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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

While growth expectations are being revised downward in China, the economic 
data are largely unsurprising in the CE/SEE countries. However, it must be noted 
that the leading indicators in Poland, Hungary and the Czech Republic have 
been showing notable signs of sluggishness since the summer. A lasting GDP 
slowdown in China would only marginally affect the CE and SEE countries. The 
region has only moderate direct trade ties, and secondary effects would mainly 
come into play via Germany. At the same time, these effects would also be par-
tially offset by the positive impact on lower commodity and energy prices. China 
ranks 10th in Austria’s export statistics (roughly EUR 3 bn) – similar to Russia – 
so the GDP effects including indirect trends could amount to up to 0.2 percent-
age points. The situation is a bit different for  Russia. Along with the higher de-
gree of bilateral exchange, the pressure on energy and commodity prices repre-
sents an additional drag on the economy. We expect Russia’s GDP development 
to reach its low point in the second half of 2015, followed by only a stabilisation 
at a lower level in 2016.
In addition to China, US monetary policy is also a significant factor for the emerg-
ing markets (EMs). With rising interest rates and a stronger dollar, capital flows 
should return to the USD on a large scale in 2016. CE/SEE will likely be only 
moderately affected by this due to the strong EUR connection. Another important 
aspect, however, is the nearly complete lack of US financing employed by Asian 
and Latin American companies among their Eastern European counterparts. There-
fore, we expect to see less of an impact on growth in CEE than in the other EMs. 
Overall, our GDP forecasts for 2016 in CE are slightly below the growth esti-
mates for this year, while the anticipated improvement in Serbia and Croatia will 
have a positive impact on the average GDP growth in SEE. In Austria, particu-
larly the income tax cut and the lower energy prices should trigger a surge in pri-
vate consumption and investments in 2016.
Impact on monetary policy and currencies
The persistently weak oil prices have also led to a reduction of inflation expecta-
tions in CEE. As a result, there will be no need for action with regard to mone-
tary policy for the time being in 2016. By contrast, Russia will likely only be will-
ing to continue its rate cuts on a delayed basis due to the weak rouble and tena-
cious inflation. Overall, we expect somewhat softer exchange rates against the 
euro on a one-year horizon, with the exception of PLN and CZK.
Impact on the bond and equity markets
After a turbulent summer, we expect share prices to rise up until the end of the 
year. We are taking a cautious stance on Poland and Turkey for political reasons. 
In the other countries, we have buy recommendations on a six-month horizon. Be-
yond that time frame, we expect prices to soften in line with the developed stock 
exchanges as the continued rate hikes in the US and waning economic activity 
towards 2017 drag on the markets.
On the CEE bond markets, we expect yields to increase slightly, so we are not 
currently issuing any buy recommendations. Russia appears to be the only mar-
ket in which the rise in yields is essentially over.

 Financial analyst: Peter Brezinschek, RBI Vienna

Emerging markets and CE – the “slight” difference

Recommendations1 – debt markets

Corporate bonds curr.2

Buy Lukoil 7.25% due 2019
Phosagro 4.204% due 2018

411
329

1 horizon: end 4th quarter 2015
2 asset swap spreads (bp)
Source: RBI/Raiffeisen RESEARCH

Recommendations1 – stock markets

Indices

Buy ATX, BET, BUX, CROBEX10, 
MICEX, PX

Hold BIST National 100, WIG 30
Sell -
Equities

Palfi nger
Current share price: EUR 23.50
Target price: EUR 31.50
Lenzing
Current share price: EUR 66.60
Target price: EUR 72.50
Andritz
Current share price: EUR 40.64
Target price: EUR 60.00
Gedeon Richter
Current share price: HUF 4,435
Target price: HUF 5,100
Cyfrowy Polsat
Current share price: PLN 22.87
Target price: PLN 28.50

  China’s decline in growth only having minimal effect on CE
  Leading indicators suggest a slowdown in growth in 2016
  Rate-cutting cycle in the US to impact CEE less than Asia or Latin America

CEE: Market strategy*

Eurobonds LCY Bonds FX

EUR USD 2y 10y --

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

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

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

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

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

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

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

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

SK H (H) -- -- -- --

SI H (B) -- -- -- --

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

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

BY -- S (B) -- -- S (S)
*based on absolute expected performance:
LCY bond: absolute performance in LCY; **HU: 3y, not 
2y tenor; Eurobonds: based on expected spread change
FX recommendation vs. EUR
Previous recomm. (as of 2 Sep 2015) in brackets
Recomm. horizon: end 4th quarter 2015
B: Buy; H: Hold; S: Sell
Source: RBI/Raiffeisen RESEARCH
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Consumer prices (avg, % yoy)

Countries 2014 2015e 2016f 2017f
Poland 0.0 -0.6 1.5 2.0
Hungary -0.2 0.1 2.2 2.8
Czech Rep. 0.4 0.4 1.6 2.0
Slovakia -0.1 -0.2 0.7 2.5
Slovenia 0.2 0.3 1.5 2.1
CE 0.1 -0.2 1.5 2.2
Croatia -0.2 0.0 1.4 2.3
Bulgaria -1.4 0.1 2.2 3.0
Romania 1.1 -0.5 -0.2 2.7
Serbia 2.9 1.4 4.0 4.5
Bosnia a. H. -0.9 0.2 1.5 2.5
Albania 1.6 1.8 2.8 3.5
Kosovo 0.4 0.5 2.0 2.5
SEE 0.7 0.0 1.1 2.9
Russia 7.8 15.3 8.8 8.4
Ukraine 12.1 53.7 14.0 12.0
Belarus 18.1 17.0 16.0 16.0
EE 8.5 17.8 9.4 8.9
Turkey 8.9 7.6 7.5 7.0
Austria 1.5 1.0 1.6 2.0
Germany 0.8 0.4 2.1 2.4
Euro area 0.4 0.2 1.1 1.8
USA 1.6 0.0 2.3 2.7

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Current account balance (% of GDP)

Countries 2014 2015e 2016f 2017f
Poland -1.4 -0.1 -1.1 -1.6
Hungary 3.9 3.8 3.6 3.6
Czech Rep. 0.6 1.0 1.1 -0.4
Slovakia 0.1 -0.9 -0.6 -0.5
Slovenia 5.8 6.5 6.0 5.0
CE -0.1 0.6 0.1 -0.5
Croatia 0.7 0.9 0.7 0.4
Bulgaria 0.0 3.9 -0.8 -3.4
Romania -0.5 -1.0 -2.0 -2.5
Serbia -6.0 -4.5 -5.6 -5.6
Bosnia a. H. -7.7 -7.9 -7.6 -8.1
Albania -12.6 -12.9 -12.9 -13.7
Kosovo -7.2 -7.3 -6.4 -8.0
SEE -1.7 -1.3 -2.6 -3.3
Russia 3.5 5.4 6.8 5.9
Ukraine -4.0 -1.8 -0.7 -4.7
Belarus -6.6 -5.3 -6.8 -6.6
EE 2.6 4.6 5.9 4.9
Turkey -5.8 -5.1 -5.5 -5.1
Austria 0.8 2.0 1.9 1.8
Germany 7.4 7.7 7.5 7.5
Euro area 2.0 2.4 2.4 2.2
USA -2.2 -2.9 -3.4 -2.7

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecasts

General budget balance (% of GDP)

Countries 2014 2015e 2016f 2017f
Poland -3.2 -2.7 -2.3 -2.0
Hungary -2.6 -2.6 -2.5 -2.4
Czech Rep. -2.0 -2.1 -1.5 -1.6
Slovakia -2.9 -2.5 -1.9 -0.9
Slovenia -4.6 -3.5 -3.1 n.v.
CE -2.9 -2.6 -2.2 -1.8
Croatia -5.7 -5.4 -5.0 -4.5
Bulgaria -3.8 -2.8 -2.5 -2.0
Romania -1.5 -2.0 -3.0 -2.3
Serbia -6.6 -3.7 -3.7 -3.0
Bosnia a. H. -2.1 -2.5 -2.0 -1.0
Albania -5.1 -4.5 -3.5 -3.0
Kosovo -2.0 -2.0 -2.0 -2.0
SEE -3.2 -2.9 -3.3 -2.6
Russia -1.2 -3.6 -3.5 -2.0
Ukraine -11.0 -7.0 -5.5 -3.0
Belarus 1.0 -1.0 0.0 0.0
EE -1.7 -3.7 -3.5 -2.0
Turkey -1.5 -1.5 -1.5 -1.5
Austria -2.4 -1.9 -1.8 -1.5
Germany 0.7 0.5 0.5 0.5
Euro area -2.4 -2.0 -1.7 -1.2
USA -2.8 -2.4 -2.2 -2.1

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Public debt (% of GDP)

Countries 2014 2015e 2016f 2017f
Poland 50.1 50.0 49.9 49.6
Hungary 76.9 75.0 73.8 70.7
Czech Rep. 42.6 40.5 39.9 39.9
Slovakia 53.6 53.4 52.8 51.9
Slovenia 80.0 82.0 81.2 n.v.
CE 53.9 53.3 52.8 48.3
Croatia 85.1 90.5 93.7 95.4
Bulgaria 27.1 28.5 29.5 30.0
Romania 39.8 39.8 40.6 40.5
Serbia 68.8 74.0 78.5 81.3
Bosnia a. H. 42.7 44.6 45.0 42.5
Albania 71.6 72.0 70.0 67.5
Kosovo 22.0 22.0 22.0 23.0
SEE 48.7 50.3 51.8 52.2
Russia 11.5 13.5 14.0 14.5
Ukraine 70.0 95.0 90.0 100.0
Belarus 34.1 36.0 37.0 37.0
EE 16.0 19.5 19.7 20.8
Turkey 35.0 34.0 32.0 33.0
Austria 84.2 86.5 84.8 83.5
Germany 74.7 71.5 68.2 65.5
Euro area 91.9 91.7 90.5 89.0
USA 103.2 101.9 102.5 101.3

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Gross foreign debt (% of GDP)

Countries 2014 2015e 2016f 2017f
Poland 70.1 69.4 68.5 68.2
Hungary 108.7 92.5 83.3 78.7
Czech Rep. 66.6 65.3 64.6 62.4
Slovakia 90.1 94.1 88.6 76.0
Slovenia 110.1 109.6 106.4 n.v.
CE 78.3 75.9 73.3 66.1
Croatia 108.5 114.4 114.3 113.1
Bulgaria 94.7 92.9 91.5 85.6
Romania 62.8 59.4 58.5 57.3
Serbia 78.6 80.1 77.5 74.4
Bosnia a. H. 63.8 62.8 62.8 59.2
Albania 67.7 69.1 68.0 65.1
Kosovo 13.0 12.5 11.9 12.0
SEE 75.0 73.7 72.4 69.9
Russia 32.2 40.0 35.5 32.0
Ukraine 96.4 128.9 143.4 139.9
Belarus 57.8 62.6 68.0 62.4
EE 37.2 46.6 43.0 39.4
Turkey 50.3 60.5 60.7 53.8
Austria n.v. n.v. n.v. n.v.
Germany n.v. n.v. n.v. n.v.
Euro area 117.2 122.6 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 2014 2015e 2016f 2017f
Poland 4.19 4.16 4.09 3.99
Hungary 309 310 314 324
Czech Rep. 27.5 27.3 26.8 26.1
Slovakia euro euro euro euro
Slovenia euro euro euro euro

Croatia 7.63 7.63 7.66 7.66
Bulgaria 1.96 1.96 1.96 1.96
Romania 4.44 4.45 4.42 4.35
Serbia 117 121 123 125
Bosnia a. H. 1.96 1.96 1.96 1.96
Albania 140 140 140 140
Kosovo euro euro euro euro

Russia 51.0 67.1 69.5 79.6
Ukraine 15.9 24.4 29.8 36.3
Belarus 13597 18013 23817 30135

Turkey 2.90 3.04 3.17 3.41
Austria euro euro euro euro
Germany euro euro euro euro
Euro area euro euro euro euro
USA 1.33 1.11 1.09 1.23

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 C
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; NR ... not rated
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Real GDP (% yoy)

Countries 2014 2015e Consensus 2016f Consensus 2017f Consensus
Poland 3.4 3.7 3.5 3.6 3.5 3.4 3.5
Hungary 3.6 3.0 2.9 2.5 2.4 2.3 2.4
Czech Rep. 2.0 4.3 3.8 2.4 2.7 2.4 2.6
Slovakia 2.4 3.3 3.1 3.5 3.3 3.5 3.1
Slovenia 2.6 2.4 2.2 2.3 2.0 1.8 2.2
CE 3.0 3.6 3.4 3.1 3.1 3.0 3.1
Croatia -0.4 0.5 0.7 1.0 1.2 1.5 1.5
Bulgaria 1.7 2.0 2.0 2.1 2.3 3.0 2.5
Romania 2.8 3.5 3.6 3.5 3.6 3.0 3.3
Serbia -1.8 0.0 0.2 2.5 1.8 3.0 2.3
Bosnia a. H. 0.8 2.0 2.4 3.0 3.1 3.0 3.2
Albania 2.0 2.7 2.6 4.0 3.4 4.0 3.9
Kosovo 0.9 3.0 2.5 3.0 3.4 3.5 3.6
SEE 1.5 2.4 2.5 2.8 2.8 2.8 2.8
Russia 0.6 -4.0 -3.8 0.0 0.0 1.5 1.3
Ukraine -6.8 -10.0 -10.5 1.5 1.1 3.0 2.0
Belarus 1.6 -4.0 -3.4 0.5 0.8 2.5 1.5
EE 0.2 -4.4 -4.2 0.1 0.1 1.6 1.4
Turkey 2.9 3.0 2.8 3.5 3.2 3.5 3.5
Austria 0.4 0.7 0.7 1.8 1.6 1.5 1.7
Germany 1.6 1.6 1.8 2.2 1.9 1.8 1.7
Euro area 0.9 1.4 1.4 1.9 1.7 1.7 1.6
USA 2.4 2.4 2.5 3.0 2.7 2.0 2.5
Source: wiiw, Raiffeisen RESEARCH
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Exchange rate forecast

Countries 18-Sep1 Dec-15 Mar-16 Sep-16
vs EUR
Poland 4.20 4.15 4.10 4.05
Hungary 309.92 315.0 310.0 315.0
Czech 
Rep. 27.07 27.1 27.1 26.4

Croatia 7.63 7.70 7.68 7.65
Romania 4.42 4.45 4.40 4.40
Serbia 120.04 123.0 123.0 124.0
Albania 139.52 140.0 141.0 139.0

vs USD
Russia 65.8 65.0 62.0 65.0
Ukraine 21.80 25.00 27.00 28.00
Belarus 17495 20500 21400 22300
Turkey 2.99 3.00 2.95 2.85

EUR/USD 1.14 1.05 1.05 1.12
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

2y LCY yield forecast

Countries 18-Sep1 Dec-15 Mar-16 Sep-16
Poland 1.84 1.9 2.1 2.4
Hungary* 1.85 2.2 2.3 2.6
Czech R. -0.33 -0.1 -0.1 0.3
Croatia* 3.18 3.5 3.2 3.1
Romania* 1.93 1.9 2.0 2.4
Russia 11.46 11.2 10.9 10.9
Turkey 10.94 11.5 11.5 10.5

Austria -0.16 -0.2 -0.2 -0.1
Germany -0.24 -0.3 -0.3 -0.1
USA 0.66 1.1 1.3 2.4

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

Key interest rate forecast

Countries 18-Sep1 Dec-15 Mar-16 Sep-16
Poland 1.50 1.50 1.50 1.75
Hungary 1.35 1.35 1.35 1.35
Czech R. 0.05 0.05 0.05 0.05
Romania 1.75 1.75 1.75 1.75
Russia 11.00 11.00 10.00 10.00
Turkey 7.50 8.00 8.75 9.00

Euro area 0.05 0.05 0.05 0.05
USA 0.25 0.75 1.00 2.25
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Forecasts

3m money market rate forecast

Countries 18-Sep1 Dec-15 Mar-16 Sep-16
Poland 1.72 1.80 1.80 2.10
Hungary 1.36 1.35 1.35 1.35
Czech R. 0.31 0.04 0.10 0.10
Croatia 2.04 1.60 1.40 1.50
Romania 1.45 1.65 1.70 1.75
Russia 11.94 12.80 11.80 11.80
Turkey 11.99 11.80 11.60 11.30

Euro area -0.04 0.00 0.00 0.00
USA 0.32 0.95 1.20 2.45
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

5y LCY yield forecast

Countries 18-Sep1 Dec-15 Mar-16 Sep-16
Poland 2.41 3.0 3.2 3.6
Hungary 2.58 3.0 3.1 3.4
Czech R. 0.01 0.4 0.4 0.8
Croatia 3.28 3.7 3.5 3.5
Romania 2.64 2.8 3.0 3.5
Russia 11.46 11.4 11.2 11.2
Turkey 10.68 11.2 11.0 10.5

Austria 0.10 0.3 0.3 0.8
Germany -0.01 0.2 0.2 0.7
USA 1.44 2.0 2.1 2.7

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

10y LCY yield forecast

Countries 18-Sep1 Dec-15 Mar-16 Sep-16
Poland 2.92 3.1 3.3 3.7
Hungary 3.57 4.0 4.1 3.9
Czech R. 0.78 0.9 0.9 1.5
Croatia 4.03 4.3 4.4 4.6
Romania 3.74 3.9 4.2 4.5
Russia 11.38 12.0 11.5 11.0
Turkey 10.31 11.0 11.0 10.2

Austria 0.95 1.1 1.1 1.7
Germany 0.67 0.9 0.9 1.5
USA 2.13 2.6 2.8 3.2

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
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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 77.3% 14.9% 12.7 11.0
WIG 30 98.9% -5.4% 12.0 12.7
BUX n.a. 10.7% 11.7 10.5
PX* 15.7% -0.7% 11.7 11.7
MICEX 25.8% 13.0% 5.7 5.0
BET** -5.8% 18.2% 11.9 10.1
CROBEX10 8.4% 17.3% 12.3 11.3
BIST Nat. 
100

8.3% 16.3% 10.0 8.6

* 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

18-Sep1 Dec-15 Mar-16 Sep-16

ATX 2,241 2,400 2,450 2,250
WIG 30 2,392 2,450 2,470 2,400
BUX 21,119 22,200 22,700 21,800
PX 983 1,050 1,050 1,010
MICEX 1,711 1,800 1,820 1,850
BET 7,114 7,600 7,600 7,300
CROBEX10 1,002 1,040 1,040 1,020
BIST Nat. 
100

75,099 76,000 73,000 76,000

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) -6.61%
Benchmark (in EUR) -6.39%
RBI outperformance (in EUR) -0.21 pp
by weighting of equities vs bonds -0.24 pp

regional equity weightings 0.11 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds -0.10 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.01 pp

1 24 June 2015 - 18 September 2015
EB...Eurobonds
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Turbulent summer for the CEE portfolio

Period 1: 24 Jun 2015 - 15 Jul 2015

RBI portfolio (in EUR) 0.33%
Benchmark (in EUR) 0.31%
RBI outperformance (in EUR) 0.02 pp
by weighting of equities vs bonds 0.00 pp

regional equity weightings 0.04 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

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

Period 2: 15 Jul 2015 - 4 Aug 2015

RBI portfolio (in EUR) -3.02%
Benchmark (in EUR) -2.75%
RBI outperformance (in EUR) -0.27 pp
by weighting of equities vs bonds -0.24 pp

regional equity weightings 0.04 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds -0.08 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 3: 4 Aug 2015 - 18 Sep 2015

RBI portfolio (in EUR) -4.01%
Benchmark (in EUR) -4.04%
RBI outperformance (in EUR) 0.03 pp
by weighting of equities vs bonds 0.00 pp

regional equity weightings 0.03 pp
weighting of EB vs LCY bonds 0.00 pp
country weightings of LCY bonds 0.00 pp
country weightings of EB EUR 0.00 pp
country weightings of EB USD 0.00 pp
joint effects / duration 0.00 pp

EB...Eurobonds 
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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  Chinese slowdown cause for concern regarding global economy among many investors
  CEE portfolio not left unscathed by correction that started in emerging markets
  Short-term overweighting of equities responsible for portfolio underperformance

In anticipation of a recovery in the Euro area following the agreement between 
Greece and its creditors, we assumed that the CEE equity markets would also 
settle into calmer waters due to the region’s close ties to the Euro area. But con-
cerns about growth in China led to a correction on the global markets, and the 
CEE portfolio was not left unscathed. An overweighting of equities in period 2 
resulted in an underperformance of 24 basis points (bp) versus the benchmark.
In the equity segment, we preferred the Czech and Hungarian stock markets in 
the first two periods due to strong economic support in both countries. In addi-
tion, expectations of a recovery in oil prices in Q3 led us to overweight Russia. 
In contrast, the Polish and Turkish stock markets were underweighted due to the 
prevailing political uncertainties. This positioning made a positive contribution of 
8bp. In period 3, we increased the overweighting of Russia and the underweight-
ing of Turkey, which led to a further outperformance of 3bp.
With regard to bonds, we only employed a weighted positioning during the 
first two periods due to the high volatility exhibited by several emerging market 
currencies, which were impacted by low commodity prices. The over weighting 
of Russian government bonds in particular resulted in an underperformance of 
10bp due to the weak rouble.
Despite this turbulence, the performance loss of the CEE portfolio was limited, 
amounting to 21bp versus the benchmark.

Financial analyst: Stefan Theußl, RBI Vienna

CEE portfolio

2012 2013 2014 ytd

Benchmark 21.90% -2.54% -8.11% 3.56%

Portfolio 21.07% -2.41% -8.23% 2.91%

Relative Performance -0.83 pp 0.12 pp -0.12 pp -0.65 pp
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Asset allocation – total portfolio

Moderately overweight equities

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 20.5 20.2 -2.1 -4.4 -6.5 -4.8 2.7 1.8 3.6 1.2 3.5 5.4

Hungary 24.5 21.8 32.1 29.7 -7.1 -5.3 8.1 2.4 6.2 4.3 7.4 9.4

Poland 24.8 21.8 -4.0 -6.2 -3.4 -2.3 6.8 3.1 2.9 0.6 5.4 6.6

Romania 19.8 18.0 13.2 11.7 8.9 9.7 3.6 0.2 2.0 0.6 2.3 3.1

Russia 38.4 18.3 17.4 18.6 -8.0 1.1 33.4 7.0 17.7 21.3 -7.1 5.0

Turkey 34.2 21.7 -27.2 -12.5 -8.1 2.6 20.0 6.5 -20.0 -4.0 -4.3 6.9

Croatia 10.2 9.6 -1.6 -1.9 -5.7 -4.8 4.6 4.6 1.6 1.6 6.1 6.1

CEE 26.3 - 3.6 - 5.8 - 3.4 -
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

  ECB’s expansive monetary policy expected to have bigger impact than Fed’s policy
  Correction on equity markets offers good opportunity to enter market
  Geopolitical crises and China the biggest risk factors

Equities: 53%       
[3 pp]

LCY-bonds: 
37.6%           

[-2.4 pp]

EB USD:  4.7%           
[-0.3 pp]

EB EUR:  4.7%       
[-0.3 pp]
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Based on our expectation that the interest rate shift in the US will now come in De-
cember, Eastern European bonds could also come under pressure. However, the 
impact of this historic event will be more significant in the emerging markets out-
side of Europe than in the CEE countries, as the latter are more closely connected 
to the euro due to their proximity to the Euro area, and the ECB is still pursuing 
an expansive monetary policy. In addition, we expect inflation in the CE region 
to normalise just below 2% in the medium term based on our forecast of a slight 
rise in oil prices. Therefore, we expect to see hardly any changes to the interest 
rate level as well as slightly rising yields for 10-year government bonds in these 
countries over the next 12 months, which means the price expectations are still 
flat. The volatility of exchange rates will likely return to a moderate level provided 
that geopolitical crises such as the Russia/Ukraine conflict do not flare up again 
and there are no new signs of a hard landing in China.
Due to the most recent sell-off on the equity markets caused by the situation in 
China and the associated concerns regarding the sustainability of global eco-
nomic activity, equities are at attractive valuation levels again for the most part. 
The correction led to a surge in volatility, which we see as being exaggerated in 
line with our base scenario. Therefore, a potential downturn could have a pos-
itive effect on the risk-return profile. Although yield levels for 10-year local cur-
rency bonds are still attractive compared with those in the Euro area countries in 
some cases, equity investments will likely be the better choice up until the end of 
the year from a relative perspective based on positive growth prospects and ex-
pected performance of between 1.2 and 6.8% (in local currency terms).
Therefore, we are moderately overweighting equities by 3 percentage points 
(pp). The mainly expansive monetary policy on a global level will likely continue 
to be supportive for the development of asset prices. However, along with the ge-
opolitical conflicts, a close eye should be kept on other risk factors such as lower-
than-expected economic growth and a renewed decline in oil prices. Significant 
deviations would result in a reassessment of this recommendation.

Financial analyst: Stefan Theußl, RBI Vienna
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Asset allocation – bonds

Conservative approach preferred 

Expected bond market performance (%)

3m 6m 9m 12m

Countries EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic -1.1 -1.0 -0.6 -0.5 -1.5 -1.7 -2.5 -4.8

Hungary -4.7 -3.3 -2.7 -2.9 -0.9 0.6 -0.5 1.0

Poland -0.3 -1.4 0.0 -2.3 -0.9 -3.2 -0.7 -4.0

Romania -0.4 0.2 -0.4 -0.9 -1.9 -1.3 -0.4 -0.9

Russia 4.2 -3.3 14.7 2.4 13.3 4.8 12.3 10.5

Turkey 4.2 -1.5 9.5 0.8 14.3 6.3 16.9 10.5
 Not annualised; 10y treasury bond, LCY…local currency
Source: RBI/Raiffeisen RESEARCH
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Historical relative performance*

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

  CEE yields to rise due to US rate hike 
  Hungary: attractive yield levels paired with stable currency 
  Turkey: downside risks dominating 

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 22.0% 20.0% 2.0%

Poland 47.0% 45.0% 2.0%

Romania 5.0% 5.0% 0.0%

Russia 5.0% 5.0% 0.0%

Turkey 1.0% 5.0% -4.0%

Croatia 0.0% 0.0% 0.0%
* Share in percentage points
Source: RBI/Raiffeisen RESEARCH

Following the substantial increases in some cases dur-
ing the second quarter, yields for some CEE bonds once 
again returned to somewhat lower levels, which also led 
to a narrowing of the range of fluctuation in terms of 
their performance. Based on a possible hike of key in-
terest rates in the US by the Fed, however, we believe 
this was a temporary phenomenon. Accordingly, we ex-
pect yields to rise in nearly all of the countries in the re-
gion, which is why our stance in the CEE bond segment 
is more focused on potential risk factors for individual 
countries. We see especially strong risk potential in Tur-
key, as the political uncertainties in connection with the 
new elections and military conflicts will likely remain in-
tact over the medium term and could very well intensify 
further. Although the massive depreciation of the Turkish 
lira since the beginning of the year would tend to support 
the scenario of a hike in interest rates, we do not believe 
that Turkey’s central bank will take such measures before 
the new elections. Based on these uncertainties, both the 
lira exchange rate against the euro and Turkish bonds 
will likely be subject to especially high volatility, at least 
in the short term. With this in mind, we are underweight-
ing Turkey by 4 percentage points in the bond segment. 
In Hungary, on the other hand, we expect exchange rate 
developments to be more stable (EUR/HUF 315 at year-
end 2015). In Poland, we expect the zloty to appreciate 
against the euro on a one-year horizon, reaching a level 
of EUR/PLN 4.15. Rising yields in the US will likely have 
a negative impact on long-term bonds in these countries, 
as well. However, we believe the short end of the curve 
will remain well supported, as we do not expect to see 
rate cuts in the local markets. As a result, we are over-
weighting Hungary and Poland by 2 percentage points 
each in the bond segment. 

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

Heading towards year-end with confi dence

  Czech and Hungarian equity markets attractive due to positive economic outlooks
  Russia likely to benefi t most from a recovery in oil prices
  Turkey highly exposed to geopolitical confl icts and beset by political uncertainty

Expected stock market performance (%)

3m 6m 9m 12m

Countries EUR LCY EUR LCY EUR LCY EUR LCY

Czech Republic 6.7 6.8 6.7 6.8 5.1 4.8 5.4 2.7

Hungary 3.4 5.1 7.5 7.5 3.4 5.1 1.6 3.2

Poland 3.7 2.4 5.8 3.3 0.7 -1.8 4.1 0.3

Romania 6.2 6.8 7.4 6.8 4.1 4.7 3.2 2.6

Russia 15.3 5.2 22.2 6.4 18.2 7.5 11.1 8.1

Croatia 2.3 3.8 2.5 3.8 2.6 2.8 1.0 1.8

Turkey 10.1 1.2 7.5 -2.8 7.9 -1.5 8.7 1.2
Not annualised, LCY…local currency
Source: RBI/Raiffeisen RESEARCH
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* to MSCI CEE, since 3 months
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

In terms of the risk-return profile, the Czech equity market 
(PX) is the most attractive market in our opinion. During 
the global stock market correction that began in China, 
the PX fell only slightly. The country’s economic develop-
ment is very good compared with its European peers, and 
the earnings growth outlook up until the end of the year is 
solid. As a result, the market should offer further price po-
tential amidst moderate downside risk. With regard to the 
risk-return profile for the Hungarian equity market (BUX), 
we expect a return of 5.1% in local currency terms in the 
coming quarter as well as comparatively low volatility. 
The economic fundamentals still appear to be robust and 
will likely support this development. In addition, we ex-
pect only a slight increase in oil prices in Q4, but this will 
likely be enough to provide a boost to the Russian MICEX 
index in particular, in which over 50% of the companies 
come from the energy sector. Although the conflict with 
Ukraine is far from over, the situation has at least calmed 
slightly for the time being as both sides have complied 
with the ceasefire, and this has eased some of the pres-
sure on the risk side. Both of these factors make this mar-
ket more attractive for our portfolio again.
Based on our expectations for the development of ex-
change rates, the markets listed above will likely fare bet-
ter than other CEE countries – also from the perspective 
of a euro investor – and we are therefore overweighting 
them by 2pp each. 
In contrast, the fact that Turkey has the weakest perfor-
mance outlook compared with its peers combined with 
the relatively high volatility of its exchange rate led us to 
underweight it by 6pp. Conditions in the country are cur-
rently being dominated by political uncertainty (elections 
on 1 Nov.) and its proximity to geopolitical conflicts.

Financial analyst: Stefan Theußl, RBI Vienna

Portfolio weightings: stocks*

Portfolio Benchmark Difference

Czech Republic 10.0% 8.0% 2.0%

Hungary 9.0% 7.0% 2.0%

Poland 25.0% 25.0% 0.0%

Russia 37.0% 35.0% 2.0%

Turkey 19.0% 25.0% -6.0%

Croatia 0.0% 0.0% 0.0%

Romania 0.0% 0.0% 0.0%
* Share in percentage points
Source: RBI/Raiffeisen RESEARCH
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Focus on economics

Economic growth picture
Economic growth in the CEE region was bit of a mixed bag in the second quarter. 
While there were a few positive surprises – including especially strong growth 
in the Czech Republic, a stabilisation in Ukraine and no slowdown in Turkey – 
several Central Eastern European (CE) economies and Romania showed slower 
growth. However, the external environment for CEE countries is still broadly fa-
vourable with euro area growth recovering in yearly terms, backed by a buoyant 
Germany and improving conditions in the peripheral countries.
In the Czech Republic, we had initially expected some setback after a stellar 
first quarter, but the second quarter was surprisingly strong, forcing us to lift the 
growth estimate for this year to 4% (we still see the medium-term growth pros-
pects closer to 2.5%). Polish growth came in below consensus at 3.3% yoy, and 
economic growth in Hungary fell for the first time in a year and a half, dipping 
below 3% yoy. Nevertheless, we think that the slight setbacks in the Romanian, 
Hungarian and Polish growth rates are yet not enough to cause significant wor-
ries. Nevertheless, we will remain vigilant looking for further signs of decelera-
tion and have already revised the growth estimates for a few countries down-
ward slightly (see chart). Economic growth in CE will likely amount to around 
3.5% this year, while we expect somewhat slower growth for this sub-region in 
2016 and 2017.
Further in the East, the Russian economy slumped for the fourth quarter in a row 
on the back of low oil prices and economic sanctions. Both the quarterly and the 
yearly contraction were the highest seen so far during the recession. The Russian 
economy has contracted by 4.6% over the last year, thus going through a reces-
sion half the size of that seen in 2008/2009. While we are keeping our GDP es-
timate for this year, we are cutting the outlook for next year from slight growth to 
stagnation; this forecast implies that the recession is now essentially over, which 
may be an overly optimistic call, given the renewed weakening of oil prices since 
the summer. However, we have an upbeat oil forecast for 2016, with prices re-
covering to USD 65/bbl by year-end 2016. This would be a supportive factor 
for Russian growth.
In Ukraine, the economic contraction is still the strongest in CEE, with GDP fall-
ing by 15–20%. However, a closer look at Ukraine reveals signs of stabilisation 
in the monthly indicators, and the quarterly drop in GDP in Q2 was five times 
smaller than in Q1. Assuming no renewed escalation or other shock, the econ-
omy could return to (shallow) growth in 2016. However, a real improvement 
would require more consistent structural reforms and a solution/successful freez-
ing of the conflict in the eastern part of the country. A recent easing of the fight-
ing makes us slightly more optimistic in this respect.
In South Eastern Europe (SEE), the growth picture in the Western Balkans and 
Bulgaria improved (Romania disappointed slightly at 3.3% yoy – coming from a 
much higher level). Serbia finally ended its recession and Croatian growth also 
climbed above 1%. Next year, the growth outlook is even better, with aggregate 
SEE growth expected at 2.8% after 2.5% this year. 

Solid growth perspective but some moderation ahead

GDP growth performance (% p.a.)

Source: Bloomberg, RBI/Raiffeisen RESEARCH
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  Robust economic growth in CE, improving conditions in SEE, but ongoing recessions in EE
  Several minor downward revisions in growth, but Czech Rep., Turkey surprise on the upside
  Defl ationary phase in CE should come to an end soon, but is prolonged by slump in oil
  High infl ation in EE/Turkey after FX shocks, no improvement until 2016, and only if currencies hold
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Focus on economics

GDP growth outlook (% yoy)

Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Turkey has been a big surprise, as the economy has remained resilient despite 
facing all sorts of political and military troubles in the country itself and in the sur-
rounding region. However, we remain cautious with regard to H2 2015 and are 
refraining from upgrading our 3% growth estimate. Moreover, we see downside 
risk 3.5% 2016 GDP call.

Price developments
Inflation rates in many countries of the CEE region – mostly in CE – had been de-
pressed by slumping energy prices as well as the weak growth in the euro area 
in previous years. Inflation rates bottomed out in Q1 2015, with several coun-
tries even exhibiting deflationary tendencies. Since then, the yearly inflation rates 
have been on the rise again. However, the latest slump in oil prices has once 
again an impact on CEE. Consequently, the normalisation of inflation rates is be-
ing pushed back and is currently proceeding more slowly. We adjusted the infla-
tion outlooks for several countries downward for this and next year. This also has 
implications for monetary policy, which could remain expansionary for longer 
than was initially anticipated.  A more expansionary ECB may just add to this fun-
damentally-based outlook.
In contrast to this deflationary environment in CE and partly in SEE, the coun-
tries with high devaluations witnessed strong price pressure. Most prominently, 
the Russian inflation rate peaked at 17% in March, before falling to 15% in the 
summer. With the latest depreciation of the rouble, however, the trend was re-
versed in July and August and the rate returned to 15.8%. We have already in-
creased the year-end target for inflation and the forecast for next year by 1pp 
each to 12.5% and 9%, respectively. This change in price trends is also the main 
reason behind the CBR’s decision to pause its cuts in the key rate, as seen in Sep-
tember. In Ukraine, with the exchange rate having stabilised since March and 
the biggest energy tariff hikes incorporated in April, the monthly CPI growth rate 
turned negative and the yearly rate slowly came down from 60% towards 50%. 
Next spring, the Ukrainian inflation rate could fall to low double-digit figures due 
to the base effect.
In Romania, inflation has been strongly influenced by administrative decisions. 
A cut in the VAT for foodstuffs caused the CPI to drop by 3pp to -1.9% yoy as 
of August. Moreover, another cut of the overall VAT from 20% to 19% in Janu-
ary 2016 will be another drag on prices in Romania. It will take until 2017 for 
the headline inflation rate to snap back to 2–3% yoy. Finally, inflation in Turkey 
came down from the high levels seen in 2014 close to 10% yoy. Turkish CPI is 
currently around 8% and may inch up towards the end of the year. Assuming a 
broadly stable lira rate, inflation could fall below 7% next year.

Financial analyst: Andreas Schwabe, CFA, RBI Vienna 



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

The third quarter of 2015 was characterised by significant depreciation pres-
sure for emerging market currencies across the globe. But whereas especially 
the EE region with Russia and Belarus witnessed severe depreciation pressure 
in line with other EM currencies (the Ukrainian hryvnia was stable due to severe 
administrative restrictions), the CE and SEE regions were able to decouple from 
the trend and remained fairly unfazed by the global market jitters. With the con-
stellation of ongoing worries over China’s economic slowdown and the specula-
tion about the speed of rate hikes in the US, the overall negative environment for 
emerging markets is bound to remain with us during the fourth quarter. This, in 
return, would imply to us that we will continue to see elevated exchange rate vol-
atility in the EE region, while the CE and SEE regions should remain somewhat 
shielded due to a better economic outlook, less reliance on higher commodity 
prices and continued QE from the ECB.
Taking a more specific view, the Russian rouble is likely to continue following the 
oil price development as it has done over the past several months. Given our pro-
jection of at least a stabilisation of the oil price at around USD 52 per barrel un-
til eop 2015, this would argue for an expected stabilisation of the rouble for the 
fourth quarter of 2015 at levels of USD/RUB 65 as well. Our assessment that the 
Russian economy is bottoming out in H2 2015 would support this view, but vol-
atility is bound to remain significant with plenty of (negative) surprise potential.
Other currencies likely to exhibit elevated volatility potential during the fourth 
quarter are the Polish zloty and the Turkish lira. Elections in both countries should 
leave their mark on the respective exchange rates, with potential for some stabi-
lisation after the elections, depending on their outcome. Nevertheless, volatility 
in the Turkish lira should remain considerably higher than for the zloty through-
out the entire fourth quarter given the magnitude of problems Turkey is currently 
facing. While an election victory for PiS in Poland probably only poses a certain 
short-term risk of investor’s disenchantment, in Turkey the AK Party could again 
fall short of an absolute majority, which would basically continue the political 
stalemate seen after the June elections. But both exchange rates carry a certain 
amount of political risk for the fourth quarter.
Given our projection of USD appreciation versus the euro, we have a sell recom-
mendation for CE and SEE exchange rates against the USD for the fourth quar-
ter, compared to a hold recommendation against the EUR. An already weakened 
RUB indicates a buying opportunity against EUR, although this is largely due to 
our EUR/USD outlook and is accompanied by elevated risks. Stabilisation po-
tential at weak levels is possible for the Turkish lira (against USD) after the elec-
tions, which would likewise indicate a buying opportunity for the lira against the 
euro for the fourth quarter. But as with RUB, this assessment carries a considera-
ble risk of disappointment given the high degree of political uncertainty. UAH de-
preciation projection for Q4 will be a close call as administrative measures hold-
ing USD/UAH steady are currently kept until 4 December. Abandoning of these 
measures would in our view lead to depreciation pressure for UAH.

Financial analyst: Wolfgang Ernst, RBI Vienna

CEE exchange rates partially decoupling from EM sell-off

  CE/SEE exchange rates decoupled from global EM sell-off
  Volatility to remain high in PLN and TRY due to elections, appreciation expected thereafter depending on outcome
  RUB expected to follow sideways oil price development in Q4 2015 
  Abandoning of administrative measures in Ukraine could lead to depreciation pressure for UAH

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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Ongoing bearish view as Fed pressure is only delayed

The renewed delay of the Fed liftoff led to a relief rally in the CEE debt market 
space most recently. Therefore, parts of the currency-driven losses which most 
CE/SEE local government bond markets had suffered during Q3 2015 were re-
versed. China’s equity market crisis was the catalyst for the sharp sell-off in EM 
equities and FX, but compared to the broader EM universe losses on CE/SEE FX 
markets were moderate. Turkey and Russia mark the exception since they suf-
fered from ongoing (geo)political uncertainties. The underperformance of the rou-
ble in Q3 2015 was, however, predominantly driven by an ailing oil price that 
seems to have ended in mid-August. Based on our expectations of an ongoing 
stabilisation of the latter we would expect USD/RUB to hover around current lev-
els on our short-term forecast horizon (end-Dec 2015). Under the assumption of a 
considerably stronger USD vs. EUR due to the expected rise in the interest differ-
ential in favor of the US – we now expect US MP tightening to begin as early as 
mid-December – the expected outperformance of OFZ bonds should be driven 
mainly by RUB appreciation versus EUR. The fact that the CBR is currently paus-
ing its rate cutting cycle and should continue to do so in the remainder of 2015 
prompted us to switch to a more cautious stance. More importantly, uncertainties 
regarding the exact timing of the Fed liftoff (and future oil price developments) 
remain elevated and we would therefore not recommend buying into the OFZ 
market. The, at the first glance, favorable expected performance of Turkish gov-
ernment bonds is also mainly due to our bullish USD expectations (and therefore 
driven by the expected outperformance of TRY vs. EUR). The related uncertain-
ties are additionally aggravated by a precarious mix of risks stemming from the 
(geo)political front. In sum, we felt prompted to pencil-in rate hikes in Turkey to  fi -
nally bring the slide of the lira to a halt which should not bode well for TURKGBs.

Expected spillover effects from Fed tightening as early as mid-December prompt 
us to maintain our cautious view on CE/SEE local debt markets. Whilst FX risks 
are fairly contained in case of Poland, Romania and Hungary (improved external 
balances in comparison to earlier periods of broader EM stress leading to a cer-
tain decoupling from general EM FX moves; beneficiaries from low commodity 
price in contrast to commodity FX countries like RU, BR or ZAR), we would expect 
increasing upward pressure on LCY yields, especially given the current toppish 
valuations. We simply cannot imagine that upward-inching US treasury yields 
would not go along with similar moves on CE/SEE markets (in line with empirical 
evidence). Therefore we maintain our Sell recommendations for the back-end of 
most LCY government bond curves with investment horizon end-December 2015. 
Our single Hold recommendation in the 10y segment is for the Czech Republic 
with Bunds being the major driver here. Since we expect a sideways movement 
of the latter on our short-term forecast horizon, CZGB yields should remain fairly 
well anchored. Expectations on considerable CZK appreciation once the CNB 
exits its FX manipulation regime as early as H2 2016 are another factor which 
should keep up vivid demand for Czech govies going forward.

Financial analyst: Stephan Imre, RBI Vienna

  Fed dovishness helped to reverse parts of the Q3 losses on local currency (LCY) debt markets
  Nevertheless, with the Fed liftoff expected as early as December adverse spillovers from UST expected 
  This in tandem with the current stretched valuations should increase upward pressure on yields
  Against our bearish fl attening expectations we would maintain our Sell recommendation for most longer-dated bonds

Focus on LCY bonds

Historical performance 10y LCY bond*

* between 2 Sep 2015 and 22 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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Expected perf. 10y LCY bond -> Dec-15

* between 22 Sep 2015 and 31 Dec 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 Dec-15)*

LCY Bonds FX

2y 10y --

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

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

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

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

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

TR S (H) S (S) B (B)
*based on absolute expected performance in LCY be-
tween 22 Sep 2015 and 31 Dec 2015; FX vs. EUR; 
former recomm. (as of 2 Sep 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 stagnation experienced in 2014 came to an end in the first half of this year, 
but the Austrian economy still only achieved subdued real GDP growth of 0.2% 
qoq in the first and 0.3% qoq in the second quarter. While government spend-
ing reached higher growth rates than overall Austrian GDP in the second quar-
ter as well, private consumption again only grew marginally (+0.1% qoq). Gross 
fixed capital formation continued to hamper GDP growth, due solely to construc-
tion investment as equipment investment posted a slight expansion again (0.5% 
qoq). Foreign trade made a positive contribution to growth in the second quar-
ter. While imports stagnated, exports rose slightly.  

The short-term economic outlook is rather ambiguous at the moment. The pur-
chasing managers’ index for manufacturing came in at 50.5 points in August, 
above the 50 points line. But this is a retreat compared with the previous month, 
when the index was still at 52.4 points and thus above the (weighted) average 
of the other core euro area countries. The economic sentiment indicator com-
piled by the EU Commission, on the other hand, came in at 98.5 in August – still 
below the long-term average (100 points), but up by 5.1 points since April and 
currently at its high for the year. This development is being driven primarily by 
the service sector, but the improved sentiment in the industrial sector also contrib-
uted to the uptrend. Consumer confidence again had a slightly negative effect. 

Overall, however, the supporting factors will dominate in the coming quarters, 
including the low oil price, the expected continued depreciation of the euro and 
the tax reform that will take effect in 2016, so we expect the economic recovery 
to continue (assumed average quarterly GDP growth 2016: 0.5% qoq). In our 
base scenario, we do not see the development in China as having any signifi-
cant impact on Austrian business cycle dynamics. The expected continued up-
swing should primarily be driven by domestic demand, while foreign trade will 
likely only make a low contribution to quarterly GDP growth overall. We antici-
pate that private consumption will not come out of quasi-stagnation until 2016, 
on the back of the tax reform, but that it will then become the main driver of quar-

Moderate recovery is on course

Leading indicators with mixed signals

Infl ation remains on a high level

*European Commission
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Key economic fi gures and forecasts

2014 2015e 2016f 2017f

Real GDP (% yoy) 0.4 0.7 1.8 1.5

Trade balance (goods and services, EUR bn) 12.4 13.7 14.6 14.3

Current account balance (% of GDP) 0.8 2.0 1.9 1.8

General budget balance (% of GDP) -2.7 -1.9 -1.8 -1.5

Public debt (% of GDP) 84.2 86.5 84.8 83.5

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

Employment  (% yoy) 0.6 0.7 0.9 1.0

Consumer prices (avg, % yoy) 1.5 1.0 1.6 2.0

Real wages (% yoy) 0.9 1.0 0.3 0.2

Unit labour costs (% yoy) 2.3 2.0 1.0 1.7
Source: Statistics Austria, Thomson Reuters, RBI/Raiffeisen RESEARCH
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  Signs of life from the economy in the fi rst half of the year
  Factors supporting continuation of the upswing dominating
  Growth too weak to noticeably reduce unemployment rate
  Infl ation higher than in the  euro area for the entire forecast horizon
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Austria

terly GDP growth. For now, though, we see the driving 
impulses coming from investment, especially equipment 
investment. Yet the economic upswing will likely remain 
only moderate, peaking in 2016. This scenario implies 
real GDP growth of 0.7% for this year (2015), and 1.8% 
for next year (2016). The pace of growth should decline 
again in 2017 (1.5%). In all three years, this would give 
Austria a below-average GDP growth rate compared to 
the euro area as a whole. 

Even though the development of open vacancies (Au-
gust: +15.7% yoy) gives cause for hope, we expect no 
signifi cant easing of the conditions on the labour market 
over the entire forecast horizon. Despite the restrained 
economic development during the past quarters, the num-
ber of employed persons increased steadily. But because 
the labour force grew more substantially in the same pe-
riod, unemployment has also risen noticeably. Employ-
ment growth is expected to accelerate somewhat in 2016 
and 2017 compared with the previous years. But this will 
not be enough to reduce the unemployment rate (ILO defi-
nition) given the continued expansion of the labour force. 

Infl ation (HICP) most recently came in at 0.9% yoy (Au-
gust), still well above the levels for the euro area and 
Germany (0.1% yoy in both cases). The components 
of housing, restaurants/hotels and leisure activities are 
the main reasons for the difference. These three catego-
ries alone account for 0.7 percentage points of the total 
inflation difference between Austria and the euro area 
(0.8 percentage points). Based on the development of 
the oil price, we expect a lower inflation rate for 2015 
as a whole (1.0%) than for 2014 (1.5%), while inflation 
should accelerate again somewhat in 2016 (1.6%) and 
2017 (2.0%). 

Financial analyst: Matthias Reith, RBI Vienna

GDP: Expenditure composition

Change (% yoy, in real terms) 2014 2015e 2016f 2017f

Private consumption 0.0 0.3 1.2 1.6

Public consumption 0.8 1.0 0.8 0.8

Gross fixed capital formation -0.2 -0.3 3.3 1.7

     Equipment 1.3 0.9 3.8 1.0

     Construction -1.0 -1.3 2.8 2.3

Exports 2.1 0.9 3.9 2.2

Imports 1.3 0.3 3.8 2.7

Gross domestic product 0.4 0.7 1.8 1.5
Source: Statistics Austria, Thomson Reuters, RBI/Raiffeisen RESEARCH

GDP: Value added by sector

Change (% yoy, in real terms) 2014 2015e 2016f 2017f

Agriculture & forestry 4.1 -1.0 0.0 0.0

Prod. of goods/mining 1.1 0.9 2.6 2.2

Energy/water supply 2.6 1.5 1.5 1.3

Construction -2.0 -0.1 1.9 1.4

Wholesale and retail trade -0.5 0.8 2.1 2.0

Transportation -1.1 -0.2 1.7 1.5

Accom. & restaurant trade 0.6 0.9 1.4 1.4

Information and communication -2.7 -1.9 2.4 2.2

Credit and insurance -1.5 -0.5 1.1 1.0

Property & business services 2.8 1.5 2.0 1.7

Other economic services 1.2 0.2 3.6 2.5

Public sector -0.2 0.2 0.5 0.5

Healthcare, social services -0.2 1.5 1.6 1.5

Other services 0.4 1.2 1.5 1.4

Gross domestic product 0.4 0.7 1.8 1.5
Source: Statistics Austria, RBI/Raiffeisen RESEARCH

Contributions* to real GDP growth (yoy)

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

Election time adds to uncertainty
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Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 377.1 386.3 396.3 413.0 432.2 461.4 498.3

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

Industrial output (% yoy) 7.5 0.8 1.8 3.5 5.0 7.0 6.0

Unemployment rate (avg, %) 12.4 12.8 13.5 12.3 10.7 9.4 9.0

Nominal industrial wages (% yoy) 5.0 3.4 2.9 3.7 4.0 4.8 4.5

Producer prices (avg, % yoy) 7.6 3.3 -1.3 -1.5 -1.7 1.5 2.0

Consumer prices (avg, % yoy) 4.3 3.7 0.9 0.0 -0.6 1.5 2.0

Consumer prices (eop, % yoy) 4.6 2.4 0.7 -1.0 1.0 1.9 2.3

General budget balance (% of GDP) -4.9 -3.7 -4.0 -3.2 -2.7 -2.3 -2.0

Public debt (% of GDP) 54.8 54.4 55.7 50.1 50.0 49.9 49.6

Current account balance (% of GDP) -5.1 -3.5 -1.3 -1.4 -0.1 -1.1 -1.6

Official FX reserves (EUR bn) 75.7 82.6 77.1 82.6 85.0 78.0 80.0

Gross foreign debt (% of GDP) 66.4 72.0 70.2 70.1 69.4 68.5 68.2

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

USD/PLN (avg) 3.0 3.3 3.2 3.2 3.7 3.8 3.3

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Economic outlook
Poland’s economic growth moderated slightly in Q2 after strong development 
in Q1. Real GDP advanced 3.3% yoy, down from 3.6% reported in Q1, fall-
ing short of market expectations. The growth structure returned to being driven 
by domestic demand, which was only broadly in line with our expectations. It 
grew by 3.3%, while the net export contribution turned out to be neutral. Invest-
ment growth was slightly disappointing, slowing to 6.4% yoy from 11.4% in Q1, 
which made us a bit more cautious regarding the economic outlook. We have 
lowered our forecasts slightly, but we still believe that some acceleration in pri-
vate consumption and investment activity will bring GDP growth towards 4% 
yoy in the course of H2 2015. The former should be supported by improving la-
bour conditions and brightening consumer sentiment. High investment activity 
will benefit, in turn, from an inflow of EU funds and the low interest rate environ-
ment. In addition, relatively high capacity utilisation and strong demand should 
encourage companies to increase their investment outlays.
The defl ation period will most likely end in Q4 of this year. So far, the CPI in-
dex rebound is mainly being driven by statistical effects as there is a low refer-
ence base due to the sharp drop in prices in 2014. Downside risk for price de-
velopment stems mainly from commodity prices, in particular oil. However, this 
effect may be cushioned by recovering food prices as dry weather in the sum-
mer supported higher increases in fruit and vegetable prices. In any case, we ex-
pect the gradual upward inflation trend to be continued amidst dominating down-
side risks.
Due to the parliamentary elections scheduled for 25 October, political topics 
have come to the fore. According to most election polls, the main opposition 
party, Law and Justice, is predicted to take over the reins of the government. This 
could involve a material loosening of fiscal policy as the party has announced 
expensive reform proposals, which according to our estimates could almost dou-

  GDP growth returns to being driven by domestic factors but the outlook remains bright
  Fiscal policy to be loosened by the new government but more cautiously than feared
  Elevated PLN volatility until elections, more stabilisation thereafter
  We softened our outlook for POLGBs somewhat, but remain bearish for the medium term
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Exchange rate development

EUR/PLN: 5y high 4.56, 5y low 3.84
Source: Bloomberg, Raiffeisen RESEARCH

PLN yield curve (%)*

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

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
PLN 4.20 4.15 4.10 4.10 4.05

Cons. 4.18 4.15 4.11 4.12

USD/
PLN 3.69 3.95 3.90 3.80 3.62

Cons. 3.90 3.94 3.91 3.95
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

Key rate 1.50 1.50 1.50 1.50 1.75

Consensus 1.50 1.45 1.50 1.60

1 month2 1.66 1.70 1.70 1.70 1.90

3 month2 1.72 1.80 1.80 1.80 2.10

Consensus 1.74 1.75 1.77 1.92

6 month2 1.80 1.80 1.80 1.90 2.10

12 month2 1.83 1.90 1.90 2.00 2.40
1 5:00 p.m. (CET)  2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

2y T-bond2 1.84 1.9 2.1 2.2 2.4

Consensus 2.0 2.1 2.2 2.4

5y T-bond2 2.41 3.0 3.2 3.4 3.6
10y T-bond2 2.92 3.1 3.3 3.5 3.7

Consensus 3.1 3.2 3.3 3.5
1 5:00 p.m. (CET)  2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

ble the budget deficit. Bearing in mind their statements that the general govern-
ment deficit should be kept below 3% of GDP, the implementation of all of the pre-
sented reforms is very unlikely.

Financial market outlook
The Polish zloty was able to detach from the global EM jitters, but still saw some-
what elevated volatility. Nevertheless, the zloty could undergo a phase of weak-
ening and volatility in the run-up to the parliamentary elections in October, am-
plified by the US rate hike speculations. Given that the political uncertainties 
should at least diminish after the elections, we project some moderate room for 
PLN appreciation against the euro up until the end of the fourth quarter of 2015. 
However, continued elevated volatility will likely come from external factors, with 
speculation regarding the speed of US rate hikes and the economic slowdown 
in China (along with its impact on EM FX) probably among the main drivers. 
The medium-term PLN outlook should then be somewhat more optimistic again 
because the external uncertainties will likely be reduced, as we expect the eco-
nomic conditions in Poland to continue to be supportive and the ECB’s QE is 
likely to continue. This would bolster our assumption of at least a very moderate 
appreciation of EUR/PLN throughout 2016 and 2017. At the same time, how-
ever, it should be noted that PLN remains a risk sentiment proxy for CEE and will 
therefore precisely mirror any possible shocks in the region.
The sell-off on the Polish zloty government bond market clearly softened in Q3 
2015. Since short-term yields remained well anchored near record-low levels due 
to persistent deflation, the strongest movement was once again observed at the 
long end of the yield curve. As a result, the POLGB yield curve flattened and the 
10y–2y spread tightened significantly. We still expect the downward trend in 
bond prices to continue amidst rebounding inflation and solid domestic-demand-
driven GDP growth. From the external side, the US monetary policy tightening 
should also constitute a significant driver for the yield increases, in particular for 
long-term papers. However, the delay of the Fed lift-off to December at the earli-
est (according to our new assumptions) paves the way for a fairly well anchored 
long end in the very short run. On the other hand, renewed downside risks to our 
assumption of gradually reaccelerating domestic inflation and the possibility of 
additional monetary policy loosening by the ECB prompted us to soften our fairly 
bearish outlook, which was based on our outdated aggressive Fed call. Thus, we 
mainly delayed the expected cyclical rise in POLGB yields. All in all, as the first 
interest rate hikes in Poland could come as early as Q3 2016, we will likely ob-
serve a mild bearish flattening of the yield curve later in 2016.

Financial analysts: Micha³ Burek, Raiffeisen Polbank, Warsaw
Stephan Imre, RBI Vienna 
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Hungary

Moving towards a healthier household sector

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 100.3 98.7 100.5 103.2 109.1 114.2 116.8

Real GDP (% yoy) 1.8 -1.5 1.5 3.6 3.0 2.5 2.3

Industrial output (% yoy) 5.4 -1.7 -3.5 5.3 5.9 5.4 4.5

Unemployment rate (avg, %) 11.0 10.9 10.3 7.9 7.4 6.9 6.4

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

Producer prices (avg, % yoy) 4.3 4.3 0.7 -0.4 -1.3 2.8 2.8

Consumer prices (avg, % yoy) 3.9 5.7 1.7 -0.2 0.1 2.2 2.8

Consumer prices (eop, % yoy) 4.1 5.0 0.4 -0.9 1.6 2.9 2.7

General budget balance (% of GDP) 4.2 -2.1 -2.3 -2.6 -2.6 -2.5 -2.4

Public debt (% of GDP) 80.6 78.8 77.2 76.9 75.0 73.8 70.7

Current account balance (% of GDP) 0.8 1.9 4.1 3.9 3.8 3.6 3.6

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

Gross foreign debt (% of GDP) 134.9 128.9 118.5 108.7 92.5 83.3 78.7

EUR/HUF (avg) 279.4 289.2 296.8 308.7 310.0 314.4 324.4

USD/HUF (avg) 201.2 225.1 223.6 232.8 279.3 288.4 264.8

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook
In Q2 2015, GDP growth was a tad below expectations (2.7% yoy), primar-
ily driven by weaker agricultural output. A deceleration was also registered in 
the sectors of industry and construction, while others, such as the service sector, 
performed well due to rising household demand. On the demand side, strength-
ening household consumption is becoming the major driver (+3% yoy in Q2 
2015), and gross fixed capital formation (+5.2% yoy) and exports also made 
positive contributions The major drawback came from the depletion of invento-
ries, which came in at 0.5% qoq in Q2, the lowest value since Q1 2013. Going 
forward, we expect a relatively benign Q3 with no major deviation from the pre-
vious growth trends, but the expected build-up of inventories may deliver a posi-
tive surprise (i.e. GDP growth of 3.5% yoy and 0.8% qoq). Starting in Q4 2015, 
a marked slowdown may kick in, which is predominantly explained by a slow-
down of industrial output growth due to an abating trend in new capacities (es-
pecially in the automotive sector) and a sharp drop of public sector investment 
activity on the back of a decline in EU funds. As a result, we expect the average 
annual growth rate to come in at around 2.5% for 2016.
The labour market continued its improvement, with the employment rate rising 
further (it reached 56% vs. typically around 50% over the past 20 years). Exter-
nal balances are extremely positive and on the rise (EUR 5 bn trade surplus in 
January–July 2015 vs. EUR 3.7 bn surplus during the same period in 2014). The 
favourable economic conditions are generating extra revenues in the magnitude 
of over 1% of GDP – however, the government is immediately spending the ex-
tra revenues, so no deficit undershoot is expected (the official target is 2.4% of 
GDP). 
The expected slowdown of the economy is a negative factor, but stable public fi-
nances and decreasing debt ratios with favourable changes in the composition 

  Economy is getting closer to potential output growth rate 
  Household sector is improving but no overheating feared
  Low interest environment to stay for quite some time
  EUR/HUF to stabilise in the 310–320 range
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EUR/HUF: 5y high 321.02, 5y low 262.04
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1.5

2.5

3.5

4.5

1 2 3 4 5 6 7 8 9 10

Yield curve 18 Sep-15
Forecast Dec-15

HUF yield curve (%)*

* 3y – 10y LCY government bond yields
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Fo
re

ca
st

Exchange rate forecasts
18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
HUF 309.92 315.0 310.0 315.0 315.0

Cons. 312.0 310.0 309.0 314.0

USD/
HUF 272.41 300.0 295.2 291.7 281.3

Cons. 291.0 293.5 296.5 301.5
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

Key rate 1.35 1.35 1.35 1.35 1.35

Consensus 1.35 1.40 1.40 1.60

1 month2 1.35 1.35 1.35 1.35 1.35

3 month2 1.36 1.35 1.35 1.35 1.35

Consensus 1.36 1.42 1.52 1.65

6 month2 1.36 1.35 1.35 1.35 1.35

12 month2 1.39 1.40 1.40 1.40 1.40
1 5:00 p.m. (CET)  2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

3y T-bond2 1.85 2.2 2.3 2.5 2.6

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

5y T-bond2 2.58 3.0 3.1 3.3 3.4
10y T-bond2 3.57 4.0 4.1 3.8 3.9

Consensus 3.16 3.38 3.51 3.94
1 5:00 p.m. (CET) 2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

of debt (the FX share is decreasing, domestic players are gaining ground, etc.) 
is favourable. Its risk profile is improving, providing room for rating upgrades. 

Financial market outlook
In July, the Monetary Council very likely ended its three-year easing cycle, tak-
ing the benchmark interest rate to a historic low of 1.35% and pledging to keep 
it there for an extended period of time, even as the Fed starts tightening its mon-
etary policy. Since then, the short-term interbank rates have dropped and the 
shorter end of the LCY yield curve has followed the downward trend as well. 
However, the long end remained unusually stable despite some foreign inves-
tors exiting the HGB market. Although still at elevated levels and considerably 
higher than in regional peer markets, non-resident holdings are now at a three-
year low, which is highly welcomed by policy makers. On the other hand, the 
yield premium over the 10y US Treasury and the 10y German Bund along with 
CDS spreads was somewhat higher at the time this report was being written; but 
this was mainly due to the latest broad-based jitters surrounding China. The de-
gree of HUF depreciation against the euro in Q3 up until mid-September was 
slightly lower than that of other currencies of the CEE region. The implied volatil-
ity observed in EUR/HUF spot prices remained above the average of 2015, but 
is still moderate compared to previous years. 
In our assessment, these financial market developments are clearly in line with the 
central bank’s other explicit goals besides price stability. These are to depreciate 
the forint to boost exports, to reduce foreign ownership of public debt in order to 
reduce external vulnerability and not least to increase the odds of a possible up-
grade to investment grade status. And the market is well aware of this. In other 
words, as long as the monetary policy is more focused on a weaker HUF, there 
is broad acceptance that rates will not go up for a long time. Consequently, we 
think that the short end of the curve will remain fairly well anchored until 2017 
when the first rate hike may come according to our baseline scenario. And, of 
course, the investment grade status that is likely to come within three to six months 
would be supportive, but together with the Fed’s tightening, we do not see room 
for the HUF to appreciate significantly. However, it is worth mentioning that ex-
treme fluctuations in EUR/HUF could have a negative impact on Hungary’s debt-
to-GDP ratio, meaning that the room for currency devaluation is somewhat lim-
ited. Overall, we will see more and more selling pressure in the longer matur-
ities, with HUF trading between 310 and 315 per euro until the end of 2015. 
Next year, this weakening trend may even take EUR/HUF towards 320 by year-
end 2016. 

Financial analysts: Zoltán Török, Gergely Pálffy, Raiffeisen Bank Zrt., Budapest
Stephan Imre, RBI Vienna
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Return of convergence

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 163.5 160.8 156.9 154.7 164.8 174.7 186.5

Real GDP (% yoy) 2.0 -0.8 -0.5 2.0 4.3 2.4 2.4

Industrial output (% yoy) 5.9 -0.8 -0.1 4.9 5.8 4.9 3.5

Unemployment rate (avg, %) 6.7 6.8 7.7 7.7 6.5 6.1 5.9

Nominal industrial wages (% yoy) 3.5 3.2 1.0 2.9 3.4 5.0 4.9

Producer prices (avg, % yoy) 5.6 2.1 0.8 -0.8 -2.7 2.0 2.1

Consumer prices (avg, % yoy) 1.9 3.3 1.4 0.4 0.4 1.6 2.0

Consumer prices (eop, % yoy) 2.4 2.4 1.4 0.1 n.v. n.v. n.v.

General budget balance (% of GDP) -2.9 -4.0 -1.3 -2.0 -2.1 -1.5 -1.6

Public debt (% of GDP) 41.0 45.6 45.8 42.6 40.5 39.9 39.9

Current account balance (% of GDP) -2.1 -1.6 -0.5 0.6 1.0 1.1 -0.4

Official FX reserves (EUR bn) 31.1 34.0 40.8 44.9 62.6 89.8 93.0

Gross foreign debt (% of GDP) 54.8 60.2 63.5 66.6 65.3 64.6 62.4

EUR/CZK (avg) 24.6 25.1 26.0 27.5 27.3 26.8 26.1

USD/CZK (avg) 17.7 19.6 19.6 20.8 24.6 24.6 21.3

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  Czech economy returns to convergence
  Infl ation tumbles under oil slump
  EUR/CZK close to 27.0 until H2 2016 
  Market speculating about CZK strengthening, boding well for CZGB demand

Economic outlook
The Czech economy has returned to convergence towards the euro area and is 
enjoying robust economic growth, visible in all sectors. The economic expansion 
accelerated to 4.4% in Q2, up from 4.0% in Q1, making the Czech economy 
one of the fastest growing economies in Europe. Moreover, gross value added 
advanced to the fastest pace since 2008 (3.8% yoy).
Further increases in manufacturing, strengthening domestic demand and inten-
sified investment activities make up the backbone of the Czech Republic’s eco-
nomic prosperity. The healthy external balance, peaking consumer confidence 
and the labour market – with employment reaching pre-crisis levels – further re-
flect the country’s flourishing well-being. Even the construction sector, which suf-
fered substantial losses in previous years, is clearly accelerating, supported by 
the drawing of EU funds, among other factors. In 2015, EU funds are making a 
signifi cant contribution to economic growth, as the utilisation of funds from the 
last programme must be finished before the end of the year. Therefore, we expect 
GDP to grow robustly by 4.3% yoy in 2015. However, in 2016 lower EU fund 
inflows, the higher base effect and accumulated production stocks will probably 
result in a deceleration of GDP growth to 2.4% yoy.
While the current bright economic outlook is pleasing, inflation and the delayed 
wage increase are cause for concern among the CNB board members. In the 
third quarter, inflation declined to 0.3% yoy, dragged down by the sharp drop 
in oil prices during the summer months. Inflation excluding fuel prices slowed to 
0.8% yoy. Thus, depending on the ability of commodity prices to rebound, the 
path to the 2% infl ation target may be prolonged (or shortened). We expect in-
flation to reach 2% in Q3 2016, while the CNB forecast does not see inflation 
near its target before 2017. The improving labour market conditions have al-
ready started to be reflected in faster nominal wage growth (from 2.2% in Q1 
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Exchange rate forecasts

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
CZK 27.07 27.10 27.10 27.00 26.40

Cons. 27.10 27.10 27.00 27.00

USD/
CZK 23.79 25.81 25.81 25.00 23.57

Cons. 25.23 25.65 25.75 25.71
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

Key rate 0.05 0.05 0.05 0.05 0.05

Consensus 0.05 0.05 0.05 0.10

1 month2 0.20 0.03 0.03 0.05 0.05

3 month2 0.31 0.04 0.10 0.10 0.10

Consensus 0.31 0.32 0.32 0.34

6 month2 0.38 0.05 0.10 0.20 0.20

12 month2 0.47 0.13 0.15 0.30 0.40
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

2y T-bond -0.33 -0.1 -0.1 -0.1 0.3

Consensus 0.0 0.1 0.2 0.3

5y T-bond 0.01 0.4 0.4 0.7 0.8
10y T-bond 0.78 0.9 0.9 1.1 1.5

Consensus 1.1 1.3 1.4 1.5
1 5:00 p.m. (CET) 
Source: Bloomberg, RBI/Raiffeisen RESEARCH

to 3.4% yoy in Q2). According to our estimates, wage acceleration to 4% yoy 
should come at the turn of the year from 2015 to 2016.

Financial market outlook
The FX intervention regime of the Czech National Bank (CNB) aimed at keeping 
EUR/CZK above the 27.0 level remains in place. As the economy clearly returned 
to convergence, the market pressure on the FX fl oor intensifi ed, and the CNB was 
pushed to intervene on the FX market. As speculation about CZK grew stronger, gov-
ernment bond yields in the one-year maturity segment fell to around -1% and short-
term money market swap rates moved even lower amidst volatile trading. The cur-
rent speed of the build-up of FX reserves is not dramatic; but we are still roughly one 
year ahead of the anticipated exit from the current regime. Nevertheless, the cur-
rent level of FX reserves at 1/3 of GDP is far from dramatic. If the FX reserves were 
to increase as fast as seen recently we would get to 1/2 of GDP by mid-2016. That 
should not be a serious obstacle for the CNB. But as we get closer to the exit, the 
situation could become wilder and the magnitude of the CNB’s intervention may in-
crease. There is no explicit CNB pain threshold for the FX reserves. Nevertheless, 
we cannot rule out the possibility that in the event of strong market speculation, the 
CNB will try to use other monetary tools, but we do not really expect the bank to ex-
ercise this option. With inflation remaining stubbornly low, the CNB will not allow 
appreciation, as inflation is the key target. Our inflation forecast, which is based on 
a gradual recovery in oil prices, assumes that inflation will reach the 2% target by 
the end of Q3 2016. We are sticking to our expectation that the CNB will let CZK 
appreciate to below EUR/CZK 27.0 in Q3 2016 and will not allow strong appreci-
ation. However, we do not believe that the process will be smooth and without sur-
prises. The surprise might come in terms of the magnitude of the short-term CZK ap-
preciation or in the timing. The fact that the CNB is active on the market increases 
the uncertainty of the consequences for EUR/CZK after the exit. We definitely ex-
pect strong volatility when that time comes. Therefore, we certainly find FX hedging 
for that time period to be a reasonable option. 

Given the unexpectedly strong economic activity, low inflation, relatively sound fis-
cal policies and lack of pressure from Bunds, CZGB yields remained depressed. 
The expected CZK appreciation makes CZK-denominated assets even more attrac-
tive. The government faces extremely favourable financing conditions issuing short-
end bonds with negative yields. We expect the 10y–10y CZGB spread over Ger-
man Bunds to vanish during H1 2016, and it could even temporarily enter slightly 
negative territory.

Financial analysts: Daniela Miluèká, Helena Horská, Raiffeisenbank a.s., Prague
Stephan Imre, RBI Vienna
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Real GDP (% yoy)

  Resurrection of construction sector 
  New automotive factory to raise growth in 2018 
  Infl ation to be dampened by VAT decrease in 2016

Key economic fi gures and forecasts*

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 70.2 72.2 73.6 75.2 77.7 80.9 85.5

Real GDP (% yoy) 2.7 1.6 1.4 2.4 3.3 3.5 3.5

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

Unemployment rate (avg, %) 13.4 13.9 14.2 13.2 11.5 10.8 10.1

Nominal industrial wages (% yoy) 3.6 4.0 3.6 5.1 2.5 3.5 4.5

Producer prices (avg, % yoy) 2.6 3.9 -0.1 -3.5 -3.6 0.0 2.0

Consumer prices (avg, % yoy) 3.9 3.6 1.4 -0.1 -0.2 0.7 2.5

Consumer prices (eop, % yoy) 4.4 3.2 0.4 -0.1 0.0 1.2 2.5

General budget balance (% of GDP) -4.1 -4.2 -2.6 -2.9 -2.5 -1.9 -0.9

Public debt (% of GDP) 43.4 52.1 54.6 53.6 53.4 52.8 51.9

Current account balance (% of GDP) -5.0 0.9 1.5 0.1 -0.9 -0.6 -0.5

Gross foreign debt (% of GDP) 75.2 70.5 81.1 90.1 94.1 88.6 76.0

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

Slovakia’s GDP growth reached 3.2% yoy in Q2 2015, with quarterly growth of 
0.8% qoq, which is the same as in Q1 2015. The growth was mainly driven 
by domestic demand, while exports continue to exhibit quite strong real growth. 
In Q2 2015, private consumption rose by 2.3% yoy, which is clearly below the 
wage base (+4.5%). Households are continuously increasing the savings rate, 
which has been limiting consumption growth in the last few years. We expect an 
acceleration of private consumption growth to 2.5% yoy in 2016 and 3% yoy in 
2017. Domestic demand was mainly fuelled by investment growth (10% yoy), es-
pecially in the public sector (+80% yoy). This unprecedented boom in public in-
vestments can be attributed to the rush to utilise EU funds from the programming 
period of 2007–2013. Thanks to the withdrawal of EU funds combined with the 
revival of real estate projects, we are seeing lively activity in the construction sec-
tor. Construction output reached a record high level of growth (26% yoy) in June 
and stands at 11.2% ytd.
However, the strong base effect of investments will negatively affect GDP growth 
in 2016. In our opinion, even the new investment of Jaguar Land Rover will not 
be able to offset the freefall in public investments. Therefore, we expect GDP 
growth to come in at 3% yoy in 2016. Concerning the investment of Jaguar Land 
Rover and GDP growth, a tangible increase in the domestic product should be 
visible mainly in the production phase of the new plant starting in 2018. 

Consumer infl ation bottomed out in February 2015 (-0.5% yoy) and is very slowly 
rising. It will likely reach +0.1% yoy in December 2015. Well-known factors such 
as low oil prices and decreasing energy prices will keep consumer prices at a 
low level in 2016 as well. Added to this is the VAT decrease on specific food cat-
egories from 20% to 10% starting from the beginning of 2016. Therefore, infla-
tion is expected to reach an average level of about 0.7% in 2016. Similarly, core 
inflation will also be dampened and the average value will likely be 1% in 2016.

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

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 36.9 36.0 36.1 37.2 38.3 39.9 41.4

Real GDP (% yoy) 0.6 -2.6 -1.0 2.6 2.4 2.3 1.8

Industrial output (% yoy) 2.1 -0.7 -1.1 1.4 2.3 2.0 n.v.

Unemployment rate (avg, %) 8.2 8.9 10.1 9.8 9.6 9.3 n.v.

Nominal industrial wages (% yoy) 2.7 3.7 0.5 0.5 1.5 2.0 n.v.

Producer prices (avg, % yoy) 3.8 1.0 0.3 -1.1 0.5 1.7 n.v.

Consumer prices (avg, % yoy) 1.8 2.6 1.8 0.2 0.3 1.5 2.1

Consumer prices (eop, % yoy) 2.0 2.7 1.5 0.3 0.5 1.2 n.v.

General budget balance (% of GDP) -6.6 -4.0 -14.9 -4.6 -3.5 -3.1 n.v.

Public debt (% of GDP) 46.9 54.0 73.0 80.0 82.0 81.2 n.v.

Current account balance (% of GDP) 0.2 2.7 5.6 5.8 6.5 6.0 5.0

Gross foreign debt (% of GDP) 108.8 113.5 110.7 110.1 109.6 106.4 n.v.

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

Slovenia

Better growth in the past and future 

  More balanced growth in Q2 as private consumption demand gets stronger 
  Infl ation still in negative territory, but positive trend already visible 
  Banking sector outlook stable, as major clean-up work completed 
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Forecast

Forecast

In Q2, the Slovenian economy grew for the seventh quarter in a row. In addition, 
last year’s economic growth was revised up to 3.0% from 2.6%. Headline GDP 
in Q2 increased by 2.6%, similar to Q1 with 2.8%. From the beginning, the re-
covery had been overwhelmingly driven by exports, but this quarter, domestic 
demand finally made a more significant contribution for the first time, increasing 
by 1.8% yoy. A more balanced growth pattern is welcomed and we hope that 
this trend will continue in the coming quarters. So far, our growth expectations 
remain unchanged at 2.4% this year and 2.3% next year, but we see the risk as 
being more on the upside. With exports powering on, the trade and current ac-
count surpluses increased further, the former to EUR 1.5 bn and the latter to an 
impressive EUR 2.7 bn. While the economic outlook is rather upbeat, the unem-
ployment rate remains high at 12%. Thus, not surprisingly, nominal wage growth 
is still quite weak, hovering slightly above zero. The infl ation rate is still in nega-
tive territory, coming in at -0.3% yoy in August (-0.6% yoy HCPI), but an upward 
trend is already visible, so we expect the rate to break even towards the end of 
the year. The minister of finance believes the country is on the way to meeting its 
fiscal target of a 2.9% deficit – below the important line of 3% of GDP. 

According to Moody’s, the Slovenian banking system will return to profits after 
five years of loss-making. However, the rating agency stated that the share of 
non-performing loans is still very high, only dropping to a 25% share for three 
rated banks. Deleveraging is continuing and loan-to-deposit ratios are improving. 

Financial analyst: Andreas Schwabe, CFA, RBI Vienna
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Modest recovery to continue, all eyes on fi scal metrics

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 44.7 44.0 43.5 43.0 43.3 44.1 45.6

Real GDP (% yoy) -0.3 -2.2 -1.1 -0.4 0.5 1.0 1.5

Industrial output (% yoy) -1.2 -5.5 -1.8 1.2 1.5 2.5 3.4

Unemployment rate (avg, %) 13.7 15.9 17.3 17.3 16.5 16.2 16.0

Nominal industrial wages (% yoy) 1.3 1.9 1.7 1.5 1.5 1.8 2.0

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

Consumer prices (avg, % yoy) 2.3 3.4 2.2 -0.2 0.0 1.4 2.3

Consumer prices (eop, % yoy) 2.1 4.7 0.3 -0.5 0.5 1.8 2.0

General budget balance (% of GDP) -7.5 -5.3 -5.4 -5.7 -5.4 -5.0 -4.5

Public debt (% of GDP) 63.7 69.2 80.8 85.1 90.5 93.7 95.4

Current account balance (% of GDP) -0.8 -0.1 0.8 0.7 0.9 0.7 0.4

Official FX reserves (EUR bn) 11.2 11.2 12.9 12.7 12.6 12.7 12.5

Gross foreign debt (% of GDP) 103.7 103.0 105.7 108.5 114.4 114.3 113.1

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

USD/HRK (avg) 5.35 5.85 5.71 5.76 6.87 7.03 6.25

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  Start of modest recovery confi rmed
  Structural problems still overshadow sustainable economic growth
  Increased social sensitivity ahead of parliamentary elections ignores weak fi scal metrics
  Refi nancing needs (probably) met, but uncertainties remain

Croatia

Economic outlook
Final Q2 GDP figures confirmed that the modest recovery gained momentum. 
One encouraging fact is the continued, solid growth in exports and, finally, posi-
tive growth in gross fixed investments, which lost more than 30% of its real value 
during the period of crises. Therefore, the slow market restructuring of the private 
sector and a shift towards foreign demand will continue to be one of the main 
growth drivers in the upcoming quarters. Moreover, 2015 is turning out to be the 
most successful tourism year ever. Positive effects have spilled over into house-
hold sentiment and final consumption, which will show mild but positive growth 
rates for the rest of the year (up to 1%). The latter is confirmed by the high-fre-
quency indicators, which are pointing to a further improvement in household con-
sumption, influenced not only by tourism and the low base, but also by the higher 
disposable income and the lack of any inflationary pressures. 
The positive economic data should nevertheless be treated with caution as they 
obscure the reality in the Croatian economy and its structure, which has not 
changed since the beginning of the recession. Moreover, recent positive trends 
actually reduce incentives for the needed structural changes, especially in the 
public sector, which has remained too big and too inefficient over the years. 
Weak fiscal metrics and the reluctance of policymakers to tackle the structural 
problems still overshadow sustainable growth. In the short run, if the status quo 
is maintained, it will become evident that the high fi scal defi cit and further in-
crease in public debt are causing justifi ed concerns about debt sustainability. 
However, considering the upcoming autumn elections, it would not be surprising 
to see some public (infrastructural) investment and further growth in government 
consumption, which is completely against the Excessive Deficit Procedure recom-
mendations, but is in line with the practice of collecting parliamentary votes. If 
this scenario materialises, we will be forced to revise our forecast upwards.
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EUR/HRK: 5y high 7.72, 5y low 7.18
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HRK yield curve (%)*
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Exchange rate forecasts

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
HRK 7.63 7.70 7.68 7.60 7.65

Cons. 7.63 7.63 7.62 7.62

USD/
HRK 6.71 7.33 7.31 7.04 6.83

Cons. 7.09 7.10 7.12 7.14
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

3y T-bond 3.18 3.5 3.2 3.1 3.1

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

5y T-bond 3.28 3.7 3.5 3.5 3.5
10y T-bond 4.03 4.3 4.4 4.5 4.6

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

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

1 month2 2.06 1.50 1.30 1.20 1.30

3 month2 2.04 1.60 1.40 1.30 1.50

Consensus 0.95 0.96 0.98 1.03

6 month2 1.96 1.70 1.60 1.50 1.60

12 month2 2.09 1.90 1.70 1.70 2.20
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Financial market outlook
The 10-year sovereign bond issuance realised in July finally extended the pure 
HRK curve and, together with the credit lines it substantially improved the state’s 
liquidity position by accumulating deposits on the CNB account. As we have 
grown accustomed to, the summer bond issuance together with the usual outflow 
of cash from the system put some pressure on money market rates, which reached 
levels last seen in October 2013. In these circumstances, and considering the rel-
atively poor returns on T-bills, we were not surprised to see significantly lower 
banking sector demand at the T-bill auctions. Nevertheless, the comfortable cen-
tral government liquidity position allowed the central government to keep yields 
at historically low levels, at least for now. In the meantime, volatility on the FX 
market remains extremely low with really modest appreciation pressures on the 
kuna. Therefore, the EUR/HRK rate remained above 7.54, widely supported by 
corporate FCY demand and justified expectations of HRK weakening.
It looks like the last quarter will be exciting primarily because of the forced con-
version of CHF loans into EUR-linked ones. This could signifi cantly impact mar-
ket forecasts for short-term interest rates, T-bills yields and, fi nally, FX estimates. 
Furthermore, the cost for the whole banking system is estimated at around HRK 8 
bn and the currency position will be affected as well. Namely, in order to meet 
the balanced currency position, banks have to buy euros (estimated at EUR 1 bn), 
which implies stronger upward EUR/HRK movement. Due to the CNB‘s strong 
commitment to exchange rate stability, it could lead to the reduction of FX re-
serves for the whole or a substantial part of its amount. Therefore, in addition to 
the usual seasonal HRK weakening as the tourist season ends, depreciation pres-
sure on the HRK could intensify.
In the baseline scenario, we anticipate slow growth in HRK liquidity within the fi-
nancial system and a return of interest rates to lower levels. However, direct gov-
ernment intervention in the contractual relationship between banks and clients 
creates considerable uncertainties, which might quite quickly change the market 
trends. On the other hand, T-bills yields are expected to remain at current levels, 
additionally supported by the favourable cash position of the central government. 
But, in the event of further market uncertainties and/or increasing short-term in-
terest rates,  we do not exclude some upward movements on yields which could 
spill over to long-term securities on secondary markets. However, we should point 
out that the parliamentary elections are too close, the temporary financing plan 
for Q1 2016 has to be passed, and more than HRK 6 bn of T-bills will have to 
be settled.

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

Positive trends, but risks on domestic front are building

Budget balance and public debt

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 133.3 133.8 144.3 150.0 158.2 169.2 183.3

Real GDP (% yoy) 1.1 0.6 3.4 2.8 3.5 3.5 3.0

Industrial output (% yoy) 7.5 2.4 7.9 6.1 3.0 5.0 5.0

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

Nominal industrial wages (% yoy) 6.7 4.6 4.2 6.5 7.0 7.0 5.4

Producer prices (avg, % yoy) 7.1 5.4 2.1 -0.1 -1.5 2.1 3.0

Consumer prices (avg, % yoy) 5.8 3.3 4.0 1.1 -0.5 -0.2 2.7

Consumer prices (eop, % yoy) 3.1 5.0 1.6 0.8 -0.5 1.5 2.8

General budget balance (% of GDP) -5.3 -2.9 -2.2 -1.5 -2.0 -3.0 -2.3

Public debt (% of GDP) 34.2 37.3 38.0 39.8 39.8 40.6 40.5

Current account balance (% of GDP) -4.6 -4.5 -0.8 -0.5 -1.0 -2.0 -2.5

Official FX reserves (EUR bn) 33.2 31.2 32.5 32.2 32.0 33.0 34.5

Gross foreign debt (% of GDP) 75.0 75.4 68.0 62.8 59.4 58.5 57.3

EUR/RON (avg) 4.24 4.46 4.42 4.44 4.45 4.42 4.35

USD/RON (avg) 3.05 3.47 3.33 3.35 4.01 4.06 3.55

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

  GDP growth driven by domestic demand, temporary negative contribution from agriculture 
  Negative/low infl ation prints until December 2016 mainly due to VAT rate cuts
  Liquidity management as main monetary policy tool while key rate is to remain unchanged
  Deteriorating fi scal outlook adds to Fed tail risks, underscoring our bearish outlook for ROMGBs

Economic outlook
Following a much better than expected performance in Q1, real GDP growth in 
Q2 (0.1% qoq, 3.3% yoy) came in below expectations. The contraction of ex-
ports and of gross value added in industry provided a negative surprise. Other-
wise, both private consumption and gross fixed capital formation remained on 
an upward trend in Q2. We expect domestic demand (consumption and invest-
ments) to keep growing in the coming quarters, supported by improving confi-
dence, a rapid increase in real disposable income (rising employment, fast wage 
growth in the private and the public sectors, VAT rate cuts), low interest rates and 
lower corporate taxes. Drought conditions have materialised, but estimating the 
implied decline in the agricultural output is quite difficult. The contraction in ag-
riculture will likely weigh on GDP growth in Q3 and Q4. Therefore, in order to 
get a good picture of the performance of the economy in these quarters, the fo-
cus should be on the dynamics of real GDP excluding agriculture. In order to ac-
count for a negative contribution of agriculture, we have reduced our forecast for 
GDP growth in 2015 from 4.0% to 3.5%. A decline in agricultural output of more 
than 10%, a failure of exports to rebound in H2 and a postponement of consump-
tion until Q1 2017 in anticipation of VAT rate cuts are key downside risks to our 
new GDP forecast for 2015.
The final version of the new Fiscal Code still targets important tax cuts over the 
next two years (2016–2017). Compared with the initial version (in which all tax 
cuts were planned for 1 Jan 2016), the new version of the Fiscal Code will gen-
erate lower upside pressures on the public budget deficit in 2016. However, we 
still see chances for the deficit to climb towards 3.0% of GDP if wages in the pub-
lic sector are increased aggressively. This issue is on the agenda of the govern-
ment, and the local and parliamentary elections scheduled for next year increase 
the chances that it will materialise. Wages in the healthcare sector will be hiked 
by 25% in October of this year.
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Exchange rate forecasts

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
RON 4.42 4.45 4.40 4.45 4.40

Cons. 4.42 4.41 4.40 4.41

USD/
RON 3.89 4.24 4.19 4.12 3.93

Cons. 4.15 4.21 4.23 4.22
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

Key rate 1.75 1.75 1.75 1.75 1.75

Consensus 1.80 1.80 1.85 2.05

1 month2 1.37 1.35 1.55 1.70 1.70

3 month2 1.45 1.65 1.70 1.75 1.75

Consensus 1.23 1.33 1.53 1.76

6 month2 1.65 1.75 1.80 1.80 1.80

12 month2 1.73 1.75 1.85 1.85 1.85
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

3y T-bond2 1.93 1.9 2.0 2.3 2.4

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

5y T-bond2 2.64 2.8 3.0 3.2 3.5
10y T-bond2 3.74 3.9 4.2 4.4 4.5

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 is expected to remain deeply in negative territory until 
May 2016 and at a low level until December 2016. Gradual cuts in the VAT rate 
(from 24% to 9% for foods in June 2015 and from 20% to 19% for remaining 
products in January 2016) are key factors for the negative/low inflation prints ex-
pected to be recorded until December 2016. However, we expect the annual in-
fl ation rate to spike towards 2.5%–3.0% yoy at the beginning of 2017 once the 
favourable statistical base effect stemming from the cuts in the VAT rate have fully 
disappeared. We expect the central bank (NBR) to place low emphasis on the dy-
namics of the headline inflation rate (which is very much depressed by temporary 
favourable supply side shocks) and to focus on persistent inflationary pressures. 
These are below the historical trend, but not so low as to allow the central bank to 
cut the monetary policy rate to below 1.75%. For instance, the HICP excluding en-
ergy and unprocessed food advanced by 1.8% yoy in August when assuming that 
indirect taxes would have remained unchanged. Rapid increases in domestic de-
mand and wage earnings are also arguments against a key rate cut. However, the 
NBR can take advantage of prolonged negative annual inflation prints and low for-
eign interest by refraining from sterilising the liquidity surplus from the money mar-
ket, which is expected to be boosted in Q4 by significant government spending. 
In this case, money market interest rates would continue to trade below the key 
rate. The preservation of positive sentiment towards RON assets among investors 
is essential in allowing the central bank to leave the liquidity in the market over the 
next few quarters. However, US monetary policy moves may have only a moder-
ate impact on exchange rate dynamics, since the BNR should be capable of man-
aging fluctuations.

The delay of the Fed lift-off to December at the earliest along with the increasing 
likelihood of a flatter US base rate trajectory prompted us to soften our fairly bear-
ish view on the RON debt market. Assuming that excess liquidity will remain in the 
system due to decreasing Fed tail risks in the very short term, the front end of the 
ROMGB curve will likely remain well anchored. A moderately bearish view on the 
back end of the RON yield curve remains justifi ed in our view, though, since the ex-
pected adverse spillovers from US monetary policy tightening were only delayed. 
Even assuming only moderate effects on ROMGBs, the risk-reward picture is deteri-
orated due to rising fiscal and political risks in combination with the uncertainty re-
garding future IMF cooperation.

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

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 40.1 40.9 41.0 42.0 43.6 45.5 47.9

Real GDP (% yoy) 2.0 0.5 1.1 1.7 2.0 2.1 3.0

Industrial output (% yoy) 5.8 -0.4 -0.1 1.9 2.4 3.1 4.2

Unemployment rate (avg, %) 11.3 12.3 12.9 11.4 11.0 10.7 9.8

Nominal industrial wages (% yoy) 10.1 11.5 0.9 0.9 2.0 2.1 3.0

Producer prices (avg, % yoy) 9.4 4.2 -1.4 -1.2 0.5 2.4 2.5

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

Consumer prices (eop, % yoy) 2.8 4.2 -1.6 -0.9 1.0 2.0 3.0

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

Public debt (% of GDP) 16.3 18.5 19.0 27.1 28.5 29.5 30.0

Current account balance (% of GDP) 0.1 -0.8 1.8 0.0 3.9 -0.8 -3.4

Official FX reserves (EUR bn) 13.3 15.6 14.4 16.5 18.2 20.2 21.2

Gross foreign debt (% of GDP) 90.5 92.1 90.0 94.7 92.9 91.5 85.6

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

USD/BGN (avg) 1.41 1.52 1.47 1.47 1.76 1.79 1.60

Source: Thomson Reuters, wiiw, Raiffeisen RESEARCH

The municipal elections in October will likely confirm the current political setting. 
As a result, the government is expected to remain stable in the medium term. The 
external environment, however, is getting more and more complicated. In addi-
tion to the military conflicts in Ukraine and the Middle East, the economic strain 
in Greece and the political turbulence in Turkey, the inflow of refugees to the west-
ern neighbouring countries of Macedonia and Serbia is escalating dramatically. 
Despite the turbulent external environment, real GDP again grew faster than an-
ticipated in Q2 2015, increasing by 2.4% yoy. As expected, the main drivers 
were net exports, which made a contribution of 1.1pp, and investment activ ity, 
which provided a boost of 0.8pp. Against this backdrop, the rise in household 
consumption remained moderate, contributing only 0.3pp to the GDP dynamics. 
The low energy prices, the weak euro, the cheaper money and the accelerated 
recovery of the euro area are expected to provide more stimulus for exports than 
for imports. Therefore, net exports are projected to further bolster the GDP dy-
namics in Q4 (real GDP growth of 2.0% expected in 2015). Otherwise, better 
capacity for the absorption of EU funds and lower interest rates on business loans 
will encourage investments in Q4 2015 and Q1 2016, whereas household con-
sumption is projected to increase slightly. The ongoing improvement of the labour 
market (9.9% eop unemployment rate in Q2) and public finance (BGN 0.5 bn 
budget surplus through July) is expected to continue at a moderate pace this year 
and in H1 2016, reflecting the positive GDP dynamics.
Conditions remained positive in the banking sector. The expected negative ef-
fects on the banking sector and the economy due to the financial tensions in 
Greece proved to be exaggerated. In particular, Greek-owned banks are main-
taining high capital adequacy and are not dependent on financing from parent 
banks and the Greek government for the most part. 

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

  Net exports turn positive due to low oil prices and the weak euro 
  Improving investment activity contributing to GDP growth 
  Positive labour market and public fi nance developments
  Banking sector remains stable despite fi nancial tensions in Greece
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Economy moving out of recession amidst public sector reforms

Serbia

  2nd IMF review pushes for redundancy programmes
  Surprisingly robust monetary policy easing a function of the economic upturn
  Yields still on a downtrend, backed by the IMF deal and good economic outlook
  EUR/RSD remains steady regardless of Chinese yuan depreciation
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Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 33.4 31.7 34.3 33.1 33.9 35.6 37.6

Real GDP (% yoy) 1.4 -1.0 2.6 -1.8 0.0 2.5 3.0

Industrial output (% yoy) 2.1 -2.9 5.5 -6.5 3.5 5.0 6.5

Unemployment rate (avg, %) 23.0 23.9 22.1 22.0 19.8 22.0 19.0

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

Producer prices (avg, % yoy) 14.2 5.6 3.6 1.3 2.0 3.0 3.5

Consumer prices (avg, % yoy) 11.3 7.8 7.8 2.9 1.4 4.0 4.5

Consumer prices (eop, % yoy) 7.0 12.2 2.2 1.7 3.0 4.5 4.5

General budget balance (% of GDP) -4.8 -6.8 -5.5 -6.6 -3.7 -3.7 -3.0

Public debt (% of GDP) 44.2 55.9 58.8 68.8 74.0 78.5 81.3

Current account balance (% of GDP) -8.6 -11.5 -6.1 -6.0 -4.5 -5.6 -5.6

Official FX reserves (EUR bn) 12.1 10.9 11.2 9.9 10.9 12.0 13.0

Gross foreign debt (% of GDP) 72.2 81.1 75.4 78.6 80.1 77.5 74.4

EUR/RSD (avg) 102.0 113.0 113.1 117.3 120.9 123.3 125.4

USD/RSD (avg) 73.3 88.0 85.2 88.5 108.9 113.1 102.4

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

In spite of the electricity price hike (12%), CPI fell short of expectations (August: 
2.1% yoy) supported by low oil prices, weak euro area CPI and the stable EUR/
RSD. The lower CPI fuelled forceful NBS key rate cuts, which were also a function 
of the economic upturn. One more cut (by 50bp) could be in the pipeline, but the 
easing cycle is coming to an end, changing the trend from Q2 2016 due to CPI 
growth. Despite the public savings agenda, the economy moved into positive ter-
ritory not only because o f the base effect and full capacity utilisation in the energy 
sector, but also due to foreign direct investments and exports. The latter two fac-
tors will support economic growth in 2016 as well. Current account narrowing, 
ample RSD liquidity at commercial banks, and the economic recovery were sup-
portive for EUR/RSD stability. We expect moderate depreciation in Q4 amidst the 
shift in the Fed’s monetary policy and traditional foreign debt repayments.
The IMF did not approve the public sector wages/pensions hike, but the third re-
view at end-November might encounter the hike that would take effect in 2016, 
aiming to support the economy amidst the public sector layoffs. The Fiscal Coun-
cil believes that the measure will not be supportive for the public debt growth tra-
jectory in the medium term. Following the robust growth in H2 2015, public debt 
will slow down the pace in Q4 after the almost entire outstanding T-bill portfolio 
has been refinanced. The debt/GDP ratio will undershoot the initial estimates top-
ping at 74% in 2015. Besides, the nice budget performance has added to this, 
with the new budget deficit/GDP forecast being cut to 3.7% in 2015 from the in-
itial 6%, including the capital expenditures and redundancy programmes to be 
delivered in Q4. Yields on shorter-dated T-bill maturities are still going south to-
wards the reverse repo rate (3.08%). We only see the trend reverting from mid-
2016 as the IMF SBA, the nice fiscal performance, and the good economic out-
look are providing a good anchor for investors.

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

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 13.2 13.2 13.4 13.8 14.3 15.1 16.0

Real GDP (% yoy) 1.0 -1.2 2.5 0.8 2.0 3.0 3.0

Industrial output (% yoy) 5.6 -5.2 6.7 0.1 4.0 6.0 8.5

Unemployment rate (avg, %) 27.6 28.0 27.5 27.5 27.0 25.0 22.5

Nominal industrial wages (% yoy) 6.8 2.2 -0.5 0.3 3.0 5.0 5.1

Producer prices (avg, % yoy) 3.8 1.3 -2.2 -0.2 0.5 1.5 2.5

Consumer prices (avg, % yoy) 3.7 2.1 -0.1 -0.9 0.2 1.5 2.5

Consumer prices (eop, % yoy) 3.1 1.8 -1.2 0.0 1.2 1.7 2.4

General budget balance (% of GDP) -1.3 -2.0 -2.2 -2.1 -2.5 -2.0 -1.0

Public debt (% of GDP) 38.9 39.7 41.5 42.7 44.6 45.0 42.5

Current account balance (% of GDP) -9.7 -9.3 -6.0 -7.7 -7.9 -7.6 -8.1

Official FX reserves (EUR bn) 3.3 3.3 3.6 4.0 4.1 4.3 4.7

Gross foreign debt (% of GDP) 66.8 63.1 62.5 63.8 62.8 62.8 59.2

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

USD/BAM (avg) 1.41 1.52 1.47 1.47 1.76 1.79 1.60

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Political stability in B&H remains elusive, as there is still confusion about how 
the situation will develop after the break-up of the coalition at the FB&H level. 
Risks to our baseline scenario seem to have materialised as the protracted polit-
ical crisis delayed several crucial economic projects/agreements, which forced 
us to slightly downgrade our expected growth rates for 2015 (e.g. real GDP 
(% yoy) from 2.5 to 2.0). Firstly, it is unlikely that B&H will manage to sign the 
new SBA with the IMF by the end of the year even though a theoretical possibil-
ity for such scenario still exists. Additionally, the expected start of the investment 
cycle in the energy sector worth EUR 2.5 bn once again has been delayed due 
to the political stalemate. As a result, we had to cut the gross fixed capital for-
mation to 4.0% yoy and governmental consumption to 2.0% yoy. On a positive 
note, the real economy, which mostly relied on external developments, is doing 
surprisingly well. Exports and export-oriented industrial production are showing 
strong growth, expanding by 4.1% yoy and 2.0% yoy in the period January – 
July 2015. Retail trade data also indicate that private consumption is on an ex-
pansion course, despite the fact that labour market statistics still paint quite a de-
pressing picture (unemployment rate in H1 2015 stands at 27.7%). All in all, 
the B&H economy this year will not change its pattern from exports to an invest-
ment-driven economy as was expected before. Therefore, with exports and pri-
vate consumption as its main drivers, real GDP for this year is expected to reach 
2.0% yoy. As for the following years, the positive outlook remains in place es-
pecially in terms of external developments, which will keep exports and manu-
facturing growing. Nevertheless, political developments will remain a decisive 
factor which will shape the mid-term economic framework. The latest harmonisa-
tion of the Action Plan for the reform agenda 2015/2016 between the two en-
tity governments lays a strong foundation for accelerating economic dynamics in 
the period ahead.

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

Political stalemate limits real GDP growth to 2.0% yoy in 2015

Bosnia and Herzegovina

  Exports and industry as key pillars of economic growth
  New SBA with the IMF and investments in energy sector on hold
  Positive turnaround in labour market statistics has still not yet occurred
  Outlook for accelerating economic dynamics in 2016-2017 remains positive 
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Cautiously optimistic outlook

Albania

  GDP growth still low despite four-year high in 2015
  Key interest rate to remain at historical low of 2.0%
  Underperforming tax collections, but budget defi cit remains unchanged
  Judicial system reform to start in Q4 2015
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Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 9.3 9.6 9.7 10.2 10.8 11.6 12.4

Real GDP (% yoy) 2.6 1.6 1.1 2.0 2.7 4.0 4.0

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

Unemployment rate (avg, %) 14.0 13.3 17.0 18.0 17.0 15.0 13.0

Nominal industrial wages (% yoy) 8.0 8.0 8.0 8.0 8.0 3.0 1.9

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

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

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

General budget balance (% of GDP) -3.5 -3.4 -6.0 -5.1 -4.5 -3.5 -3.0

Public debt (% of GDP) 59.4 61.5 68.0 71.6 72.0 70.0 67.5

Current account balance (% of GDP) -11.9 -9.4 -10.5 -12.6 -12.9 -12.9 -13.7

Official FX reserves (EUR bn) 1.9 2.0 2.0 2.2 2.2 2.2 2.2

Gross foreign debt (% of GDP) 53.5 57.4 65.5 67.7 69.1 68.0 65.1

EUR/ALL (avg) 140.4 139.0 140.3 140.0 140.1 139.9 139.8

USD/ALL (avg) 100.9 108.2 105.7 105.5 126.2 128.3 114.1

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

The Albanian economy grew by 2.8% in Q1 2015, supported by the production, 
industrial and services sectors. In 2015, GDP growth is expected to total around 
2.7%, which is the highest level seen in the last four years. The acceleration trend 
is expected to continue in the next two years, based on anticipated improvements 
in the business climate, external environment and financial conditions. The infor-
mal economy is estimated at around 40%, and the government started officially 
measuring it in September as part of an initiative to combat the country’s sub-
stantial informal sector. This is expected to improve competition, fight corruption, 
ease lending conditions and increase government tax revenues. 
Inflation remains low due to subdued demand and low price levels for raw mate-
rials on the international markets. The Bank of Albania could maintain an expan-
sionary monetary policy until at least H2 2016. The base interest rate is at a his-
torical low of 2.0%. Tourism and remittances had a positive impact on the reduc-
tion of the current account deficit, which declined by 30.5% yoy. However, the 
trade deficit will remain high as imports are expected to rise because of invest-
ments in large projects such as the Trans Adriatic Pipeline, Devolli hydropower 
plant and Arber Road. 
The market conditions for entering the international markets to roll over the Al-
banian Eurobond in the amount of EUR 300 mn that matures in late November 
2015 are favourable, but the government agreed to a policy-based guarantee 
of EUR 200 mn from World Bank for a loan on the international markets of EUR 
250 mn in case no new bond is issued. 
The local elections held on 21 June confirmed the left wing governing coalition 
as the winner (49 municipalities out of 61), showing strong support for the imple-
mented reforms. However, the reform of the judicial system remains one of the 
biggest challenges for the government to get the green light for the EU negotia-
tion process. This reform is expected to start in Q4 2015.

Financial analyst: Valbona Gjeka, Raiffeisen Bank Sh.a., Tirana
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Recovering after the downfall

Kosovo

  Positive economic growth
  Growth of private and public investments
  External sector at the same level as previous year
  Dialogue with Serbia continues 
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Key economic fi gures and forecasts*

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 4.8 5.1 5.3 5.4 5.6 5.9 6.2

Real GDP (% yoy) 4.0 2.5 3.4 0.9 3.0 3.0 3.5

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

Producer prices (avg, % yoy) 4.5 1.9 2.5 1.7 1.0 2.5 3.0

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

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

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

Public debt (% of GDP) 15.4 18.0 20.0 22.0 22.0 22.0 23.0

Current account balance (% of GDP) -13.7 -7.5 -6.4 -7.2 -7.3 -6.4 -8.0

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

Gross foreign debt (% of GDP) 15.0 13.8 13.1 13.0 12.5 11.9 12.0

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

The economy of Kosovo is expected to continue its growth trend during Q4 
2015. Although the expectations for growth were low at the beginning of the 
year, the developments in the first half of 2015 have proved that our expecta-
tions were too pessimistic. The economic growth during 2015 is expected to be 
at least 3%. This growth is expected to be generated by internal demand, while 
net exports will continue to have a negative impact on GDP.
The main factors that are expected to impact the growth of consumption during 
this period are the salary increase for public sector employees (the increase of 
wages in April 2014 is expected to have an impact during 2015 since the ef-
fect will be noticed during the whole year), the increase in remittances and the 
growth of consumer loans.  The growth of remittances by 18.7% through May 
2015 is very encouraging. In addition, consumer loans grew by 9.8% during the 
first half of the year.
Investments are expected to grow after the decrease of 6.5% in 2014 and make 
a 1.6pp contribution to GDP growth. Private investments, which make up roughly 
69% of all investments, are expected to increase by 4.5%. At the same time, pub-
lic investments, which constitute 31% of all investments, are projected to grow by 
11.3%. Along with new projects, the growth in public investments will likely be 
due to the realisation of projects that were planned but not realised in the prior 
year. In addition, projects of particular importance, such as the concession of 
the Brezovica tourist complex and the continuation of the work on the Pristina-
Skopje highway, are expected to affect the growth of private investment. Private 
investments will likely be driven by credit activity, which is projected to acceler-
ate due to a decline in interest rates and the facilitation of standards for loan ap-
proval by banks.  
Budget income is projected to increase by 6.5%, while budget expenditures are 
expected to grow by 7.5%. The growth in budget income will result from the 
growth of economic activity and the continuation of the fight against the infor-
mal economy.

Financial analyst: Arta Kastrati, Raiffeisen Bank Kosovo J.S.C., Priština
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Negative growth outlook for 2015, possible rebound next year 

Belarus
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Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 41.2 49.4 54.9 57.3 49.0 43.2 40.6

Real GDP (% yoy) 5.5 1.7 1.0 1.6 -4.0 0.5 2.5

Industrial output (% yoy) 9.1 5.8 -4.8 1.9 -5.0 1.0 1.5

Unemployment rate (avg, %) 0.6 0.5 0.5 0.5 1.0 1.5 2.0

Nominal industrial wages (% yoy) 59.2 93.8 35.2 20.1 15.0 15.0 12.0

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

Consumer prices (avg, % yoy) 53.2 59.2 18.3 18.1 17.0 16.0 16.0

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

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

Public debt (% of GDP) 48.5 31.3 32.5 34.1 36.0 37.0 37.0

Current account balance (% of GDP) -8.9 -2.9 -10.0 -6.6 -5.3 -6.8 -6.6

Official FX reserves (EUR bn) 4.6 4.4 3.6 2.8 2.5 2.6 2.4

Gross foreign debt (% of GDP) 63.7 51.9 51.8 57.8 62.6 68.0 62.4

EUR/BYR (avg) 7220 10747 11834 13597 18013 23817 30135

USD/BYR (avg) 5218 8360 8906 10250 16228 21850 24600

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

The Belarusian economy continues to suffer from slumping industrial output 
(-7.2% yoy), falling investments and weak retail sales (1% yoy increase), result-
ing in a significant decline in GDP (-4% yoy in Jan–Jul). The local economy is ex-
pected to end 2015 in a recession, which would be the first time in the last 20 
years. Furthermore, we are cautious regarding the economic outlook, anticipat-
ing minor growth of 0.5% yoy in 2016 and annual growth of 2–3% in the long 
term. The C/A deficit narrowed to USD 0.5 bn (1.9% of GDP) in H1 2015, 
down from USD 2.5 bn (7.1% of GDP) in H1 2014. However, the existing risks 
– i.e. further devaluation of the Russian rouble in the event of a deeper decline in 
oil prices, less demand for potash fertilisers amidst weaker economic growth in 
China, Asia and other countries, as well as the return to directed lending – could 
break the fragile balance and bring back the trade deficit of USD 0.5–1.5 bn in 
2016–2018. Administrative measures to curb inflation and the seasonal fall in 
the prices of fruits and vegetables led to a visible decline in CPI in July (0.2 mom, 
14.5% yoy). We expect annual CPI to slightly accelerate to 17% yoy by the end 
of 2015 and stay at 15% yoy in 2016. Given the negative oil price trends lead-
ing to a sharp devaluation of the Russian rouble, as well as increased imbal-
ances in external trade and on the local financial market, the Belarusian c urrency 
weakened by almost 13% during August. Rising devaluation expectations among 
households resulted in an outflow of deposits and net FX demand, but the NBB 
was able to keep interest rates stable on both deposits and loans, and only al-
lowed a slight contraction of FX reserves. Going forward, we would project a fur-
ther weakening of the Belarusian currency, stemming from persistently high re-
payment amounts on external debt in the coming years and a need to attract new 
external financing, as well as continued volatility on the commodities markets. 

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

  Economic growth suffering from negative industrial output, investments and weak internal demand
  Improvement in trade balance, but external risks remain in place
  Infl ation curbed administratively, to accelerate slightly by the end of 2015 
  BYR weakening to continue
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Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 1369.1 1558.0 1563.9 1399.0 1158.7 1212.7 1147.2

Real GDP (% yoy) 4.3 3.4 1.3 0.6 -4.0 0.0 1.5

Industrial output (% yoy) 4.7 2.6 0.3 1.7 -4.0 1.0 1.5

Unemployment rate (avg, %) 6.6 5.7 5.6 5.3 5.8 6.0 6.3

Average gross wages (% yoy) 11.5 13.9 12.5 9.0 5.5 5.5 6.0

Producer prices (avg, % yoy) 12.0 5.1 3.7 6.5 12.0 8.0 6.0

Consumer prices (avg, % yoy) 8.5 5.1 6.8 7.8 15.3 8.8 8.4

Consumer prices (eop, % yoy) 6.1 6.6 6.5 11.4 12.5 9.0 8.0

General budget balance (% of GDP) 1.5 0.4 -1.3 -1.2 -3.6 -3.5 -2.0

Public debt (% of GDP) 9.8 10.5 11.3 11.5 13.5 14.0 14.5

Current account balance (% of GDP) 5.1 3.6 1.6 3.5 5.4 6.8 5.9

Official FX reserves (EUR bn) 358.2 418.2 383.7 290.1 324.3 330.3 293.9

Gross foreign debt (% of GDP) 28.3 31.8 35.1 32.2 40.0 35.5 32.0

EUR/RUB (avg) 40.9 39.9 42.3 51.0 67.1 69.5 79.6

USD/RUB (avg) 29.4 31.1 31.9 38.6 60.4 63.8 65.0

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Economic outlook
As we expected, the GDP decline in Q2 (-4.6% yoy) was much deeper than in 
Q1 (-2.2% yoy). The recent estimates of GDP growth by the Ministry of Economic 
Development in July were also rather negative (-4.6% yoy), and we think that it 
is too early to talk about any stabilisation of the situation and are sticking to our 
forecast of a contraction of GDP by 4% in 2015. The improvement in industrial 
production in August in terms of yoy growth was not material (-4.3% vs. -4.7% 
yoy in July). At the same time, we find the deterioration in the manufacturing seg-
ment (-6.8% in August and -7.1% in July) rather disturbing, as it does not provide 
any hope for a fast recovery. We expect the negative trends in industrial produc-
tion to continue through Q3 2015 and believe that this indicator will decrease 
by 4% for the year as a whole. As funding conditions remain challenging and 
economic uncertainty persists, capital investments continue to fall at an acceler-
ating pace (-8.5% yoy). Given another wave of RUB depreciation and decreas-
ing purchasing power, we think that the recent stabilisation in the consumer sec-
tor is temporary. In addition to higher inflation, the growth of nominal wages con-
tinues to decelerate, which limits the potential of a recovery in real wages. At the 
same time, the average seasonally adjusted unemployment rate remains at the 
rather comfortable level of 5.4%. In July–August, CPI started to accelerate in the 
wake of RUB depreciation, and at the beginning of September it stood at roughly 
15.8%. Our recently revised CPI forecast for this year (up to 12.5%, with at least 
1pp resulting from pass-through effects) is in line with the CBR’s updated expec-
tations (CPI of 12–13% in 2015), and we now do not expect any rate cut until 
at least Q1 2016. A further deterioration of external conditions as well as persis-
tently high inflation expectations, the revision of tariff growth and fiscal easing 
will remain among the key risks for inflation.

The bottom is yet to be reached

  GDP decline in Q3 could be comparable to Q2
  CBR is likely to take a break in easing until at least YE 2015
  Even with oil price recovery, the balance of risks in H2 2015 will be skewed towards RUB depreciation
  We are keeping our conservative recommendation on OFZ yield curve steepening (buy 2s-sell 10s OFZs with zero DV01)

Forecast
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Russia

Exchange rate forecasts

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
RUB 74.81 68.3 65.1 68.0 72.8

Cons. 73.0 72.0 70.0 69.9

USD/
RUB 65.75 65.0 62.0 63.0 65.0

Cons. 67.7 67.0 67.0 65.4
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

Key rate 11.00 11.00 10.00 10.00 10.00

Consensus 10.0 9.1 8.5 8.0

1 month2 11.79 12.50 11.50 11.50 11.50

3 month2 11.94 12.80 11.80 11.80 11.80

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

6 month2

12 month2 11.98 12.90 11.90 11.90 11.90
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

2y T-bond2 11.46 11.20 10.90 10.90 10.90

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

5y T-bond2 11.46 11.35 11.20 11.20 11.20
10y T-bond2 11.38 12.00 11.50 11.50 11.00

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
Falling oil prices and declining global stock indices in August led to a new round of 
weakening for the rouble in line with other EM FX markets. At the peak of its weak-
ening, USD/RUB overshot 70. Despite the rather rapid decline, there was no panic 
on the Russian FX market and as oil prices began to stabilise/recover, RUB gained 
some strength. By the end of August, the RUB exchange rate returned to RUB 64 
against USD, with oil prices at USD 54 per barrel. Thereafter, RUB was fluctuat-
ing around USD/RUB 67 in the first half of September due to increased volatility 
on the commodity markets. A decline in oil prices will result in a weaker trade bal-
ance, while increasing the non-tradable deficit (against the backdrop of dividend 
payments). This, in turn, could add to the narrowing of the current account surplus 
during H2 2015. According to our estimates, capital outflows may also be smaller 
given the ability of the corporate segment to refinance most of the external pay-
ments abroad. At the same time, they are expected to be large enough to exceed 
the net inflow of FX from the current account surplus and will likely exert some neg-
ative pressure on the rouble during the rest of 2015. Nevertheless, at least some 
support for the rouble should come from a stabilisation of oil prices at around USD 
52 per barrel by year-end 2015.

In June–August, the OFZ market saw significant losses, with yields on 10y papers 
spiking by around 100bp to a range of YTM 11.5–12.0% at the beginning of Sep-
tember. The correction was driven by the RUB depreciation versus USD to above 
RUB 65 (almost in line with oil price dynamics), which had changed market ex-
pectations in favour of very moderate key rate cuts or none at all going forward. 
We feel that these expectations were fully justified, and they were ultimately also 
shared by the CBR, which decided to halt the easing cycle in September. Looking 
ahead, we expect OFZs to maintain their elevated sensitivity to USD/RUB. Our 
regression result built on pairs of 12m changes to RUB/USD and 10y OFZ yields 
shows some statistical significance. As a corollary YTM 11.5-12% for 10y OFZs 
seems adequate given the weak rouble performance during this year. The contin-
ued uncertainty surrounding US MP – we expect the Fed liftoff in December at the 
earliest according to our new baseline – is likely to keep uncertainty regarding the 
OFZ market outlook elevated. 

Financial analysts: Maria Pomelnikova, AO Raiffeisenbank, Moscow
Denis Poryvay, AO Raiffeisenbank, Moscow
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On the way to recovery

Budget balance and public debt

Source: Thomson Reuters, Raiffeisen RESEARCH

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 116.9 135.2 135.3 98.6 83.8 80.0 75.8

Real GDP (% yoy) 5.5 0.2 0.2 -6.8 -10.0 1.5 3.0

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

Unemployment rate (avg, %) 8.0 7.6 7.3 9.3 11.5 11.0 10.0

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

Producer prices (avg, % yoy) 19.0 3.6 -0.1 17.7 39.6 14.0 7.5

Consumer prices (avg, % yoy) 8.0 0.6 -0.2 12.1 53.7 14.0 12.0

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

General budget balance (% of GDP) -4.3 -5.5 -6.7 -11.0 -7.0 -5.5 -3.0

Public debt (% of GDP) 36.4 37.1 40.7 70.0 95.0 90.0 100.0

Current account balance (% of GDP) -6.3 -8.5 -9.0 -4.0 -1.8 -0.7 -4.7

Official FX reserves (EUR bn) 22.8 19.1 15.4 5.6 13.5 15.6 16.3

Gross foreign debt (% of GDP) 77.6 76.5 79.3 96.4 128.9 143.4 139.9

EUR/UAH (avg) 11.1 10.4 10.8 15.9 24.4 29.8 36.3

USD/UAH (avg) 8.0 8.1 8.2 12.0 22.0 27.4 29.6

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Political situation
Violence in Donbass has died down noticeably in September; however, the true 
and full implementation of the Minsk ceasefire agreement faces obstacles. 
On 24 July, the Ukrainian Parliament Verkhovna Rada adopted a law on the lo-
cal elections, later signed by President Poroshenko. Ukrainian authorities will 
hold local elections in most regions on 25 October, but will not conduct voting in 
the rebel regions and in some regions bordering separatist territory due to secu-
rity and monitoring concerns. The leaders of the self-proclaimed Donetsk People’s 
Republic (DNR) and Luhansk People’s Republic (LNR) announced their own dates 
for local elections in their territories, on 18 October in DNR and on 2 November 
in LNR. This disaccord in the interpretations of the Minsk agreements poses a se-
rious threat to the implementation of the political part of the agreements and to 
the peace process in general, and may give rise to the question of new Western 
sanctions against Russia. 

Economic outlook
We are seeing a certain amount of progress in the reform process and in the pol-
icies of selected government institutions in Ukraine, a good example being the 
National Bank of Ukraine (NBU) and the Ministry of Finance. The law on the “in-
stitutional capacity building of the National Bank of Ukraine” strengthened the 
institutional independence of the NBU, and new top managers with sound mar-
ket experience in Western countries have joined the ranks of the regulator. In 
close cooperation with the IMF, the NBU managed to take the extremely unsta-
ble and destructive situation in the FX market under fi rm control and to maintain 
stability so far. The regulator has taken truly unprecedented and persistent meas-
ures to clean up the banking sector from weak and “muddy” banks, with more 
than 54 banks having been classified as insolvent. The Ministry of Finance has 

  September surprised with a long-awaited attenuation of the confl ict in Donbass, peace process remains fragile
  Reform process continues, albeit slowly
  Economy shows signs of bottoming out
  IMF’s requirements fulfi lled, debt restructuring almost solved

Ukraine
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Forecast

Ukraine

Exchange rate forecasts

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
UAH 24.80 26.25 28.35 29.16 31.36

Cons. 25.50 26.00 27.00 n.v.

USD/
UAH 21.80 25.00 27.00 27.00 28.00

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

successfully finalised difficult and crucially important negotiations with the inter-
national creditors on sovereign debt restructuring, providing debt relief for the 
country and keeping the window open for further IMF assistance. In many other 
areas, however, the institutional reform cannot be clearly seen or is progressing 
too slowly.
The Ukrainian economy appears to be slowly bottoming out, with some eco-
nomic indicators showing signs of positive trends. The GDP slump slowed down 
from 17.2% yoy in Q1 2015 to 14.7% in Q2. Compared to Q1 and in sea-
sonally adjusted terms, the economy contracted by only 0.9% after falling by 
5.3% qoq in Q1. Reaching a peak of 60.9% yoy in April due to FX market in-
stability and a hike in gas prices for households, inflation is steadily decelerating 
and as a result, CPI reached a level of 52.8% yoy in August. The biggest contri-
bution to these developments was made by the FX market stabilisation and the 
seasonal decline of foodstuffs. The C/A posted a surplus of USD 88 mn in Jan–
Jul due to the competitive advantage in exports achieved after the devaluation 
of the hryvnia. However, the rate of decline in both exports and imports is still 
high. Exports of goods plummeted by 35.4% in Jan–Jul, while imports dropped 
by 38.8%. External financial support contributed to the improvement of the finan-
cial account, which in Jan–Jul posted a deficit of USD 1.289 bn, compared with 
a deficit of more than USD 2 bn a year ago. In the baseline scenario, assuming 
no material escalation of the conflict in Donbass and no further economic shocks, 
we expect a strengthening of the positive trend up until the end of the year. In our 
view, the economy will likely shrink by at least 10% in 2015, while inflation will 
edge down to around 50% by the end of the year. However, the main risk to this 
scenario is still an escalation of the military conflict in Donbass. 

Financial market outlook
The NBU is maintaining strict administrative controls to secure stability in the FX 
market and to keep the hryvnia exchange rate within an established corridor of 
USD/UAH 21.00–23.00. Despite announcements of intentions to liberalise the FX 
market, the regulator is prudently not rushing to remove restrictions. The major-
ity of the administrative controls were extended until 4 December. But as soon 
as these administrative controls are lifted we expect to see depreciation pressure 
for UAH. The sustainable downtrend in inflation prompted the National Bank to 
cut the key rate from 30% to 27%, but monetary policy remains tight. However, 
further improvement of the economic situation is expected to encourage a loos-
ening of monetary policy. Cooperation with the IMF continues in a constructive 
approach. After the successful completion of the programme review for the first 
Extended Fund Facility (EFF), Ukraine received the second tranche amounting to 
USD 1.7 bn. These funds were used to increase the country’s international re-
serves, which reached a level of USD 12.6 bn in August (they were at USD 5.6 
bn in February). On the positive side, an agreement on external public debt re-
structuring was finally reached after almost half a year of negotiations. The pa-
rameters of the agreement differ from those demanded by Ukrainian authorities, 
but the parties struck a compromise – a haircut of 20% (Ukraine demanded 40%, 
while creditors initially offered no haircut at all), a maturity extension of the prin-
cipal by four years, a 7.75% coupon rate and the replacement of the currently 
outstanding bonds with nine new ones maturing in 2019–2027 with a “real GDP 
growth warrant” mechanism. Another issue is the USD 3 bn Eurobond held by 
Russia, the fate of which has not yet been determined. 

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

Forecast
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Economic outlook
Politics has been a rough ride in Turkey in recent months, to say the least. The 
parliamentary elections in June essentially resulted in the rejection of President Er-
dogan’s ambitions to turn Turkey into a presidential democracy. The Kurdish HDP 
party made it into the parliament, forcing the ruling AKP into coalition talks. How-
ever, as a coalition government could not be formed within 45 days, snap elec-
tions were scheduled for 1 November 2015. At the same time, after being on the 
sidelines for a long time, Turkey joined the Americans in airstrikes on the radical 
Islamic organisation IS and began a military campaign against PKK on its own. 
The latter destabilised the security situation in Turkey itself. Some see this as a 
conscious move by President Erdogan to harm the HDP at the upcoming elections 
and regain the majority for the AKP in parliament. Thus, the political outlook is 
highly uncertain and clouded at the moment. 
With regard to the economy, Turkey surprised on the upside. Second quarter 
GDP was much stronger than expected, with GDP growing by 1.4% qoq, after 
an already strong Q1 of 1.5% qoq. Both consumption and investment boomed 
in Q2, growing by 5.6% yoy and 9.6% yoy, respectively. Meanwhile, exports 
contracted slightly, while imports slowed down. The outlook for H2 is less certain, 
with the security situation potentially affecting business activity. For this year, we 
are sticking to our forecast of 3% GDP growth, while we have cut the projection 
for 2016 slightly by 0.5pp to 3.0% as well. Inflation developed relatively mildly 
in the summer and the headline rate fell somewhat to 7.1% yoy through August. 
However, we expect to see a slight increase to 8.7% by the end of this year. Next 
year, the inflation rate in December could fall to 6.5% if the exchange rate sta-
bilises. Both imports and exports shrank by 10% this year, resulting in a smaller 
current account deficit (likely USD 10 bn lower than last year). The negative mar-
ket sentiment towards Turkey led to portfolio outflows, but FDI inflows have been 

Forecast

Forecast

Key economic fi gures and forecasts

2011 2012 2013 2014 2015e 2016f 2017f

Nominal GDP (EUR bn) 555.2 612.2 618.8 602.5 640.0 679.6 697.7

Real GDP (% yoy) 8.8 2.1 4.2 2.9 3.0 3.5 3.5

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

Unemployment rate (avg, %) 9.1 8.4 9.0 9.8 10.5 10.0 10.0

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

Producer prices (avg, % yoy) 11.1 6.1 4.5 10.2 6.0 n.v. n.v.

Consumer prices (avg, % yoy) 6.5 8.9 7.5 8.9 7.6 7.5 7.0

Consumer prices (eop, % yoy) 10.5 6.1 7.4 8.2 8.7 6.5 7.0

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

Public debt (% of GDP) 39.1 36.2 36.2 35.0 34.0 32.0 33.0

Current account balance (% of GDP) -9.7 -6.2 -7.9 -5.8 -5.1 -5.5 -5.1

Official FX reserves (EUR bn) 56.4 77.7 83.5 80.5 90.1 100.9 98.0

Gross foreign debt (% of GDP) 39.3 43.1 47.3 50.3 60.5 60.7 53.8

EUR/TRY (avg) 2.34 2.31 2.53 2.90 3.04 3.17 3.41

USD/TRY (avg) 1.68 1.80 1.91 2.19 2.74 2.91 2.78

Source: Thomson Reuters, wiiw, Raiffeisen RESEARCH

  Snap elections, military campaign against PKK destabilise Turkey with no clear way out 
  Economy surprisingly resilient so far, we cut our 2016 growth outlook slightly 
  TRY to remain under pressure as political uncertainty persists
  This in combination with US monetary policy tightening will likely weigh on TURKGBs

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Real GDP (% yoy)

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Budget balance and public debt

Massive spike in political and economic uncertainty 
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Exchange rate forecasts

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

EUR/
TRY 3.40 3.15 3.10 3.13 3.19

Cons. 3.10 3.10 3.16 3.45

USD/
TRY 2.99 3.00 2.95 2.90 2.85

Cons. 2.95 2.95 2.93 3.08
1 5:00 p.m. (CET)
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Interest rate forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

Key rate 7.50 8.00 8.75 9.00 9.00

Consensus 7.95 8.30 8.70 9.00

1 month2 11.97 11.80 11.60 11.50 11.30

3 month2 11.99 11.80 11.60 11.50 11.30

Consensus 9.00 9.05 10.46 10.64

6 month2 12.03 11.80 11.60 11.50 11.30

12 month2 12.04 11.85 11.65 11.55 11.35
1 5:00 p.m. (CET) 2 Offered rate
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts (%)

18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16

2y T-bond2 10.94 11.5 11.5 11.0 10.5

Consensus 9.9 10.3 10.2 10.1

5y T-bond2 10.68 11.2 11.0 10.8 10.5
10y T-bond2 10.31 11.0 11.0 10.5 10.2

Consensus 9.7 9.8 9.8 9.6
1 5:00 p.m. (CET) 2 Bid yield
Source: Bloomberg, RBI/Raiffeisen RESEARCH

stable so far. We expect the current account deficit to stabilise, or even increase 
slightly in nominal terms in 2016. 

Financial market outlook
The armed conflict with both the Kurdish Workers’ Party (PKK) and the Islamic 
State (IS) as well as the political suspense prior to the snap elections on 1 Novem-
ber increased the uncertainty and the tense sentiment (among investors), which 
could also be reflected in the H2 economic development. Combined with the ex-
pected US monetary policy tightening this will likely keep the lira under pressure. 
The political constellation after the new elections in November is bound to bring 
ongoing uncertainty. According to the latest opinion polls, the result of the early 
election will be similar to the June election and the AKP may have to rely on a 
coalition partner. Additionally, the economic slowdown and the external news-
flow will likely continue to weigh on the lira going forward. We expect USD/TRY 
to remain susceptible to weakening due to both political uncertainty and global 
market jitters. Especially the timeframe leading up to the early elections in No-
vember are likely to bring higher TRY volatility, but the period after the elections 
could also be marked by uncertainty if the elections do not bring clarity to the po-
litical situation. Given our current projections, we expect USD/TRY to remain at 
elevated levels and only project a very moderate calming during 2016, as the 
political uncertainty should slowly fade and as the external news-flow could re-
duce pressure on the emerging markets as a whole (pricing in of US rate hikes 
completed, Chinese economic slowdown absorbed, etc.). In the course of 2016, 
the Turkish lira is expected to stabilise with a gradual convergence back to-
wards its purchasing power parity path (provided that a political consensus can 
be achieved). In the meantime, the central bank has raised the reserve require-
ment ratio for short-term hard currency borrowings. The bank also increased the 
limits on foreign exchange transactions that banks can execute with the central 
bank. These actions should motivate longer-term operations and provide more li-
quidity in currency trading in order to stabilise the lira after the devaluation to re-
cord levels. Given this precarious mix of risks, Turkish lira bonds will likely only 
recover temporarily in the wake of the most recent postponement of the Fed lift-
off. Our new base case calls for a start of the US monetary policy tightening as 
early as December, which will very likely coincide with elevated uncertainties on 
the (geo)political stage. The announced normalisation of the TCMB’s monetary 
policy toolkit will likely only cushion this pressure, so we would recommend stay-
ing on the sidelines in terms of TURKGB exposure.

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

Market trends
Q3 was extremely difficult in terms of market trends and overall performance. 
The expectations of Fed policy tightening and the collapse of the Chinese stock 
market in August catapulted risk aversion to higher levels. The market liquidity 
continued to deteriorate in Q3 after already showing poor results in Q2. Accord-
ing to the EMTA Q2 survey, Eurobond trading declined by 15%, falling to USD 
487 bn overall, while the CDS market dropped by 28% compared to Q1. Iron-
ically, the rising risk aversion led to temporary outflows from EMs into the UST 
market. Meanwhile, September brought an important turnaround to the markets 
as the Fed decision to leave interest rates unchanged and the relatively dovish 
language of the official statement provided an effective floor for EM debt includ-
ing Eurobonds, resulting in spread tightening. This allowed some CEE Eurobond 
markets to recuperate from earlier losses. Our decision to favour the EE region 
and, in particular, our major focus on Belarus proved to be correct, while our un-
derweighting in SEE backfired with losses. A major setback to our strategy was 
our overweighting in Turkey and underweighting in Serbia, resulting in a loss that 
eradicated a good portion of the price gains generated in Belarus at the same 
time. Still, overall CEE was the only sub-region in the EMBIG USD to bring inves-
tors a positive 2% return compared to other regional EMs.

On the rating front, Slovakia finally earned a single-notch upgrade from S&P, 
while Poland kept its positive outlook from S&P despite some domestic policy is-
sues. At the same time, as expected, S&P and Fitch lowered their outlooks on 
Croatia from stable to negative, signalling a growing likelihood of a single-notch 
downgrade. In EE, the lowering of Ukraine’s rating from CC to C by Fitch was 
merely a technical issue reflecting the distressed debt exchange.

Primary markets
Despite volatile markets, CEE sovereigns remained pretty active in selling new 
Eurobonds. In Q3, Kazakhstan tapped the USD market with a USD 4 bn dual-
tranche placement, while Slovenia, Poland and Latvia sold a combined EUR 
3.6 bn in new Eurobonds. The maturity brackets ranged from 10 to 30 years. 
We would expect more active primary markets in Q4, not least thanks to the 
US Fed. Romania recently announced plans for EUR 2 bn in Eurobonds, with 
Serbia, Poland and others possibly lining up as well. However, we do not ex-
pect Eurobonds from Hungary as its state debt management agency aims to cut 
foreign debt dependency. Still, January–September issuance from CEE remains 
36% lower compared to the same period a year ago.

Outlook and strategy
The emerging markets are likely to remain optimistic about the outlook for 2015 
in light of the fairly mild Fed policy change. Moreover, the Fed’s mildly dovish 
language suggests longer accommodative pauses, which would also be positive 
for the markets. On the one hand, the changing market outlook would affect our 

Downside Up1

  CEE was the only sub-region in EMBIG USD to achieve a positive return 
  The market is likely to remain optimistic about 2015 outlook in light of Fed policy change
  Lower risk aversion could generate more spread tightening for higher beta Eurobonds
  Relatively tight valuations of CEE and stellar performance in the past could cap any upside potential 
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EMBIG USD index & spreads*

18-Sep Spread value, bp

Index Spread, 
bp

Q/Q* 5y 
min

5y 
max

PL (A-) 591 109 5 71 361

LT (A-) 170 116 -11 81 493

BG (BB+) 1018 68 0 31 378

RO (BBB-) 146 181 -13 141 528

TR* (BBB-) 680 306 53 137 411

HU (BB+) 293 196 4 162 726

RU (BB+) 964 330 4 155 702

HR (BB) 148 279 -4 224 657

RS (BB-) 222 263 -36 217 724

BY (B-) 150 733 -168 476 1747

UA (CC) 596 1354 -1419 393 4281

Europe* 1040 329 2 18 485

Africa 874 436 76 239 474

Asia 586 243 33 133 335

Mid East 475 480 69 280 514

Latam 586 550 52 297 598
Global 677 417 35 244 476

Inv.grade 523 265 40 146 324

BB 656 347 28 188 500

B 1069 537 84 377 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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recommendation bias, as lower risk aversion could now generate more spread 
tightening for higher beta Eurobonds, while lower beta markets would receive 
less attention. On the other hand, relatively tight valuations across the CEE re-
gion and stellar performance in the past compared to the EM competition could 
cap any upside potential. At the same time, we believe that the Chinese market 
risk and the danger of a global economic slowdown may continue to cloud the 
EM outlook, which could cap market potential even in less risky segments. As a 
result, we anticipate a relatively upbeat CEE market until the end of October and 
a slowdown of investment activity in late November and leading up to Decem-
ber’s FOMC meeting. 

As a result, we would focus our attention on issuers with lower debt and sound 
fundamentals, such as Romania or Poland. Our recommendation for Romania is 
based on relatively sound economic growth coupled with the government’s plans 
to secure new IMF and EC financing agreements. In Poland, we expect lower po-
litical volatility after the elections to help investment sentiment, while the funda-
mental outlook is fairly strong. In EE, we recommend selling Belarus and holding 
Ukraine based on an expected recovery in exit yields, with a projected rating 
of B- for new Ukrainian debt. We would hold Russia, as the Western sanctions 
are likely to remain in place during 2016, but partly forced deleveraging should 
also help cut its external debt. A lack of new placements from Russia should also 
strengthen the technical picture. Finally, we are upgrading Hungary to buy based 
on prospects of a rating upgrade and very strong international liquidity, while 
downgrading Turkey to sell based on growing political uncertainty in the run-up 
to the elections. Meanwhile, we see a risk of a single-notch downgrade for Turkey 
from Moody’s and the possibility of a rating upgrade for Hungary. Croatia also 
faces the risk of a one-notch rating downgrade in the next six months.

Financial analyst: Gintaras Shlizhyus, RBI Vienna

1 “Downside Up” is a song from the OVO soundtrack to the Millennium Dome Show in London that was composed by 
British progressive rock musician Peter Gabriel.

Sovereign Eurobonds

Benchmark Eurobond forecast and performance

Spread Range Spread Range Spread Range

Issue Rating Dur. 18-Sep Dec-15 min. max. Perf. 
(%)

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

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

PL 3% due 23 USD A- 6,8 84 80 79 86 0,1 87 86 93 -4,4 93 91 98 -6,1

PL 4.5% due 22 EUR A- 5,6 60 50 46 59 1,1 57 53 66 -1,0 62 58 71 -3,5

LT 6.625% due 22 USD A- 5,4 81 80 80 81 0,0 88 88 89 -3,7 93 92 94 -5,0

LT 4.85% due 18 EUR A- 2,3 27 35 32 46 -0,1 49 46 60 -0,5 54 51 65 -0,8

TR 3.25% due 23 USD* BBB- 6,6 246 260 255 308 -1,0 256 251 304 -4,7 251 246 299 -5,7

TR 5.125% due 20 EUR* BBB- 4,2 274 285 281 296 -0,5 262 258 273 -0,1 267 263 278 -1,6

RO 4.375% due 23 USD BBB- 6,8 142 135 132 140 0,4 151 149 157 -4,8 158 156 164 -6,6

RO 4.875% due 19 EUR BBB- 3,7 118 110 107 115 0,3 117 114 121 -0,5 123 120 128 -1,9

BG 4.25% due 17 EUR BB+ 1,8 68 70 68 73 0,0 70 69 74 0,0 77 75 80 -0,3

RU 4.5% due 22 USD BB+ 5,6 253 260 258 265 -0,5 276 273 280 -4,7 298 296 303 -7,1

HU 5.375% due 23 USD BB+ 6,2 163 150 141 155 0,7 152 143 157 -3,2 155 146 160 -4,6

HU 3.875% due 20 EUR BB+ 4,1 117 105 96 109 0,5 102 93 106 0,0 105 97 110 -1,4

HR 5.5% due 23 USD BB 6,1 254 260 258 264 -0,5 288 286 293 -5,9 307 304 311 -8,2

HR 3.875% due 22 EUR BB 5,9 325 340 329 393 -0,3 385 374 438 -4,8 408 398 461 -8,5

RS 7.25% due 21 USD BB- 4,9 295 300 298 304 -0,8 308 306 312 -3,6 313 311 316 -5,3

BY 8.95% due 18 USD B- 2,1 757 800 770 815 -0,9 808 777 823 -2,3 900 870 915 -5,2

UA 7.5% due 23 USD CC 5,2 977 900 845 927 3,9 850 795 877 3,4 800 745 827 4,9
* 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. 

EE
RU BB+/Ba1/BBB- 

BY B-/Caa1/n.r. 

UA CC/Ca/C 

no change, upgrade possible, down-
grade possible; * rating – S&P/Moody’s/Fitch
** RBI/Raiffeisen RESEARCH view – the likelihood of 
rating change in 3 to 12 months
Source: Rating agencies, RBI/Raiffeisen RESEARCH
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Corporate Eurobonds
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*data are for Broad Series   
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CEMBI Broad Europe: 5.1,CEMBI Broad: 4.4, EMBIG 
KZ: 4.3, CEMBI Broad Latin: 2.8, CEMBI Broad UA: 1.1, 
CEMBI Broad KZ: -2.0   
Source: JP Morgan, RBI/Raiffeisen RESEARCH 

Generally, we are sticking to our previous scenario of a more defensive posi-
tioning given the relatively rich valuations and mounting downside risks. Cur-
rently, we do not see any major catalyst that would help push the relatively tight 
EE spreads even tighter. We argue that the H1 rally reached its limits thanks to 
the repricing induced by Minsk II and that all eyes are now on external factors as 
the frozen conflict in Ukraine as the sanctions seem to be set in stone, at least for 
now. As for the external factors, we highlight the Fed’s rate hikes, general eco-
nomic weakness in China and Brazil, low oil prices and the credit cycle turning to 
wider spreads amongst those bearing the most relevance. We prefer positioning 
in fundamentally stronger export-oriented sectors such as oil and gas and metals 
and mining and are generally staying away from financials, where exposure to 
weak economic activity is most visible. 
The volatile performance of Brent oil has once again become a factor in the de-
velopment of the CEMBI Broad Europe and CEMBI Broad Russia indices since 
mid-August, with correlation (three months rolling) stronger than the average for 
the last five years. The continued uncertainties regarding the development of oil 
prices are likely to result in further volatility, with our projection for the average 
oil price at USD 52 per bbl for Q4 2015. Additionally, the recent Chinese slow-
down increases the price pressures from the demand side. However, the negative 
impact on the large Russian export-oriented corporates in our covered universe 
was muted by oil price-driven RUB depreciation against USD. The main benefi-
ciaries seem to be the oil and gas and metals and mining sectors. 
The Russian oil and gas sector will continue to sail through the rough waters rel-
atively firmly over the last quarter, as the RUB depreciation and oil price-depend-
ent taxation are allowing companies to stay in good shape. The largest export-
ers continue to benefit from the majority of costs being denominated in RUB and 
hence can abstain from capex cutting, with all major projects progressing ac-
cording to plan. This will provide positive support for future production volumes. 
Sanctioned entities will continue to benefit from state support and the strengthen-
ing of government-driven Eastern ties (Novatek’s sale of its stake in Yamal to a 
Chinese fund, Rosneft’s discussion about Chinese participation in oil field devel-
opment. We believe that the current Chinese economic slowdown will not have 
an immediate impact on the Russian oil and gas sector, but the planned export 
volumes could come under pressure in the medium term. In this sector, we still pre-
fer Lukoil 7.25% due 2019 and Gazprom 5.999% due 2021.
Russian fertilizer producers are benefiting from the mainly USD-denominated ex-
port revenues and lower input prices as they enjoy access to cheap Russian nat-
ural gas. This is particularly true for Phosagro, which reported record results for 
Q2 2015, and we expect the favourable environment to persist with further sup-
port provided by growing Indian exports. This supports our buy recommendation 
on Phosagro 4.204% due 2018.
The impact of the contracting economy was most pronounced in the Russian 
banking sector, as Russian banks are mainly exposed to domestic economic ac-
tivity. We have seen deteriorating asset quality, with provisioning and declin-

EM drama no big drama for EE*
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ing profit margins eating into the bottom lines. Support came in the form of ac-
tive government participation as well as changes to the regulatory rules. We ex-
pect the government support to continue to be an important policy tool, as the 
Russian economy is expected to contract 4% yoy over 2015 according to our 
macro-analysts.
Looking at Kazakhstan, the major performance driver in Q3 2015 was the long-
awaited devaluation of the tenge, which was accompanied by the central bank’s 
policy shift. To recap, the country’s national bank adopted a free-floating regime 
for the tenge and switched to inflation targeting on 20 August. The move has re-
sulted in a continued depreciation of USD/KZT of about 50% since the active 
intervention to defend the tenge was discontinued. The policy shift, which was 
largely a reaction to tumbling oil prices, was in line with that of Russia, which 
stopped its currency interventions back in late 2014. Looking at our covered uni-
verse in Kazakhstan, we have one outstanding recommendation on Halyk Bank’s 
2017 bond. We are currently maintaining our buy recommendation as we ex-
pect the bank’s asset quality to remain in check due to the solid growth dynam-
ics of the loan portfolio. In addition, the bank’s capitalisation remains strong and 
the effect of translation differences should be muted as there is no substantial as-
set/liability FX mismatch on its balance sheet.
In Poland, the parliamentary elections scheduled for October remain high on 
the agenda as the negative measures taken towards banks have become part of 
the pre-election rhetoric. The final structure of the CHF-mortgage conversion and 
the possibility of the introduction of a bank levy are the negative factors to be 
watched going forward. We are maintaining our sell recommendation on mBank 
2.375% due 2019 as things stand.
Turning to the quarter-to-date (QTD) performance, EM credits displayed a rather 
divergent performance pattern, with Asia and LatAm clearly underperforming 
MidEast and EE. Ukraine and Russia stood amongst the top performers, return-
ing 2.1% and 0.7%, respectively, followed by MidEast (0.2%), Asia (-0.4%), Ka-
zakhstan (-5.5%) and LatAm (-6.4%). The performance of Kazakh credits was 
negatively impacted by the August tenge devaluation. In comparison, the EM 
composite index returned -2.4%, driven by the subpar performance of Asia and 
LatAm.
The slow issuance, which is typical for the summer months, produced unusually 
low QTD volumes at USD 50.7 bn for the overall emerging markets, compared to 
USD 112.5 bn issued year ago. The positive sentiment as the deal with Greece 
was reached was offset by the jitters brought on by the turmoil on the Chinese 
markets. We have seen lower issuance across the regions, with only EE and SEE 
producing visibly higher volumes of USD 5.95 bn and USD 2.3 bn, respectively. 
Despite a quiet August with no issues coming to the market, the overall QTD vol-
ume for the EE/CE/SEE region hit USD 10.7 bn, compared to USD 4.7 bn for 
the previous year. Issuance was driven by the sovereigns, particularly Kazakh-
stan’s issuance of USD 4 bn in July. By contrast, corporates accounted for a mere 
15% of the total issued amount. This also included the first deal by a Russian fi-
nancial institution since November 2014, as AK BARS Bank came to the mar-
ket with a USD 350 mn Eurobond offering a yield of 8%. For the final quarter, 
the pipeline includes several issues from the EE/CE region, including Gazprom’s 
planned EUR 1 bn Eurobond in October and a possible EUR-denominated issue 
by Poland’s PGE. Currently, we do not expect to see much activity on the Rus-
sian Eurobond market due to the ongoing sanctions and limited investor appetite.

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

Issuer ISIN Maturity Yield 
in %

Alfa Bank XS0544362972 25/09/17 4.5

Evraz XS0618905219 27/04/18 7.4

Gazprom XS0708813810 23/01/21 6.1

Sberbank XS0799357354 28/06/19 4.8

VimpelComXS0587031096 02/02/21 7.3
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Corporate Eurobonds
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Value matrix*

Domestic business activity 2 (2)

Exports OECD – excl. Eastern 
Europe 2 (2)

Eastern Europe 2 (2)

Asia 3 (2)

Company earnings 2 (2)

Key sectors 2 (2)

Valuation – P/E-ratio 2 (3)

Interest rates / yields 1 (1)

Exchange rates 1 (1)

Foreign equity markets 1 (1)

European liquidity 1 (1)

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

Equity market/Austria

Sector structure of the ATX

Sector Company Weight
Financials BUWOG, CA Immobilien, conwert, Erste Group, Immofinanz, Raiffeisen Bank International, Uniqa, Vienna Insu-

rance Group
47.6%

Industrials Andritz, Flughafen Wien, Oesterreichische Post, Wienerberger, Zumtobel 21.8%

Energy OMV, SBO 12.7%

Basic materials Lenzing, RHI, voestalpine 13.4%

Telecom Telekom Austria 2.1%

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

Similar to most other European equity markets, the Austrian stock market can 
look back on a weak performance in the third quarter. But, surprisingly, it was 
not local issues that dragged the market down as much as fears of a pronounced 
economic slowdown in China and the speculation about a first interest rate hike 
in the US. Another surprising development was the fact that, in line with Euro-
pean small and mid caps, the ATX actually did not fare all that badly during the 
most recent slump. Here as well, however, the gains that had been achieved at 
times since the beginning of the year took a substantial hit. 

The ATX will likely receive support from the still solid – although not outstanding 
– growth prospects for the euro area. We expect economic development to be 
less dynamic in Austria, with growth rates below the average for the euro area. 
In terms of the numbers, this means that GDP will likely expand by 0.7% in 2015. 
However, there are signs of a slight upturn in 2016. This will likely be driven by 
low oil prices as well as our forecast of a depreciation of the euro, although we 
expect growth rates to once again remain below the euro area average. In our 
opinion, very little has changed about the situation in Eastern Europe. We still an-
ticipate divergent development between the CE and EE regions. While economic 

activity can still be considered supportive in the former, 
Russia’s weak economic development will likely continue 
to drag in the EE region. 

The ECB will presumably continue to have a major infl u-
ence. In fact, the central bank recently announced that it 
may modify and/or ramp up its asset buying programme 
under certain circumstances. Accordingly, liquidity condi-
tions will likely remain favourable.

For Austrian companies, the most recent earnings season 
brought more or less mixed, but ultimately solid results. 
Overall, only slight adjustments were made to companies’ 
outlooks. Among the ATX heavyweights, this was the case 
for Andritz, for example, with the company revising its  
forecasts upward slightly. OMV and Erste Group, on the 

Declining risk aversion supportive for ATX
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Fair value of ATX1 – September 2015

Bond yields (10y)

EY-BY** 1.25% 1.50% 1.75%

7.50% 2,320 2,256 2,195
7.25% 2,389 2,320 2,256
7.00% 2,461 2,389 2,320
6.75% 2,538 2,461 2,389
6.50% 2,620 2,538 2,461
6.25% 2,707 2,620 2,538
6.00% 2,800 2,707 2,620
5.75% 2,900 2,800 2,707
5.50% 3,008 2,900 2,800
5.25% 3,124 3,008 2,900
5.00% 3,249 3,124 3,008
4.75% 3,384 3,249 3,124
4.50% 3,531 3,384 3,249
4.25% 3,692 3,531 3,384

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

Valuation and forecasts

18-Sep1 Dec-15 Mar15 Jun-16 Sep-16

12-months forward earnings 203.3 183.2 189.8 196.4 203.0

Bond yield forecast 0.93 1.05 1.10 1.50 1.70

Earnings yield less bond yield (EY-BY) 8.14 6.50 6.50 6.75 7.25

ATX-forecast based on EY-BY 2427 2498 2380 2269

ATX-forecast 2,240.8 2,400 2,450 2,350 2,250

Expected price change 7.1% 9.3% 4.9% 0.4%

Range 2,000-2,550 2,150-2,600 2,200-2,600 2,100-2,550

P/E based on 12-month forward earnings 11.0 13.1 12.9 12.0 11.1
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

other hand, left their outlooks unchanged, although Erste Group’s forecast does 
not appear to be very ambitious based on the quarterly reports that have been 
released thus far.  

Overall, we do not believe the impact of a potential economic slowdown in 
China would be all that dramatic. However, certain Austrian companies do gen-
erate a significant portion of their revenues there, including the crane manufac-
turer Palfinger and the  fibre producer Lenzing. 

All in all, we therefore believe that the potential negative impact on aggregated 
earnings would not be that significant. Accordingly, we are sticking to our as-
sumption of roughly 77% growth in adjusted aggregated earnings for the compa-
nies in the ATX this year. We anticipate growth of 15% for 2016.  

Based on these factors and the price drops seen in recent weeks, valuations have 
returned to moderate, although not cheap, levels. At the moment, the ATX com-
panies have a P/E ratio of roughly 12.7 for 2015. Even compared to other as-
set classes, we still see the ATX as being moderately priced.

In conclusion, we generally expect favourable conditions for the Austrian equity 
market in the coming months. On the one hand, this is due to the fact that we 
see the fears surrounding Chinese growth as exaggerated and thus expect the 
risk aversion that has emerged to be priced out. On the other hand, we believe 
that the equity markets will be able to absorb the shift in US interest rates. Based 
on these factors, we expect the focus to once again return to small and mid caps 
and their fundamental data. Because we regard the valuations of the companies 
in the ATX as moderate and anticipate continued solid earnings growth, we also 
expect Austria’s leading index to deliver positive performance in the fourth quar-
ter. “Buy”.  
 

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

The rather significant losses experienced by many CEE equity indices – with 
the exception of Russia’s MICEX and the Czech Republic’s PX – were primarily 
caused by the anxiety surrounding an economic slowdown in China. However, 
we do not anticipate a lasting downturn, but instead expect conditions to stabi-
lise at a slightly lower level. Accordingly, we also see the reactions on the market 
as being exaggerated and expect these risk components to be gradually priced 
out. The Russia/Ukraine crisis, on the other hand, is hardly a factor at all at the 
moment. The previously omnipresent Greek dilemma was defused by the agree-
ment between Greece and the creditor countries, but this led to a split in the gov-
erning Syriza party and thus to early parliamentary elections on 20 September. 
However, we do not expect this to cause any problems because a Syriza led new 
government will most likely meet the agreed conditions. With regard to mone-
tary policy, we expect to see the first interest rate move in the US in December 
2015. Based on the fact that this issue has been addressed extensively on the in-
ternational financial markets, we do not believe it will have any lasting negative 
effects on the equity markets. The persistently high liquidity as well as our fore-
cast of solid economic development provide a supportive environment for Euro-
pean equities, which also includes the CEE region due to the close economic ties.

Oil prices were hit hard during the summer as a result of the concerns about 
growth in China, the three-year high in OPEC production and the prospects of 
an increase in exports by Iran. The slide in prices for “black gold” also impacted 
the Russian rouble, which is suffering due to not only the economic slowdown, 
but also the extension of the sanctions by the West until early 2016. This is evi-
denced by the development of the RTS index listed in US dollars, which has seen 
a loss of 13% over the past three months, while the MICEX, which is listed in rou-
bles, has gained 6% during the same period. There is also a positive flip side to 
the weaker rouble: Energy companies and raw material suppliers earn export 
revenues in US dollars, but settle their expenses in roubles, which has led to sig-
nificant increases in profit. The increase in output is also providing support: At 
10.7 mn barrels per day, Russia’s output in May reached levels that have not 
been seen since the late 1980s. Although the recovery in oil prices will likely be 
sluggish in the coming months, we expect a higher average oil price of USD 63 
per barrel for 2016 due to the increase in demand as a result of the lower prices 

 Stabilisation in China could trigger year-end rally

Value matrix stock markets

 PL HU CZ RU RO HR TR

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

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

  No sustainable economic slowdown in China – risk components expected to be priced out
  Majority of CEE indices moderately undervalued
  We do not expect interest rate reversal in US to have lasting impact on CEE equity markets
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and the globally diminishing capacities (less shale oil and gas, declining invest-
ment programmes). This should also be reflected in a positive performance by 
the MICEX. Buy.

Poland’s economic development was not to blame for the loss seen by the Pol-
ish WIG 30 in the third quarter, as the country has quite a robust outlook, with 
projected GDP growth of 3.6% for 2016. Along with the commodities and util-
ities sectors, particularly the banking sector, which has a 32% weighting in the 
index, came under significant selling pressure. This is largely due to the political 
uncertainty: Neither the current coalition partners (PO and PSL) nor the opposi-
tion parties have been able to agree to a burden-sharing scheme with regard to 
the public debate surrounding the mandatory conversion of CHF loans. The cur-
rent ruling party, the PO, prefers a 50:50 split of costs between banks and bor-
rowers, while the coalition partner PSL and the national conservative opposition 
party Law and Justice (PiS) are advocating a split of 90:10 at the expense of the 
banks. Since it is unlikely that an agreement will be reached beforehand, the up-
coming parliamentary elections on 25 October 2015 have taken on a special 
significance. In the current polls, the PiS is ahead of the PO by a wide margin, 
which, combined with the discussions of a bank levy, is naturally dragging inves-
tor sentiment down. Hold.

Indices in performance comparison

2006 2007 2008 2009 2010 2011 2012 2013 2014 18-Sep-151

ATX 21.7% 1.1% -61.2% 42.5% 16.4% -34.9% 26.9% 6.1% -15.2% 3.7%

BUX 19.5% 5.6% -53.3% 73.4% 0.5% -20.4% 7.1% 2.2% -10.4% 27.0%

WIG 202 23.7% 5.2% -48.2% 33.5% 14.9% -21.9% 20.4% -7.0% -3.5% -6.4%

PX 7.9% 14.2% -52.7% 30.2% 9.6% -25.6% 14.0% -4.8% -4.3% 3.9%

MICEX 67.5% 11.5% -67.2% 121.1% 23.2% -16.9% 5.2% 2.0% -7.1% 22.5%

BET 22.2% 22.1% -70.5% 61.7% 12.3% -17.7% 18.7% 26.1% 9.1% 0.4%

CROBEX 62.2% 63.2% -67.1% 16.4% 5.3% -17.6% 0.0% 3.1% -3.1% -1.4%

BIST Nat. 100 -1.7% 42.0% -51.6% 96.6% 24.9% -22.3% 52.6% -13.3% 26.4% -12.4%

CECE Composite Index 14.7% 10.5% -53.7% 40.5% 15.7% -29.1% 25.7% -9.6% -6.0% -2.2%

DAX 22.0% 22.3% -40.4% 23.8% 16.1% -14.7% 29.1% 25.5% 2.7% 1.1%

Euro Stoxx 50 15.1% 6.8% -44.4% 21.1% -5.8% -17.1% 13.8% 17.9% 1.2% 0.3%

S&P 500 13.6% 3.5% -38.5% 23.5% 12.8% 0.0% 13.4% 29.6% 11.4% -4.9%

MSCI World 13.5% 2.8% -40.1% 22.8% 7.8% -7.6% 13.1% 26.3% 7.7% -3.1%
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 4.1% -39.6% 77.3% 14.9%  22.5  12.7  11.0 3.1%

WIG 30 3.2% -44.3% 98.9% -5.4%  23.8  12.0  12.7 4.1%

BUX 3.4% n.a. n.a. 10.7%  n.a.  11.7  10.5 3.8%

PX* 4.0% 3.6% 15.7% -0.7%  13.5  11.7  11.7 6.0%

MICEX 3.9% -41.6% 25.8% 13.0%  7.2  5.7  5.0 5.4%

BET** 5.4% -11.0% -5.8% 18.2%  11.2  11.9  10.1 5.3%

CROBEX10 2.2% -14.5% 8.4% 17.3%  14.4  12.3  11.3 2.6%

BIST Nat. 100 4.8% -0.6% 8.3% 16.3%  10.8  10.0  8.6 3.1%
* 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 Czech Republic’s PX was one of the few positive standouts among the East-
ern European stock indices in Q3, turning in above-average performance of 
0.2%. Among other factors, this was thanks to the telecom company O2 Czech, 
whose share price has nearly quadrupled since the spin-off of its infrastructure 
management (1st June 2015), coupled with strong quarterly figures and the pros-
pect of a higher dividend disbursement ratio. The fundamental conditions are 
extremely positive for the Prague Stock Exchange at the moment. The country’s 
GDP grew by 4.4% in Q2, which represents the highest growth since Q4 2007. 
The anticipated aggregate earnings increase for the index in 2015 now amounts 
to 15.7%. This translates to an expected P/E ratio of 11.7 for 2015, which is 
moderate by historical standards. In addition, a further recovery of the European 
economy should benefit export-oriented Czech companies, so we expect the PX 
to see positive development through the end of the year. Buy.

While Hungary’s BUX stock market index remains atop the CEE ranking with a 
year-to-date gain of 27%, it also suffered losses compared to Q2 as a result of the 
weak international conditions. However, the economic fundamentals (projected 
GDP growth of 2.5% in 2016) still appear to be quite solid, even if the pace of 
growth is expected to decline slightly compared with last year. At the same time, 
the rate-cutting cycle has likely come to an end now at 1.35%. The expected ag-
gregate earnings growth rate for the index in 2016 is 10.7%, which results in a 
moderately undervalued index P/E ratio of 10.5. The reduction of the bank levy 
confirmed for 2016 and the lack of new unorthodox fiscal policy measures up to 
now will likely make for positive conditions for equities. Buy.

With a loss of around 12% since the beginning of the year, Turkey’s key index, 
the BIST National 100, is at the bottom of the pack among the markets we cover. 
From the perspective of a foreign investor, this is exacerbated by the foreign cur-
rency losses, which total 20% in euro terms so far in 2015. These developments 
are primarily being driven by two factors: On the one hand, the prospect of key 
rate hikes by the Fed is leading to increased capital outflows away from the 
emerging markets, which is hitting Turkey particularly hard. On the other hand, 
the announcement of new elections scheduled for 1 November 2015 did noth-
ing to ease the political risk at the domestic level in Turkey. President Erdogan is 
still pursuing his goal of transforming Turkey into a presidential democracy, which 
requires a broad parliamentary majority, and he could come one step closer to 

Index estimates

 18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16 Recommendation

ATX 2,241 2,400 2,450 2,350 2,250 BUY

Performance  7.1% 9.3% 4.9% 0.4%

Range  2,000-2,550 2,150-2,600 2,200-2,600 2,100-2,550
WIG 30 2,392 2,450 2,470 2,350 2,400 HOLD

Performance  2.4% 3.3% -1.8% 0.3%

Range  2,150-2,650 2,200-2,700 2,050-2,600 2,150-2,650
BUX 21,119 22,200 22,700 22,200 21,800 BUY

Performance  5.1% 7.5% 5.1% 3.2%

Range  20,000-25,000 21,000-26,000 20,000-25,000 19,000-24,000
PX 983 1,050 1,050 1,030 1,010 BUY

Performance  6.8% 6.8% 4.8% 2.7%

Range  900-1,150 950-1,160 930-1,140 900-1,100
In local currency
1 11:59 p.m. (CET)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

0

5

10

15

20

25

30

A
us

tri
a

Po
la

nd

H
un

ga
ry

C
ze

ch
 R

ep
.*

Ru
ss

ia

Ro
m

an
ia

**

C
ro

at
ia

Tu
rk

ey

2014 2015e 2016f

P/E ratios in comparison

* 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

-60%
-40%
-20%

0%
20%
40%
60%
80%

100%

A
us

tri
a

Po
la

nd

H
un

ga
ry

C
ze

ch
 R

ep
.*

Ru
ss

ia

Ro
m

an
ia

**

C
ro

at
ia

Tu
rk

ey

2014 2015e 2016f

Earnings growth

* 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



49Please note the risk notifi cations and explanations at the end of this document

0

100

200

300

Tu
rk

ey

Ru
ss

ia

Po
la

nd

A
us

tri
a

H
un

ga
ry

C
ze

ch
 R

ep
.

Ro
m

an
ia

C
ro

at
ia

2014 End of August 2015
1.

42
 b

n
1.

19
 b

n

0.
8 

bn
0.

54
 b

n

0
40
80

120
160
200
240
280

Ru
ss

ia

Tu
rk

ey

Po
la

nd

A
us

tri
a

C
ze

ch
 R

ep
.

Ro
m

an
ia

C
ro

at
ia

H
un

ga
ry

39
6.

0

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

 18-Sep1 Dec-15 Mar-16 Jun-16 Sep-16 Recommendation

MICEX 1,711 1800 1820 1840 1850 BUY

Performance  5.2% 6.4% 7.5% 8.1%

Range  1,500-1,950 1,550-2,000 1,600-2,050 1,650-2,100
BET 7,114 7,600 7,600 7,450 7,300 BUY

Performance  6.8% 6.8% 4.7% 2.6%

Range  6,400-8,000 6,800-8,000 6,500-8,000 6,400-7,800
CROBEX10 1,002 1,040 1,040 1,030 1,020 BUY

Performance  3.8% 3.8% 2.8% 1.8%

Range  900-1,100 920-1,130 910-1,120 900-1,100
BIST National 100 75,099 76,000 73,000 74,000 76,000 HOLD

Performance  1.2% -2.8% -1.5% 1.2%

Range  65,000-82,000 63,000-80,000 65,000-82,000 68,000-85,000
In local currency
1 11:59 p.m. (CET)
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

achieving this with new elections. In terms of valuation, the stocks included in the 
BIST National 100 appear extremely attractive with an expected aggregate P/E 
ratio of 10 for the index in 2015, so we expect to see friendlier developments 
starting next year in the course of the political risk gradually being priced out fol-
lowing the elections. Hold.

In Q3, Romania’s key index, the BET, suffered a loss of 0.25%, which means 
that it is only marginally in positive territory, with a performance of roughly 0.4% 
since the beginning of the year. The persistently weak development of oil prices 
primarily impacted energy stocks, which have the highest weighting in the BET 
at roughly 32%. The combination of the continuing rise in real wages and the 
reduction of value-added tax that was passed should have a positive effect on 
consumption and thus on Romanian companies. In the second quarter of 2015, 
the real growth rate for wages was 7.3% yoy, which means that wages have in-
creased by 11% in real terms since the start of the crisis (Q2 2008). Compared 
with other EU countries, however, Romania’s wage level is among the lowest and 
thus continues to give the country a competitive edge in this area. In light of our 
economic growth forecast (GDP estimate for 2015: 3.5%; forecast for 2016: 
3.5%) and the anticipated aggregate P/E ratio for the BET of 10.1 (2016 fore-
cast), we expect the BET to deliver positive performance through the end of the 
year. Buy.

The conversion of CHF loans currently being considered by the Croatian govern-
ment (similar to the situation in Poland) will have no direct impact on the com-
panies included in the CROBEX10, as there are no financials in the index. How-
ever, the indirect effects on the companies in the medium run are difficult to pre-
dict at this time. While the upcoming parliamentary elections (to be held before 
the end of 2015) could temporarily lead to some movement on the Zagreb Stock 
Exchange, we will have to wait until next year to see whether the necessary struc-
tural reforms are implemented . Strong data from the tourism sector (overnight 
stays increased by 8.7% yoy from January to July) could lead to positive momen-
tum for the upcoming corporate earnings season. Based on this and our forecast 
of a gradual pricing out of the risk components, we expect the CROBEX10 to de-
liver positive performance up until the end of the year. Buy.

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, 16.09.2015 11:57 a.m. CET, 5y high: 3,001, 5y low: 1,653
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH.

BIST National 100

.XU100, 16.09.2015 12:45 p.m. CET, 5y high: 93,179, 5y low: 49,622
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

BUX

.BUX, 16.09.2015, 02:45 p.m. (CET), 5y high 24,451, 5y low 14,930
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

Stock Markets: Downside potential

Technical analysis

ATX

Last: 2,294             BEARISH 

The recent correction has brought the support at 2,235 
into focus again. Falling through it would bring 2,170 – 
2,100 within striking-distance, and bearish confirmation 
at 1,980 (-> 1,770 – 1,500) would gain in likelihood. In 
case the range 2,000 – 1,980 would hold firm, instead 
a recovery towards 2,380, e.g. a bullish reversal, would 
all be expectable.

Position:
Short -> 2,170 – 1,980
Stop  2,215

BIST National 100

Last: 73,378      BEARISH 

A recovery beyond 76,185 (-> 77,680 – 77,740) should 
be expectable, which means it had to cross both the mov-
ing average (4 periods) and the resistance at 75.320 
(yellow line). In before of this a setback to about 72,000 
should be due. In case the latter support failed to hold 
firm a drop to 68,670 (secondary upward trend since 
09.01.2012) would get indicated - which could lead to a 
decline towards 60,700.

Position: 
Short -> 72,740 – 72,000
Stop 76,185

BUX

Last: 21,130    BEARISH 
The current congestion (since 28.04.2015, red lines) 
could be the central part of a bullish Pennant, i.e. a rally 
beyond 21,660 and towards 25,880 be on the heels, but 
as long as the respective buy-signal at 2,310 is lacking a 
further decline is gaining in likelihood.

Position:
Short   -> 20,000 – 18,775
Stop 21,310
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Technical analysis

CROBEX

.CROBEX10, 16.09.2015, 03:15 p.m. CET, 5y high: 1,283, 5y-low: 879
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

MICEX

.MCX, 16.09.2015 03:35 p.m. CET, 5y high: 1,860, 5y low: 1,237
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

WIG 30

.WIG30, 19.06.2015 03:50 p.m. CET, 5y high: 2,775, 5y low: 2,272
Source: Bloomberg, RBI/Raiffeisen RESEARCH

CROBEX 10

Last: 1,002    BEARISH
Since 29.12.2014 the support at 995 is holding firm, but 
the upward-trend in effect since 19.06.2012 should soon 
be put to the test at 980 and subsequently give way to a 
decline towards 962 and 940 – bearish continuation to-
wards 910 could not be excluded. A bullish reversal at 
980 would be required  in order to allow for a rebound 
towards 1,015 - 1,035 (-> 1,045 – 1,062 – 1,090).

Position:
Short -> 980 – 940
Stop 1,035

MICEX

Last: 1,728    BEARISH

Since 27.03.2015 the Rectangle (yellow lines) in be-
tween 1,569 – 1,740 is intact. For a bullish confirmation 
crossing of 1,765 is a must, the respective targets then 
would be 1,830 and 1,900. As long as this is lacking, 
and as a bearish reversal is higher in likelihood, a bear-
ish signal at 1,569 should be due. In case the latter sup-
port held firm a recovery towards 1,645 – 1,765 would 
follow on the heels.  

Position: 
Short  -> 1,569 – 1,485
Stop  1,655

WIG 30

Last: 2,402    BEARISH

The rebound that had begun with the bullish reversal at 
2,250, the 2/3-target of the Rectangle (yellow lines at 
2,420 and 2,685), should soon be put to an end. Conse-
quently a re-testing of 2,323 should be expectable same 
as reaching for lower ground, i.e. 2,150. For a bullish 
signal a move beyond 2,420 would be required.

Position:
Short  -> 2,250 - 2,150
Stop  2,420

Financial analyst: Robert Schittler, RBI Vienna
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Banks: Healthy macro story vs. political and regulatory hurdles
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YTD performance While we have been expecting to get more clarity on the banking environment 
post the October 25 parliamentary elections in Poland already in the course of 
September, the reality looks a bit different. First of all, the current government 
has not manag ed to pass a (moderate) CHF bill and the likely winner of the elec-
tions has still not yet formulated an official proposal on that front. Secondly, a 
tax on assets in fact becomes quite likely, although the final idea of taxing finan-
cials has been disturbed by increasing voices from the PiS calling for the intro-
duction of a financial transaction tax (FTT), with so far no exact relation to a po-
tential tax on assets. Beyond the elections issue, we remind that in Q4 15, the 
Polish Financial Supervision Authority KNF should publish individual capital re-
quirements for CHF-exposed banks and make an update on dividend recom-
mendations from 2015 earnings for the whole sector. Last but not least, we ex-
pect another hike of Banking Guarantee Fund charges from 2016, a decision 
that should round off Q4 15, a quite eventful period from the regulatory point 
of view. Following a technical rebound of PL banks since the low in mid-August, 
we would remain positive on BZ WBK (there still is a harsh CHF scenario priced 
in) and would consider Handlowy a preferred recovery stock among banks af-
ter the recent weakness.

While many players in the region have surprised the market with low risk costs in 
H1 given improving NPL trends in most CE and SEE countries and provision re-
leases, companies again flagged higher risk costs at more normalised levels in 
H2. Given the ongoing low interest rate environment we do not expect any visi-
ble recovery of net interest margins in H2. In Croatia banks will likely have to di-
gest the one-off burden from a new law that allows the conversion of CHF loans 
into EUR at historical rates at the expense of banks. Based on this, Erste Group 
should face a ca. EUR 130 mn impairment (pre-tax), while RBI and OTP will likely 
book a pre-tax burden of EUR 70 mn and HUF 7.2 bn, respectively.

The Romanian macro landscape remains supportive for the two listed banks, 
BRD-GSG (BRD) and Banca Transilvania (TLV). Economic growth should stay ro-
bust and the Romanian credit cycle seems to have provided more evidence that it 
reached an inflection point in 2015. BRD is still our preferred bank, given the sim-
pler recovery story and more attractive valuation. As regards BRD, the expected 
resumption of dividend payments which the bank announced to take place next 
year (from 2015 net profit) is not yet priced in. The TLV stock has had a stronger 
performance this year, supported by the extremely large one-off gains generated 
from the acquisition of Volksbank Romania. Nevertheless, for the next two years 
its ROE should suffer due a significantly higher equity base, modest additional 
profitability from Volksbank assets and lower bond gains.

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.

Banks

  Upcoming elections in Poland will likely change the banking environment 
  New CHF law in Croatia to trigger a one-off burden for Erste, OTP 
  In Romania we still prefer BRD over TLV due to more attractive valuation  
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Nuclear accord good for Iran, painful for the oil market 
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We believe that the Iranian nuclear deal, which was reached in the middle of 
July, could have a strong impact on the oil market. Assuming that the nuclear ac-
cord is approved by the US Congress and will be duly implemented by Iran, inter-
national economic sanctions could be lifted already this December. The Iranian 
authorities claim that the country’s daily production could rise by 1.0-1.5 mn bbl 
of oil within 12 months. We reckon that irrespective of how fast Iran should reha-
bilitate its oil industry and ramp up production, the oil market should face more 
supply in the medium term, which is likely to keep the oil price under pressure for 
a longer period of time. 

Refining and petchem margins have strongly benefited from the low oil price en-
vironment. Improved demand for motor fuels on the back of cheaper prices has 
also supported higher utilisation of global refining capacity, thus helping the 
downstream players further strengthen their profitability. We believe that the re-
fining environment should remain favourable in the medium term, assuming that 
the oil price stays under pressure. Although we reckon that in the short term the 
refining margin should fall from levels seen in 2Q, we would still expect the Eu-
ropean refiners to post strong earnings in 2H 15e and benefit from the sea-
sonal demand during the high driving season. Moreover, players with exposure 
to petchem should see even stronger earnings flows than the stand-alone refin-
ers due to robust margins. In the longer term, we believe that additional refining 
capacities and the expected rebound of the oil price should push refining mar-
gins to their historical average.

In an environment of low oil prices and robust refining/petchem margins, we 
would favour players with exposure to downstream and robust upstream portfo-
lios. We favour (i) OMV, whose upstream segment is cash positive even at the 
current oil price and is naturally hedged through the downstream exposure and 
(ii) MOL due to its strong exposure to downstream and its intention to acquire 
more upstream assets. We stay bearish on SBO as we expect global drilling ac-
tivity to remain weak due to currently frozen investments in E&P and lower hydro-
carbon production expected in North America. 

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 to stay weak in the medium term 
  Downstream players to continue to benefi t from weak oil price
  We favour OMV and MOL and remain bearish on SBO
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Equities

As a globally leading manufacturer of hydraulic lifting, loading and handling sys-
tems, Palfinger offers a compelling cyclical play, in our view. We believe that the 
economic growth in its most important markets is intact. With a few exceptions, 
the demand trends in Europe are on an upward trajectory. Although starting from 
a low base, also Southern Europe seems to recover. Importantly, demand for the 
cash-cow product loader cranes is growing. Concerning the US market manage-
ment remarks suggest that – even when adjusting for positive FX effects – the com-
pany currently sees double-digit growth rates. Moreover prospects of the busi-
ness unit marine cranes appear attractive and the company is vocal that further 
(potentially sizeable) M&A deals are being targeted. These pillars should over-
compensate for the decline in Russia and the slowing growth dynamics in China. 
Concerning its Chinese JV (approx. 5% of group EBIT) with Sany Heavy Indus-
try Palfinger has acknowledged that the 2015 unit sales would fall substantially 
short of the initial target of 1,500 units, presumably just reaching half of that fig-
ure. However, Palfinger, at least for the time being was able to compensate for 
the lack of domestic demand by export business via so-called barter deals. Palfin-
ger is about to ramp-up production of 
access platforms which should help to 
spur the business expansion.

For FY 2015 the management guides 
for revenue growth of slightly more 
than 10%, which translates into ca. 
EUR 1.2 bn. Against the backdrop of 
the 1H performance (+14% to EUR 
606 mn) and the order situation we 
assume that the target is well sup-
ported. Moreover the management 
displayed confidence that the FY mar-
gin could reach at least 8%.

In the wake of the recent sell-off of 
equity markets also Palfinger’s share 
price has suffered. Consequently trad-
ing multiples have come down consid-
erably and the company is valued at 
2015-16e P/Es of ca. 15x and 12x, 
respectively, equivalent to discounts of 
some 15% to the peer group. Its EV/
EBIT multiples of 11.5x and 9.5x are 
about in line.

Financial analyst: Markus Remis

Key ratios

2014 2015e 2016f 2017f

EPS 1.05 1.58 1.94 2.08

PER 20.0 14.9 12.1 11.3

Operating CF per share 1.32 1.92 2.59 2.86

Price cash flow 15.9 12.3 9.1 8.2

Book value per share 11.92 13.16 14.59 16.02

Price book value 1.8 1.8 1.6 1.5

Dividend yield 1.6% 2.2% 2.7% 3.0%

ROE 9.4% 12.6% 14.0% 13.6%

ROCE 7.5% 8.7% 9.7% 9.9%

EV/EBITDA 9.9 8.2 7.0 6.5
Source: Palfinger, Raiffeisen Centrobank estimates

 Palfi nger: Positive European and US fundamentals 

Income statement & balance sheet (IFRS)

in EUR mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 1,063 1,197 1,299 1,364

EBITDA 105 136 157 166

EBIT 66 97 117 125

EBT 55 85 103 111

Net profit b.m. 44 67 81 86

Net profit a.m. 38 59 73 78

Balance sheet

Total assets 1,130 1,191 1,238 1,273

Shareholders' equity 445 491 544 598

Goodwill 126 126 126 126

NIBD 392 390 371 346
Source: Palfinger, 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.

  Current share price: EUR 23.50
  Target price: EUR 31.50
  Market capitalisation: EUR 876 mn
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Palfinger: 5y high: EUR 33.90; 5y low: EUR 11.59
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Source: Bloomberg
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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

We note that the visibility for a strong earnings rise in the next quarters and in 
FY 16e has clearly increased, in our view. Viscose fibre spot prices have con-
tinued their recovery above our previous expectations, price hikes were success-
fully implemented over the summer months, negative EUR/USD hedging effects 
will disappear later this year and the fruits from the on-going cost restructuring 
programme are visible in the set of results. We forecast 2H 15e EBITDA of EUR 
163 mn vs. clean EBITDA in 1H 15 of approx. EUR 135 mn and a rise of EBITDA 
16e to EUR 322 mn vs. EUR 290 mn in FY 15e.  FY 16e trading multiples - EV/
EBITDA 16e of 6.3x and PER 16e of 12.6x – show that the group’s valuation 
does not look too demanding in our view, although not indicating a bargain ei-
ther. As the next potential triggers we see 3Q 15e results on November 12 - 
which we expect to come in strong - and the Capital Market Day scheduled for 
November 17, for which we expect an update on the mid-term strategy (likely in-
creasing the share of specialty fibres, potential further cost restructuring). 
  
We shifted our valuation horizon to FY 16e numbers and derive a new TP of EUR 

72.50 (prev. EUR 67.00) using a DCF 
model (fair value EUR 73 incl. DPS 
15e of EUR 1.25) as well as a target 
EV/EBITDA multiple of 6.5x (EUR 67 
for FY 16e) and a target PER of 14.0x 
(EUR 74 for FY 16e). The target mul-
tiples reflect about the respective 1y 
forward multiples between the re-IPO 
in June 2011 and eop 2013 and 2y 
forward trading multiples of the cur-
rent year 2015. We exclude 2014 ra-
tios for the target multiple calculation 
as we deem the ratios too high be-
cause they reflect last year’s low earn-
ings as a result of the fibre price slump 
and restructuring expenses.

Among the risks we point to Lenzing’s 
higher exposure to China as the com-
pany generates slightly less than 10% 
of its sales with Chinese end custom-
ers, while the overall sales exposure 
to China is higher given the standing 
of the global textile industry. 

Financial analyst: Bernd Maurer

Key ratios

2014 2015e 2016f 2017f

EPS -0.51 4.75 5.28 5.67

PER -103.9 14.0 12.6 11.7

Operating CF per share 8.24 6.10 9.27 9.64

Price cash flow 6.4 10.9 7.2 6.9

Book value per share 38.48 42.24 46.27 50.44

Price book value 1.4 1.6 1.4 1.3

Dividend yield 1.9% 1.9% 2.3% 2.6%

ROE -1.3% 11.8% 11.9% 11.7%

ROCE 0.3% 7.8% 8.4% 8.8%

EV/EBITDA 7.6 7.2 6.3 5.9
Source: Lenzing, Raiffeisen Centrobank estimates

Lenzing: Strong earnings momentum on viscose price recovery

Income statement & balance sheet (IFRS)

in EUR mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 1,864 1,969 2,044 2,111

EBITDA 240 290 322 330

EBIT 22 164 202 212

EBT 7 164 187 201

Net profit b.m. -14 125 140 150

Net profit a.m. -13 126 140 150

Balance sheet

Total assets 2,375 2,378 2,373 2,421

Shareholders' equity 1,022 1,121 1,228 1,339

Goodwill 13 13 13 13

NIBD 436 344 279 200
Source: Lenzing, Raiffeisen Centrobank estimates
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Lenzing ATX
Lenzing: 5y high: EUR 103.5; 5y low: EUR 39.99
ATX: 5y high: 3000.7 (14/02/2011), 5y low: 1652.79 
(23/11/2011)
Source: Bloomberg

Lenzing vs. ATX

  Current share price: EUR 66.60
  Target price: EUR 72.50
  Market capitalisation: EUR 1,763 mn
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In the past months, concerns about emerging market growth, in particular regard-
ing China and specifically a stalling momentum in car registrations, have been 
a bane for Andritz’s share price. Following the acquisition of Schuler (20% of 
2014 group sales) in 2013, its exposure to the more cyclical automotive indus-
try has increased considerably and Chinese automotive-related orders accounted 
for around 7% of order intake recently. Additionally, concerns have spread to 
other emerging markets, and while the lion’s share of Andritz’s business stems 
from non-cyclical hydro and pulp&paper equipment (the latter recently fuelled 
by another large-scale order from Brazil) and almost 2/3 of order intake is cur-
rently coming from developed countries (Europe and North America), sentiment 
has deteriorated. 

Underlying figures, however, have been strong so far with Q2 15 results a ma-
jor surprise, and the improving revenue and better net profit guidance should 
tolerate even the second leg of restructuring charges at Schuler of EUR 55 mn, 
which should deliver EUR 30-35 mn of 
annual cost savings in 2017e. Given 
a strong order backlog at better mar-
gins, meeting the 7% EBITA margin 
target (before restructuring) should 
remain in the books for the mid-term 
(with the October 6 Capital Markets 
Day to deliver the details). 

Though some caution on Andritz’s top 
line development should be warranted 
given sluggish economic data releases 
in China and resulting delays in or-
der intake, we do not consider the re-
cent share price decline justified, and 
reckon that current share price and 
hence valuation levels indeed mark 
an interesting entry point. With an or-
der backlog of EUR 7.3 bn, improving 
profitability in Separation and restruc-
turing measures at Schuler promising 
margin support, we are confident that 
Andritz should deliver sound earnings 
growth that even outpaces top-line mo-
mentum. We confirm our BUY recom-
mendation. Our target price stands at 
EUR 60.

Financial anlyst: Teresa Schinwald

Key ratios

2014 2015e 2016f 2017f

EPS 2.03 2.66 2.99 3.23

PER 22.5 15.3 13.6 12.6

Operating CF per share 4.39 5.54 4.80 5.06

Price cash flow 10.4 7.3 8.5 8.0

Book value per share 9.62 11.28 12.59 14.32

Price book value 4.8 3.6 3.2 2.8

Dividend yield 2.2% 3.3% 3.7% 4.0%

ROE 22.2% 25.4% 25.1% 24.0%

ROCE 14.6% 18.3% 20.1% 19.8%

EV/EBITDA 10.0 7.5 7.1 6.6
Source: Andritz, Raiffeisen Centrobank estimates
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Andritz: 5y high: EUR 57.49; 5y low: EUR 25.24
ATX: 5y high: 3000.7 (14/02/2011), 5y low: 1652.79 
(23/11/2011)
Source: Bloomberg

Andritz vs. ATX

Andritz: Overdone Chinese gloom marks an opportunity

Income statement & balance sheet (IFRS)

in EUR mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 5,859 6,289 6,397 6,665

EBITDA 472 536 557 583

EBIT 296 395 426 454

EBT 299 396 440 474

Net profit b.m. 210 278 315 339

Net profit a.m. 211 276 311 335

Balance sheet

Total assets 5,968 6,240 6,416 6,762

Shareholders' equity 998 1,171 1,307 1,487

Goodwill 538 538 539 539

NIBD -982 -1,289 -1,347 -1,544
Source: Andritz, 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: EUR 40.64
  Target price: EUR 60.00
  Market capitalisation: EUR 4,218 mn
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Equities

We stick to our BUY recommendation on Cyfrowy Polsat owing to its superior 
business mix versus major competitors, falling capex and an expected increase 
in cash flow after interest next year, following refinancing. The price pressure in 
the voice segment (currently hidden in the reporting as ARPU is only provided in 
terms of an average value for all services including pay-TV, internet and voice) 
seems to be hitting retail revenue, especially as voice clients are migrating to bun-
dled offers with lower revenue per service, but the negative impact should be fad-
ing next year. Whereas the transitory phase may hurt in 2015 (in line with ear-
lier management expectations, though), the business model seems to remain su-
perior compared to the group’s competitors in the retail segment, and the top line 
should be gradually growing by about 1% per year in 2016-2017e, in our view. 
We also like the EV/EBITDA multiple that falls to below 7x in 2016e, which is 
an attractive level for a player that represents a mix of a mobile telecom opera-
tor with limited capex requirements and media businesses generating cash prac-
tically without the necessity for any larger fixed asset investments.

The refinancing exercise that should 
be completed by 1Q 16e may draw 
investors’ attention to the low adj. P/E 
multiple, while additional cost cuts re-
lated to the integration of Polkomtel in 
2016 may support the EBITDA margin 
(IT projects, billing systems). Capex to 
sales is guided at 8% this year, which 
should help deleverage. A return to 
dividend payments may be possible 
in 2017e, but it depends on the com-
pany’s acquisition plans with the po-
tential target Midas, which holds spec-
trum used for broadband services. 

In the short term we reckon with im-
proved client additions in 2H 15e vs. 
Q2 owing to an updated smartDOM 
offer combining a number of services 
for a client. ARPU per client grew by 
2% yoy in Q2 15, which shows that 
the multi-play strategy is successfully 
being implemented by the group. The 
company already offers services on 
the 5MHz slot in 800 the MHz fre-
quency band, while 5 other slots are 
being auctioned currently.  

Financial analyst: Dominik Niszcz

Cyfrowy Polsat: Falling costs and capex to support cash fl ows

Cyfrowy Polsat: 5y high: PLN 27.80; 5y low: PLN 12.70
PX: 5y high: 1276.3 (18/01/2011), 5y low: 843 
(25/11/2011)
Source: Bloomberg

Cyfrowy Polsat vs. PX
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Cyfrowy Polsat WIG30

  Current share price: PLN 22.87
  Target price: PLN 28.50
  Market capitalisation: EUR 3,481 mn

Key ratios

2014 2015e 2016f 2017f

EPS 0.59 1.35 2.83 1.87

PER 39.7 16.9 8.1 12.2

Operating CF per share 4.00 3.31 3.26 4.02

Price cash flow 5.9 6.9 7.0 5.7

Book value per share 14.29 15.65 18.47 19.58

Price book value 1.6 1.5 1.2 1.2

Dividend yield 0.0% 0.0% 3.3% 3.7%

ROE 4.8% 9.0% 16.6% 9.8%

ROCE 6.4% 3.9% 8.3% 5.5%

EV/EBITDA 9.7 6.9 6.7 6.4
Source: Cyfrowy Polsat, Raiffeisen Centrobank estimates

Income statement & balance sheet (IFRS)

in PLN mn 2014 2015e 2016f 2017f

Income Statement

Consolidated sales 7,410 9,650 9,778 9,911

EBITDA 2,738 3,577 3,532 3,487

EBIT 1,442 1,821 1,895 1,916

EBT 314 1,005 1,983 1,457

Net profit b.m. 293 864 1,808 1,194

Net profit a.m. 293 864 1,808 1,194

Balance sheet

Total assets 27,381 25,780 26,131 25,683

Shareholders' equity 9,142 10,006 11,814 12,522

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

NIBD 12,291 10,997 8,913 7,704
Source: Cyfrowy Polsat, Raiffeisen Centrobank estimates



59Please note the risk notifi cations and explanations at the end of this document

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.

Based on the most recent news-flow we reckon that Gedeon Richter has an at-
tractive upside potential due to the following factors: First, we have implemented 
in our SOTP valuation a cautious estimate for the sales and earnings impact of 
VRAYLAR (Cariprazine), which recently received FDA approval for the treatment 
of indications such as manic or mixed episodes of bipolar disorder and schizo-
phrenia in adults. Based on a sales range issued by the group’s US partner Al-
lergan for the 4 indications of Cariprazine (including major depression disorder 
“MDD” and bipolar depression) earlier in 2015e amounting to between USD 
300 mn and USD 1,000 mn p.a. we calculated an SOTP upside potential for the 
share of Gedeon Richter between HUF 200 – HUF 645. We have included in 
our current 12-month (cum-dividend) price target of HUF 5,100 a value of HUF 
340, which is rather on the lower edge of the valuation range. Secondly, in our 
SOTP valuation we have so far not included the sales potential of Cariprazine 
for the EU market, but will consider doing so for the indication against schizo-
phrenia after successful completion of the required differentiation study on the 
one hand and in light of a most recent 
statement of the CEO of Gedeon Rich-
ter, Eric Bogsch, that Cariprazine is 
planned to be launched in the EU mar-
ket in 2017e on the other hand. Third, 
we have so far not included in our esti-
mates the US sales potential for Esmya 
– the current top product against uter-
ine fibroids – which is already being 
marketed in the EU and other non-EU 
European markets. Hence, while we 
reckon that we have already consid-
ered the risks of the most recent depre-
ciation of RUB against HUF in our cur-
rent sales and earnings forecasts (as 
we have implemented an EBIT margin 
for FY 2015e of 14.4% compared to 
17.2% in 1H 2015) we see further up-
side potential from the EU market ap-
proval for Cariprazine and vice versa 
from the US market approval for Es-
mya. All in all, based on the mid-term 
sales and earnings growth potential of 
the new products the share of Gedeon 
Richter remains an interesting growth 
stock at the current price level, in our 
view . 

Financial analyst: Daniel Damaska

Key ratios

2014 2015e 2016e 2017e

EPS 132.7 259.7 248.7 273.2

PER 26.6 17.1 17.8 16.2

Operating CF per share 327.0 400.8 405.7 434.3

Price cash flow 10.8 11.1 10.9 10.2

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

Price book value 1.2 1.4 1.3 1.2

Dividend yield 0.9% 1.5% 1.4% 1.5%

ROE 4.4% 8.3% 7.5% 7.7%

ROCE 9.0% 7.6% 6.9% 7.3%

EV/EBITDA 8.5 8.7 8.3 7.4
Source: Gedeon Richter, Raiffeisen Centrobank estimates
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Gedeon Richter BUX
Gedeon Richter: 5y high: HUF 4,885; 5y low: HUF 
2,920
BUX: 5y high: 24451.38 (07/04/2011), 5y low: 
14929.76 (26/09/2011)
Source: Bloomberg

Gedeon Richter vs. BUX

Gedeon Richter: More upside potential from new products

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

Equities  

  Current share price: HUF 4,435
  Target price: HUF 5,100
  Market capitalisation: EUR 2,644 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.
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.
Kindly note that research is done and recommendations are given only in respect of financial instruments which are not af-
fected by the sanctions under EU regulation no 833/2014 as amended, i.e. financial instruments which have been issued 
before 1 August 2014. 
We may remind you that the acquisition of financial instruments with a term exceeding 30 days issued after 31 July 2014 
is prohibited under EU regulation no 833/2014 as amended. No opinion is given with respect to such prohibited finan-
cial instruments.
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Disclosure

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

Date of recommendation Recommendation
GAZPRU 5.999% due 2021 15/12/2014 Buy
GAZPRU 5.999% due 2021 23/01/2015 Buy
GAZPRU 5.999% due 2021 04/02/2015 Buy
GAZPRU 5.999% due 2021 07/05/2015 Buy
GAZPRU 5.999% due 2021 09/07/2015 Buy
LUKOIL Start of coverage 17/04/2008

Date of recommendation Recommendation
LUKOIL 6.356% due 2017 23/01/2015 Sell
LUKOIL 6.356% due 2017 05/03/2015 Sell
LUKOIL 7.25% due 2019 07/05/2015 Buy
LUKOIL 7.25% due 2019 09/07/2015 Buy
Phosagro Start of coverage 11/07/2014

Date of recommendation Recommendation
PHORRU 4.204% due 2018 23/01/2015 Buy
PHORRU 4.204% due 2018 06/05/2015 Buy
PHORRU 4.204% due 2018 09/07/2015 Buy
mBank Start of coverage 18/10/2012

Date of recommendation Recommendation
BREP 2.375% due 2019 03/11/2014 Buy
BREP 2.375% due 2019 13/11/2014 Buy
BREP 2.375% due 2019 12/02/2015 Sell
BREP 2.375% due 2019 23/02/2015 Sell
BREP 2.375% due 2019 06/05/2015 Sell
BREP 2.375% due 2019 10/07/2015 Sell
Halyk bank Start of coverage 17/04/2008

Date of recommendation Recommendation
HSBKKZ 7.25% due 2017 13/10/2014 Buy
HSBKKZ 7.25% due 2017 09/07/2015 Buy

Corporate Credits
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Disclosure

Bonds
Financial instruments/Company Date of the fi rst publication

Eurobonds 01/01/2001

LCY bonds 01/01/1997

Bonds

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

BG HR CZ HU KZ LT PL RO

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

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

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

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

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

24/03/2015 I -- I I I I Hold I -- -- Buy Buy Buy Hold I Buy

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

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 -- -- Hold Hold I Buy Hold Hold

24/06/2015 Hold -- I I I I I I -- -- I I I Hold I I

06/08/2015 I -- Sell Sell I I I I -- Buy Buy I Hold I I I

03/09/2015 I -- I I I I I I -- I Hold I I I I I

22/09/2015 I -- I I I I Buy Buy -- I Hold I Buy I Buy Buy
* recommendations based on absolute expected performance, i.e. expected spread change; Source: RBI/Raiffeisen RESEARCH

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

RU RS SK SI TR UA BY

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

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

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

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

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

24/03/2015 Buy Buy – Hold -- -- -- -- I I I I - Hold

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

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

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

24/06/2015 I I – I I -- I -- I Hold I I - I

06/08/2015 I I – I I -- Hold -- Hold I Sell Sell - Sell

03/09/2015 I I – I I -- I -- I I Hold Hold - I

22/09/2015 I I – I I -- I -- Sell Sell I I - I
* recommendations based on absolute expected performance, i.e. expected spread change; Source: RBI/Raiffeisen RESEARCH

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

16/09/2014 Hold I I Hold 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

06/08/2015 I I Hold I I Sell I I I Sell I I I Sell I I Hold Hold Hold I Hold I I Hold

03/09/2015 I I I I I I I I I I I I I I I I I I I Buy I I I Buy

22/09/2015 I I I I I I I I I I I I I I I I I I I I Sell I I I
* recommendations based on absolute expected performance in LCY; ** TRY and RUB vs USD; other FX vs EUR; Source: RBI/Raiffeisen RESEARCH
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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
18/09/2015 I I I I I Buy I I

Equities
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Disclosure

Equities
OMV: 5y high: EUR 39.69 (21/05/2013), 5y low: EUR 20.07 
(15/12/2014)
Recommendation history
01.02.2002 
(Initiation date)

Rating Target Price Prev. day's close Upside

25/08/2015 Buy 25.00 21.16 18.2%
18/08/2015 Hold 25.00 24.04 4.0%
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%

MOL: 5y high: HUF 25,550 (07/04/2011), 5y low: HUF 10,710 
(19/01/2015)
Recommendation history
01.02.2002 
(Initiation date)

Rating Target Price Prev. day's close Upside

09/09/2015 Hold 15,000 13,335 12.5%
13/08/2015 Buy 17,600 14,275 23.3%
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%

SBO: 5y high: EUR 95.98 (04/07/2014), 5y low: EUR 43.05 
(20/08/2015)
Recommendation history
01.02.2002 
(Initiation date)

Rating Target Price Prev. day's close Upside

31/08/2015 Reduce 45.00 48.98 -8.1%
23/07/2015 Reduce 48.00 52.00 -7.7%
01/07/2015 Reduce 54.00 54.23 -0.4%
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%

 

Equities

Lenzing: 5y high: EUR 103.5 (01/06/2011), 5y low: EUR 39.99 
(28/03/2014)
Recommendation history
26/07/2011 
(Initiation date)

Rating Target Price Prev. day's close Upside

17/09/2015 Buy 72.50 62.75 15.5%
10/07/2015 Hold 67.00 65.71 2.0%
29/04/2015 Buy 65.50 56.64 15.6%
27/03/2015 Hold 62.50 60.50 3.3%
03/03/2015 Hold 65.00 59.29 9.6%
17/11/2014 Hold 52.00 49.00 6.1%
17/09/2014 Hold 48.00 47.70 0.6%
23/05/2014 Hold 46.00 45.64 0.8%
25/03/2014 Hold 45.00 40.00 12.5%
21/02/2014 Hold 52.00 46.50 11.8%

Palfinger: 5y high: EUR 33.9 (17/01/2014), 5y low: EUR 11.59 
(22/11/2011)
Recommendation history
01.02.2002 
(Initiation date)

Rating Target Price Prev. day's close Upside

10/08/2015 Buy 31.50 27.22 15.7%
04/05/2015 Hold 29.50 26.72 10.4%
19/02/2015 Hold 25.00 24.84 0.7%
06/10/2014 Hold 21.50 24.00 -10.4%
11/08/2014 Buy 27.00 22.51 19.9%
08/05/2014 Hold 27.50 27.23 1.0%
21/02/2014 Reduce 27.50 30.68 -10.4%

Cyfrowy Polsat: 5y high: PLN 27.8 (06/10/2014), 5y low: PLN 12.7 
(05/01/2012)
Recommendation history
14.07.2009 
(Initiation date)

Rating Target Price Prev. day's close Upside

21/07/2015 Buy 28.50 23.17 23.0%
26/03/2015 Buy 30.00 24.80 21.0%
18/02/2015 Buy 29.00 23.80 21.8%
21/07/2014 Buy 26.50 22.80 16.2%
17/03/2014 Hold 23.20 20.15 15.1%
13/01/2014 Buy 23.20 19.00 22.1%

Gedeon Richter: 5y high: HUF 4,885 (07/10/2010), 5y low: HUF 
2,920 (26/09/2011)
Recommendation history
01.02.2002 
(Initiation 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%
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Coverage universe recommendation overview

buy hold reduce sell suspended UR

Universe 51 57 7 4 9 4

Universe % 39% 43% 5% 3% 7% 3%

Investment banking services 12 15 4 1 3 0

Investment banking services % 34% 43% 11% 3% 9% 0%
Source: Raiffeisen Centrobank, rounding differences may occur

Equities

Andritz: 5y high: EUR 57.49 (13/04/2015), 5y low: EUR 25.235 
(22/09/2010)
Recommendation history
01/02/2002 
(Initiation date)

Rating Target Price Prev. day's close Upside

31/07/2015 Buy 60.00 49.19 22.0%
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%

Erste Group: 5y high: EUR 39.247 (16/02/2011), 5y low: EUR 10.59 
(23/11/2011)
Recommendation history
01/02/2002 
(Initiation date)

Rating Target Price Prev. day's close Upside

17/08/2015 Hold 30.00 28.42 5.6%
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%

OTP: 5y high: HUF 6,450 (28/04/2011), 5y low: HUF 2,798 
(23/09/2011)
Recommendation history
01.02.2002 
(Initiation 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%

Komercni Banka: 5y high: CZK 5,667 (19/03/2015), 5y low: CZK 
2,900 (10/08/2011)
Recommendation history
01.02.2002 
(Initiation 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%

Equities

BZ WBK: 5y high: PLN 422 (05/03/2014), 5y low: PLN 210 
(22/10/2010)
Recommendation history
07/03/2005 
(Initiation 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%

Bank Handlowy: 5y high: PLN 128.95 (21/10/2013), 5y low: PLN 
58.55 (13/09/2011)
Recommendation history
27/02/2014 
(Initiation 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%

BRD-GSG: 5y high: RON 15.8 (25/03/2011), 5y low: RON 7.125 
(07/12/2012)
Recommendation history
06.11.2003 
(Initiation 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%

Banca Transilvania: 5y high: RON 2.497 (04/08/2015), 5y low: RON 
0.496492 (20/12/2011)
Recommendation history
06.11.2003 
(Initiation date)

Rating Target Price Prev. day's close Upside

08/09/2015 Hold 2.38 2.27 4.8%
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
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Technical analysis, and asset allocation

Technical analysis: Historical recommendations

Date ATX BUX BIST 100 CROBEX 10 MICEX WIG 30

16/09/2014 NEUTRAL BULLISH BULLISH BULLISH BULLISH BULLISH

18/09/2014 BULLISH BULLISH BEARISH BULLISH BULLISH BULLISH

25/09/2014 NEUTRAL BEARISH BEARISH BULLISH BULLISH BULLISH

02/10/2014 BEARISH NEUTRAL BEARISH BULLISH BULLISH BEARISH

09/10/2014 BEARISH NEUTRAL BEARISH NEUTRAL BEARISH BEARISH

16/10/2014 BEARISH BEARISH BEARISH BEARISH NEUTRAL BEARISH

23/10/2014 BULLISH NEUTRAL BEARISH NEUTRAL BEARISH NEUTRAL

27/10/2014 BULLISH NEUTRAL BULLISH NEUTRAL BEARISH NEUTRAL

30/10/2014 BULLISH BEARISH BULLISH BEARISH BULLISH NEUTRAL

06/11/2014 NEUTRAL BULLISH BULLISH BEARISH BULLISH BULLISH

10/11/2014 NEUTRAL BULLISH NEUTRAL BEARISH BULLISH BULLISH

13/11/2015 BULLISH BULLISH NEUTRAL BEARISH BULLISH NEUTRAL

17/11/2014 BULLISH BULLISH BULLISH BEARISH BULLISH NEUTRAL

20/11/2014 BULLISH BULLISH BULLISH NEUTRAL BULLISH NEUTRAL

27/11/2014 BULLISH NEUTRAL BULLISH NEUTRAL BULLISH NEUTRAL

Financial instruments/Company Date of the fi rst publication
ATX 15/04/1995
BELEX 15 01/10/1996
BUX 01/10/1996

CROBEX 18/11/2009
MICEX 02/09/2013
PX 15/03/2002
WIG 30 01/10/1996

Technical analysis: Historical recommendations

Date ATX BUX BIST 100 CROBEX 10 MICEX WIG 30

04/12/2014 BULLISH NEUTRAL BULLISH BEARISH BULLISH BULLISH

11/12/2014 NEUTRAL NEUTRAL BULLISH BEARISH BEARISH NEUTRAL

18/12/2014 NEUTRAL NEUTRAL BULLISH BEARISH BULLISH BULLISH

08/01/2015 NEUTRAL NEUTRAL BULLISH BULLISH BULLISH BULLISH

22/01/2015 NEUTRAL NEUTRAL BULLISH BULLISH BULLISH NEUTRAL

29/01/2015 NEUTRAL NEUTRAL BULLISH BEARISH BULLISH BULLISH

05/02/2015 NEUTRAL BULLISH BULLISH BEARISH BULLISH BULLISH

12/02/2015 NEUTRAL BULLISH BULLISH BULLISH BULLISH NEUTRAL

19/02/2015 BULLISH BULLISH BULLISH BEARISH BULLISH BULLISH

05/03/2015 BULLISH BULLISH BEARISH NEUTRAL BULLISH BULLISH

11/03/2015 NEUTRAL NEUTRAL BEARISH BEARISH BULLISH NEUTRAL

19/03/2015 NEUTRAL BULLISH BEARISH BULLISH BULLISH BULLISH

23/03/2015 BULLISH BULLISH NEUTRAL BEARISH BEARISH BULLISH

25/06/2015 BULLISH BULLISH NEUTRAL BULLISH BULLISH NEUTRAL

16/09/2015 BEARISH BEARISH BEARISH BEARISH BEARISH BEARISH

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

CEE portfolio weightings
Sep 14 Oct 14 Nov 14 Dec 14 Jan 15 Feb 15 Mar 15 Apr 15 May 15 Jun 15 Jul 15 Aug 15

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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Kathrein Privatbank Aktiengesellschaft

Raiffeisen Bank International AG
Group Capital Markets: 
Nicolaus Hagleitner P: +431 71707-1467
Investmentbanking Products: 
Marcus Offenhuber P: +431 71707-1147
Investmentbanking Products: 
Matthias Renner P: +431 71707-2123

RB International Markets (USA) LCC
Stefan Gabriele P:+1 212 835 2328

AL: Raiffeisen Bank Sh.a.
Mirela Borici P: +355 4 2381000-1074

BH: Raiffeisen Bank d.d. Bosna i Hercegovina
Reuf Sulejmanovic P: +387 33 287-449

BG: Raiffeisenbank (Bulgaria) EAD
Boyan Petkov P: +359 2 91985-635

BY: Priorbank JSC
Treasury: Svetlana N Gulkovich P: +375 17 2899080
Investmentbanking: Oleg Leontev P. +375 17 2899251

CZ: Raiffeisenbank a.s.
Milan Fischer P: + 420 234 40-1145

HR: Raiffeisenbank Austria d.d.
Ivan Zizic P: +385 1 4695-076

HU: Raiffeisen Bank Zrt.
Gabor Liener P: +36 1 484-4304

KO: Raiffeisen Bank Kosovo J.S.C.
Berat Isa  P: +381 38 222222  229

PL: Raiffeisen Bank Polska S.A.
Miroslaw Winiarsczyk P: +48 22 585 3710

RO: Raiffeisen Bank S.A.
Aurelian Mihailescu P: +40 21 3061221

RU: AO Raiffeisenbank
Capital Markets: Sergey Shchepilov P: +7 495 721 9977
Investmentbanking: Oleg Gordienko P: +7 495 721 9900

SI: Raiffeisen Banka d.d.
Marko Stolica P: +386 22293183

SK: Tatra banka, a.s. 
Peter Augustin P: +421 2 5919-1313

SR: Raiffeisen banka a.d. 
Branko Novakovic P: +381 11 2207131

UA: Raiffeisen Bank Aval 
Vladimir Kravchenko P: +380 44 49542 20

Markets & Investment Banking

Raiffeisen Bank International AG, Vienna
Corporate Customers: Joseph Eberle P: +43 1 71707 1487
Financial Institutions: Axel Summer P: +43 1 71707 1476

RBI London Branch
Matthias Renner P: +44 20 7933 8001
Graham Page P: +44 20 7933 8108

RBI Beijing Branch 
Terence Lee  P: +86 10 8531-9007

RBI Singapore Branch
Klaus Krombass P: +65 6305 6024

AL: Raiffeisen Bank Sh.a.
Jorida Zaimi P: +355 4 2381 445 2865

AT: Raiffeisen Bank International AG
Rudolf Lercher  P: +43 1 71707 3537

BH: Raiffeisen Bank d.d. Bosna i Hercegovina
Vildana Sijamhodzic  P: +387 33 287 283 

BG: Raiffeisenbank (Bulgaria) EAD
Irena Krentcheva  P: +359 2 9198 5118

BY: Priorbank JSC
Oksana Alekseychenko  P: +375 17 289 9908

CZ: Raiffeisenbank a.s.
Roman Lagler P: +420 234 40 1728

HR: Raiffeisenbank Austria d.d.
Wolfgang Woehry P: +385 1 4566 462

HU: Raiffeisen Bank Zrt.
Lászlo Volosinovsky P: +36 1 484 4639

KO: Raiffeisen Bank Kosovo J.S.C.
Anita Sopi P: +381 38 22 22 22 184

PL: Raiffeisen Bank Polska S.A.
Krzysztof Lubkiewicz P: +48 22 585 2534

RO: Raiffeisen Bank S.A.
Reinhard Zeitlberger P: +40 21 306 1564

RU: AO Raiffeisenbank
Maria Maevskaya P: +7 495 775 5230

SI: Raiffeisen Banka d.d.
Simona Vizintin P: +386 2 22 93 159

SK: Tatra banka, a.s. 
Mirco Ribis P: +421 2 5919 1846

SR: Raiffeisen banka a.d.
Sofija Davidovic P: +381 11 220 7807

UA: Raiffeisen Bank Aval 
Andreas Kettlgruber P: +38 044 495 41 10


