger 
HUF and PLN). In the region South Eastern Europe (SEE) there should be more devia-
tion, as we forecast weakening of the Serbian dinar against the euro. Other SEE cur-
rencies should remain in a sideways movement (HRK with moderate depreciation, 
RON a bit stronger), and thus we see limited trading opportunities against EUR. One 
aspect which is worthy of note is that all CE/SEE currencies should witness deprecia-
tion versus USD, given our EUR/USD projection of a stronger US dollar.
Turning to the EE region, our forecasts point to weakening by all exchange rates 
against USD. In our view, the Russian rouble has already shown the bulk of its 
short-term depreciation move back towards USD/RUB 55, and therefore only 
moderate depreciation is anticipated. Given the improved FX steering by the Rus-
sian Central Bank, we would not expect stronger movements by the rouble dur-
ing the third quarter. Nevertheless, as mentioned before, any timing of additional 
RUB depreciation is difficult as there are still numerous factors which could drive 
RUB weaker. In particular, a renewed rise in geopolitical tensions with the US 
could contribute to short-term RUB depreciation via more sanctions, even though 
an escalation is currently not part of our baseline scenario.
There is considerable risk in relation to the Ukrainian hryvnia in the coming 
months as Ukraine’s central bank is using strict administrative measures to pre-
vent UAH depreciation. As soon as these administrative measures are eased, we 
would expect the hryvnia to start depreciating. Nevertheless, it is extremely diffi-
cult to predict the timing of such steps, and a prolongation of the administrative 
measures would push the assumptions of UAH weakening further backwards.
For the Turkish lira we see the possibility of short-term overshooting towards 
USD/TRY 2.80 due to political uncertainty, but would regard this as a buying 
opportunity as we expect political uncertainty to fade over a 6 month horizon. 
Over a time horizon of 12 months, we expect signifi cant divergence between 
PLN and HUF as we project EUR/PLN appreciation compared to further HUF 
depreciation against EUR. Additionally, in our view it is worth underlining our 
expectation that EE exchange rates are likely to show more depreciation both 
against EUR as well as USD over a 12-month horizon.

Financial analyst: Wolfgang Ernst, RBI Vienna

CEE exchange rates adjusted to ECB QE and US Fed speculation

  For CE currencies we forecast a sideways movement against EUR as adjustment to ECB and US Fed have been made 
  For the SEE region we project depreciation of the Serbian dinar against the EUR
  We continue to see biggest risk for EE currencies in Q3, but also on a 12 month horizon
  Given our expectation of USD strengthening all CEE currencies are projected to show depreciation against USD in Q3 2015

Focus on FX

Projections LCY vs EUR

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Projections LCY vs USD

Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Getting closer to a bear market in light of Fed liftoff

Since our last CEE Strategy publication in March, only the Russian OFZ market 
could gain in CEE. The stellar performance of RUB debt was due to the substan-
tial USD/RUB recovery, which allowed the CBR to reverse parts of 2014’s emer-
gency rate hikes which amounted to 1150bp in total. Until end-September (and 
beyond), OFZs should continue their rally, although at a more moderate pace 
compared to Q2 2015. The latter is mainly due to the slowing pace of monetary 
easing, and, at the same time, the expected adverse spillover from the Fed liftoff 
expected for September. Valuations at the long-end of the RUB yield curve (YC) 
currently seem the most attractive to us, although the expected performance at the 
front end should be more limited due to the aforementioned slower rate-cutting 
cycle. However, further cuts amounting to 150bp in H2 2015 should gradually 
bring the base rate down to 10.00% by end-2015. Of course, one crucial pre-
condition for our call is that there is no further escalation on the geopolitical front 
and, hence, a fairly stable rouble exchange.
By contrast, CE/SEE local debt markets posted losses across the board. Follow-
ing mixed performance in April, LCY bond markets were hit hard by the bond 
market tantrum that started at the end of April. Longer maturities underperformed 
shorter ones, leading to a rapid bear steepening across most CEE YCs. In line with 
core market moves (i.e. Bund sell-off), the front end of LCY YCs remained well an-
chored, especially in countries such as Hungary and Romania where rate-cutting 
cycles were still underway. Nevertheless, FX losses across the region weighed on 
the performance. On a separate note, we would have expected the Polish debt 
market to weather any core market pressure better than regional peers. This time, 
however, Poland’s performance was undermined by the aggressive repricing of 
political risks following the market-unfriendly outcome of the 24 May presiden-
tial elections.
Apart from Russia, Hungary should remain the one and only economy in our CEE 
research universe where we could see further rate cuts during the summer. Ef-
fects on HGBs should be very limited, though, since we believe that more mone-
tary policy easing is already reflected in the current tight valuations. Bond-market-
friendly easing could come, however, in September, when the Monetary Coun-
cil will switch to its new base rate that could be set lower than our end-Septem-
ber, 1.30% target for the 2w deposit rate (current base rate). The overhaul of the 
monetary toolkit should motivate banks to buy more T-bills and T-bonds instead of 
holding excess funds (HUF 5.5 tn at the end of May in the 2w facility). Accord-
ing to our estimates, the front-end of the LCY yield curve should therefore see HUF 
750 bn in additional flows by the end of 2016, given the diminishing attractive-
ness of parking funds at the MNB. Therefore, for shorter tenors in Hungary we re-
main on hold only. Nevertheless, we highlight that the short end of the HUF rate 
and yield curve remains attractive on a relative basis versus regional peers such 
as Poland and Romania. With the exception of Russia, all CE/SEE yield curves 
should witness a bear steepening in line with core market moves triggered by US 
monetary policy spillover. 

Financial analyst: Stephan Imre, RBI Vienna

  Whilst all of the CE/SEE local debt markets posted losses since end-March mainly due to the bond tantrum starting in late April…
  …the Russian OFZ market saw a stellar performance due to rouble recovery, which allowed for deep rate cuts
  With Russia as the only economy in our CEE universe to continue monetary policy easing, outperformance to continue
  As September’s expected Fed liftoff comes closer, all CE/SEE yield curves should witness bear steepening

Focus on LCY bonds

Historical performance 10y LCY bond*

* between 23 March 2015 and 22 June 2015 
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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Expected perf. 10y LCY bond -> Sep-15

* between 24 June 2015 and 30 Sep 2015
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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Market strategy (until Sep-15)*

LCY Bonds FX

2y 10y --

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

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

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

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

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

TR S (B) S (H) S (S)
*based on absolute expected performance in LCY 
between 24 Jun 2015 and 30 Sep 2015; former 
recomm. (as of end-March 2015) in brackets; B: Buy; 
H: Hold; S: Sell; ** HU: 3y instead of 2y tenor
Source: RBI/Raiffeisen RESEARCH
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Austria

The performance of the Austrian economy was subdued again in the first quarter. 
Although it was possible to overcome the previous phase of stagnation, business 
cycle dynamics still lack momentum, as real GDP growth only amounted to 0.1% 
compared to the previous quarter. Private consumption was stable, but remains 
disappointing. During the first three months of the year, the downward trend con-
tinued in gross fixed capital formation, which was a key characteristic of business 
cycle developments in the second half of 2014. On the other hand, one positive 
aspect was that the extent of the decline eased off yet again. Another positive 
point is real exports, which rose for the third quarter in a row.

The short-term economic outlook has improved slightly in the recent past, even 
though there are still no signs of a tangible pick-up in activity right now. For 
instance, the purchasing managers’ index for manufacturing came in at 50.3 
points in May and thus edged over the 50 points line. Despite the increase of 2.6 
points since March, it is once again the case that Austria is still lagging behind 
the other core euro area countries. Furthermore, a turnaround of the economic 
sentiment indicator (EU Commission) has still not yet occurred. Nevertheless, all 
in all, prospects for business cycle dynamics have brightened up a bit recently, 
and more support can be expected from the low oil price and expected contin-
ued weakening of the euro versus the US dollar, along with solid business cycle 
dynamics abroad. In 2016, the tax reform should generate some momentum. 
As the anticipated growth in exports will probably be matched by a dynamic in-
crease in imports, no major contribution to quarterly GDP growth is expected to 
come from net exports. Instead, the projected moderate revival in activity should 
be supported more by domestic demand (consumption, investment). This scenario 
implies real GDP growth of 0.7% for this year (2015), and 1.8% for next year 
(2014: 0.3%). Consequently, the forecasts for GDP growth in Austria in both 
2015 and 2016 are lower than the projections for the euro area as a whole.

Rays of hope on the economic horizon

Industry still lacking momentum

Income*: Stagnation in Austria

* (% yoy)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

* disposable household income, real, indexed, 
2008=100
Source: Thomson Reuters, 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 0.4 -1.0 3.9

Nominal exports (% yoy) 3.6 3.3 3.9 5.8

Nominal imports (% yoy) 1.8 4.0 5.4 6.1

Trade balance (goods and services, EUR bn) 11.5 12.2 10.2 10.3

Current account balance (EUR bn) 3.1 2.6 2.7 2.4

General budget balance (EUR bn)* -4.2 -7.9 -6.3 -6.2

General budget balance (% of GDP)* -1.3 -2.4 -1.9 -1.8

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

Consumer prices (avg, % yoy) 2.1 1.5 1.2 1.9

Real wages (% yoy) 0.4 0.9 0.9 0.2

Unit labour costs (% yoy) 2.6 2.4 2.1 1.5
* state, provinces, municipalities and social security authorities
Source: Statistics Austria, Thomson Reuters, RBI/Raiffeisen RESEARCH
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  Subdued economic performance in the fi rst half year
  Signs for a moderate revival of business cycle dynamics have improved recently
  Low infl ation and tax reform should support private consumption
  Rising employment, but rising labour supply with increasing unemployment rate
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Austria

In the coming quarters, the strongest contributions to quar-
terly GDP growth are expected to come from private con-
sumption and investments. Looking at gross fi xed capi-
tal formation, during the last quarters the development of 
equipment investment has been particularly weak. Capac-
ity utilisation in manufacturing is stagnating slightly below 
the long-term average for quite some time now and con-
sequently does not signal any immediate need for (expan-
sion) investments. Nevertheless, investment activity should 
also pick-up, borne by a continued, but below average 
acceleration in exports. Financing conditions remain fa-
vourable, and this should also have a supportive effect.
The weakness that has been seen in private consumption 
since early 2012 (average growth in private consump-
tion for Q1 2012 to Q1 2015: 0.0% qoq) results from 
the modest average decline in real disposable house-
hold income since 2009 (due to high inflation, not nomi-
nal wage developments). Initially, households maintained 
their consumption habits by significantly reducing the sav-
ings ratio (2008: 11.9%; 2011: 7.8%). In recent years, 
however, the further decline in the savings ratio has been 
negligible (savings ratio in 2014: 7.5%), which, in con-
junction with the weak development of real disposable 
household income, has resulted in the weakness in pri-
vate consumption. In 2015, lower inflation and nominal 
wage increases should support real disposable household 
income, while in 2016 there should be an increase in 
nominal and real household income as a result of the tax 
reform. This, in turn, should lend support to private con-
sumption, even though part of the additional disposable 
income may be used to boost the savings ratio and on 
imports.

The situation on the labour market will likely remain 
tense. Despite rising employment, due to the larger in-
crease in labour supply there will probably be another in-
crease in the unemployment rate at least in 2015 (inter-
national definition).

Infl ation (HICP) reached its cyclical low point at the start 
of the year at 0.5% yoy and is now at 1.0% yoy (May). 
Based on the assumption of a moderate increase in the 
oil price later in the forecast horizon and the significant 
decline in the oil price in H2 2014, a tangible increase 
in year-on-year inflation can be expected in the months 
ahead. With a projected rate of 1.2% for this year (2015) 
and 1.9% for next year (2014: 1.5%), inflation will re-
main much higher than in the currency union as a whole.

Financial analyst: Matthias Reith, RBI Vienna

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 0.9 1.2 0.8

Gross fixed capital formation -1.5 0.4 -1.0 3.9

     Equipment -1.5 1.7 -2.8 4.4

     Construction -2.2 0.1 0.5 3.5

Exports 1.4 1.8 2.7 3.8

Imports -0.3 2.5 4.2 4.1

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 0.1 0.9 3.0

Energy/water supply 6.8 1.5 0.5 1.5

Construction 0.4 0.4 0.2 1.9

Wholesale and retail trade -1.6 -0.7 0.6 2.0

Transportation -0.7 -1.8 0.7 1.5

Accom. & restaurant trade 0.7 0.8 0.9 1.6

Information and communication -1.6 -7.9 1.0 2.5

Credit and insurance -0.4 0.0 -0.5 1.1

Property & business services 3.0 0.4 1.5 2.0

Other economic services 0.7 1.5 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 1.4 1.4 2.0

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

Real GDP (seasonally adjusted, Q1 2008 = 100)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Poland

Political turbulence in the strongly growing economy
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Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 359.8 377.0 386.1 396.0 413.0 436.0 467.3

Real GDP (% yoy) 3.7 4.8 1.8 1.7 3.4 3.9 3.6

Industrial output (% yoy) 9.0 7.5 0.8 1.8 3.5 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 3.7 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 1.5

Consumer prices (eop, % yoy) 3.1 4.6 2.4 0.7 -1.0 -0.4 1.9

General budget balance (% of GDP) -7.6 -4.9 -3.7 -4.0 -3.2 -2.7 -2.3

Public debt (% of GDP) 53.6 54.8 54.4 55.7 50.1 50.1 49.9

Current account balance (% of GDP) -5.6 -5.1 -3.5 -1.3 -0.5 -1.1 -1.7

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 70.9 68.8 67.6

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 3.7 3.7

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Economic outlook
In Q1, GDP growth accelerated to 3.6% yoy, marking the best result since early 
2012. The structure of growth is as positive as the growth rate itself. Internal de-
mand is the key engine, thanks to modestly improving private consumption and 
surprisingly strong (double-digit!) investments. Improvement in the terms of trade 
resulted in a significant change in foreign trade which added 1.1pp to final GDP 
growth in Q1, posting the first positive contribution in a year.
Falling unemployment and still low inflation (negative until Q3) should continue 
to support private consumption. Economic surveys and results for Q1 suggest a 
revival in private investment, which should feel additional support from new EU 
funds in H2 and in 2016 especially. While rising investment activity (also infra-
structure) and private consumption should lead to increasing import demand, 
both FX performance and the external economic environment should tend to keep 
export growth strong enough to prevent a significantly negative contribution from 
net exports. Thus, we expect GDP growth to accelerate even slightly above 4% 
yoy in H2 2015.
While the economy is doing surprisingly well, politics have surprised on the neg-
ative side. The unexpected defeat of the incumbent President in the presidential 
election and the upcoming parliamentary vote (in Q3 2015) may result in a sig-
nifi cant restructuring of the political scene. Support for the current leading gov-
ernment party Civic Platform is rapidly eroding. The latest polls suggest two new 
parties might successfully join the political scene, while some old players will 
most probably not manage to re-enter the Parliament. A tight campaign creates 
the temptation for irresponsible changes/promises regarding fiscal policy. Mean-
while, an exit from the excessive debt procedure opens the door for a more ex-
pansive fiscal policy. High political uncertainty regarding the future government 
and the risk of departure from the recently rational fiscal policy might be a bur-
den for the Polish rating and increase the country’s risk premium in the near future.

  GDP growth surprises on the upside, investments supported by new EU funds
  New government remains a big question mark, political storm results in more expansive fi scal policy
  EUR/PLN to remain at elevated levels in the near term amidst rising volatility
  Bear steepening of the LCY yield curve, before rate hike bets shift front-end upwards in 2016
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PLN yield curve (%)*

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

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
PLN 4.17 4.15 4.10 4.10 4.05

Cons. 4.10 4.12 4.10 4.09

USD/
PLN 3.73 3.77 3.90 3.90 3.75

Cons. 3.85 3.92 3.93 3.95
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

Key rate 1.50 1.50 1.50 1.50 1.50

Consensus 1.50 1.50 1.50 1.55

1 month2 1.66 1.70 1.70 1.70 1.70

3 month2 1.72 1.80 1.80 1.80 1.80

Consensus 1.67 1.70 1.73 1.79

6 month2 1.79 1.80 1.80 1.80 1.90

12 month2 1.82 1.90 1.90 1.90 2.00
1 5:00 p.m. (CET)  2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

2y T-bond2 1.98 2.1 2.4 2.6 2.9

Consensus 1.8 1.9 2.0 2.2

5y T-bond2 2.69 2.9 3.1 3.3 3.6
10y T-bond2 3.21 3.4 3.6 3.8 4.0

Consensus 3.0 3.0 3.1 3.3
1 5:00 p.m. (CET)  2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
The sharp drop in EUR/PLN since the beginning of 2015 ended in April at the 
level of 3.9650, the lowest in almost 4 years. The main driver for this move was 
the commencement of the ECB’s bond purchases, which fuelled demand for Pol-
ish assets as well. However in the following months the move was largely re-
versed as the pair returned to around 4.15. This was caused by both local and 
external factors. Although the surprisingly strong GDP growth in Poland sup-
ports PLN, new risk factors emerged after the unexpected results of the presiden-
tial elections in Poland in May, which suggest possible major changes on the po-
litical scene after the parliamentary elections in October. This factor may hamper 
appetite for PLN in the months to come. Meanwhile among the external factors, 
QE in the euro area still supports PLN, albeit not as strongly as in Q1. It should 
however limit the negative effect of the beginning of the tightening cycle by the 
Fed. The latter may however prevail and along with tensions in Europe (situation 
in Greece and conflict in Ukraine) the coming months may keep EUR/PLN at el-
evated levels and more importantly – volatile. Only towards the end of 2015 
do we see chances for a renewal of downward trend in EUR/PLN as an even 
stronger economic recovery and a rebound of inflation to above 0% yoy may fuel 
talks about the timing of the first rate hikes in Poland.
The PLN government bond market reached its peak in Q1 and experienced a 
sharp trend reversal thereafter following the sell-off on core markets starting end-
April. Long-term papers were hit the most, with 10-year yields surging from 2.3% 
in mid-April to 3.3% in mid-June. At the same time, short-term yields remained rel-
atively stable as interest rates are supposed to be kept unchanged at least over a 
one-year horizon. Additional support for shorter POLGBs came from the fact that 
many investors shortened duration, shifting from longer maturities to shorter ones. 
As a result, the POLGB yield curve steepened and the 10y-2y spread widened 
from about 70bp to 130bp. We expect the downward trend in bond prices to 
continue in Poland amidst accelerating GDP growth, diminishing deflation fears, 
and higher risk premiums due to political uncertainty which will weigh mainly on 
the longer end of the curve. The trend should be also fuelled by external condi-
tions, i.e. by monetary policy tightening in the US in Q3 2015 at the earliest. In 
the short term, volatility on the bond market may be additionally fuelled by the 
Greek issue which could lead to temporary flight-to-quality periods, i.e. Bund 
market recovery. Looking further ahead, as the first interest rate hike in Poland 
approaches in late-2016 we may observe a bear steepening of the LCY yield 
curve. The fi rst interest rate hike could come already in Q3 2016 according to 
our baseline scenario, well ahead of regional peer countries and the ECB.

Financial analysts: Michal Burek, Raiffeisen Polbank, Warsaw
Stephan Imre, RBI Vienna 
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Hungary

Moving towards investment grade

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 98.7 100.5 103.3 109.2 112.4

Real GDP (% yoy) 0.8 1.8 -1.5 1.5 3.6 3.0 2.5

Industrial output (% yoy) 10.6 5.4 -1.7 -3.5 5.3 5.9 5.4

Unemployment rate (avg, %) 11.1 11.0 10.9 10.3 7.9 7.4 6.9

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 -0.4 -1.3 2.8

Consumer prices (avg, % yoy) 4.9 3.9 5.7 1.7 -0.2 0.5 2.9

Consumer prices (eop, % yoy) 4.7 4.1 5.0 0.4 -0.9 2.5 3.0

General budget balance (% of GDP) -4.3 4.2 -2.1 -2.3 -2.6 -2.6 -2.5

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 92.4 84.6

EUR/HUF (avg) 275.4 279.4 289.2 296.8 308.7 309.8 320.0

USD/HUF (avg) 208.2 201.2 225.1 223.6 232.8 279.1 293.6

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook
Strong growth was registered for Q1 2015 (3.5% yoy) which is a continuation 
of the positive economic development in 2014 (GDP +3.6%). However, this year 
the composition of growth shows quite a different picture than previously: the 
strong drive in investments and public demand which were characteristic for 
2014 are over and have been substituted by massively positive net exports and 
a pick-up in household consumption demand. It is unlikely though that such high 
growth rates can be maintained throughout the coming quarters. The high base 
data was a result of various one-off factors such as a large-scale capacity en-
largement in the automobile industry, election year-induced public demand, and 
peaking EU funds disbursement. Therefore, we expect deceleration to begin in 
H2 2015 already. Our 2015 GDP forecast is lifted from 2.5% to 3%, and for 
2016 we continue to expect 2.5%.
Strong household demand is a key pillar of economic growth. This is aided by 
growing employment (more than 8% improvement in the past two years – with 
the bulk coming from public work schemes) and rising real household income. 
These factors are expected to remain in place in 2015-2016 as well. The pub-
lic budget is a main beneficiary of households’ increasing spending as reflected 
by the decent rise in consumption-related tax revenues. This cosy fiscal position 
allows for the deficit targets to be met without undertaking further reforms on the 
expenditure side and even allows for small-scale tax cuts (banking levy cut and 
personal income tax cut is planned for 2016).
Hungary’s risk profi le has improved substantially, thanks to the conversion of FX 
household mortgages (approximately EUR 10 bn), the decreasing reliance on for-
eign financing, stable public finances and the massive surplus of the external bal-
ances, and relatively high – though decelerating – economic growth. Therefore, 
we see a very good chance of the country receiving an investment grade by rat-
ing agencies over a 6 to 12-month horizon.

  Economy set to slowly decelerate
  Country risk profi le improved substantially
  Interest rate cut cycle to bottom out, withdrawing the local stimulus for HGBs
  EUR/HUF to stabilise in the 310-315 range
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Exchange rate forecasts
24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
HUF 311.13 310.0 315.0 315.0 320.0

Cons. 310.0 310.0 310.0 312.5

USD/
HUF 278.18 281.8 300.0 300.0 296.3

Cons. 288.5 295.0 300.5 301.0
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

Key rate 1.50 1.30 1.30 1.30 1.30

Consensus 1.50 1.50 1.60 1.70

1 month2 1.50 1.40 1.40 1.40 1.40

3 month2 1.42 1.30 1.30 1.30 1.30

Consensus 1.61 1.58 1.72 1.89

6 month2 1.43 1.30 1.30 1.30 1.30

12 month2 1.45 1.40 1.40 1.40 1.40
1 5:00 p.m. (CET)  2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

3y T-bond2 2.16 2.1 2.2 2.3 2.5

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

5y T-bond2 3.01 3.3 3.4 3.5 3.7
10y T-bond2 3.91 4.4 4.5 4.6 4.8

Consensus 3.32 3.45 3.61 3.89
1 5:00 p.m. (CET) 2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
In March, the Monetary Council (MC) of the Hungarian central bank (MNB) re-
started its rate-cutting cycle, following the launch of the ECB’s QE programme. 
Since then, the benchmark rate was reduced from 2.10% to 1.50% by June in four 
equal 15bp steps. Our base-case scenario is that the Fed will hike its benchmark 
funding rate in September at the earliest. Therefore, the MNB is unlikely to over-
cut the base rate and we would expect another 20bp of cuts. Through the transfor-
mation of its MP toolkit, the MC increased the duration of its key rate to 3m start-
ing from September to motivate banks to buy more HGBs instead of holding ex-
cess funds in deposits (HUF 5.5 trillion at the end of May). As a result, we expect 
that shorter-maturity LCY bonds will witness approximately HUF 750 bn in addi-
tional inflows by the end of 2016. Along with this, the MC also modified the in-
flation target regime: previously the target was 3% which is understood now as 
3% +/-1%. This creates more MP flexibility in the future: i.e. even if the CPI head-
line inflation rate exceeds the 3% threshold (while not breaking the 4% level), the 
MNB could refrain from MP tightening. In the meantime, infl ation returned to pos-
itive territory (0.5% yoy) in May and we see a high likelihood of it coming close 
to 3% in the course of 2016. However, given the new MP flexibility the record-
low interest rate levels could be maintained for a longer period of time than un-
der the old regime (if not for significantly changing external conditions in terms of 
Fed & ECB policies).
The forint was one of Q1’s best-performing EM currencies, but it has suffered sev-
eral sharp drops since the central bank returned to monetary easing in March af-
ter a seven-month break. From mid-April the forint appreciated steadily against 
the euro (EUR/HUF from 328 to a 15-month low of 295), but since then it has lost 
ground and by June, in line with our forecast, EUR/HUF had gone back above 
310. We think that the weakening of the forint is overdone and the EUR/HUF 
rate will stabilise at around 310 in Q3. But even with the likely return to investment 
grade category over a one-year horizon, we believe that HUF will remain on a 
weakening path until the end of 2015 due to low premiums. HGBs also continued 
normalisation in Q2 with any major upward corrections in yields, and will likely 
stay weak in Q3. We expect the HGB yield curve to steepen further: whilst the 
short end of the LCY yield curve should remain fairly well anchored due to the re-
arrangement of the MP toolkit by the MC, rising long-term core euro-area yields 
will continue to push the back end of the local curve upwards as the year pro-
gresses. Whilst shorter-dated tennors remain relatively attractive versus regional 
peers, longer-dated HGBs should witness a sell-off following the current recovery 
rally on pricing-out of Grexit fears.

Financial analysts: Zoltán Török, Gergely Palffy, Raiffeisen Bank Zrt., Budapest
Stephan Imre, RBI Vienna
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New tiger in the CEE region

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) 156.4 163.7 161.2 157.4 154.9 162.1 169.6

Real GDP (% yoy) 2.1 2.0 -0.7 -0.7 2.0 3.2 2.4

Industrial output (% yoy) 8.6 5.9 -0.8 -0.1 4.9 5.8 5.1

Unemployment rate (avg, %) 7.0 6.7 6.8 7.7 7.7 6.6 6.3

Nominal industrial wages (% yoy) 3.8 3.5 3.2 1.0 2.9 3.4 4.9

Producer prices (avg, % yoy) 1.2 5.6 2.1 0.8 -0.8 -2.0 2.2

Consumer prices (avg, % yoy) 1.5 1.9 3.3 1.4 0.4 0.5 1.7

Consumer prices (eop, % yoy) 2.3 2.4 2.4 1.4 0.1 1.1 1.8

General budget balance (% of GDP) -4.4 -2.9 -4.0 -1.3 -2.0 -2.5 -1.8

Public debt (% of GDP) 38.2 41.0 45.5 45.7 42.6 41.1 40.4

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 47.8 51.0

Gross foreign debt (% of GDP) 54.8 57.5 60.1 66.9 67.0 65.4 63.3

EUR/CZK (avg) 25.3 24.6 25.1 26.0 27.5 27.4 27.3

USD/CZK (avg) 19.1 17.7 19.6 19.6 20.8 24.7 25.0

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  Faster and stronger economic recovery
  Labour market is in the best condition in more than 6 years; wage infl ation is a question of time
  EUR/CZK to stay above 27.0 as long as the FX intervention regime remains in place until H2 2016 at least
  After the expected CZK market rally in the aftermath, the interest rate hike cycle will only start in Q1 2017

Economic outlook
GDP growth (3.1% qoq and 4.2% yoy) in the fi rst quarter beat all expectations 
and was influenced by disproportionately strong excise tax collection. Gross value 
added (without taxes and subsidies) advanced by a fair 1.6% qoq in Q1.
Obviously, the Czech economy is now experiencing a phase of robust growth 
spread through all sectors. Manufacturing appears to be the main driving force be-
hind this growth. However, other sectors are noticeably catching up. The construction 
sector is reviving after 3 consecutive years of deep recession supported by the draw-
down of EU funds, amongst other things. Retail sales are continuously rising. Con-
sumer confidence is still around its historical peak. The labour market is strengthen-
ing with unemployment markedly decreasing. The external balance is also continu-
ing to improve. All of these factors contribute piece by piece to the strong economic 
growth and make the Czech economy healthy and prosperous. Therefore, we ex-
pect the Czech economy to grow by 3.2% yoy in 2015. Nevertheless, it is possible 
that we could see some downside correction in the upcoming quarters. The reason 
for this is the high base effect and work-in-progress production which is accumulating 
in storage. Hence, we forecast a slight deceleration in real GDP growth to 2.4% yoy 
in 2016. If new orders keep coming in, work-in-progress production will continue to 
pile up and then economic growth might beat our expectations.
The strong economic recovery is also leaving a mark on the labour market. The num-
ber of jobless is at the lowest level in the last 6 years. The strongest demand for la-
bour is coming from manufacturing and non-market services. Although the improv-
ing labour market has not yet translated into visible wage inflation (average nom-
inal wages gained 2.2% yoy), we expect that it is just a matter of time. Wages in 
manufacturing are already accelerating and a further decline in the jobless rate will 
intensify the pressure on wage growth. Higher wages would produce sustainable 
consumer inflation that the central bank is patiently waiting for.
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Exchange rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
CZK 27.23 27.50 27.40 27.40 27.40

Cons. 27.40 27.30 27.35 27.30

USD/
CZK 24.34 25.00 26.10 26.10 25.37

Cons. 25.60 25.94 26.19 26.30
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

Key rate 0.05 0.05 0.05 0.05 0.05

Consensus 0.05 0.05 0.05 0.05

1 month2 0.22 0.23 0.23 0.23 0.25

3 month2 0.31 0.28 0.29 0.35 0.35

Consensus 0.30 0.31 0.32 0.32

6 month2 0.39 0.35 0.35 0.40 0.50

12 month2 0.48 0.40 0.48 0.45 0.60
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-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 0.41 0.3 0.4 0.4 0.7
10y T-bond 1.24 1.0 1.2 1.1 1.3

Consensus 0.7 0.8 0.9 0.9
1 5:00 p.m. (CET) 2 Bid 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 level of 27.0 remains in place. Inflation in H1 2015 surprised slightly to 
the upside, and both domestic data and economic data from the euro area came in 
rather on the stronger side. This was supportive for the koruna, despite the higher-
than-expected, but still depressed CPI inflation levels. However, we still expect rather 
slow price increases in the coming quarters. Only by the end of 2015 should infla-
tion rise relatively quickly to above 1% yoy. However, this will be a result of the low 
comparative base due to oil price developments. We expect that the CNB’s 2% mid-
term inflation target will be reached in Q3 2016. If CZK is then free to appreciate, 
the CNB should not have problems keeping inflation close to 2% going forward. 
Nevertheless, it would be quite unusual for the sailing to be completely smooth un-
til the CNB decides to exit the intervention regime. There are always some squalls 
ahead, either of domestic or foreign origin. Therefore, we think that during the next 
12 months we will see some short-term weakness for CZK. Such episodes could pro-
vide favourable levels for hedging against future CZK appreciation. In line with mar-
ket expectations, we guess that the CNB will let CZK appreciate below EUR/CZK 
27.0 in H2 2016, but will try to not allow strong jumps. Nevertheless, we do not be-
lieve that the process will be smooth and therefore there is a tangible possibility that 
the exit will be announced a bit earlier than expected. Furthermore, although the 
CNB might verbally or directly hinder any appreciation stronger than about 5%, we 
cannot rule out some short-term spikes of around 10% or even higher. Moreover, if 
the CNB actively intervenes before the exit, the shortage of EUR liquidity on the mar-
ket might cause depreciation when the band is abandoned. With these uncertainties, 
we would recommend considering some kind of hedging. After a few months of free-
floating, CZK is supposed to find its new equilibrium, we expect the start of the rate 
hiking cycle at the beginning of 2017 in our baseline scenario.
While the short-end of the Czech government bond yield curve has been held down 
by the accommodative monetary policy stance of both the CNB and the ECB, the 
back end of the LCY yield curve shifted considerably higher. The further develop-
ment of German benchmarks will be crucial for CZGBs. With solid local economic 
data including normalising inflation, the spread over Bunds might widen somewhat 
in the short term. Nevertheless, when we are getting closer to the exit from the FX in-
tervention regime, expectations of considerable FX gains would increase the attrac-
tiveness of Czech govies and we would not rule out the yield spreads over the Ger-
man benchmarks becoming very small or even temporarily negative. For Q3, how-
ever, we stick to our hold recommendation for short to medium CZGB maturities, 
and see the most value in the 10y segment.

Financial analysts: Daniela Miluèká, Helena Horská, Raiffeisenbank a.s., Prague
Stephan Imre, RBI Vienna
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Accelerating GDP dynamic backed by investments

Forecast

Real GDP (% yoy)

  Strong EU fund infl ows boost the economy
  Growth mainly driven by domestic demand
  Infl ation on the way up
  Bond yields follow German yields higher

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 77.4 81.1

Real GDP (% yoy) 4.8 2.7 1.6 1.4 2.4 3.1 3.5

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

Unemployment rate (avg, %) 14.4 13.4 13.9 14.2 13.2 12.1 11.5

Nominal industrial wages (% yoy) 5.4 3.6 4.0 3.6 5.1 2.6 3.5

Producer prices (avg, % yoy) -2.8 2.6 3.9 -0.1 -3.5 -2.5 2.0

Consumer prices (avg, % yoy) 1.0 3.9 3.6 1.4 -0.1 0.0 1.3

Consumer prices (eop, % yoy) 1.3 4.4 3.2 0.4 -0.1 0.6 1.5

General budget balance (% of GDP) -7.5 -4.1 -4.2 -2.6 -2.9 -2.5 -1.9

Public debt (% of GDP) 40.9 43.4 52.1 54.6 53.6 53.3 53.0

Current account balance (% of GDP) -4.7 -5.0 0.9 1.5 0.1 -0.1 -0.1

Gross foreign debt (% of GDP) 73.1 75.2 70.5 81.1 88.1 94.4 88.4

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

Slovak GDP growth reached 3.1 % yoy in Q1 2015, which was a better result 
than expected. The economy showed slightly accelerating quarterly growth of 
0.8% qoq in Q1 2015, up from 0.7% in Q4 2014. Growth was driven mainly 
by domestic demand while the increasing dynamics of exports point to a revival 
in foreign trade. Domestic demand was fuelled mainly by investment growth 
(6.4% yoy) especially in the public sector (+71% yoy). This unprecedented in-
crease in public investment can be attributed to the rush to utilise EU funds from 
the programme period 2007-2013 which is coming to an end. Private consump-
tion rose by just 1.5% yoy, which is clearly below the wage base (+3.9%). 
Households are continuously increasing the saving ratio, which has limited con-
sumption growth in the last few years. In the coming quarters, we expect annual 
GDP growth to remain around 3% yoy. Accordingly, we increase our GDP fore-
cast from 2.5% to 3.1% yoy for 2015. With growth robust, 2016 might even see 
a higher GDP figure. Consumer infl ation bottomed out in February and is grad-
ually rising. It should reach 0.5% only in winter months of 2015.

According to Eurostat, the Slovak public finance deficit remained below 3% of 
GDP in 2014 (2.9% of GDP), which was a worse result than in 2013. The gov-
ernment plans to decrease the deficit to 2.5% of GDP in 2015. Government debt 
remained at 53.6% of GDP at the end of 2014. The ECB has successfully con-
tinued with its Expanded Asset Purchase Programme. As of 31 May, the amount 
of Slovak government bonds on the ECB balance sheet reached a value of more 
than EUR 1,557 million which is a bit more than we had expected based on the 
ECB key. Despite this buying programme, yields on 10-year Slovak government 
bonds went up by as much as 1pp to 1.4% in the last few weeks. The main cause 
is the unprecedented yield increase in German bonds.

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 37.2 38.7 40.3

Real GDP (% yoy) 1.2 0.6 -2.6 -1.0 2.6 2.4 2.3

Industrial output (% yoy) 7.1 2.1 -0.7 -1.1 1.4 2.3 2.0

Unemployment rate (avg, %) 7.3 8.2 8.9 10.1 9.8 9.6 9.3

Producer prices (avg, % yoy) 2.0 3.8 1.0 0.3 -1.1 0.5 1.7

Consumer prices (avg, % yoy) 1.8 1.8 2.6 1.8 0.2 0.3 1.5

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 -6.6 -4.0 -14.9 -4.6 -3.5 -3.1

Public debt (% of GDP) 38.6 46.9 54.0 73.0 80.0 82.0 81.2

Current account balance (% of GDP) -0.1 0.2 2.7 5.6 5.8 4.8 4.6

Gross foreign debt (% of GDP) 112.4 108.8 113.5 110.7 110.1 108.5 105.4

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

Slovenia

Recovery continues, peak might be reached in 2015

  GDP growth at 2.4% seems feasible in 2015, following a strong 2.6% growth in 2014
  Public debt may stabilise, which is refl ected in positive assessments by rating agencies
  Progress in privatisation will be key to anchor investor confi dence and positive sentiment
  Restructuring in banking sector offers economic upside
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Budget balance and public debt
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Forecast

Forecast

Most of the recent economic data out of Slovenia were in line with positive assump-
tions or even slightly overshooting positive projections. For instance the Q1 GDP 
came in at 2.9% yoy (0.8% qoq) which lays a strong foundation for solid growth 
in 2015. For 2015 a GDP growth of 2.4% yoy seems feasible, following a decent 
expansion at 2.6% yoy in 2014. 
Moreover, there are indications of improvement in major performance parameters 
of the domestic banking sector. Thus, although with caution, one can state that the 
Slovenian banking sector has potential for an upside development in 2015 and 
beyond. Restructuring needs in the banking sector had been a drag on growth in 
recent years.
Current growth figures are fairly close to the potential growth feasible given cur-
rent economic structures (e.g. still existing deleveraging and restructuring needs in 
the corporate sector, fairly regulated labour market). Hence, we expect a moder-
ation of growth dynamics into 2016. Budget consolidation remains on track and 
hence we see a realistic chance of stabilisation of public debt levels (above 80% 
of GDP) in the years ahead. 
The materializing economic upside is also contributing to more positive investor 
sentiment for Slovenia. In June S&P raised the outlook on Slovenia’s A- sovereign 
rating from stable to positive. That said S&P sees some risk of political volatility 
down the road. Nevertheless, the S&P action once again shows that Slovenia also 
belongs to the more successful restructuring stories in the euro area, while “only” 
the Baltics (mostly also without EU/IMF support) or Spain, Ireland, Portugal and 
Cyprus (with IMF/EU support) are currently widely cited in the context of current 
“Grexit” debates. 
As attracting FDI will be key for Slovenia given the limited potential of the domes-
tic market (in the real economy and for financing), ongoing success in the privatisa-
tion process is important for growth prospects and investor sentiment. As there had 
been some negative newsflow recently regarding certain privatisation deals it will 
be therefore crucial that the overall process will continue. 

Financial analyst: Gunter Deuber, RBI Vienna
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What about growth!?

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 43.5 43.0 43.1 44.0

Real GDP (% yoy) -1.7 -0.3 -2.2 -1.1 -0.4 0.5 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 17.3 16.9 16.7

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 0.0 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 -7.5 -5.3 -5.4 -5.7 -5.4 -5.0

Public debt (% of GDP) 57.0 63.7 69.2 80.8 85.1 90.5 93.7

Current account balance (% of GDP) -1.1 -0.8 -0.1 0.8 0.7 0.9 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) 104.2 103.7 103.0 105.7 108.5 111.3 111.1

EUR/HRK (avg) 7.29 7.43 7.52 7.58 7.63 7.65 7.66

USD/HRK (avg) 5.50 5.35 5.85 5.71 5.76 6.89 7.03

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  End of recession confi rmed
  Weak fi scal metrics as biggest challenge ahead / steady medium-term fi scal risks
  Finally new long-term HRK bond issuance
  Yields under control as long as the ECB keeps current policy, but what will happen after that?

Croatia

Economic outlook
Although quarterly real GDP continued to stagnate in Q1, the annual real growth 
of 0.5% confirmed that Croatia is fi nally out of the recession. Still, deeply rooted 
internal weaknesses have not been solved, which reduces the possibility of sus-
tainable, stable growth. The return to an above-zero growth rate is mainly the 
result of foreign demand and the market restructuring of a small segment of the 
economy, which has turned to the foreign market, primarily the EU. As the share 
of exports in GDP is still low (23% of GDP or, with the services included, 46%) 
this fails to produce any significant effects at the macro level. Moreover, the share 
of imported components in exports is quite high and any rise in domestic demand 
results in rising imports. Household consumption will continue to exhibit sluggish 
growth, spurred by the higher real net wages due to the changes in the income 
tax regime, the lack of any inflationary pressures, and finally by the expected 
good tourist season. However, the labour market together with the ongoing de-
leveraging process of households, represents a real risk to domestic demand.
Investments are still limited by insuffi cient administrative capacity to absorb EU 
funds, relatively high pessimism, and also the poor transparency and inefficiency 
of the public system. Nevertheless, possible stagnation or mild growth for this 
GDP component should not come as a surprise, given the postponement of invest-
ment projects in the previous period and the fact that 2015 is an election year. 
Finally, the top issue remains the fiscal metrics: the high budget deficit and unsus-
tainable level and dynamics of public debt. Since future guarantees are strictly 
limited and restrained by law, and the restructuring of most enterprises is almost 
completed, our forecast for public debt growth is based on the accumulation of 
future general government deficits. With such a “policy of small steps”, the most 
likely scenario, i.e. stabilisation in public debt, can be only expected in 2018 
at the level of 95.9% of GDP, after which we may see a small, gradual decline. 
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Exchange rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
HRK 7.59 7.65 7.70 7.68 7.60

Cons. 7.67 7.68 7.69 7.70

USD/
HRK 6.79 6.95 7.33 7.31 7.04

Cons. 7.20 7.25 7.29 7.34
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

2y T-bond2 2.33 2.5 2.5 2.6 2.7

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

3y T-bond2 2.82 2.8 2.8 3.2 3.3
5y T-bond2 3.27 3.5 3.5 3.5 3.6

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

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

1 month2 0.71 0.80 0.75 0.80 0.90

3 month2 0.94 1.09 1.10 1.15 1.25

Consensus 0.93 1.05 1.07 1.03

6 month2 1.17 1.25 1.25 1.25 1.35

12 month2 1.69 1.80 1.80 1.85 1.95
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
Whereas the debt and money market did not feature much excitement in Q2, FX 
movements were somewhat unusual. Money market rates, as well as T-bill yields, 
remained stuck at the lowest levels supported by ample HRK liquidity. Even long-
term securities (both Eurobonds and local instruments) did not react significantly 
to the recent turmoil in the European debt market (“Grexit” topic). On the other 
hand, Q2 and especially May saw unusual HRK appreciation pressures due to 
increased corporate sector foreign borrowing and, consequently, FCY inflows. 
Although still relatively small, FX volatility returned to 2010 levels, but there was 
no need for central bank intervention. As usual, Q3 should bring about the sea-
sonal strengthening of HRK, whereas we might see more prominent appreciation 
pressures on the domestic currency during the peak tourist season, in comparison 
to last year’s movements. In addition to tourism-related FCY inflows (which are 
supposed to be slightly higher), EUR/HRK may be additionally affected by the 
pure HRK bond issuance. The local (HRK) bond issuance causes the withdrawal 
of HRK liquidity, (temporary) upward pressure on the money market rates, and 
eventually strengthening of HRK. As the summer draws to a close and the above 
factors disappear, the kuna should begin depreciating but we are actually accus-
tomed to this. Finally, the expected upward EUR/HRK movement towards 7.70 
at the end of 2015 might be interrupted only in case of stronger FCY inflows 
from the borrowing of corporates and/or the announced recapitalisation of pub-
lic enterprises.

In the absence of a transparent government borrowing plan, speculation about 
a new 10-year HRK bond issuance brought some liveliness to the local market. 
It has been a year and a half since the last domestic issue (in the summer of 
2013), which, in addition to the spill-over of external influences, largely affects 
the price formation and the overall liquidity of the domestic market. The activity 
of non-residents is still modest and not expected to change much, so the crucial 
players are still pension funds, insurance companies, and banks. In the case of 
generous bond issuance, we would not rule out the possibility that the refinanc-
ing plan for this year will be closed (in December, a pure HRK bond matures in 
the amount of HRK 3.5 bn) since short-term T-bills and loans are regularly rolled 
over. Just as a reminder, the Ministry of Finance already satisfied more than 50% 
of the refinancing needs in Q1 2015. Nevertheless, the risk sensitiveness of Cro-
atia’s sovereign remains high, due to the weak fiscal metrics. In the meantime, 
the free lunch, i.e. the time and favourable market conditions, has been provided 
by the ECB.

Financial analyst: Zrinka Živkoviæ Matijeviæ, Raiffeisenbank Austria d.d., Zagreb
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Romania

Real GDP (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Domestic demand as main engine of fast GDP growth

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) 126.8 133.3 133.8 144.3 150.0 159.4 171.1

Real GDP (% yoy) -0.8 1.1 0.6 3.4 2.8 4.0 3.5

Industrial output (% yoy) 5.5 7.5 2.4 7.9 6.1 4.5 5.0

Unemployment rate (avg, %) 7.0 7.2 6.8 7.1 6.8 6.7 6.5

Nominal industrial wages (% yoy) 8.3 6.7 4.6 4.2 6.5 7.0 6.0

Producer prices (avg, % yoy) 4.4 7.1 5.4 2.1 -0.1 -1.2 2.3

Consumer prices (avg, % yoy) 6.1 5.8 3.3 4.0 1.1 0.0 1.4

Consumer prices (eop, % yoy) 8.0 3.1 5.0 1.6 0.8 0.0 2.8

General budget balance (% of GDP) -6.6 -5.3 -2.9 -2.2 -1.5 -2.3 -2.3

Public debt (% of GDP) 29.9 34.2 37.3 38.0 39.8 39.8 39.8

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) 73.9 75.0 75.4 68.0 62.8 59.6 57.9

EUR/RON (avg) 4.21 4.24 4.46 4.42 4.44 4.45 4.42

USD/RON (avg) 3.18 3.05 3.47 3.33 3.35 4.01 4.06

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  Sustained upward trend in economic activity, driven both by domestic demand and exports
  VAT rate for food products lowered in June, with additional tax cuts planned for 2016-2019
  Low infl ation outlook due to the VAT rate cut, but central bank not to lower the key rate
  With Fed liftoff coming closer, bear steepening of the LCY yield curve expected in line with core market moves

Economic outlook
The positive real GDP growth in Q1 (1.6% qoq, 4.3% yoy) outpaced our expec-
tations and analysts’ consensus. Growth in Q1 was driven by all major demand 
components (private consumption, investments, exports) and benefited all sectors 
of activity (industry, construction, services). During recent quarters, the favourable 
labour market conditions (rapid increase of wages, low unemployment rate) bode 
well for households’ morale and spending appetite, supporting the strengthening 
of private consumption. Besides these factors, the reduction of VAT rate for food 
products from 24% to 9% on 1 June should provide additional stimulus to the ex-
pansion of private consumption in H2 2015. We expect the rebound in private in-
vestments to go forward in the coming quarters due to the strengthening economic 
recovery, low borrowing costs, increasing external demand, and no taxation of 
profits that are re-invested in equipment. With better-than-expected dynamics in Q1 
and with the cut in the VAT rate this June, real GDP growth in 2015 might be close 
to 4.0% instead of 3.0% which we expected previously.
The VAT rate cut for food products from 24% to 9% as of 1 June was enforced by 
an Emergency Ordinance of the Government. The draft of a new Fiscal Code was 
elaborated by the Government and is under debate in Parliament. It aims for a 
broad-based reduction of taxes in 2016-2019. For 2016, the draft mentions cut-
ting the standard VAT rate to 20% from 24% on 1 January, the removal of tax on 
special construction, and the reduction of excises and taxes on dividends. After en-
forcing the cut in taxes, the Government still expects to meet the public budget def-
icit targets set for the next years. On the other hand, the Fiscal Council, the IMF, 
and the European Commission feel that the measures may substantially increase 
the public budget deficit starting in 2016, to above 3% of GDP. We expect that 
the final bill will not include all of the measures, which would limit the increase in 
the deficit.
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Exchange rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
RON 4.47 4.45 4.45 4.40 4.45

Cons. 4.43 4.40 4.39 4.38

USD/
RON 4.00 4.05 4.24 4.19 4.12

Cons. 4.13 4.20 4.27 4.24
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

Key rate 1.75 1.75 1.75 1.75 1.75

Consensus 1.70 1.75 1.70 1.70

1 month2 1.17 1.25 1.35 1.55 1.70

3 month2 1.29 1.55 1.65 1.70 1.75

Consensus 1.35 1.42 1.43 1.42

6 month2 1.54 1.65 1.75 1.80 1.80

12 month2 1.62 1.75 1.75 1.85 1.85
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

3y T-bond2 2.02 2.4 2.5 2.6 2.9

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

5y T-bond2 2.94 3.2 3.3 3.4 3.7
10y T-bond2 4.00 4.2 4.4 4.6 4.9

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

Financial market outlook
The annual inflation rate in Q2 (1.2% yoy in May) remained low compared to 
historical levels, but was still one of the highest in the EU. It will remain at a low 
level until May 2016, due to the cut in the VAT rate on food products from 24% 
to 9% on 1 June. If enforced on 1 January 2016, the cut in the standard VAT 
rate would extend the timeframe for low annual inflation rates until December 
2016. Our baseline scenario puts the annual inflation rate at 0% yoy in Decem-
ber 2015, 2.4% yoy in June 2016, and 2.8% yoy in December 2016, but does 
not take into account the cut in the standard VAT rate in January 2016. When 
setting the level of the monetary policy rate, the central bank should not attach 
too much weight to a decline in the annual inflation rate which is fuelled by cut(s) 
in VAT rates, as this is a transitory development. The favourable inflation outlook 
was a key factor behind the unexpected decision of the central bank on 6 May 
to reduce the key rate to 1.75% from 2.00%. According to its forecast in May, 
the central bank expected the VAT rate cut to have second-round effects on in-
flation dynamics, while the NBR Governor had dovish comments. In that con-
text, we saw good chances for one last 25bp key rate cut to 1.5% in July. How-
ever, recent deterioration in the external environment (sell-off of government se-
curities, increase in risk aversion) and the good performance of domestic econ-
omy have substantially lowered the chances for such a move. So, the key rate 
has most likely bottomed out at 1.75%. We do not expect the VAT rate cut(s) to 
persistently lower inflationary pressures and this is why we foresee the annual in-
flation rate jumping to high levels once the favourable base effect stemming from 
the VAT rate cut(s) vanishes. In this context, the first key rate hike might come at 
the end of 2016. A liquidity surplus might persist in the money market by the 
end of the year, but only if investors’ sentiment on the leu and RON T-securities 
remains positive. ROBOR rates might continue trading below the key rate in the 
near term, but a closing of the gap appears likely as time passes. A flat key rate 
and adequate liquidity conditions in the money market should offer support to 
the short-end of the yield curve. Developments on the external markets are ex-
pected to remain the key driver of yields at the medium and long-end of the 
yield curve (5y to 10y tenors). Increases during the recent sell-off are likely of a 
permanent nature, while additional upward moves should emerge as the year 
progresses due to rising yields on developed markets, particularly triggered by 
the Fed liftoff. The central bank will probably continue to counteract large moves 
in the EUR/RON rate as it did in the past.

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 41.6 42.9

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

Industrial output (% yoy) 2.0 5.8 -0.4 -0.1 1.9 2.4 3.1

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 2.0 2.1

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 1.0 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 28.5 29.5

Current account balance (% of GDP) -1.4 0.1 -0.8 1.8 0.0 2.4 -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 94.7 97.4 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 1.76 1.79

Source: Thomson Reuters, wiiw, Raiffeisen RESEARCH

Military conflicts in Ukraine and the Middle East, ethnic tensions in Macedonia, fi-
nancial crisis in Greece, and the political and economic transitions in Turkey and 
Serbia respectively, place Bulgaria in a rather precarious external environment. 
Nevertheless, the country remains stable, also having support from NATO and the 
European Union. As a six-party coalition, the Bulgarian government is working in 
a relatively calm internal political setting. Thus, it is expected to remain stable in 
the mid-term, governing the country in a persistently turbulent external environment.
Real GDP grew at the surprisingly fast rate of 3.1% yoy in Q1 2015, driven 
mainly by net exports, which contributed 2.3pp, and by household consumption, 
which added 1.0pp, while gross fixed capital formation remained flat. On the 
production side, as expected, services boosted growth most strongly, followed 
by industry and agriculture. Despite the collapse of the fourth largest institution, 
Corporate Commercial Bank, at the end of 2014, the financial sector grew by 
0.5% yoy in Q1.
On the back of the weaker euro, exports are expected to grow further in Q3 and 
Q4, assuming similar FX conditions until the end of the year. In turn, household 
consumption is projected to continue increasing moderately in Q3 and Q4, due 
to declining interest rates on deposits. One surprise could come from investments, 
which are dependent on the administrative absorption capacity of EU funds, that 
has proven to be rather difficult to predict. However, the expected lower inter-
est rates on corporate loans will encourage investment. The long lasting defl a-
tionary trend has been reversed by the ECB’s QE policy, driving consumer prices 
into positive territory at the end of Q4 (+1.0% eop). Taking into account the pos-
itive economic developments and despite the tense external environment, GDP is 
expected to show higher real growth of 2.0% yoy in 2015 compared to the year 
before (1.7% yoy).

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

  Benefi ts from the weaker euro
  Lower interest rates encourage consumption and investment
  More effi cient absorption of EU funds needed
  Financial sector growth undeterred by the turmoil in 2014
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Preparing for the second IMF review

Serbia

  First IMF review demanded stricter reform agenda implementation
  Low infl ation and strong EUR/RSD supported aggressive monetary policy easing in H1
  Investments reviving and Belgrade Waterfront Project to back GDP recovery
  Yields on the downside supported by the IMF deal
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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) 103.0 102.0 113.0 113.1 117.3 122.2 125.8

USD/RSD (avg) 77.8 73.3 88.0 85.2 88.5 110.1 115.4

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

The recovery in investment stemming from the modernisation of railways and coal 
mine plants, together with the start of the United Arab Emirates and government 
joint investments in the EUR 3.5 bn Belgrade Waterfront project construction, 
will be supportive for the economic recovery from H2 2015. FIAT vehicle exports 
might also positively contribute to GDP once the EUR/RSD starts to weaken. The 
latter we expect to see from late summer after the US Fed shifts its monetary pol-
icy and the NBS allows the dinar to weaken, amidst significant widening of the 
foreign trade deficit. Following the aggressive rate cut in H1 the NBS will take a 
more cautious stance after infl ation resumes following the 12% electricity price 
hike on 1 August and the EUR/RSD exchange rate starts to depreciate.
Given that the primary non-consolidated budget surplus in Jan-Apr/2015 is a 
function of the implementation of measures which are limited in terms of their 
duration, we view the plans of the Prime Minister to raise public sector wages 
in 2015 as being premature. The tough measures are yet to come i.e. a redun-
dancy programme in public administration and creating the working group for 
the three largest state-owned chemical firms, which are the major debtors to the 
state-held natural gas company Srbijagas. The IMF was strict in the first review, 
as the cabinet missed out on complying with two requirements that will be met 
during summer ahead of the second review. The Public Debt Management is 
well prepared for the shift in the US Fed’s monetary policy and succeeded in 
refinancing 73.1% of the outstanding portfolio (EUR 2.8 bn) by mid-June. How-
ever, the incredible downward move in yields supported by non-residents’ com-
fort zone after the IMF deal was struck, and the RSD liquidity of huge local play-
ers makes the yield curve overvalued, given the still high fi scal risks. We believe 
that the room for further yield declines has narrowed, although the bonds still of-
fer a nice risk-reward profile in a zero interest rate environment.

Financial analyst: Ljiljana Grubic, Raiffeisenbank a.d., Belgrade
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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) 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 5.0 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 1.0 2.0

Consumer prices (eop, % yoy) 3.1 3.1 1.8 -1.2 0.0 1.5 2.1

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 -7.8 -8.0 -7.7

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 1.76 1.79

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

After a weak start to the year, the B&H economy started to recover in line with 
our expectations. The available high-profile figures for April 2015 (exports, in-
dustry, retail sales) which give a first indication of economic momentum in Q2 
2015 clearly reflect the expansion in the B&H economy. The mild performance at 
the beginning of the year may be explained by the base affect, as Q1 2014 was 
the strongest quarter since the State Agency for Statistics started producing quar-
terly GDP statistics (2009). Therefore, our anticipation of a strong countermove in 
the course of the year started to materialise, and our overall GDP target rate of 
2.5% yoy seems to be very well supported. Even though we expect that all GDP 
categories will contribute positively to economic expansion this year, the strong-
est boost is expected from exports of goods and services (7.5% yoy) and gross 
fixed capital formation (6.0% yoy). Expansion in gross fixed capital formation is 
expected to be driven by the continuation of infrastructure projects and start of 
the electro-cycle investments. Exports of goods and services will mostly benefit 
from the improved external environment, particularly in the European Union. We 
also expect moderate growth in private and public consumption this year. The de-
cline in the unemployment rate to 26.5% and growth in salaries (3.0% yoy) might 
lead to a notable expansion of household consumption by 2.0% yoy. In 2015, 
we expect a cut in the general budget deficit to 2.5% of GDP with the main as-
sumption that B&H will again enter the Stand-by arrangement with the IMF.
It should be noted that political developments in the country could bring addi-
tional potential for economic growth if we see a continuation of the positive mo-
mentum from the beginning of the year (EU reforms and SAA agreement). On the 
other hand, if we see another long-term political crisis (not our baseline scenario) 
which could slow down the announced investments and jeopardise the SBA with 
the IMF, we would have to cut our target for GDP growth by 50bp.

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

B&H economic recovery gathers momentum

Bosnia and Herzegovina

  Nice start to Q2 2015 with key economic drivers on the rise
  We still expect GDP growth of 2.5% yoy in 2015, driven by export and investments
  Political developments bring higher potential…
  … but also risk for our baseline scenario
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Limited effects from the troubles in Greece

Albania

  Risks from Grexit are limited
  Monetary policy to remain expansionary
  Government to enter international markets
  Current governing coalition won a majority of the municipalities
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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 1.1 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 1.9 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) 137.8 140.4 139.0 140.3 140.0 140.4 139.9

USD/ALL (avg) 104.1 100.9 108.2 105.7 105.5 126.4 128.3

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

So far, the Greek crisis has had a negative impact on trade, but since the start of 
the crisis Albania has managed to reduce its trade dependence on Greece, and 
therefore a possible Grexit would have a limited effect. The increased inflow of 
remittances (+24% yoy in Q1 2015) should continue as Albanian emigrants liv-
ing in Greece are likely to bring their savings back home.
The Bank of Albania already took measures to protect the banking system from 
the Greek crisis back in 2012 by cutting the funding dependence of Greek-
owned banks operating in Albania from their parent banks and licensing them 
as separate entities. Furthermore, it has stopped allowing Greek-owned banks’ 
transactions with their parent banks, and thus the risks arising from bankruptcy in 
Greece remain limited. So far the banking sector is well protected and quite liq-
uid and Greek-owned banks have good liquidity ratios. Greek-owned banks ac-
count for only 15.8% of total deposits.
In 2015, GDP growth is expected to speed up to around 3% based on a pick-
up in domestic demand, higher FDI, accommodative monetary policy, and a re-
covery in public investment. Inflationary pressures remained limited, as economic 
growth was below potential and import prices fell, especially fuel prices. There-
fore, it is expected that the Bank of Albania will maintain its expansionary mon-
etary policy for the rest of 2015. The base interest rate is actually at an histori-
cal low of 2.0%, and we expect it to remain at the same level throughout 2015.
The government is preparing to enter the international markets to roll over the 
Albanian Eurobond of EUR 300 mn that matures in late November 2015 and 
if the rates offered are favourable it will most likely raise the amount by another 
EUR 200 mn, in line with its borrowing policy to shift towards long-term debt.
On 21 June, municipal elections were held in Albania with the new territory ad-
ministrative division. The left wing governing party has broadly won. 

Financial analyst: Valbona Gjeka, Raiffeisen Bank Sh.a., Tirana
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Return to normality

Kosovo

  Economic growth returns to previous pace
  Consumption and investments gain momentum
  Infl ation rate still below zero
  Known unknowns in the political landscape
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Real GDP (% yoy)

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 0.2 1.5

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 is expected to accelerate during the third quarter, thanks to 
internal demand and investments. Consumption confidence is reflected by the 
growth in consumer loans and even larger remittances, and this trend is expected 
to gain even more momentum in Q3, due to seasonality effects. The third quar-
ter is traditionally the powerhouse period for the economy, since construction, as 
large contributor, peaks, and also because it is the vacation season and many 
compatriots from the diaspora visit and spend.
Public investments are set to reverse the declining trend and contribute further 
to the gross domestic product through capital investments; the biggest of these is 
the highway construction towards Macedonia, with the largest segment set to be 
completed at the end of Q3. These expenditures are financed through continu-
ously improving collection of taxes, through a reset of the value added tax, and 
through increased public debt, issued in the domestic market. Total revenues are 
to grow by 4% and with a debt-to-GDP ratio of 11% there is plenty space for fur-
ther expansion up to the legal cap of 30%.
While foreign direct investments are expected to rise further during the summer 
months after very disappointing performance last year, they are mainly focused 
on real estate purchases by compatriots living abroad, and not in investment in 
other relevant sectors.
The current government stands on a stable foundation and is expected to con-
tinue governing until the end of the legislative period. However, there are two 
unknowns with the potential to break-up the coalition. One is the establishment 
of a Special Court to handle criminal cases potentially committed by sitting offi-
cials. This court will be created within the next three months and has a high po-
tential to disrupt the current political landscape. The other unknown is the elec-
tion of the Head of State, which has been defined in the coalition agreement to 
be the leader of the larger coalition partners and current Foreign Minister Hashim 
Thaci. However, it is uncertain that the election to be held next year by the par-
liament will be able to reach two-thirds of the votes.

Financial analyst: Fisnik Latifi, Raiffeisen Bank Kosovo J.S.C., Pristina
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Depth and duration of the recession still unknown

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 41.2 49.4 54.9 57.3 51.4 51.6

Real GDP (% yoy) 7.7 5.5 1.7 1.0 1.6 -3.5 0.5

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 1.5

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 17.0 16.0

Consumer prices (eop, % yoy) 9.9 108.7 21.8 16.5 16.2 17.0 15.0

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 36.0 37.0

Current account balance (% of GDP) -15.0 -8.9 -2.9 -10.0 -6.6 -5.1 -5.7

Official FX reserves (EUR bn) 2.6 4.6 4.4 3.6 2.8 2.5 2.6

Gross foreign debt (% of GDP) 50.9 63.7 51.9 51.8 57.8 59.6 56.9

EUR/BYR (avg) 3953 7220 10747 11834 13597 17247 20042

USD/BYR (avg) 2981 5218 8360 8906 10250 15538 18388

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Since the second half of 2014, external shocks – such as cheaper oil and the 
slump in the Russian economy – have turned the cyclical dynamics around to re-
cession in 2015. The official response to such challenges included inflation tar-
geting accompanied by a managed float of the exchange rate, and a more con-
servative fiscal policy in terms of restricting expenditures and less directed lend-
ing to the economy. The slump in Russia’s economy, which accounts for 90% of 
Belarusian export of capital goods, i.e. machines and equipment, as well as con-
sumer goods, strongly affected the country. However, exports of potash fertiliz-
ers to non-EE countries and lower imports caused by a reduction of the supply of 
capital, intermediate, and consumer goods compensated for these losses to some 
extent. We expect that the balance of trade in goods and services will be posi-
tive in 2015.

Despite low FX reserves and commitments to repay USD 4 bn in public debt this 
year, Belarus is unlikely to face an FX liquidity crisis due to financial subsidies 
from Russia. Belarus does not need to transfer the export duties on oil products 
manufactured from Russian oil in the amount of around USD 2 bn and Russia pro-
longed its state loan worth almost USD 2 bn. Financial markets will remain frag-
ile in the near future. However, the ‘traditional’ risk for Belarus – one-off, huge 
exchange rate depreciation – has decreased significantly. We expect that the ex-
change rate will fluctuate in order to secure an almost balanced external position. 
A new key risk is emerging: a deterioration of banks’ loan portfolio quality. Fur-
thermore, a new economic and social problem will arise in the form of unemploy-
ment. The authorities state their readiness to undertake structural reforms, but later, 
presumably in 2016 after the presidential elections in October 2015.

Financial analyst: Oleg Leontev, Priorbank Open Joint-Stock Company, Minsk

  Recession in Russia and structural weaknesses cause broad contraction in GDP
  CPI decrease and less pressure on the exchange rate are likely secured
  Financial subsidies from Russia to avoid FX liquidity crisis
  New key risks emerge – deterioration in banks’ loans quality and unemployment
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Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 1149.8 1369.1 1558.0 1563.9 1399.0 1229.2 1361.5

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 6.5 6.5

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 15.2 7.5

Consumer prices (eop, % yoy) 8.8 6.1 6.6 6.5 11.4 11.5 8.0

General budget balance (% of GDP) -3.5 1.6 0.4 -1.0 -1.0 -4.2 -3.0

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 3.7 2.7

Official FX reserves (EUR bn) 331.0 349.7 369.1 342.9 278.9 328.8 353.2

Gross foreign debt (% of GDP) 31.7 30.5 31.1 33.8 35.4 37.7 31.6

EUR/RUB (avg) 40.3 40.9 39.9 42.3 51.0 64.4 64.6

USD/RUB (avg) 30.4 29.4 31.1 31.9 38.6 58.0 59.3

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook
In Q2, economic performance continued to deteriorate as the contraction in in-
dustrial output accelerated from -0.4% yoy in Q1 to -5.0% yoy in April-May. 
Moreover, the production of construction materials and works decreased signif-
icantly (-10% yoy in May). Production of metals declined by 11% yoy in May, 
due to negative price trends and weak internal demand. Deteriorating purchas-
ing power caused by RUB devaluation led to aggravation of the situation in the 
automotive sector (production fell by 35% yoy versus a drop of 20% yoy in Q1). 
Recent RUB appreciation should bring some relief for consumers, but on the other 
hand it could be negative for export industries and import substitution. We expect 
that negative trends in industrial production will continue through Q3 and see 
a decrease of 4% for the whole year. As funding conditions remain challenging 
and economic uncertainty persists, capital investments continue to fall. In May, 
they contracted by 7.6% yoy (versus -3.6% yoy in Q1 2015). By contrast, the sit-
uation in the consumer sector at least stabilised in April-May. After a huge spike 
in the winter, the year-on-year rate of CPI began to fall. This – along with accel-
eration in nominal wages – has allowed for some recovery in real incomes and 
retail sales. Nevertheless, consumption stabilised at very low levels, and in yoy 
terms the drop in real wages and retail sales in May remained huge, at 7% and 
9% respectively. In Q3 2015, we expect that annual CPI will continue to decline 
and consumption will show some improvement. But the positive changes will be 
very gradual and will not outweigh the negative developments in the real sec-
tor. GDP dynamics in Q2-Q3 2015 will be much worse than in Q1 2015 (-2.2% 
yoy). We keep our forecast of GDP contracting by 4% in 2015. With falling infla-
tion and deteriorating economic performance, the CBR will continue the easing 
cycle. However, the regulator gave a strong signal that the pace will slow down. 
In our view, the CBR will cut the key rate by 50bp at each of its meetings in July 
and September (versus 150bp and 100bp in April and June).

The bottom has still to be reached

  GDP dynamics in Q2-Q3 2015 will be much worse than in Q1 2015
  CBR will continue the easing cycle, although at a slower pace
  Even with oil price recovery risks skewed towards RUB depreciation
  We maintain our call of further OFZ curve bull steepening, despite slower-than-expected rate cuts

Forecast
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Russia

Exchange rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
RUB 60.81 60.5 63.0 59.9 64.8

Cons. 61.0 60.2 59.8 58.8

USD/
RUB 54.37 55.0 60.0 57.0 60.0

Cons. 56.5 56.5 57.3 55.9
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

Key rate 11.50 10.50 10.00 9.00 8.00

Consensus 10.3 9.5 8.7 8.3

1 month2 12.63 11.60 11.10 10.10 9.10

3 month2 12.55 11.90 11.40 10.40 9.40

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

6 month2

12 month2 12.54 12.00 11.50 10.50 9.50
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

2y T-bond2 10.95 10.40 10.30 9.40 8.40

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

5y T-bond2 11.10 10.50 10.10 9.50 9.00
10y T-bond2 11.01 10.30 9.80 9.50 9.50

Consensus n.v. n.v. n.v. n.v.
1 5:00 p.m. (CET) 2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Financial market outlook
After a period of appreciation in the spring, RUB dynamics reversed in June fol-
lowing the negative price trends on commodities markets. However, this alone 
could hardly explain the RUB depreciation: while the oil price dropped by 7% 
(to ~USD64/bbl), RUB depreciated by 14% since mid-May (having touched RUB 
57 against USD). We tend to explain such pronounced RUB weakening with 
the deterioration in the geopolitical situation. Also, since mid-May the CBR has 
launched FX purchases on the open market to replenish FX reserves. Although 
their daily amount (USD 150-200 mn) cannot put any serious pressure on RUB, 
the CBR’s return to the FX market and the uncertainty about the potential amount 
of its further FX operations were treated negatively by market participants. We 
expect that even with the oil price recovery the balance of risks in H2 2015 will 
be skewed towards RUB depreciation. In September and December, there will 
be peaks in external debt repayments. Demand for FX from banks and corpo-
rates should increase then, even taking into account that exporters have accumu-
lated FX and refinance a significant part of the debt on external markets. Banks 
tend to cover external debt redemptions mainly by FX refinancing from the CBR 
(although they have FX assets which exceed their FX liabilities). The major part 
of the CBR’s FX refi nancing tools is utilised and the regulator also increased the 
cost of these tools by 150-200bp in recent months. Therefore, the scope of ex-
pected RUB depreciation will also depend on the CBR’s policy with regard to 
these instruments.
Monetary easing and RUB appreciation in March-May allowed for the continua-
tion of the OFZ market rally. However, in June this move ran out of steam as yields 
already reached levels as if the base rate would be at 8.5-9.0%. Despite the fact 
that inflation continues to fall (pass-through effect of RUB devaluation at the end of 
2014 is fading out) the CBR stressed that potential infl ationary risks will limit the 
easing pace in the coming months. We note that inversion of OFZ yield curve has 
decreased, which reflects lower expectations of further monetary easing or slower 
pace. Given our expectation that the CBR will continue with rate cuts against the 
backdrop of easing inflation and assuming a fairly stable rouble exchange rate on 
a 3m horizon, we remain constructive on all OFZ maturities. Although longer-dated 
floating OFZ papers seem to have some room for further gains, our highest con-
viction is currently for the shorter part of the curve. Therefore we would continue 
to expect a further bull steepening of the rouble yield curve. Still, the major risk to 
our recommendations is exchange rate risks given the high sensitivity of OFZs to 
swings in USD/RUB. In the longer run, however, our bearish view on USD/RUB ex-
change rate dynamics should weigh on the OFZ market performance.

Financial analysts: Maria Pomelnikova, AO Raiffeisenbank, Moscow
Denis Poryvay, AO Raiffeisenbank, Moscow
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Struggling with a deep recession

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 98.6 82.0 80.0

Real GDP (% yoy) 4.1 5.5 0.2 0.2 -6.8 -10.0 1.5

Industrial output (% yoy) 11.2 7.6 -1.0 -4.0 -10.7 -15.0 10.0

Unemployment rate (avg, %) 8.2 8.0 7.6 7.3 9.3 11.5 11.0

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 39.6 14.0

Consumer prices (avg, % yoy) 9.4 8.0 0.6 -0.2 12.1 53.7 14.0

Consumer prices (eop, % yoy) 9.1 4.6 -0.2 0.5 24.9 50.6 11.5

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 36.4 37.1 40.7 53.6 81.4 72.0

Current account balance (% of GDP) -2.2 -6.3 -8.5 -9.0 -4.0 -1.9 -0.7

Official FX reserves (EUR bn) 26.1 22.8 19.1 15.4 5.6 10.8 13.8

Gross foreign debt (% of GDP) 86.4 77.6 76.5 79.3 96.4 131.8 143.4

EUR/UAH (avg) 10.5 11.1 10.4 10.8 15.9 24.9 29.8

USD/UAH (avg) 7.9 8.0 8.1 8.2 12.0 22.5 27.4

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook 
There is still no solution to the military confl ict in Donbass region. Parts of the 
Minsk-II agreement have been delayed or not fulfilled, as negotiations between 
the parties bogged down. The implementation of constitutional changes and 
agreement on local elections in Donbass look quite challenging. The best near-
term outcome would still be a freezing of the conflict, which, however, cannot 
be taken for granted. There was some kind of a lull for a several months after 
Minsk-II in early February, but recently there has been some escalation in the 
fighting (from time to time there are serious clashes). Thus, the situation in gen-
eral remains highly unstable. As for the internal political situation, the reform 
process pushed forward by the IMF gained some pace (after 2014 was essen-
tially lost). Progress is visible so far in the battered banking sector: the National 
Bank of Ukraine has internally reorganised and hired new highly skilled profes-
sionals, the fi rst stage of banking sector consolidation is almost over (about 50 
banks were classified as insolvent), and the NBU became more independent. 
Also, there is some progress in reforming the energy sector, the legal system, and 
the tax system, but much remains to be done.

The economic situation is still quite severe as the country faces a deep recession 
without a clear end, (almost) hyperinflation, a banking crisis, a tough external li-
quidity situation, and ongoing external debt restructuring, which could turn into 
an unorderly default at any moment. However, at least the contraction in GDP 
did not accelerate further. GDP declined by 17.2% yoy in Q1 2015, after fall-
ing by 15.2% yoy in Q4 2015. Sharp depreciation and a hike in gas prices for 
households boosted inflation to 60.9% yoy in April, but in May it slowed down 
to 58.4% yoy. On the other hand, sharp devaluation and high inflation resulted 
in a surplus in April. Also, the fall in domestic demand facilitated further external 

  Political solution for Donbass yet not visible; IMF pushes for structural reforms
  Economic situation very severe, but there are some stabilisation signs
  UAH stabilised by strict administrative measures of the central bank
  Given the numerous economic and geopolitical risks, we project more depreciation pressure for UAH

Ukraine
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Forecast

Ukraine

Exchange rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
UAH 23.68 25.30 26.25 28.35 29.16

Cons. 24.96 25.50 26.00 n.v.

USD/
UAH 21.17 23.00 25.00 27.00 27.00

Cons. 24.00 25.00 26.00 n.v.
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

adjustment as the pace of decline in imports is much faster than in exports. Con-
sidering the significant decline in economic performance in Q1, we expect that 
Ukraine’s economy will shrink by 10% in 2015. However, risks are still rather on 
the downside, as this forecast assumes a recovery starting from second half of 
this year. As for inflation, we expect that it will be in the range of 50-55% this 
year. However, the main risks to our scenario are an escalation of the military 
conflict in the east and a new round of hryvnia devaluation.

Financial Market Outlook
The February panic in the FX market resulted in a dramatic depreciation of the 
hryvnia by almost 50%, but after a series of hectic measures, the National Bank 
of Ukraine introduced new administrative controls in early March elaborated 
with the technical assistance of the IMF. With this move, they managed to bring 
the situation on the FX market under control, and as a consequence the hryvnia 
strengthened and the interbank market stabilised. Since then, the FX market has 
remained relatively calm and by mid-June the hryvnia was trading in the range 
of UAH/USD 20.5-21.5. The National Bank takes part in trading less frequently, 
which indicates a more balanced FX market. However, it is still premature to con-
clude that market stability has been established, as it has been achieved to a 
great extent by means of administrative FX restrictions. The big question will now 
be what will happen with the exchange rate after the restrictions are removed. In 
our view, a more or less controlled depreciation is a likely scenario as soon as 
the administrative measures are loosened. This assumption hinges on weak eco-
nomic development and the geopolitical risks that are prevailing. Meanwhile, the 
central bank keeps the key rate at the level of 30% and will probably leave it un-
changed for a while, taking into account the high inflation rate. According to the 
IMF’s 4-year financing programme (amounting to USD 17.5 bn), Ukraine has to 
save USD 15.3 bn of external debt payments (USD 5.2 bn this year), but there 
is not much progress in negotiations with creditors. Nevertheless, the IMF notes 
significant progress in reforms, so Ukraine is likely to receive the second tranche 
(USD 1.7 bn) in July.

Financial analyst: Sergii Drobot,  Raiffeisen Bank Aval Public Joint Stock Company, Kiev

Forecast



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

Turkey

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.)

0

3

6

9

12

15

0

2

4

6

8

10

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.)

Economic outlook
The ruling Justice and Development Party (AKP) failed to reach the targeted two-
thirds majority in the June elections, which would have been needed for a change 
of the constitution to pave the way for the presidential system sought by President 
Erdogan. Although the AK party is still the strongest political force, it now has to 
rely on a coalition partner or rule as a minority government. Stunningly, the pro-
Kurdish Peoples’ Democratic Party (HDP) succeeded in passing the 10% thresh-
old, along with the two opposition parties Republican People’s Party (CHP) and 
Nationalist Movement Party (MHP). If neither the AKP nor an opposition party 
are able to form a government or a minority government fails to win a confidence 
vote within the constitutional limit of 45 days, the President can call new elec-
tions. The right-wing Nationalist Movement Party (MHP) is seen as the most likely 
coalition partner. So, while the election result is a positive step for Turkish democ-
racy, political uncertainty has risen and Turkey has yet to prove it can succeed 
with coalition rule (given the bad track record ahead of the AKP rise).
Economically, Turkey has disappointed slightly in recent quarters. On the one 
hand, growth rates have remained below 3% yoy for the fourth quarter in a row. 
However, in the first quarter GDP surprised to the upside (2.5% yoy). Especially 
private household demand was strong at 4.5%, while exports and investment 
stalled. The main problem is probably the increased political uncertainty, which 
will likely hurt investment and possibly even consumption. Thus, we downgraded 
our 2015 outlook slightly from 3.5% yoy to 3.0%, while still keeping the forecast 
for 2016 at 3.5%. The second hot issue in Turkey is the currently high infl ation 
rate which reached 8% again, after dropping slightly in recent months. As infla-
tion has been overshooting for some time, the problem seems to be a more struc-
tural one and not a temporary one as previously thought. Consequently, we also 
increased our inflation outlook for this and next year.

Forecast

Forecast

Key economic fi gures and forecasts

2010 2011 2012 2013 2014 2015e 2016f

Nominal GDP (EUR bn) 550.0 555.2 612.2 618.8 602.5 661.2 729.1

Real GDP (% yoy) 9.2 8.8 2.1 4.2 2.9 3.0 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 10.5 10.0

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 10.2 n.v. n.v.

Consumer prices (avg, % yoy) 8.6 6.5 8.9 7.5 8.9 7.7 7.5

Consumer prices (eop, % yoy) 6.4 10.5 6.1 7.4 8.2 8.1 7.0

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 34.0 32.0

Current account balance (% of GDP) -6.2 -9.7 -6.2 -7.9 -5.7 -5.1 -6.0

Official FX reserves (EUR bn) 60.9 56.4 77.7 83.5 80.5 90.1 100.9

Gross foreign debt (% of GDP) 39.6 42.5 41.8 45.5 55.9 59.8 52.4

EUR/TRY (avg) 2.00 2.34 2.31 2.53 2.90 2.93 2.94

USD/TRY (avg) 1.51 1.68 1.80 1.91 2.19 2.64 2.70

Source: Thomson Reuters, wiiw, Raiffeisen RESEARCH

  After 13 years of single-party AKP rule, can Turkey manage a coalition government?
  Economy slightly disappointing, despite strong domestic demand
  Political uncertainty and US Fed policy jitter the lira
  Following possible recovery rally in the short run, bear steepening of TURKGBs likely in light of US MP tightening

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Real GDP (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Budget balance and public debt

Election result: good for democracy, bad for markets
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Exchange rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

EUR/
TRY 3.00 3.03 2.84 2.84 2.86

Cons. 3.04 2.90 2.93 3.02

USD/
TRY 2.68 2.75 2.70 2.70 2.65

Cons. 2.76 2.76 2.79 2.80
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

Key rate 7.50 7.50 7.50 7.75 8.00

Consensus 7.55 7.60 7.75 7.85

1 month2 11.28 10.70 11.00 11.50 11.50

3 month2 11.34 10.80 11.10 11.60 11.60

Consensus 9.90 9.46 9.27 9.72

6 month2 11.35 10.80 11.10 11.60 11.60

12 month2 11.38 10.90 11.20 11.70 11.70
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

2y T-bond2 9.68 10.0 10.0 10.3 10.5

Consensus 8.8 8.3 8.7 8.7

5y T-bond2 9.36 9.8 10.5 11.0 11.5
10y T-bond2 9.20 10.0 11.0 11.5 12.0

Consensus 9.2 8.9 8.8 8.7
1 5:00 p.m. (CET) 2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
The ruling Justice and Development Party (AKP) was not able to secure an abso-
lute majority (for a single-party government) at the parliamentary elections on 7 
June and has to rely on a coalition partner or rule as a minority government. The 
Turkish lira is in a weakening phase as the election result means some weeks of 
uncertainty. However, even if a coalition government can be formed in time the 
political situation might be fragile and early elections would be very likely. The in-
creased volatility of the lira was expected before and after the elections, but now 
there are risks that it might last. Unfortunately, the overall picture for the economy 
remains gloomy as well. For the year-to-date TRY has depreciated by about 15% 
against USD. Turkish assets are sensitive to changing expectations about global 
liquidity tightening. Any concerns that capital flows to Turkey might slow down 
tend to hit the Turkish lira (as the current account deficit is financed by capital in-
flows), and a change in the monetary policy stance of the US Fed might dampen 
demand for Turkish assets. Although the current account deficit has narrowed so 
far this year compared to last year, it remains the key weakness in the economy. 
In addition, due to the strong US dollar there is the risk that exports will be lower 
than last year even if the volume increases. Turkey should be hit when US mon-
etary authorities start to become more hawkish and the Federal Reserve begins 
hiking interest rates, with September seen as the earliest starting date. Although 
a lot of negative sentiment (with regard to the political situation and capital flows) 
is already priced in, the TRY exchange rate could move further north versus USD. 
Nevertheless, overshooting and levels above USD/TRY 2.80 could be good for 
market entry. In line with local FX market developments, Turkey’s LCY debt market 
did not recover, which was our most speculative recommendation. We assumed 
a majority government to stabilise TRY and therefore pave the way for a tempo-
rary rally on the TURKGB market. Under these circumstances, the expected re-
covery for government debt paper should have been supported by a moderate 
downward adjustment of the base rate as well, which we do not believe will oc-
cur anymore. Therefore, we expect the central bank to remain on hold this year, 
whilst temporary fine-tuning of MP conditions should continue to be delivered 
by macroprudential measures, and, more importantly, by liquidity management 
tools. With US MP tightening coming closer and limiting the breathing space for 
Turkish assets (a Fed hike in September at the earliest according to our Western 
colleagues’ forecasts), a bear steepening of the lira yield curve is the most likely 
scenario in our view. In the event of a longer of period of lira stabilisation, the 
TURKGB market could see a recovery rally starting from double-digit levels at the 
long-end of the curve.

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

 Market trends
The fading optimism about the Fed policy outlook coupled with the escalation of 
the Greece debt crisis partly trimmed the performance of CEE Eurobonds at the 
end of Q2. Still, CEE managed to outperform the broader market in Q2, deliver-
ing a 2.2% price upside compared to just 0.3% for Global EMBIG USD. This sur-
prisingly strong outcome was possible due to spread contraction from extraordi-
nary high levels for distressed Ukraine and Belarusian Eurobonds. In Ukraine in 
particular, abnormal volatility contributed to a staggering 38.6% index gain in 
part thanks to outperformance of some quasi-sovereign bonds included in the in-
dex and investors taking a more positive outlook on the upcoming debt restruc-
turing. By contrast, our buy recommendations for Poland and Romania ended 
Q2 in the red resulting in a 2.4% loss. In particular, the political volatility in Po-
land played against us while in Romania the risk of fiscal slackening pushed up 
spreads.

Primary markets
There was not much to report on primary markets for Q2 as issuing activity in 
CEE hit nearly zero during the period. In fact, in Q2 only Turkey and Poland is-
sued sovereign Eurobonds while Ukraine placed another USD 1 bn under USAID 
guarantees. Compared to Q1, sovereign issuance plummeted by nearly 81%, 
excluding the Ukraine USAID issue. As the delays in primary markets were trig-
gered by a sudden rise in Bund yields as well as UST yields, many CEE sover-
eigns postponed their plans. Since the outlook for Q3 should be similarly bear-
ish, we project little activity in primary markets in July-August. Currently, the most 
likely issuers in the pipeline would be Kazakhstan in USD and Albania, Roma-
nia, Serbia, and Latvia in EUR. Still, we would expect issuance to gain speed 
only by September.

Outlook & Strategy
The market outlook for Q3 remains complex, due to a combination of different 
factors which do not necessarily correlate with each other. First of all, market 
volatility is likely to go up as relatively tight CEE risk pricing and rising head-
line risks from Fed policy outlook in Q4 may start impacting market confidence 
already in Q3. We project the correlations between CEE Eurobonds and UST 
yields to strengthen going forward, which will most likely bring more risk selling 
and higher spreads for CEE. 

In particular, we calculated historical volatilities using 1m, 3m and 6m rolling cor-
relations and compared them against CEE spread volatility. In our sample, a 6m 
correlation showed better predictive power, whereas the currently simultaneous 
rise in 3m and 6m correlations could point to a higher risk of a bear market for 
CEE. Meanwhile, the 1m correlation jumped to 0.8 from the start of June to the 
present. We also find that lower beta, higher-rated sovereigns such as Poland or 
Romania may be more susceptible to UST tail risks due to their tight pricing as 

Dances with bears

  We expect market volatility to increase in Q3 ahead of rising headline risks from Fed policy outlook
  Primary markets expected to remain relatively inactive in July-August
  Weaker rating outlook for EE and SEE does not warrant much optimism
  We would overweight EE for technical reasons, market weight CE and underweight SEE
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24-Jun Spread value, bp

Index Spread, 
bp

Q/Q* 5y 
min

5y 
max

PL (A-) 581 101 20 71 361

LT (A-) 167 114 27 81 493

BG (BB+) 1018 68 0 31 378

RO (BBB-) 142 174 0 141 528

TR* (BBB-) 692 241 -15 137 411

HU (BB+) 289 177 -14 159 726

RU (BB+) 948 309 -101 151 702

HR (BB) 146 257 -13 172 657

RS (BB-) 217 269 -10 217 724

BY (B-) 142 855 -279 476 1747

UA (CCC-) 399 2684 -1412 393 4281

Europe* 1018 311 -61 173 485

Africa 890 342 -25 183 462

Asia 586 202 -11 133 335

Mid East 478 406 -45 280 514

Latam 595 485 -21 285 587
Global 678 369 -33 227 476

Inv.grade 527 217 -12 136 324

BB 651 305 -47 188 500

B 1088 443 -24 377 1099

* TR – Turkey Fitch rating, Europe – CEE, Q/Q – quar-
ter-on-quarter (latest = cut-off date), 5y – 5-year minimum 
and maximum
Source: Thomson-Reuters, RBI/Raiffeisen RESEARCH
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opposed to higher-yielding EE or Serbia. Still, we would be inclined to hold CE 
risk which might be smaller compared to highly volatile, high risk EE. Secondly, 
CE could become the only sub-region to retain a positive rating outlook, while 
SEE could face structural weaknesses in the form of possible fiscal slackening in 
Romania and the risk of contagion from Greece for Macedonia and a few other 
SEE from financial markets. At the same time, the EE rating outlook will remain 
under strong negative pressure mainly due to the Russia-Ukraine conflict. Last but 
not least, we fear additional risk in the form of lower market liquidity which could 
impact smaller CEE Eurobond markets. As international banks exit from proprie-
tary trading and market-making activity is also slowing down, we might expect 
to see some liquidity setbacks in the case of increasing risk selling.

Talking about recommendations, we would be inclined to remain market weight 
in CEE, while inside CEE we would give our preference to CE and EE. In CE, we 
see the EU convergence story continuing as nearly all countries did fairly well 
in reducing past macroeconomic imbalances. Within CE, we would pick Poland 
as the market unjustly beat down its Eurobond prices on political risk. In EE, we 
would be targeting higher volatility and very high spreads to limit possible set-
backs in case of risk selling while the potential for more spread tightening re-
mains in the case of further de-escalation of the Russia-Ukraine conflict. In par-
ticular, we continue to favour Belarus which could count on direct Russian finan-
cial help in the present political situation. In SEE, we would recommend a slight 
underweight. We are particularly bearish on Serbia due to the very tight valua-
tions and remain concerned about Croatia’s debt overhang risk. Meanwhile, we 
would risk overweighting Turkey on an expected slow normalisation of domes-
tic politics and no new political elections, despite government formation risks.

Financial analyst: Gintaras Shlizhyus, RBI Vienna

Sovereign Eurobonds

Benchmark Eurobond forecast and performance

Spread Range Spread Range Spread Range

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

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

Mar-16 min. max. Perf. 
(%)

PL 3% due 23 USD A- 6.9 83 90 88 100 -1.2 100 97 110 -2.5 102 100 112 -4.1

PL 4.5% due 22 EUR A- 5.8 75 55 48 72 1.6 67 60 84 0.3 70 63 87 0.1

LT 6.625% due 22 USD A- 5.4 83 95 91 102 -1.2 108 104 115 -2.5 109 105 116 -3.6

LT 4.85% due 18 EUR A- 2.5 41 45 44 51 0.0 57 56 63 -0.3 59 57 64 -0.3

TR 3.25% due 23 USD* BBB- 6.8 181 185 184 199 -0.9 201 200 215 -2.7 205 204 219 -4.4

TR 5.125% due 20 EUR* BBB- 4.4 243 225 219 244 1.0 235 228 254 0.1 239 232 258 -0.1

RO 4.375% due 23 USD BBB- 6.9 138 150 146 158 -1.5 169 165 178 -3.5 171 167 179 -5.0

RO 4.875% due 19 EUR BBB- 3.9 124 130 128 133 -0.1 137 135 141 -0.8 137 135 141 -0.8

BG 4.25% due 17 EUR BB+ 1.9 96 100 97 106 0.0 101 98 106 0.0 102 99 107 0.0

RU 4.5% due 22 USD BB+ 5.8 230 250 243 264 -1.7 270 263 284 -3.5 272 265 286 -4.7

HU 5.375% due 23 USD BB+ 6.3 155 150 147 152 -0.4 151 148 152 -1.0 150 147 152 -2.3

HU 3.875% due 20 EUR BB+ 4.3 140 160 146 167 -0.7 155 141 162 -0.9 153 139 160 -0.8

HR 5.5% due 23 USD BB 6.3 240 260 253 274 -1.9 294 287 308 -4.7 296 289 310 -6.1

HR 3.875% due 22 EUR BB 6.1 315 320 316 338 0.1 346 342 364 -2.1 351 347 369 -2.4

RS 7.25% due 21 USD BB- 5.1 296 285 281 293 -0.4 295 291 303 -1.4 296 292 304 -2.0

BY 8.95% due 18 USD B- 2.2 902 720 591 784 3.3 752 623 817 2.4 700 571 764 3.1

UA 7.5% due 23 USD CC 4.7 1692 1450 1279 1536 10.9 950 779 1036 34.0 850 679 936 37.8
* 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-/A3/A- 

SI A-/Baa3/BBB+ 

HU BB+/Ba1/BB+ 

SEE:
RO BBB-/Baa3/BBB- 

BG BB+/Baa2/BBB- 

TR* BB+u/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-/Caa1/n.r. 

UA CC/Ca/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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All in all, we suggest profi t-taking on EE corporate credits and a more defensive 
positioning to be the best strategy following the solid market rally and mount-
ing risks on the downside. We think that the impact of the start of the monetary 
tightening cycle by the Fed, which is expected as soon as September, will be 
muted as the market has been prepared for the Fed’s move for too long a time 
to consider it a surprise. However, monetary tightening is clearly not support-
ive of spread tightening in the EM credit space as the credit cycle is likely turn-
ing to wider spreads towards the end-2015. The binomial nature of the EE credit 
story and its susceptibility to the resurgence of fighting in eastern Ukraine remain 
amongst the risks to be watched.
We suggest that further short-term gains will be rather limited given the usually 
lower trading volumes in the summer season while the shaky peacekeeping pro-
cess in Ukraine may keep the market busy with negative news flow. On a simi-
lar note, the news about the possible positioning of US troops in the Baltics and 
Poland may provide for more negative sentiment towards EE credits in the next 
quarter.
From where we stand now, we do not see reasons for a softening of the sanc-
tion rhetoric. In addition, the EU’s sanctions were extended, as expected, by six 
months on 22 June. The extension of sanctions, although widely expected, re-
mains negative for Russian credits, while liquidity remains of paramount impor-
tance as, in our opinion, the refinancing window will remain closed well into 
2016. However, in our covered corporate space we see several factors mitigat-
ing the imminent liquidity bottlenecks. To name just a few: increased cash bal-
ances, reduced capex spending plans, and active debt management. We would 
also highlight companies’ efforts aimed at balance sheet repair which have been 
observed at a number of issuers.
Looking at sectors, deleveraging remains the main focus in metals and mining. 
Both Evraz and Severstal are involved in debt reduction and cost optimisation 
strategies. The general negative trend in steel pricing is somewhat mitigated by 
higher operating cash flows from international sales due to a weaker rouble 
and a measured pick-up in RUB-denominated domestic prices in some segments. 
Looking at credit metrics, Severstal remains better off with robust cash buffers 
and very low leverage, while Evraz’s liquidity position is only adequate. We are 
maintaining our buy call on Severstal 5.9% due 2022.
Turning to Russian mobile operators, we think that the effects of rouble depreci-
ation that started in Q3 2014 will be carried forward also into 2015. To recap, 
VimpelCom and MTS have 70% and 30% of their outstanding debt and a large 
amount of their capex denominated in USD and the US dollar is also their report-
ing currency. By contrast, their revenues are largely rouble-denominated which 
makes their EBITDA particularly vulnerable to a weaker rouble. That said, we ex-
pect there to be negative pressure on EBITDA related to FX losses in 2015 as the 
average conversion rate applied to 2014 RUB revenues was positively impacted 
by the higher RUB exchange rate in the first 9-10 months of 2014, which will 

Take profi ts, the rally was good enough
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  Fed’s hike not a surprise but provides for no support 
  Peacekeeping process in Ukraine still fragile
  Refi nancing window remains closed
  Political headwinds in Poland on the rise
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likely not be the case in 2015. We maintain our sell call on VimpelCom 9.125% 
due 2018.
In the oil and gas segment, the companies’ performance continues to be im-
pacted by the low oil price environment. However, in the environment of weak 
RUB (against USD), the export nature of the revenues and mainly RUB-denomi-
nated costs provide for solid performance. We see the risks of liquidity problems 
in our covered universe as limited with companies making use of their domes-
tic banking relationships, reducing capex, and preserving cash on the balance 
sheets. Under the current market conditions, we prefer the state-owned Gazprom 
and on the private side the non-sanctioned Lukoil.
In the fertilizer sector, companies continued to benefi t from weak RUB with ex-
port revenues recording new record heights. Phosagro additionally benefited 
from improved supply and demand dynamics mainly on the back of reviving de-
mand from India. On the other hand, Uralkali is suffering from issuer-specific risks 
which include the incident in its Solikamsk-2 mine as well as USD 1.1 bn share 
buyback which reduced its liquidity cushion. As such we prefer the fundamentally 
solid Phosagro against Uralkali where several challenges are on the horizon.
Looking at performance of EE credits, the CEMBI Broad Europe Index (CEMBI Eu-
rope), mostly comprising Russian credits, reached this year’s z-spread minimum 
on 22 May at 474bp. Accordingly, the rally on Russian credits translated into 
259bp in spread tightening YTD. In the quarter to date, the performance of EE 
credits was dominated by the rally in EE credits. Ukraine returned 30.4% ahead 
of Kazakhstan (9.3%), Russia (6.9%), LatAm (5.5%), MidEast (0.4%), and Asia 
(0.2%).
Turning to CE, political headwinds are on the rise in Poland after the political 
case of Law and Justice Party (PiS) was bolstered in the May presidential elec-
tions. The party’s radical stance towards banks will likely bring about more vola-
tility and negative newsflow in the run-up to the general elections in October. Sim-
ilarly, rating reviews related to insolvency laws brought lower support assump-
tions and resulted in rating downgrades of PKO BP by S&P and BOS Bank by 
Fitch. We maintain our sell recommendation on BREPW 2.375% due 2019, as 
mBank remains largely exposed to the CHF mortgage story due to its 47% share 
of FX loans and 27% share of CHF credits in its loan-book in Q1 2015.
Overall EM primary market activity amounted to almost USD 100 bn for the 
quarter to date (qtd). This compares well to Q1 2015 although it is 50% lower 
yoy. Issuance was once again driven by Asia, which accounted for 57% of the 
total. The EE/CE/SEE market activity remained subdued with sovereign issues 
(Ukraine, Poland) driving the overall activity. Sovereign issues accounted for 72% 
of the total USD 2.2 bn issued. With the still uncertain situation in eastern Ukraine 
as fighting continues, we have seen no corporate deals from EE. In CE, financial 
institutions dominated activity with most deals priced in April. In June, we have 
seen small issue coming from Latvian state-owned electric utility provider Latvene-
gro (EUR 75 mn, 7y). In the pipeline we currently have a possible deal from Rus-
sian producer of merchant coke, IMH (Koks Group), which mandated banks to 
organise a series of meetings with fixed income investors in Europe. If success-
fully issued, this will be the first Eurobond issue by a Russian company since No-
vember 2014. With the summer months ahead, we expect primary market activ-
ity to remain subdued in the coming quarter.

Financial analysts: Martin Kutny, Lubica Sikova, CFA, RBI Vienna
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Selected EE Eurobonds

Issuer ISIN Maturity Yield 
in %

Alfa Bank XS0544362972 25/09/17 6.5

Evraz XS0618905219 27/04/18 9.0

Gazprom XS0708813810 23/01/21 7.3

Sberbank XS0799357354 28/06/19 7.2

Vimpel-
Com

XS0587031096 02/02/21 8.4

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Corporate Eurobonds
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Value matrix*

Domestic business activity 2 (3)

Exports OECD – excl. Eastern 
Europe 2 (2)

Eastern Europe 2 (2)

Asia 2 (2)

Company earnings 2 (2)

Key sectors 2 (3)

Valuation – P/E-ratio 3 (3)

Interest rates / yields 1 (1)

Exchange rates 1 (1)

Foreign equity markets 1 (1)

European liquidity 1 (1)

Technical outlook 2 (1)
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 BUWOG, CA Immobilien, conwert, Erste Group, Immofinanz, Raiffeisen Bank International, Uniqa, Vienna 

Insurance Group
21.7%

Industrials Andritz, Flughafen Wien, Oesterreichische Post, Wienerberger, Zumtobel 41.6%

Energy OMV, SBO 13.2%

Basic materials Lenzing, RHI, voestalpine 19.0%

Telecom Telekom Austria 2.1%

Utilities Verbund 2.4%
Source: RBI/Raiffeisen RESEARCH, Raiffeisen Centrobank, Vienna Stock Exchange

After putting in a rousing performance at times this year and even ranking as one 
of the strongest stock indices in Europe, the ATX was then hit by a steep decline 
from its annual high, due to rising risk aversion on the international equity mar-
kets. The intense, very rapid increase in yields on EUR government bonds also 
added to the uncertainty. Naturally, the escalation of the situation with Greece 
also played an important role.

On the whole, economic conditions in Austria can be described as being mixed. 
Although the leading indicators for Austria are pointing to a mild improvement, 
we only project that this will be enough to boost GDP growth to 0.7% this year. 
In 2016, growth should then advance to 1.8%, but both the 2015 and the 2016 
figures will come in lower than the average for the euro area as a whole. In East-
ern Europe, developments in the CE region and the EE region are moving in dif-
ferent directions. While economic activity in the CE region still looks strong, the 
weak performance of the Russian economy will continue to cause problems for 
the EE region.

On the corporate front, the data presented in the last reporting season were rel-
atively robust looking. Most of the companies in the ATX 
were able to present figures which were better than the 
consensus expectations. In terms of heavyweights, Erste 
Group or Andritz were able to beat market expectations, 
whereas the performance of OMV was disappointing. 
By contrast, there were only a few surprises in the guid-
ances. The targets were generally confirmed for the afore-
mentioned companies.

Naturally, Greece continues to be a major topic on the 
Austrian equity market. We believe that a temporary 
agreement between Greece and its creditors is still a real-
istic outcome. Accordingly, there should not be any loom-
ing risk of contagion, and thus we now view the threat of 
an escalation – which we had originally discussed, and 
the related possibility of short-term setbacks – as being 

Fundamental data take the upper hand
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Fair value of ATX1 – June 2015

Bond yields (10y)

EY-BY2 1.25% 1.50% 1.75%

7.50% 2,490 2,420 2,355
7.25% 2,563 2,490 2,420
7.00% 2,641 2,563 2,490
6.75% 2,723 2,641 2,563
6.50% 2,811 2,723 2,641
6.25% 2,905 2,811 2,723
6.00% 3,005 2,905 2,811
5.75% 3,112 3,005 2,905
5.50% 3,227 3,112 3,005
5.25% 3,351 3,227 3,112
5.00% 3,486 3,351 3,227
4.75% 3,631 3,486 3,351
4.50% 3,789 3,631 3,486
4.25% 3,961 3,789 3,631

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

Valuation and forecasts

24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16

12-months forward earnings 218.0 185.4 196.3 207.1 217.8

Bond yield forecast 0.38 1.10 1.15 1.15 1.60

Earnings yield less bond yield (EY-BY) 8.29 6.00 6.00 6.50 6.75

ATX-forecast based on EY-BY 2,612 2,746 2,707 2,609

ATX-forecast 2,513.8 2,620 2,700 2,690 2,620

Expected price change 4.2% 7.4% 7.0% 4.2%

Range 2,200-2,700 2,400-2,900 2,400-2,900 2,300-2,800

P/E based on 12-month forward earnings 11.5 14.1 13.8 13.0 12.0
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

limited. Fundamentally speaking, market participants are quite aware that, if nec-
essary, there are instruments available to prevent anything catastrophic from hap-
pening, in the form of the ESM and the ECB’s purchases of government bonds. 
Hence, as soon as there is at least a temporary agreement on the table, we ex-
pect to see positive effects for the Austrian stock market.

In the case that Greece does indeed exit the euro area (which still cannot be 
ruled out as a possible outcome), we believe that the equity markets would be 
able to handle the turbulence over the medium, but of course the situation would 
certainly be somewhat different, as the problems involved would be significantly 
more severe. In addition to an intense rise in risk aversion, one would also have 
to expect a weaker EUR versus USD in such a case. Fundamentally, such a de-
velopment would certainly be beneficial for some of the companies in the ATX at 
the operative level, as they generate a considerable portion of their revenues in 
USD. These include firms such as SBO and RHI. On the other hand, a stronger 
USD would not be palatable for the real estate company Immofinanz. Possible 
spread widening on EUR government bonds would also have an impact on Aus-
trian banks and insurers.

As for the development of earnings, we stand by our expectation that there will 
be a clear-cut rebound this year. Although our forecast for earnings growth may 
look very high at first glance (+78.5 % for the ATX companies), this mainly results 
from the low base from 2014.

Due to the setbacks in prices, valuations have dropped back to more moderate 
levels again. Based on aggregate earnings for 2015, the ATX shows a P/E ra-
tio of 14.4, which is lower compared to other Western European stock indices. 
In our view, the equity market continues to look attractive compared to the bond 
market. Even though the increase in yields on EUR government bonds frightened 
many people, at the current levels we do not see any reason to change our view 
of things.

Summary: In the weeks to come, a great deal will depend on how the situation 
with Greece develops. As described above, we expect that the crisis will be de-
fused. Accordingly, sooner or later we expect a shift in focus back to the solid 
fundamental data being produced by the companies in the ATX. Furthermore, the 
supply of liquidity will continue to be abundant, due to the ECB’s bond purchase 
programme. All in all, we thus expect to see higher index levels for the ATX by 
the end of September.

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

CEE stock markets also continued their heterogeneous performance in Q2 2015. 
Although the rouble-denominated MICEX once again made gains, this should be 
merely interpreted as a temporary suppression of the Ukraine/Russia conflict and 
the media interest has slipped into the background due to the omnipresent Greek 
crisis. The current escalation could be negatively felt on CEE stock markets for a 
time. Nonetheless, we do not expect any overly great strains on the international 
equity markets, and instead we would anticipate just a temporary phase of weak-
ness, thanks to the preparations which have been taken everywhere so far. Turn-
ing to monetary policy, we project that the first interest rate hike in the USA will 
come in September. As this topic has already been discussed extensively on the 
international financial markets, we presume that the negative effects for the eq-
uity markets should be limited. Due to the still high level of monetary supply (QE 
in Europe) and our expectations of solid economic performance, we remain bull-
ish on European equities, and this also includes the CEE region due to the eco-
nomic ties.

Looking forward, the development of the Russian MICEX will mainly depend on 
two key factors: the oil price and the political relationship with the West. In re-
spect of the oil price, we expect a tangible increase by year-end. First and fore-
most, energy sector names should profit from this development, with these com-
panies accounting for 51% of the index. This outlook is supported in particular 
by the decline in supply due to lower shale oil production in the USA. With the 
sanctions extended until 2016 there has been no easing in Russia’s relations with 
Europe and the USA so far. Even though there are more and more calls in Europe 
for the sanctions to be eased, we do not expect a solution to be found in 2015. 
We only expect to see progress in the negotiations in 2016, if there is any at all. 
Both risk factors – the oil price and politics – have a key impact on the exchange 
rate of the rouble. In this regard, we do not project any further appreciation, es-
pecially since the Russian central bank is quite satisfied with the current exchange 
rate and is putting USD 100 mn to USD 200 mn worth of roubles on the market 
everyday to boost its currency reserves from the current level of USD 360 bn to 
the targeted amount of USD 500 bn. Valuations on the stock market continue to 
look attractive, and thus we see room for an increase in valuations in the event 

CEE stock markets still supported by monetary supply

Value matrix stock markets

 PL HU CZ RU RO HR TR

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

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 in Ukraine continues to be an issue; no further major escalation anticipated
  Moderate valuations for most CEE indices
  No major problems expected for CEE equity markets due to US interest rate hikes
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of earnings revisions. All in all, we forecast volatile, but ultimately positive perfor-
mance for the MICEX until year-end. Buy.

With modest performance of 3.5% since the start of the year the Polish WIG 30 
lagged behind its local peers in Hungary and the Czech Republic. This is hardly 
due to the economic conditions, however, since Poland’s projected 2015 GDP 
growth rate of 3.9% looks extremely robust (based on rising local demand and 
investment activity). The negative impact still seems to be coming from the effects 
of the pension reform and additionally from the mounting political uncertainty. As 
the nationalist-conservative opposition party Law and Justice (PiS) won the presi-
dential election with its candidate Andrzej Duda in May, many surveys are now 
indicating that PiS may also emerge as the strongest party from the parliamen-
tary elections in autumn (most likely in October). The related changes in the polit-
ical landscape are causing some uncertainty among investors, who are worried 
about a “Hungary-light” scenario. This will probably have a negative impact on 
the performance of the Polish stock market in the run-up to the elections, due to 
the likely rise in populist rhetoric. Hold.

With a loss of around 5.0% in Q2 2015, the Czech PX index brought up the rear 
for the Eastern European indices. The main reason for this was the index heavy-
weight VIG, which saw its stock price fall by almost 23%. Along with the poor 
conditions for insurance companies, the firm’s removal from the MCSI Austria at 

Indices in performance comparison

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

ATX 21.7% 1.1% -61.2% 42.5% 16.4% -34.9% 26.9% 6.1% -15.2% 16.3%

BUX 19.5% 5.6% -53.3% 73.4% 0.5% -20.4% 7.1% 2.2% -10.4% 31.3%

WIG 202 23.7% 5.2% -48.2% 33.5% 14.9% -21.9% 20.4% -7.0% -3.5% 1.4%

PX 7.9% 14.2% -52.7% 30.2% 9.6% -25.6% 14.0% -4.8% -4.3% 3.8%

MICEX 67.5% 11.5% -67.2% 121.1% 23.2% -16.9% 5.2% 2.0% -7.1% 18.3%

BET 22.2% 22.1% -70.5% 61.7% 12.3% -17.7% 18.7% 26.1% 9.1% 2.4%

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% -1.8%

CECE Composite Index 14.7% 10.5% -53.7% 40.5% 15.7% -29.1% 25.7% -9.6% -6.0% 5.5%

DAX 22.0% 22.3% -40.4% 23.8% 16.1% -14.7% 29.1% 25.5% 2.7% 17.0%

Euro Stoxx 50 15.1% 6.8% -44.4% 21.1% -5.8% -17.1% 13.8% 17.9% 1.2% 14.8%

S&P 500 13.6% 3.5% -38.5% 23.5% 12.8% 0.0% 13.4% 29.6% 11.4% 2.4%

MSCI World 13.5% 2.8% -40.1% 22.8% 7.8% -7.6% 13.1% 26.3% 7.7% 6.1%
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 4.2% -40.7% 78.5% 24.7%  25.7  14.4  11.5 2.7%

WIG 30 2.9% -43.8% 85.2% 3.9%  25.8  13.9  13.4 3.9%

BUX 3.5% n.a. n.a. 21.2%  n.a.  13.1  10.8 3.7%

PX* 3.9% -0.1% 16.0% -4.4%  13.8  11.9  12.5 5.5%

MICEX 3.2% -45.0% 27.9% 21.5%  8.2  6.4  5.3 5.3%

BET** 5.6% -12.3% -5.1% 21.2%  11.5  12.1  10.0 5.3%

CROBEX10 1.5% -14.6% 12.4% 20.2%  14.8  12.3  10.9 2.5%

BIST Nat. 100 4.9% -0.7% 10.3% 15.1%  12.1  11.0  9.5 2.9%
* Czech Rep. (PX): excl. Central European Media Enterprises, 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
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Equity market/CEE

the end of May also triggered this steep price decline. However, viewed from a 
fundamental perspective, current conditions in Europe and in the Czech Repub-
lic itself (key rate: 0.05%; GDP growth 2015e: 3.2%) present quite a good set-
ting for domestic firms. At the end of April, the European Commission approved 
an initial operational programme of EUR 8 bn for the Czech Republic, and this 
should have a positive impact on the Czech economy and thus also on the firms 
operating there. On an index basis, we project aggregate earnings growth of 
16.0% for 2015, which should also contribute to a good performance for the 
Czech PX index. Buy.

The Hungarian stock market index BUX was much stronger than its local peers 
in Q2 2015 as well, and is now clearly the front-runner in CEE, with a gain of 
31% since the beginning of the year. Generally speaking, economic conditions 
look quite robust (anticipated 2015 GDP growth of 3.0%), although we do ex-
pect some mild weakening in the quarters to come. Furthermore, despite its last 
rate cut of 15bp the rate-cutting cycle of the Hungarian central bank doesn’t have 
to come to an end at 1.5%. Investor sentiment has been positively influenced by 
the political decision to eschew unorthodox measures going forward (e.g. an-
nounced reduction of the banking levy from 2016). The aggregate anticipated 
P/E ratio for the index for 2015 is currently 13.1, which is modest in our opin-
ion. Buy.

The performance of the Turkish BIST National 100 was overshadowed by the re-
cent rise in political risk. If no government is formed within 45 days after the elec-
tions, the President can call new elections. The uncertain domestic political situa-
tion has weighed heavily on the Turkish stock market and on the currency as well. 
The relative weakness of the lira will probably also continue, in part due to inter-
est rate hikes by the US Fed, and thus currency risk must be taken into account 
in any investment in Turkish stocks. In light of the rising oil price and weaker cur-
rency, it will probably also prove difficult to contain the country’s chronically high 
current account deficit. Fundamentally, we still see Turkey’s long-term growth per-
spectives as being intact. In particular, there is support from the modest valua-
tions, with a P/E ratio of 11.0. Nevertheless, we only see limited potential in the 
quarters ahead, especially since the temporary jitters from politics and the cur-
rency could keep uncertainty high. Hold.

Index estimates

 24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16 Recommendation

ATX 2,513 2,620 2,700 2,90 2,620 BUY

Performance  4.3% 7.4% 7.0% 4.3%

Range  2,200-2,700 2,400-2,900 2,400-2,900 2,300-2,800
WIG 30 2,574 2,620 2,730 2,720 2,690 HOLD

Performance  1.8% 6.1% 5.7% 4.5%

Range  2,200-2,700 2,360-2,880 2,460-3,000 2,430-2,780
BUX 21,845 22,800 23,700 23,500 23,000 BUY

Performance  4.4% 8.5% 7.6% 5.3%

Range  18,600-23,000 20,600-25,200 21,300-26000 20,800-25,500
PX 982 1,030 1,070 1,070 1,055 BUY

Performance  4.9% 9.0% 9.0% 7.4%

Range  850-1,050 980-1,170 980-1,170 970-1,150
In local currency
1 11:59 p.m. (CET)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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2.

3

Market capitalisation overview

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

Avg. daily turnover (EUR mn)

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

Index estimates

 24-Jun1 Sep-15 Dec-15 Mar-16 Jun-16 Recommendation

MICEX 1,652 1,720 1,750 1,800 1,820 BUY

Performance  4.1% 5.9% 9.0% 10.2%

Range  1,400-1,800 1,500-1,900 1600-1,950 1,700-2,000
BET 7,250 7,500 7,750 7,740 7,680 BUY

Performance  3.4% 6.9% 6.8% 5.9%

Range  6,400-7,700 7,130-8,460 7,120-8,450 7,060-8,390
CROBEX10 1,022 1,040 1,060 1,060 1,055 HOLD

Performance  1.8% 3.7% 3.7% 3.2%

Range  880-1,080 970-1,160 970-1,160 970-1,150
BIST Nat. 100 84,141 86,000 88,000 88,000 90,000 HOLD

Performance  2.2% 4.6% 4.6% 7.0%

Range  70,000-90,000 78,000-95,000 80,000-95,000 83,000-95,000
In local currency
1 11:59 p.m. (CET)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

While the performance of the Romanian leading index BET was on the weak side 
at the start of year, it was able to post a gain of around 2.5% in Q2. The liber-
alisation of some state sectors called for by the IMF and the European Commis-
sion now seems to be gaining momentum: 51% stakes in the state-owned compa-
nies CFR Marfa and Posta Romana (in the event that no bid is received from the 
Belgian Post Group) may be sold via IPOs. This is expected to have a benign im-
pact on the stock exchange in Bucharest. The Romanian central bank is also en-
suring that investment conditions remain favourable, as the 25bp reduction seen 
in early May led to an historic low interest rate of 1.75%. Accordingly, we still 
foresee positive performance by the BET index, also in light of our increased fore-
cast for economic growth (GDP 2015e: 4.0%; 2016f: 3.5%) and the projection 
for an aggregated 2015e P/E ratio of 12.1 for the BET. Buy.

Since the beginning of the year, Croatia’s leading index CROBEX10 has man-
aged a gain of almost 1.5% and thus ranges in the back of the field among its 
Eastern European peers. On 1 June, the tobacco and tourism company Adris 
Grupa sold its tobacco division (TDR) to British Tobacco, in one of the biggest 
acquisitions ever seen in Croatia (transaction value after deduction of liabilities: 
EUR 505 mn). Although we forecast GDP to expand in 2015 for the first time in 
the last six years, the projected growth rate of 0.5% does not look adequate to 
actually generate any sustained positive momentum in the Croatia’s economy. 
Considering the forecast for an aggregate 2015e P/E ratio of 12.3 on an index 
basis, we currently see little upside potential for prices in the CROBEX10. 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 Index, 24.06.2015 09:40 CET, 5y high: 3,000, 5y low: 1,652
Source: Bloomberg, RBI/Raiffeisen RESEARCH.

BIST National 100

XU100 Index, 24.06.2015 09:47 a.m. CET, 5y high: 93,178, 5y low: 49,621
Source: Bloomberg, RBI/Raiffeisen RESEARCH

BUX

BUX Index, 24.06.2015, 09:53 a.m. (CET), 5y high 24,451, 5y low 14,929
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Stock Markets: Chance on advances

Technical analysis

ATX

Last: 2,528                BULLISH

This recent bullish reversal at the upward-trendline (since 
16.10.2014) hints on a possible rebound towards 2,680. 
As long as bullish confirmation is lacking at 2,560 an-
other bearish signal at 2,400 (-> 2,240 – 2,180) cannot 
fully be ruled out. In case it made it past 2,680 the target 
again would be 3,030.

Position: 
Buy ->  2,680 – 3,030
Stop  2,400

BIST National 100

Last: 84,493     NEUTRAL

Since March 2014 the resistance 84,200 is of impor-
tance: once it holds firm, a correction reaching down to 
even 74,000 could be due, should instead it get crossed, 
another advance towards 92,000 is possible. As cur-
rently the index holds a little in below of this resistance 
line a major move is expectable, yet its direction has not 
been indicated as up to now.

Position: 
Buy 84,200 -> 92,000
Sell 82,000 -> 76,000 – 74,000

BUX

Last: 22,024       BULLISH

With regard to the recent bullish breakout (begin of April 
2015) at 19,500 and the subsequent steep increase the 
current congestion (since begin of Mai 2015) could still 
be the central part of a bullish Pennant. Thus another rally 
towards 25,000 – 27,500 could be due. The first bullish 
signal would be a move beyond 22,250.

Position: 
Buy ->  25,000 – 27,500
Stop  21,000
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Technical analysis

CROBEX

CRO Index, 24.06.2015, 10:00 p.m. CET, 5y high: 2,333, 5y low: 1,619
Source: Bloomberg, RBI/Raiffeisen RESEARCH

MICEX

INDEXCF Index, 24.06.2015 10:04 p.m. CET, 5y high: 1,859, 5y low: 1,237
Source: Bloomberg, RBI/Raiffeisen RESEARCH

WIG 30

WIG30 Index, 24.06.2015 10:00 a.m. CET, 5y high: 2,960, 5y low: 2,062
Source: Bloomberg, RBI/Raiffeisen RESEARCH

CROBEX 10

Last: 1,764                  BULLISH

Since begin of 2012 the index except for three break-
outs, two of them upwards and one downwards, is mov-
ing sideways in between 1,650 – 1,900. Regarding the 
pattern another upswing towards 1,900 should be ex-
pectable. A first bullish signal would be an advance to 
in beyond of 1,770, while a drop to in below of 1,660 
would indicate a decline to about 1,500.

Position: 
Buy 1,770 -> 1,900
Sell 1,670 -> 1,500

MICEX

Last: 1,658                 BULLISH

The advance starting from second quarter 2009 that 
brought the Micex from about 500 to about 1,800 has 
been succeeded by a congestion, a so-called “Rounding 
Bottom”, that is evolving to this day. A pattern like this 
should be followed by an advance like had been its pre-
decessor. Bullish confirmation would be a move beyond 
2,000.

Position: 
Buy ->  1,838 – 2,000
Stop  1,500

WIG 30

Last: 2,569              NEUTRAL

Since 19 April 2015 the WIG 30 has been climbing 
steadily. The current setback should thus be followed by 
a bullish reversal allowing for a subsequent rise towards 
about 2,800. A drop to in below of 2,510 would be con-
traindication and bearish confirmation indicating a de-
cline towards the supporting area 2,430 – 2,340.

Position: 
Buy 2,580 -> 2,770 – 2,800
Sell 2,510 -> 2,430 – 2,340

Financial analyst: Robert Schittler, RBI Vienna
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Financials: Macro tailwinds vs. political headwinds

EBS

OTP
PKO

BZW

GNB

PEO
MBK
MIL

ALR
BHW

BRD

TLV

KOMB

RBI

0

0.5

1

1.5

2

2.5

0% 5% 10% 15%

P/
B 

20
15

e

RoE 2015e

Source: Bloomberg, Raiffeisen Centrobank 

P/B - RoE 2015e regression 

-40%
-30%
-20%
-10%

0%
10%
20%
30%
40%
50%

G
N

B
M

ill
en

ni
um

M
BK

BZ
 W

BK
PK

O
H

an
dl

ow
y

PE
KA

O
Ko

m
er

cn
i

RB
I

A
lio

r
BR

D
TL

V
Er

ste
O

TP

Source: Bloomberg, Raiffeisen Centrobank 

YTD performance While regulatory issues around CHF mortgages triggered a sharp correction of 
the WIGBank Index in the first months of 2015 that was drawing to an end with 
the advent of an acceptable solution for all parties in May, politics has recently 
become the main topic in Poland. Instead of benefitting from the sound top-down 
story on healthy macro momentum and the end of the rate-cutting cycle, we are 
back to re-opening the CHF topic and thinking about the impact of the potential 
bank tax. Following the underperformance vs. main benchmarks, Polish banks 
trade at 1.5x P/B 2015e vs. 1.8x P/B 2015e a year ago. We continue to ad-
just the banks’ fair values for an assumed base case from the banks’ CHF pro-
posal shaving off around 4% of the sector MCap. On top, we factor-in a ca. 
20bp bank tax from 2017e, with an aggregate 7% impact on banks’ MCap. 
In our view, BZ WBK, Bank Millennium (discount, high risk absorbing capacity) 
and Handlowy (dividend yield) offer the best risk/reward profiles. In the short 
term we would be cautious on PKO as apart from sector-wide risk it is directly ex-
posed to political risks. 

Backed by the high capitalisation of Komercni Banka we believe the bank should 
be in a position to benefit from more dynamic lending growth in the Czech Re-
public and still keep dividend payments at last year’s level, yielding ca. 6% at 
the current share price. We therefore recommend overweighting the stock versus 
peers until there is more certainty about a potential Grexit scenario. With regard 
to OTP we would expect a further rerating on a better outlook for Hungary and 
Bulgaria but only if Ukraine and Russian operations enter calmer waters. For Er-
ste Group we remain neutral given the higher capital buffers likely required by 
the Austrian regulator and the already demanding consensus forecasts for 2016e 
and 2017e.

Given the expected higher volatility driven by the external factors (e.g. Greece) 
as well as local election campaigns, in our view the upcoming reporting season 
at Polish banks should not be a major event. Nevertheless, sector-wide we would 
still not expect any major recovery of earnings quality yet mainly due to weak 
top line performance as the combination of full loan re-pricing effect on the last 
key/Lombard rate cut in March, no revival on F&CI front and in addition by less 
favourable environment compared to Q1 for realizing bond gains via P&L. Also, 
the absence of the aggregated one-offs like in Q1 would have a negative effect 
on the reported net profit development qoq. On the other hand, we assume good 
momentum on the cost of risk front and flattish operating costs development.

Financial analysts: 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.

Financials

  Good macro picture and likely end of easing cycle in CE, SEE to provide tailwind
  A Grexit scenario still appears as main risk for bank stocks
  Upcoming election campaign in Poland might trigger bank-unfriendly comments and high volatility of local banks’ shares
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Oil & Gas: US oils are not giving up yet 
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Northwest European refi ning margins*

We reckon that the >20% recovery of the price of Brent from the lows recorded 
in January could have been driven by (i) speculative trading with oil traders tak-
ing advantage of the existing spread between the futures price and the spot price 
of oil (also known as “contango”), (ii) the end of the refinery maintenance sea-
son in the USA and Europe, (iii) upward revisions of global demand, (iv) slow-
ing growth of crude production in the USA and (v) geopolitical instability in the 
Middle East (i.e. military actions in Yemen). We remain sceptical that the price of 
Brent has been anchored at above USD 60/bbl and that it can indeed go only 
north from here. Speculations about possible production cuts by OPEC look pre-
mature to us (the June meeting brought no policy change) considering that (i) oil 
is trading at less “harmful” levels, (ii) US production keeps growing and (iii) be-
cause global demand is forecast to strengthen this year. Moreover, a potential 
increase of Iranian output (provided that Iran reaches an agreement for a grad-
ual lifting of Western sanctions) could send the price of Brent below the USD 60 
level. 

The low oil price environment has been extremely supportive for the downstream 
sector. The start of the driving season and the expected strengthening of motor 
fuel consumption should provide additional support to refining margins in Q2-3. 
In light of our view on the oil price and refining/petchem margins, we reckon 
that upstream companies could underperform the downstream players in the very 
short term. We are neutral on OMV and bullish on MOL, which is expected to 
clearly benefit in the current environment due to its significantly higher exposure 
to downstream. The oilfield service and equipment company, SBO, is expected to 
face a weaker environment. Lower E&P spending on the development of new oil-
fields by oil companies and possible postponement of non-critical maintenance of 
oilfields should keep the group’s operating margins at modest levels. The winners 
should be the downstream players (i.e. PKN, Lotos), which benefit from cheaper 
feedstock. PKN is in a better position than Lotos due to an insignificant exposure 
to upstream as well as strong petchem and retail operations. 

Financial analyst: Oleg Galbur

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.

Oil & Gas

  Oil price is still missing strong fundamental support
  Downstream players to further benefi t from weak oil price
  We favour MOL and PKN and remain bearish on SBO 
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Equities

The share of Vienna Insurance Group has declined considerably in the past months. 
In mid-April, the share was still trading above EUR 42, but recently it hit a low of 
roughly EUR 31. This severe drop is attributable to a multitude of reasons: firstly, 
the company provided a negative surprise in April by stating that this year’s earn-
ings can be expected to be around last year’s level. In response, consensus earn-
ings estimates were scaled back by more than 10%. Shares of insurance compa-
nies have been generally weak in recent weeks because the low interest rate envi-
ronment will most likely have a clearly negative impact on the investment income of 
this industry, and the intensification of the Greek crisis has dealt a blow particularly 
to the financial sector. Moreover, the results reported for Q1 15 can be considered 
a mixed bag. Additional selling pressure came from the elimination of the Vienna 
Insurance Group share from the MSCI Austria Index and from the Stoxx 600. Also 
the ex-dividend markdown (DPS 14: EUR 1.40) took place in June. 

Nevertheless, we believe that the reward/risk profile is a lot better at the cur-
rent price level, and we therefore upgraded the share to BUY. Historically, the 
share was trading at a premium com-
pared to its peer companies most of 
the time, but the current valuation (P/E 
ratio some 10x) is roughly in line with 
the average of other European insur-
ance companies’ shares. When the re-
sult is adjusted for one-off charges ex-
pected for this year, the valuation even 
exhibits a slight discount, according to 
our calculations. Also the Price/Book 
Value multiple of 0.8x appears attrac-
tive. Furthermore, we anticipate bet-
ter premium dynamics above all in the 
non-life business fuelled by the strong 
economic performance of such core 
CEE countries as the Czech Repub-
lic, Slovakia, Hungary and Poland. 
Also the Romanian insurance market 
– which registered high losses in the 
past years due to fierce competition – 
has shown signs of stabilisation of late 
thanks to regulatory interventions. The 
dividend of EUR 1.45 anticipated for 
this year translates into a current divi-
dend yield of about 4.5%.

             Financial analyst: Bernd Maurer

Key ratios

2014 2015e 2016f 2017f

Cost ratio net group

Benefit ratio net group -82.8% -80.9% -81.6% -81.5%

Combined Ratio -96.7% -96.6% -96.2% -95.9%

DPS 1.40 1.45 1.50 1.55

Dividend yield 3.8% 4.5% 4.7% 4.8%

EPS adj. 3.84 3.21 3.21 3.33

PER adj. 9.7 10.0 10.0 9.6

Book value per share 38.0 39.5 40.6 41.0

Price book value 1.0 0.8 0.8 0.8

ROE 10.4% 8.3% 8.0% 8.2%
Source: Vienna Insurance Group, Raiffeisen estimates

Vienna Insurance Group: The reward/risk profi le has improved

Income statement & balance sheet (IFRS)

in EUR mn 2014 2015e 2016f 2017f

Income Statement

Gross written premiums 9,146 9,205 9,405 9,637

Net earned premiums 8,354 8,439 8,612 8,810

Net investment income 1,052 977 927 936

Insurence benefits net -6,920 -6,826 -7,027 -7,182

Profit before tax 518 531 554 575

Net profit a.m. 352 391 411 426

Balance sheet

Total assets 44,425 45,898 47,431 48,992

Shareholders' equity 5,283 5,437 5,598 5,668

Intangible assets 2,370 2,391 2,413 2,434

Investments 30,360 31,332 32,338 33,378
Source: Vienna Insurance Group, 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 32.06
  Target price: EUR 39.00
  Market capitalisation: EUR 4,104 mn
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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

As a vertically integrated producer of cartonboard (the world’s largest producer 
of recycled-fibre-based cartonboard) and folding cartons (European leader) 
Mayr-Melnhof offers a compelling combination of defensiveness and cyclical lev-
erage. We appreciate the company’s reliable return profi le and the defensive 
growth track record, with the latter being driven both organically and via very 
disciplined M&A. 
After having published strong 2014 results Mayr-Melnhof also delivered better than 
assumed Q1 results. Both divisions generated solid volume growth of 2-3%. EBIT 
rose 10% to EUR 51 mn, implying a strong margin of 9.5%. The main driver was 
MM Packaging that – thanks to full utilisation and a very profitable product mix – 
reported a stunning margin of 10.7%. The results fostered our view that against the 
backdrop of higher volumes and major cost items being under control there is scope 
for a further profit increase in the current year (before non-recurring items).
In its constant efforts to improve efficiency Mayr-Melnhof announced the shut-
down of its folding carton site in Gunskirchen/Austria until year-end. Production 
will be transferred to the plant in Vienna. We think that due to the lack of scale 

effects the plant was operationally just 
hovering around the break-even level. 
While closure costs most likely will be 
digested in Q2, gains from property 
disposal rather should be booked to-
wards year-end or in early 2016.
Mayr-Melnhof announced an offer 
to acquire Ileos SA’s subsidiaries Al-
liora and Packetis. The targets operate 
seven folding carton plants in France 
and generated sales of roughly EUR 
115 mn in 2014. The operating mar-
gin is in line with that of MM Pack-
aging, i.e. roughly 9-9.5%. Thus, the 
acquisition adds about 5% to MMK’s 
top line and some 6% to group EBIT. 
The purchase price amounts to some 
EUR 80 mn. The closing of the deal is 
envisaged for Q4 and the company 
will have to digest integration costs to 
the tune of several million euro. We 
are of the opinion that the transaction 
multiples are attractive with implied 
EV/Sales of 0.7x and EV/EBIT of less 
than 8x, which compares very favour-
ably with the peer group and MMK’s 
valuation.

Financial analyst: Markus Remis

Key ratios

2014 2015e 2016f 2017f

EPS 6.54 6.57 6.93 7.10

PER 13.2 15.7 14.9 14.6

Operating CF per share 8.66 10.70 11.07 12.04

Price cash flow 9.9 9.7 9.3 8.6

Book value per share 56.82 60.79 65.02 69.32

Price book value 1.5 1.7 1.6 1.5

Dividend yield 3.0% 2.6% 2.7% 2.8%

ROE 11.7% 11.2% 11.0% 10.6%

ROCE 10.2% 9.8% 10.1% 10.2%

EV/EBITDA 6.1 6.9 6.5 6.1
Source: Mayr-Melnhof, Raiffeisen estimates

Mayr-Melnhof: Good Q1, M&A deal and plant closure 

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: 5y high: EUR 106,2; 5y low: EUR 61,35
ATX: 5y high: 3,000.7, 5y low: 1,652.8
Source: Bloomberg

Mayr-Melnhof

  Current share price: EUR 103.4
  Target price: EUR 108.0
  Market capitalisation: EUR 2,067 mn
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MOL has disappointed the market with its upstream segment development over 
the last years, failing to ramp up its production in Russia and Kurdistan, but also 
facing sharp declines domestically and in Croatia. The market has reacted ac-
cordingly, sending MOL’s share price to levels not seen since 2009. At the same 
time, back in 2012, the management was brave enough to embark on an am-
bitious program and achieved remarkable results in the downstream program. 
Moreover, a new three-year program was launched in 2015, aiming at strength-
ening the downstream EBITDA by USD 500 mn. MOL’s upbeat Q1 clean operat-
ing results proved that its increased focus on the downstream segment could be a 
good hedge against challenges faced by the upstream segment. MOL was able 
to significantly improve its downstream earnings by taking advantage of very 
strong refining and petchem margins. 

The management has reiterated its 2015 clean EBITDA target of USD 2.0 bn, 
despite getting somewhat more cautious with respect to total hydrocarbon pro-
duction in 2015, which is seen at 
105 kboep vs. a range of 105-110 
kboepd guided earlier. On the other 
hand, the management seems con-
fident that its downstream segment 
should remain a strong contributor to 
the overall results, in spite of planned 
maintenance shutdowns in Q2.

The weakness of the oil price is seen 
as the key factor behind the impres-
sive improvement of refi ners’ profi ta-
bility. With both refining and petchem 
margins expected to remain at healthy 
levels, we believe that MOL is on the 
right track towards meeting its target 
of achieving a USD 500 mn increase 
in downstream EBITDA through the im-
plementation of its Next Downstream 
Program. The upstream segment’s re-
sults have also shown some tangible 
improvements. We are finally witness-
ing the initial benefits of the oilfield re-
developments in Hungary and Croa-
tia. Future acquisitions of upstream 
assets could also strengthen the pros-
pects of MOL’s upstream segment. 

Financial analyst: Oleg Galbur

Key ratios

2014 2015e 2016f 2017f

EPS 61 1,603 2,189 3,435

PER 190.8 9.0 6.6 4.2

Operating CF per share 5,367 4,102 5,526 7,624

Price cash flow 2.2 3.5 2.6 1.9

Book value per share 17,137 13,872 15,100 17,239

Price book value 0.7 1.0 1.0 0.8

Dividend yield 4.2% 3.4% 3.8% 4.5%

ROE 0.3% 8.1% 11.8% 16.6%

ROCE -0.1% 5.2% 6.6% 9.1%

EV/EBITDA 4.9 5.3 4.8 3.7
Source: MOL, Raiffeisen Centrobank estimates
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BUX: 5y high: 24,451, 5y low: 14,930
Source: Bloomberg

MOL

MOL: Taking full advantage of strong refi ning environment

Income statement & balance sheet (IFRS)

in HUF mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 4,869,394 4,474,468 4,803,623 5,781,886

EBITDA 409,046 551,420 622,871 769,932

EBIT 40,862 214,515 297,382 427,012

EBT -43,932 167,224 228,819 359,881

Net profit b.m. -49,741 127,090 173,903 273,510

Net profit a.m. 4,835 128,090 174,903 274,410

Balance sheet

Total assets 4,655,458 4,698,125 4,855,618 5,231,079

Shareholders' equity 1,748,760 1,415,553 1,540,913 1,759,197

Goodwill 0 0 0 0

NIBD 536,511 1,121,463 1,202,588 1,093,160
Source: MOL, 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: HUF 14,450
  Target price: HUF 17,500
  Market capitalisation: EUR 4,754 mn
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Equities

In our opinion, Gedeon Richter is a top-pick in the health-care segment currently 
for 3 reasons: firstly, the group’s EBIT margin is likely to continue to recover qoq 
also in Q2 15, fuelled above all by the strengthening of the RUB vs. the EUR to 
some 58 in Q2 15 vs. 71 in Q1 15. For comparison, the EUR has remained rel-
atively stable vs. the HUF in a range of 305-310. Apart from that, Gedeon Rich-
ter has hiked the prices of roughly half of its products in Russia by roughly 25% 
(Russian sales account for some 27% of overall group sales). We therefore an-
ticipate a further improvement of the group EBIT margin in Q2 15 from about 
16% in Q1 2015. In the same vein, we believe that the management might raise 
its EBIT margin guidance for the year 2015 as a whole of 11%, which appears 
too conservative, in our view. Secondly, the recent share price correction trig-
gered by the announced delay of the market launch in the USA of Cariprazine 
– which was self-developed by the group for the treatment of schizophrenia as 
well as severe and mild forms of depression – suggests upside potential for the 
share, because the U.S. Food and Drug Administration (FDA) has not raised any 

content-related complaints against the 
test results until now and the delay is 
solely due to administrative issues. 
Thirdly, we also expect positive news-
flow from the group’s two biosimilar 
developments (Teriparatide and PEG-
GCSF) in H2 15, since Gedeon Rich-
ter plans to file for market approval 
by the end of 2015. Market approval 
is expected to be granted in 2016. If 
all of the group’s own developments 
(Cariprazine and the 2 biosimilars) re-
ceive regulatory approval, this would 
translate into additional upside po-
tential for the Gedeon Richter share. 
To date, we remain very cautious in 
our model assumptions regarding the 
sales potential from Cariprazine for 
the US and the European market and 
anticipate some EUR 200 mn, com-
pared to an overall market volume for 
psychotherapeutic drugs for the treat-
ment of schizophrenia in the USA and 
Europe of roughly USD 6 bn. Addi-
tionally, we have not pencilled in any 
contribution from the biosimilar prod-
ucts so far. 

Financial analyst: Daniel Damaska

Gedeon Richter: Upside from new products and RUB rebound

Gedeon Richter: 5y high: HUF 4,885; 5y low: HUF 2,920
BUX: 5y high: 24,451, 5y low: 14,930
Source: Bloomberg
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  Current share price: HUF 4,230
  Target price: HUF 5,100
  Market capitalisation: EUR 2,522 mn

Key ratios

2014 2015e 2016f 2017f

EPS 132.7 259.7 248.7 273.2

PER 26.6 16.3 17.0 15.5

Operating CF per share 327.0 400.8 405.7 434.3

Price cash flow 10.8 10.6 10.4 9.7

Book value per share 3,017 3,237 3,421 3,633

Price book value 1.2 1.3 1.2 1.2

Dividend yield 0.9% 1.5% 1.5% 1.6%

ROE 4.4% 8.3% 7.5% 7.7%

ROCE 9.0% 7.6% 6.9% 7.3%

EV/EBITDA 8.5 8.3 7.8 7.0
Source: Gedeon Richter, Raiffeisen Centrobank estimates

Income statement & balance sheet (IFRS)

in HUF mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 353,709 360,564 370,266 387,053

EBITDA 68,640 82,737 81,954 86,297

EBIT 39,174 52,084 50,224 54,398

EBT 24,636 55,066 52,740 57,925

Net profit b.m. 24,705 48,073 46,042 50,569

Net profit a.m. 24,636 48,025 45,994 50,521

Balance sheet

Total assets 718,277 766,102 779,504 819,788

Shareholders' equity 558,054 598,685 632,773 671,890

Goodwill 61,153 61,153 61,153 61,153

NIBD -65,542 -94,913 -140,706 -176,725
Source: Gedeon Richter, Raiffeisen Centrobank estimates
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The year 2015 is the first full year in which Ciech is controlled by a private inves-
tor ready to implement further cost cuts and expand the neglected business lines in-
cluding the organic chemicals business. We stick to our bullish view on Ciech follow-
ing superb Q1 15 results that reflected price increases in soda ash and savings in 
raw materials. Ciech significantly improved its results in Romania after new capac-
ities were launched last year. Starting from mid-Q2 15, new capacities in Poland 
should also improve margins. Clean EBITDA for the past 12 months grew considera-
bly to PLN 577 mn (excluding the other operating result) and we assume that it may 
reach PLN 627 mn this year. Clean EBITDA improved by PLN 56 mn yoy in Q1 15. 
The pricing of soda ash contracts for 2016e may stay under pressure considering 
lower raw material prices globally, but the supply-demand balance is not likely to 
be negatively affected by any meaningful capacities in the markets where Ciech 
operates. We therefore do not expect that Ciech’s margin on soda ash production 
will drop in 2016-2017e. We assume fl at soda ash prices in Europe in 2016e 
and believe that Ciech may increase volumes thanks to the Polish expansion pro-
ject. Owing to the weak euro and the 
absence of new capacities in Europe 
we do not expect that foreign soda 
will significantly harm European pro-
ducers next year (the risk stems from 
cheaper coal that supports Asian pro-
ducers and the lower natural gas price 
in the US that improves the competi-
tiveness of local players). 
We assume an increase of soda 
ash output next year on comple-
tion of the flagship investment in Po-
land. We also believe that restructur-
ing measures undertaken in the or-
ganic segment will gradually improve 
the group’s margin, while a new pol-
yester resins installation should sup-
port the top line. Also the new con-
tract with Solvay in the silicates and 
glass segment and global expansion 
in plant protection chemicals should 
start to contribute positively to 2016e 
results. Peer group comparison indi-
cates a double-digit discount both on 
adj. P/E (slightly exceeding 11x in 
2016e) and EV/EBITDA (about 6.5x 
based on our 2016e forecast). 

Financial analyst: Dominik Niszcz

Key ratios

2014 2015e 2016f 2017f

EPS 3.17 2.78 5.23 5.63

PER 13.4 21.0 11.2 10.4

Operating CF per share 8.40 5.70 10.03 10.64

Price cash flow 5.1 10.2 5.8 5.5

Book value per share 18.88 20.66 25.05 29.37

Price book value 2.3 2.8 2.3 2.0

Dividend yield 2.3% 1.4% 2.2% 2.4%

ROE 17.5% 14.1% 22.9% 20.7%

ROCE 13.7% 10.2% 12.9% 12.8%

EV/EBITDA 6.4 7.3 6.5 6.1
Source: Chiech, Raiffeisen estimates
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Ciech: 5y high: PLN 59,40; 5y low: PLN 10,83
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Source: Bloomberg

Ciech

Ciech: High profi ts in Q1 15 indicate a good year in the core segment

Income statement & balance sheet (IFRS)

in PLN mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 3,244 3,252 3,451 3,571

EBITDA 525 608 687 714

EBIT 320 373 428 445

EBT 153 183 344 366

Net profit b.m. 166 147 275 297

Net profit a.m. 167 147 275 297

Balance sheet

Total assets 3,206 3,511 3,724 3,873

Shareholders' equity 995 1,089 1,320 1,548

Goodwill 62 62 62 62

NIBD 1,175 1,462 1,432 1,259
Source: Chiech, Raiffeisen estimates

Equities  

  Current share price: PLN 58.39
  Target price: PLN 65.00
  Market capitalisation: EUR 739 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 of a financial instrument, a financial index or a securities service 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. 

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 or from Raiffeisen Centrobank. 

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
Evraz Group Start of coverage 06/05/2009

Date of recommendation Recommendation
EVRAZ 7.4% due 2017 28/08/2014 Buy
EVRAZ 9.5% due 2018 11/07/2014 Buy
EVRAZ 9.5% due 2018 13/10/2014 Sell
EVRAZ 9.5% due 2018 06/05/2015 Sell

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

GAZPRU 3.85% due 2020 11/07/2014 Sell
GAZPRU 5.999% due 2021 15/09/2014 Buy
GAZPRU 5.999% due 2021 07/05/2015 Buy

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

LUKOIL 6.125% due 2020 11/07/2014 Buy
LUKOIL 6.356% due 2017 02/09/2014 Sell
LUKOIL 6.356% due 2017 05/03/2015 Sell
LUKOIL 7.25% due 2019 07/05/2015 Buy

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
Phosagro Start of coverage 11/07/2014

Date of recommendation Recommendation
PHORRU 4.204% due 2018 11/07/2014 Sell
PHORRU 4.204% due 2018 23/01/2015 Buy

Severstal Start of coverage 14/05/2008
Date of recommendation Recommendation

CHMFRU 4.45% due 2018 11/07/2014 Sell
CHMFRU 4.45% due 2018 13/10/2014 Sell
CHMFRU 5.9% due 2022 10/11/2014 Buy

Uralkali Start of coverage 17/10/2014
Date of recommendation Recommendation

URKARM 3.723% due 2018 13/10/2014 Sell
URKARM 3.723% due 2018 23/01/2015 Sell

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

VIP 9.125% due 2018 11/07/2014 Buy
VIP 9.125% due 2018 08/08/2014 Sell
VIP 9.125% due 2018 30/01/2015 Sell

mBank Start of coverage 18/10/2012
Date of recommendation Recommendation

BREP 2.375% due 2019 12/02/2015 Sell
BREP 2.375% due 2019 23/02/2015 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

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

28/04/2015 I I I I I I I I I I I Hold Hold Hold Hold Hold Buy Hold Hold I I I I Hold

15/05/2015 I Buy Buy I I I I I I I I I I I I I I I I I I I I I

02/06/2015 I Hold Hold I Hold I I Hold I I I I I I I I I I I Hold I Buy Buy Buy

24/06/2015 I I Buy I I I Sell I I I Sell I I I Sell I I Buy Buy I Sell Sell Sell Sell
* recommendations based on absolute expected performance in LCY
** TRY and RUB vs USD; other FX vs EUR
Source: RBI/Raiffeisen RESEARCH

Bonds

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

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 -- I I I I Hold I Buy Hold I Buy Buy Buy

17/04/2015 I -- I I I I I I I I I I Hold Hold

28/04/2015 I -- I I I I I I I I I I I I

02/06/2015 Sell -- I I I I I I I Buy Hold Hold I I

24/06/2015 Hold -- I I I I I I I Hold I I I I
* recommendations based on absolute expected performance, i.e. expected spread change; Source: RBI/Raiffeisen RESEARCH
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Gedeon Richter
5y high: HUF 4885 (07/10/2010), 
5y low: HUF 2920 (26/09/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
13/04/2015 Buy 5,100.00 4,160.00 22.6%
25/09/2014 Reduce 3,870.00 4,026.00 -3.9%
06/03/2014 Hold 4,200.00 3,710.00 13.2%
20/12/2013 Buy 5,200.00 4,437.00 17.2%
01/10/2013 Buy 4,590.00 3,825.00 20.0%
16/07/2013 Hold 3,890.00 3,714.00 4.7%
Source: Raiffeisen Centrobank

Lotos
5y high: PLN 44.36 (21/04/2011), 
5y low: PLN 19.15 (11/01/2012)
Start of Coverage: 10/01/2011
Recommendation history
Date Rating Target Price Prev. day's close Upside
06/05/2015 Reduce 30.00 30.90 -2.9%
31/03/2015 Hold 28.00 27.10 3.3%
18/02/2015 Hold 25.40 24.75 2.6%
17/11/2014 Buy 31.50 27.60 14.1%
09/09/2014 Hold 31.00 29.40 5.4%
06/05/2014 Hold 41.50 37.35 11.1%
04/12/2013 Hold 40.50 39.00 3.8%
03/09/2013 Sell 34.00 37.88 -10.2%
Source: Raiffeisen Centrobank

Disclosure

Equities
Financial instruments/
Company

Date of the fi rst 
publication

MICEX 21/12/2009

WIG 30 08/12/2014

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 30 PX BUX BET CROBEX 10 BIST 100 ATX

20/06/2013 Sell Sell Sell Sell Sell Buy Hold
13/08/2013 I I I I I I Sell
17/09/2013 Buy Buy Buy Buy Buy Buy Buy
19/12/2013 Hold I I I Sell Hold I
19/03/2014 I I Hold I I Buy I
20/06/2014 I Hold I I I Hold I
15/09/2014 I Buy Buy Buy Hold Buy Buy
14/11/2014 I Hold Hold Hold I I I
08/12/2014 I Buy Buy Buy Buy I I I
24/03/2015 Buy I I I I I I I
24/06/2015 I Hold I I I I Hold I

Equities

OMV
5y high: EUR 39.69 (21/05/2013), 5y low: EUR 20.07 (15/12/2014)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
29/05/2015 Hold 27.00 25.77 4.8%
12/03/2015 Buy 28.75 24.68 16.5%
21/01/2015 Buy 27.00 22.19 21.7%
14/11/2014 Buy 31.50 24.04 31.0%
06/10/2014 Buy 34.50 25.36 36.0%
27/08/2014 Buy 35.50 29.28 21.3%
16/05/2014 Buy 37.00 31.09 19.0%
12/02/2014 Buy 39.50 33.06 19.5%
26/11/2013 Hold 40.00 36.10 10.8%
13/11/2013 Buy 42.80 36.00 18.9%
22/08/2013 Buy 42.40 33.45 26.8%
Source: Raiffeisen Centrobank

MOL
5y high: HUF 25550 (07/04/2011), 
5y low: HUF 10710 (19/01/2015)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
19/05/2015 Buy 17,500 14,650 19.5%
10/03/2015 Hold 12,500 12,000 4.2%
11/02/2015 Hold 12,000 11,895 0.9%
06/08/2014 Buy 13,800 11,785 17.1%
01/07/2014 Buy 14,500 12,100 19.8%
10/06/2014 Hold 13,600 12,955 5.0%
07/03/2014 Hold 14,000 13,420 4.3%
17/12/2013 Buy 17,800 14,495 22.8%
17/12/2013 Buy 17,800 14,495 22.8%
10/12/2013 Buy 16,800 13,700 22.6%
27/08/2013 Hold 17,400 16,120 7.9%
Source: Raiffeisen Centrobank

Bonds

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

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 – I -- -- -- -- I I I I -- Hold

17/04/2015 – I -- -- -- -- I I I I -- I

28/04/2015 – I Hold -- Buy -- Buy Buy Hold Hold -- Buy

02/06/2015 – Sell -- -- I -- I I I I - I

24/06/2015 – I I -- I -- I Hold I I - I
* recommendations based on absolute expected performance, i.e. expected spread change; Source: RBI/Raiffeisen RESEARCH
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Disclosure

Equities

PKN
5y high: PLN 73.5 (20/05/2015), 
5y low: PLN 32.02 (05/06/2012)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
07/05/2015 Reduce 61.00 66.00 -7.6%
04/02/2015 Hold 56.50 54.50 3.7%
05/11/2014 Hold 44.00 41.99 4.8%
29/07/2014 Hold 40.00 38.58 3.7%
08/05/2014 Reduce 42.50 43.50 -2.3%
04/02/2014 Hold 41.50 38.80 7.0%
28/10/2013 Reduce 42.50 44.87 -5.3%
29/07/2013 Hold 45.40 43.00 5.6%
Source: Raiffeisen Centrobank

SBO
5y high: EUR 95.98 (04/07/2014), 
5y low: EUR 36.885 (20/07/2010)
Start of Coverage: 01/02/2002
Start of Coverage: 02/07/2012
Date Rating Target Price Prev. day's close Upside
03/06/2015 Reduce 56.00 61.89 -9.5%
25/03/2015 Reduce 55.00 58.88 -6.6%
16/01/2015 Hold 57.00 55.73 2.3%
17/09/2014 Buy 89.00 74.24 19.9%
25/08/2014 Hold 89.00 80.00 11.3%
28/05/2014 Hold 95.00 90.51 5.0%
14/03/2014 Hold 88.00 80.50 9.3%
17/01/2014 Hold 85.50 81.60 4.8%
Source: Raiffeisen Centrobank

Vienna Insurance Group
5y high: EUR 43.65 (18/02/2011), 
5y low: EUR 24.625 (24/11/2011)
Start of Coverage: 06/12/2007
Recommendation history
Date Rating Target Price Prev. day's close Upside
27/05/2015 Buy 39.00 34.99 11.5%
23/04/2015 Hold 40.00 38.65 3.5%
02/02/2015 Hold 40.00 37.62 6.3%
21/11/2014 Hold 40.00 38.69 3.4%
13/08/2014 Hold 39.00 35.99 8.4%
28/05/2014 Hold 41.00 38.91 5.4%
28/03/2014 Buy 40.00 34.73 15.2%
18/12/2013 Hold 37.00 34.96 5.8%
26/08/2013 Hold 43.00 40.56 6.0%

Source: Raiffeisen Centrobank

Mayr-Melnhof
5y high: EUR 106.2 (29/04/2015), 
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%

Source: Raiffeisen Centrobank

Ciech
5y high: PLN 59.4 (05/05/2015), 
5y low: PLN 10.83 (14/09/2011)
Start of Coverage: 13/11/2007
Recommendation history
Date Rating Target Price Prev. day's close Upside
28/05/2015 Buy 65.00 55.98 16.1%
18/03/2015 Buy 62.50 53.95 15.8%
05/11/2014 Buy 49.00 40.99 19.5%
08/09/2014 Hold 42.00 38.10 10.2%
01/07/2014 Hold 37.60 34.50 9.0%
05/12/2013 Buy 36.00 29.90 20.4%
23/10/2013 Hold 33.00 30.05 9.8%
Source: Raiffeisen Centrobank

Adris GRUPA 
5y high: HRK 400.28 (01/06/2015), 
5y low: HRK 200 (24/10/2011)
Start of Coverage: 21/01/2005
Recommendation history
Date Rating Target Price Prev. day's close Upside
23/07/2014 Hold 337.00 283.44 18.9%
26/09/2013 Hold 306.00 267.00 14.6%
Source: Raiffeisen Centrobank

Andritz
5y high: EUR 57.49 (13/04/2015), 
5y low: EUR 22.3 (02/07/2010)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
05/03/2015 Buy 60.00 51.74 16.0%
26/01/2015 Buy 55.00 47.50 15.8%
09/12/2014 Buy 52.00 45.26 14.9%
06/11/2014 Buy 47.00 38.74 21.3%
08/08/2014 Buy 47.00 40.84 15.1%
27/05/2014 Hold 47.00 43.23 8.7%
26/03/2014 Hold 47.00 42.91 9.5%
20/02/2014 Hold 45.00 43.60 3.2%
01/08/2013 Hold 45.00 40.55 11.0%
Source: Raiffeisen Centrobank

RHI
5y high: EUR 29.915 (12/01/2011), 
5y low: EUR 13.575 (23/11/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's 

close
Upside

03/02/2015 Buy 27.00 23.45 15.1%
06/11/2014 Hold 21.50 18.87 13.9%
22/08/2014 Hold 25.00 22.90 9.2%
14/05/2014 Hold 26.00 25.00 4.0%
18/12/2013 Buy 26.00 21.19 22.7%
07/08/2013 Buy 31.00 24.69 25.6%
Source: Raiffeisen Centrobank

OTP
5y high: HUF 6450 (28/04/2011), 
5y low: HUF 2798 (23/09/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/06/2015 Hold 5,900.00 5,421.00 8.8%
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%
Source: Raiffeisen Centrobank
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Alior Bank
5y high: PLN 99.8 (16/10/2013), 
5y low: PLN 57.0 (13/12/2012)
Start of Coverage: 23/10/2013
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/06/2015 Hold 92.80 87.20 6.4%
27/04/2015 Buy 103.00 89.00 15.7%
31/03/2015 Buy 99.00 84.95 16.5%
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

Banca Transilvania
5y high: RON 2.155172 (17/04/2015), 
5y low: RON 0.496492 (20/12/2011)
Start of Coverage: 06/11/2003
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/06/2015 Hold 2.16 2.09 3.5%
26/05/2015 Hold 2.16 2.11 2.4%
13/10/2014 Reduce 1.42 1.49 -4.8%
10/06/2014 Sell 1.28 1.47 -13.2%
16/05/2014 Reduce 1.27 1.37 -7.2%
09/12/2013 Reduce 1.08 1.13 -4.6%
30/10/2013 Hold 1.06 1.05 1.2%
Source: Raiffeisen Centrobank

Equities

IMMOFINANZ
5y high: EUR 2.989 (26/02/2014), 
5y low: EUR 1.621 (24/11/2011)
Start of Coverage: 16/01/2004
Recommendation history
Date Rating Target Price Prev. day's close Upside
26/02/2015 Hold 2.75 2.74 0.4%
15/01/2015 Hold 2.10 2.06 1.8%
07/07/2014 Buy 3.15 2.65 18.9%
11/11/2013 Buy 3.09 2.67 16.0%
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
17/06/2015 Buy 117.00 102.05 14.6%
27/04/2015 Hold 127.00 113.25 12.1%
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

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
17/06/2015 Buy 7.88 6.58 19.8%
27/04/2015 Buy 8.54 7.45 14.6%
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%
Source: Raiffeisen Centrobank

BRD-GSG
5y high: RON 15.8 (25/03/2011), 
5y low: RON 7.125 (07/12/2012)
Start of Coverage: 06/11/2003
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/06/2015 Buy 11.90 10.13 17.5%
14/01/2015 Buy 11.10 9.06 22.5%
21/08/2014 Hold 10.10 8.80 14.8%
10/06/2014 Buy 10.40 9.03 15.2%
20/02/2014 Buy 10.80 8.80 22.7%
09/12/2013 Hold 10.10 8.98 12.5%
30/10/2013 Buy 10.35 9.00 15.0%
Source: Raiffeisen Centrobank

BZ WBK
5y high: PLN 422 (05/03/2014), 
5y low: PLN 179 (11/08/2010)
Start of Coverage: 07/03/2005
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/06/2015 Buy 392.00 332.00 18.1%
27/04/2015 Buy 433.00 378.00 14.6%
08/01/2015 Hold 380.00 359.00 5.8%
22/10/2014 Hold 408.00 370.45 10.1%
02/10/2014 Hold 441.00 391.00 12.8%
10/06/2014 Buy 464.00 389.90 19.0%
24/03/2014 Hold 428.00 403.30 6.1%
22/01/2014 Hold 398.00 384.00 3.6%
09/12/2013 Hold 397.00 391.00 1.5%
23/10/2013 Hold 383.00 374.20 2.4%
21/08/2013 Hold 340.00 337.00 0.9%
Source: Raiffeisen Centrobank

Erste Group
5y high: EUR 39.247 (16/02/2011), 
5y low: EUR 10.59 (23/11/2011)
Start of Coverage: 01/02/2002
Recommendation history
Date Rating Target Price Prev. day's close Upside
17/06/2015 Hold 27.00 25.20 7.1%
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%
Source: Raiffeisen Centrobank
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Coverage universe recommendation overview

Empty buy hold reduce sell suspended UR

Universe 47 53 9 5 21 7

Universe % 33% 37% 6% 4% 15% 5%

Investment banking services 10 17 4 1 5 0

Investment banking services % 27% 46% 11% 3% 14% 0%
Source: Raiffeisen Centrobank, rounding differences may occur

Technical analysis, and asset allocation

Technical analysis: Historical recommendations
Date ATX BUX BIST 100 CROBEX 10 MICEX WIG 30

23/06/2014 BULLISH | NEUTRAL BULLISH BULLISH BULLISH

16/09/2014 NEUTRAL BULLISH BULLISH | | |

18/09/2014 BULLISH | BEARISH | | |

25/09/2014 NEUTRAL BEARISH | | | |

02/10/2014 BEARISH NEUTRAL | | | BEARISH

09/10/2014 | | | NEUTRAL BEARISH |

16/10/2014 | BEARISH | BEARISH NEUTRAL |

23/10/2014 BULLISH NEUTRAL | NEUTRAL BEARISH NEUTRAL

27/10/2014 | | BULLISH | | |

30/10/2014 | BEARISH | BEARISH BULLISH |

06/11/2014 NEUTRAL BULLISH | | | BULLISH

10/11/2014 | | NEUTRAL | | |

13/11/2015 BULLISH | | | NEUTRAL

17/11/2014 BULLISH | | |

20/11/2014 | | | NEUTRAL | |

Financial instruments/Company Date of the fi rst publication

ATX 15/04/1995

BELEX 15 01/10/1996

BUX 01/10/1996

Equities

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
17/06/2015 Buy 5,850.00 5,162.00 13.3%
07/05/2015 Buy 5,850.00 5,220.00 12.1%
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%
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

17/06/2015 Hold 33.60 31.90 5.3%
27/04/2015 Hold 39.10 35.93 8.8%
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%
Source: Raiffeisen Centrobank

CROBEX 18/11/2009

MICEX 02/09/2013

PX 15/03/2002

WIG 30 01/10/1996

Technical analysis: Historical recommendations

Date ATX BUX BIST 100 CROBEX 10 MICEX WIG 30

27/11/2014 | NEUTRAL | | | |

04/12/2014 | | | BEARISH | BULLISH

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 | NEUTRAL BEARISH BEARISH |

25/06/2015 | | | BULLISH BULLISH NEUTRAL

Bullish: Buy, Bearish = Sell, I = no change

CEE portfolio weightings
Sep-2014 Oct-2014 Nov-2014 Dec-2014 Jan-2015 Feb-2015 Mar-2015 Apr-2015 May-2015 Jun-2015

Stocks ↔ ↑ ↔ ↓ ↔ ↔ ↔ ↑ ↑ ↑

Czech Rep ↔ ↑ ↔ ↑ ↓ ↓ ↓ ↑ ↓ ↓

Hungary ↓ ↔ ↔ ↔ ↓ ↓ ↓ ↓ ↔ ↔

Poland ↑ ↑ ↑ ↔ ↓ ↓ ↓ ↔ ↑ ↓

Russia ↔ ↔ ↔ ↓ ↑ ↔ ↔ ↔ ↑ ↑

Turkey - - - - ↑ ↑ ↑ ↔ ↔ ↔

Croatia ↔ ↓ ↓ ↔ ↔ ↔ ↔ ↔ ↔ ↔

Romania ↑ ↑ ↑ ↔ ↔ ↑ ↑ ↑ ↑ ↑
Bonds ↔ ↓ ↔ ↑ ↔ ↔ ↔ ↓ ↓ ↓
EB USD ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔

EB EUR ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔

LCY ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔

Czech Rep ↔ ↓ ↓ ↓ ↔ ↔ ↔ ↓ ↔ ↔

Hungary ↓ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔ ↔

Poland ↑ ↑ ↑ ↑ ↔ ↔ ↔ ↔ ↔ ↔

Romania ↑ ↑ ↑ ↔ ↔ ↔ ↔ ↑ ↑ ↑

Russia ↓ ↔ ↓ ↓ ↓ ↓ ↔ ↔ ↓ ↓

Turkey ↔ ↔ ↔ ↑ ↑ ↑ ↔ ↔ ↔ ↔

Date of the fi rst publication 01/01/2006
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Disclaimer Financial Analysis

Publisher: Raiffeisen Bank International AG (hereinafter “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, Otto-Wagner-Platz 5, A-1090 Vienna and National Bank of Austria, Josefsplatz 1, 1015 Vi-
enna. Additionally, Raiffeisen Bank International AG is subject to supervision by the European Central Bank (ECB), which ECB undertakes within the Single Su-
pervisory Mechanism (SSM), which consists of the ECB on national responsible authorities (Council Regulation (EU) No 1024/2013). Unless set out herein ex-
plicitly otherwise, references to legal norms refer to norms enacted by the Republic of Austria.

This document is for information purposes and may not be reproduced or distributed to other persons without RBI’s permission. This document constitutes nei-
ther a solicitation of an offer nor a prospectus in the sense of the Austrian Capital Market Act (in German: Kapitalmarktgesetz)or the Austrian Stock Exchange 
Act (in German: Börsegesetz) or any other comparable foreign law. An investment decision in respect of a security, 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 Austrian Securities Supervision Act (in Ger-
man: Wertpapieraufsichtsgesetz). 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 provide individualised advice which is suitable for investments and finan-
cial products.
This analysis is fundamentally based on generally available information and not on confidential information which the party preparing the analysis has ob-
tained exclusively 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 be-
ing changed. 
Unless otherwise expressly stated (www.raiffeisenresearch.at/specialcompensation), the analysts employed by Raiffeisen Bank International AG are not com-
pensated for specific investment banking transactions. Compensation of the author or authors of this report is based (amongst other things) on the overall prof-
itability of RBI, which includes, inter alia, earnings from investment banking and other transactions of RBI. In general, RBI forbids its analysts and persons re-
porting to the analysts from acquiring securities or other financial instruments of any enterprise which is covered by the analysts, unless such acquisition is au-
thorised 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 re-
lation to recommendations: 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 continu-
ously 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, including interaction with other units. This does not apply to the transfer of information necessary for usual business 
operations. Such transfer of information is limited, however, to what is absolutely necessary (need-to-know principle). The exchange of compliance-relevant in-
formation 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 Austrian Capital Market Act (in German: Kapitalmarktgesetz; hereinafter „KMG“) 
nor a prospectus in the meaning of the KMG or of the Austrian Stock Exchange Act (in German: Börsegesetz). Furthermore this document does not intend to 
recommend the purchase or the sale of securities or investments in the meaning of the Austrian Supervision of Securities Act (in German: Wertpapieraufsi-
chtsgesetz). 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 securities 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 busi-
ness. Raiffeisen Bank International AG, London Branch is authorised by the Austrian Financial Market Authority and subject to limited regulation by the Finan-
cial Conduct Authority (“FCA”). Details about the extent of our regulation 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 infor-
mation nor the opinions expressed herein constitute or are to be construed as an offer or solicitation of an offer to buy (or sell) investments. RBI may have af-
fected 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 public 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, un-
less it is provided directly 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 International 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 Ave-
nue 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 reports 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 Author-
ity (“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 reg-
ulations 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 
information 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 offered or sold, directly or indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Secu-
rities 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 ba-
sis of, or be relied upon in connection with, any contract or commitment 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 ter-
ritorial 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 Direc-
tive 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 incorporated 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 re-
maining 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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Thomas Keil
Christoph Klaper
Lydia Kranner
Patrick Krizan
Martin Kutny
Veronika Lammer
Jörn Lange
Hannes Loacker
Andreas Mannsparth
Johannes Mattner
Stefan Memmer
Christine Nowak

Peter Onofrej
Magdalena Quell
Helge Rechberger
Matthias Reith
Elena Romanova
Leopold Salcher
Andreas Schiller
Robert Schittler
Andreas Schwabe
Gintaras Shlizhyus
Lubica Sikova
Gottfried Steindl
Martin Stelzeneder
Stefan Theußl
Christoph Vahs 
Jürgen Walter

Albania: Raiffeisen Bank 
Sh.A.
Joan Canaj
Valbona Gjeka

Belarus: Priorbank Open 
Joint-Stock Company
Oleg Leontev
Vasily Pirogovsky 
Olga Laschevskaya
Mariya Keda

Bosnia & Herzegovina: 
Raiffeisen Bank dd Bosna i 
Hercegovina 
Ivona Zametica
Srebrenko Fatusic

Bulgaria: Raiffeisenbank 
(Bulgaria) Sole-owned 
Joint Stock Company
Emil S. Kalchev

Croatia: Raiffeisenbank 
Austria d.d.
Zrinka Zivkovic Matijevic
Nada Harambasic-Nereau
Marijana Cigic
Tomislava Ujevic 

Czech Republic: Raiffei-
senbank a.s.
Helena Horska
Michal Brozka
Daniela Milucka
Lenka Kalivodova

Hungary: Raiffeisen 
Bank Zrt.
Zoltán Török
Gergely Pálffy
Levente Blahó

Kosovo: Raiffeisen Bank 
Kosovo J.S.C.
Arta Kastrati
Antigona Limani

Poland: Raiffeisen Bank 
Polska S.A.
Marta Petka-Zagajewska
Dorota Strauch
Tomasz Regulski
Piotr Jelonek
Michal Burek

Romania: RAIFFEISEN 
BANK S.A.
Ionut Dumitru
Nicolae Covrig 
Gabriel Bobeica
Anca Jelea
Alexandru Combei
Iuliana Mocanu
Catalin Diaconu

Russia: AO Raiffeisenbank 
Austria
Anastasia Baykova
Denis Poryvay
Anton Pletenev
Maria Pomelnikova
Konstantin Yuminov
Sergey Libin
Andrey Polischuk
Fedor Kornachev
Natalia Kolupaeva

Serbia: Raiffeisen banka 
a.d. Beograd
Ljiljana Grubic

Slovakia: Tatra banka, a.s.
Robert Prega
Juraj Valachy
Boris Fojtik

Slovenia: Raiffeisen Bank 
d.d.
Primoz Kovacic

Ukraine: Raiffeisen Bank 
Aval Public Joint Stock 
Company
Sergii Drobot
Ludmila Zagoruyko
Olga Nikolaieva

Company Research: Raiff-
eisen Centrobank AG
Stefan Maxian (Head)

Christian Bader
Daniel Damaska
Natalia Frey
Oleg Galbur
Jakub Krawczyk
Bernd Maurer
Juliusz Mozdzierz
Dominik Niszcz
Markus Remis
Teresa Schinwald
Jovan Sikimic
Arno Supper

Global Raiffeisen RESEARCH Team: Peter Brezinschek (Head)

Company:  Disclosure:
Vienna Insurance Group  4 Gedeon Richter  -
Mayr-Melnhof  4 Chiech  -
MOL   6, 22
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