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Market snapshot**

30

40

curr.” Jun-16 Sep-16 Dec-16

Poland

EUR/PLN 4.27
Key rate 1.50
10y bond 2.9
Hungary

EUR/HUF 313.7
Key rate 1.20
10y bond 3.0
Czech Rep.

EUR/CZK 27.1
Key rate 0.05
10y bond 0.4
Romania

EUR/RON 4.46
Key rate 1.75
10y bond 3.3
Croatia

EUR/HRK 7.53
10y bond 3.9
Russia

USD/RUB 68.3
Key rate 11.00
10y bond 9.2
Turkey

USD/TRY 2.88
Key rate 7.50
10y bond 9.9
EUR/USD 1.12

Currencies per 1 EUR

4.35
1.50
3.4

315
1.00
3.2

27.0
0.05
0.8

4.45
1.75
3.9

7.55
3.9

80.0
11.00
10.4

3.00
8.50
10.7
1.10

4.30
1.50
3.4

315
1.00
&8

27.0
0.05
0.9

4.40
1.75
4.0

7.60
3.9

75.0
11.00
10.5

2.95
9.50
10.3
1.10

4.30
1.50
3.5

320
1.00
3.4

27.0
0.05
1.1

4.40
1.75
4.1

7.65
3.9

70.0
11.00
10.2

3.10
9.50
10.0
1.05

* prices as of 25 March 2016, 09:43 a.m. CET;

** forecasts under revision

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
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Highlights

The last week was rich on market surprises, with at least two happenings in Hun-
gary. First of all a surprise rate cut in Hungary caught market totally out of guard
which imposed a shortterm selling pressure on the EUR/HUF rate while push-
ing HGB yields down. Despite this volatility we believe the national bank could
have achieved positive result by doing so as that could help to reduce medium-
term speculation pressure in this market. Another surprise was the decision of
S&P not to upgrade Hungary and overly cautious wording used in the agency's
pressrelease for the country. Despite Hungary still stands a good chance to re-
gain investment rating from Fitch on 20 May and, later, Moody’s in July, we be-
lieve that the S&P reflections on Hungary underscored the old concern about pol-
icy uncertainty which could hint on slower upgrade path for the country. For more
please turn to page 2 — “Focus On" section of this report. Another surprise which
impacted all CEE debt and FX markets was fairly stern warning from St. Louis
Fed President James Bullard who alleged that market could be overly optimistic
on US Fed outlook while the next policy action could be in April. This statement is
likely to add pressure on the markets this week as it could lead to more profit-tak-
ing excuses across EU peripheral and CEE government bonds too. We would not
expect any monetary or FX policy change at the national bank of Czech Repub-
lic this week when it convenes for policy meeting on 31 March. Likely the policy
makers will reassure the markets in the continuation of CZK policy cap. In Roma-
nia the national bank is also expected to keep key rate unchanged at 1.75% this
time as the regulator becomes worried about risk of fiscal slackening and con-
sumption driven growth. In primary Eurobond markets Russia looks likely to delay
its plan for a USD 3 bn sovereign issue after USA/EU warning for banks pushed
many big international players away from potential deal.

Financial analyst: Gintaras Shlizhyus, RBI Vienna

Expected changes until June 2016*
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* forecasts under revision
Source: Bloomberg, RBI/Raffieisen RESEARCH

Data highlights upcoming week

Date Indicator Period  est. High Mean Low Prev.
31-Mar  CZ: Key rate, % Apr 0.05 005 0.05 0.05 0.05
31-Mar  RO: Key rate, % Apr 175 175 175 175 175
O1-Apr  CZ: PMI, points Mar na. 555 549 542 555
O1-Apr  PL: PMI, points Mar 53.0 532 528 52 528
O1-Apr RU: PMI, points Mar na.  50.0 49.8 493 493

Source: Bloomberg, RBI/Raiffeisen RESEARCH
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Focus on: Hungarian re-rating story at risk?

Hungary sovereign rating

Fitch Moody's S&P
Hungary BB+/pos Bal/pos BB+/stab
Next review 20-May  08ul 16-Sep
(2016)
Direction* iy iy i

* Direction - likely rating direction in next 3-6 months
Source: Rating agencies, RBI/Raiffeisen RESEARCH

Hungary rating®

AA-/Aa3
A+/A1
A/A2]
A-/A3
BBB+/Baal4
BBB/Baa?2 4
BBB-/Baa3
BB+/Bal
BB/Ba21
BB-/Ba3 . T T
Mar-926 Mar-01 Mar-06 Mar-11 Mar-16
Fitch Moody's S&P

* vertical rating scale shown intentionally with minor dis-
placements of +0.1 and -0.1 scale step for Fitch and S&P
ratings respectively for better graphical visibility

Source: AKK, Rating agencies, RBI/Raiffeisen RESEARCH

Hungary spread vs. rating spread®
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|
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250 |
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* EMBIG USD spread differential in basis points, EMBIG
Hungary spread minus the average spread of respective
rating bracket

Source: Thomson Reuters, RBI/Raiffeisen RESEARCH

In recent months, international rating agencies delivered some surprises with re-
gards to their rating assessments of major CEE sovereigns, e.g. the once again
more negative turn of Moody’s on Russia and the harsh S&P reaction in the case
of Poland in early 2016. Recently, we saw a similar story in Hungary after S&P
and Moody's took an unusually conservative approach by holding the country’s
rating unchanged, which could become one of the longest ‘upgrade pending’
stories in the emerging markets. This holds especially true following S&P’s some-
what surprising lack of action on Hungary last Friday (no outlook change, no
rating change), accompanied by unexpectedly critical comments on economic
growth prospects as well as the central bank’s policy, transparency and ability
to pursue its inflation targeting mandate going forward.

In our opinion, this conservative stance by the rating agencies, which was
largely driven by somewhat overrating the implications of policy-making uncer-
tainties (including monetary policy as well as concerns about the growth out-
look), may be somewhat overdone. First, the currently very expansionary con-
ventional and unconventional monetary policy is largely trying to put an end to
the long-lasting and growth-retarding deleveraging in the banking sector (with-
out burdening banks too much), via the creation of generous refinancing con-
ditions as well as the reduction of long-term yields. Second, the current mone-
tary policy stance helped to substantially lower the dependency on foreign cap-
ital and non-resident holdings in the LCY government debt stock — usually a fac-
tor that is also carefully watched by rating agencies. With regards to the infla-
tion targeting mandate, it should be stressed that reaching the 3% target level
could be several years away, something that requires decisive policy action by
an inflation targeting central bank like the MNB. Nevertheless, the fairly scep-
tical S&P assessment shows that Hungarian policymakers should carefully man-
age transparency in central banking affairs, as the MNB is becoming an in-
creasingly prominent actor (e.g. via the interest rate swap policy, the acquisi-
tion of real estate portfolios, recent discussions about central bank profit alloca-
tion). Third, we see the Hungarian economy gradually returning to a more bal-
anced growth pattern (based on domestic and external drivers), while the inter-
national competitiveness of the Hungarian economy remains strong. All in all,
we are well aware of the remaining vulnerabilities in the Hungarian economy
as well as the medium-term growth and fiscal challenges. Nevertheless, we see
the S&P interpretation of the current economic and political situation (with a fo-
cus on the “[...] opaqueness around key institutions, such as the central bank,
reducing the visibility of future risks both in and outside the financial sector”) as
somewhat too negative.

Talking about Hungary's rating prospects, we believe that among the three ma-
jor rating agencies S&P would feel the most reluctant to upgrade the Hungarian
sovereign rating in the near future, while the odds could be better aligned with
Moody’s and Fitch. As a result probably, we may not see a positive rating move
from S&P in 2016 at all, given the agency’s strong focus on structural and me-
dium-term constraints. Therefore, much will depend on possible rating actions by
Fitch and Moody's. As things stand, we would still expect a rating upgrade to
be delivered in 2016, with Fitch more likely to lift Hungary's credit rating from
BB+ to BBB- during its regular review on 20 May. Moreover, Moody'’s could fol-
low Fitch later on 8 July when the agency has another review date. In our opin-
ion, any delay in the rating upgrade beyond these dates would warrant a very

Please note the risk notifications and explanations at the end of this document
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good explanation from the agencies, taking into account the much improved fun-
damentals and high international liquidity of Hungary. Therefore the use of “tra-
ditional” vague excuses like “policy uncertainty” next time may be not enough
to satisfy the investment community. In fact, the market is already trading Hun-
gary’s sovereign fo a BBB-minus rating with positive outlook since May 2015,
which implies a 1.5-notch higher rating for the country. Moreover, the dura-
tion of market implied re-rating would roughly correspond to the time when two
leading agencies, S&P and Fitch, changed their outlooks on Hungary to positive
back in spring 2015. The conservativism of Moody’s here could be partly ex-
plained by the fact that the agency was the last among the three to give a posi-
tive outlook on Hungary's rating only in November 2015.

Therefore, we see no clear impediments to the rating and, as such believe that
the Hungarian re-rating story could be sustained for the time being. As regards
the tough position of S&P, there are already several historical examples (e.g.
Russia or Turkey) when S&P was also much more cautious in granting rating up-
grades info the investment-grade space. Moreover, with regard to Hungary, S&P
was already the most cautious of the three rating agencies. Looking at the long-
term rating history of Hungary, we can see that S&P was usually at the lower-
end of the rating average compared to its competitors (e.g. from 2003/2004
until 2008,/2009, or from 2012 until 2015).

Still, we would not totally neglect possible negative spillovers from the rating
agencies’ inaction. In particular, the Hungarian Eurobond spread is already
trading tighter than for many sovereigns rated a BBB-minus. Using the EMBIG
USD spread differential for different rating categories, we find that Hungary
trades inside of both BB+ and BBB- averages. Nevertheless, overly tight valua-
tions suggest that there could be a risk of a technical correction in the Hungar-
ian Eurobond market due to a delay in the re-rating process, should Fitch ab-
stain from upgrading Hungary’s rating in May. Moreover, at the moment we
view the Hungarian spread as being too tight compared to the competition, i.e.
only +17bp above Romania (BBB-/stable), so market disappointment with no
rating action could trigger a moderate price correction for Hungary. Although
we see high odds for Hungary to receive an investment rating from Fitch and
Moody'’s this year already, as a precaution we decided to move Hungary from
buy to hold based on the tight valuations and increased uncertainty about the
possible upgrade timing path.

Last but not least, as regards the primary market outlook, we believe that Hun-
gary will wait until receiving an upgrade at least from one agency before it is
willing to consider a sovereign Eurobond issue this year. Despite Hungary’s ear-
lier announcement of its plan to return to the international markets, we believe
there is no rush for the government to do so, and the rating upgrade would be
crucial for cementing positive perception in the market for Hungary. Hence, we
would not expect the sovereign placement to take place until June, while in real-
ity we could even see the issue being delayed to H2.

Financial analysts: Gunter Deuber, Gintaras Shlizhyus; RBI Vienna
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Data releases and country coverage

This week, previous week: key data releases

Indicator Period  Actual Forecast Prev. | Indicator Period est. High Mean Low Prev.
Friday, 18 March Thursday, 31 March
RU: Key rate, % Mar  11.00 11.00 11.00 |CZ: GDP, % yoy final Q4 na. na.  na. n.a. 4.7
Monday, 21 March CZ: Key rate, % Apr 0.05 0.05 0.05 0.05 0.05
HR: Retail sales, % yoy real Feb 2.9 n.a. 2.9 | HR: Industrial output, % yoy Feb 1.8 na. na. n.a. 9.3
RU: Retail sales, % yoy real Feb 5.9 na.  -7.3|PL CPl, % yoy Mar  na. 0.6 -0.8 0.8 0.8
UA: GDP, % yoy final Q4 -1.4 na. 7.2 |RO:Key rate, % Apr 175 175 175 1.75 1.75
SI: Industrial output, % yoy Jan 6.6 n.a. 1.8 | RS: Retail sales, % yoy Feb na.  na.  na n.a. 6.1
Tuesday, 22 March RS: Industrial output, % yoy Feb na. na.  na n.a. 8.3
HU: Key rate, % Mar 1.20  1.35 1.35]SI: Retail sales, % yoy Feb na.  na  na. n.a. 53
UA: Industrial output, % yoy Feb 7.6 na.  -1.7[SI: CPl, % yoy Mar  na.  na. na. n.a. 0.7
Wednesday, 23 March TR: GDP, % yoy Q4 na. 57 50 4.0 4.0
BY: Industrial output, % yoy Feb 3.9 n.a. -6.8 | Friday, 1 April
Thursday, 24 March CZ: PMI, points Mar  na. 555 549 54.2 55.5
HU: C/A balance, EUR bn Q4 1.0 1.3 1.8 | HU: PMI, points Mar n.a. na. na. n.a. 54.8
TR: Key rate, % Mar 7.50 7.50 7.50|HU: Trade balance, EUR mn final  Jan  n.a.  na.  n.a. na. 604.0
HR: Retail sales, % yoy real Feb na. na.  na n.a. 2.9
PL: PMI, points Mar 53.0 53.2 528 52 52.8
RU: PMI, points Mar  n.a. 500 49.8 49.3 49.3
RU: C/A balance, USD bn final Q4 n.a. n.a.  n.a. n.a. 7.5
RU: GDP, % yoy Q4 na. 35 38 -4.0 4.1
RU: GDP, % yoy 2015 na. 3.7 3.7 3.8 0.7
TR: PMI, points Mar  n.a. na.  na. n.a. 50.3

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Croatia (HR) - The week behind us was reserved for labour force data. According to the Croatian Bureau of Statistics (CBS),
the unemployment rate in February was 17.8% (monthly decrease of 0.1pp); compared to the same month of 2015 this rep-
resents a decrease of 1.8pp. Positively affected by deflationary pressures, real average gross and net wages continued to
rise in January (2.8% yoy and 2.4% yoy, respectively), thus boosting disposable personal income. It should be noted that
since January of this year, the CBS changed the methodology of collecting data on the labour market. Also, last week the
CBS published Labour Force Survey data (ILO methodology), which showed stabilisation and slight improvement on the la-
bour market in 2015. The labour activity rate increased to 52.7% and the employment rate rose to 44.1%, while unem-
ployment fell to 16.3% (from 17.3% in 2014.). In the year ahead, with mild economic growth, we expect only a slight im-
provement on the labour market. Regarding upcoming releases, the focus is on the February figures for industrial produc-
tion, which are scheduled for the end of the next week. In contrast to the strong 9.3% yoy growth in January (driven by
base effects), we expect a slowdown to +1.8% yoy. For next week, the Ministry of Finance announced a new T-bills auc-
tion, at which it plans to issue HRK 900 mn of T-bills while HRK 959 mn matures. Interest rates on shortterm government
debt should stagnate.

Financial analyst: Mate Rosan (+385 1 6174 388), Raiffeisenbank Austria d.d., Zagreb

Czech Republic (CZ) - It is not expected that next week’s CNB monetary policy meeting will bring any moves. The cen-
tral bankers repeatedly said that, under certain circumstances, they could introduce selective negative deposit rates. In our
base-case scenario, we do not expect this to occur. However, in the case of increased capital inflows and higher specula-
tion about CZK strengthening, the CNB might take this step and punish new inflows with negative deposit rate. For the time
being, we do not see such strong inflows and therefore for this meeting we expect no change to the FX floor and no move
in interest rates.

Financial analyst: Michal Brozka (+420 234 401 498), Raiffeisenbank a.s., Prague

Hungary (HU) - The central banks' latest easing measures and the forward guidance it added to the surprising key rate
cut seem to be sufficient. Market participants and analysts see the end of the re-started cycle even lower than before after
the rate setters just pledged to continue with ongoing measures 'till they don't consider the underlying inflationary progress
comfortable enough. The bottom of the FRA curve now stands at 0.85%, meaning that the market assumes at least two or
more rate cuts within the next six months. Our baseline scenario forecasts a 1% key rate for the first half of the year, but we
don't rule out that it can be even lower if supporting external environment or a favourable domestic event (upgrade to in-
vestment grade category) restrains the desired depreciation of the currency. At the moment, the latest monetary policy ac-
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tions do seem to work well so far as we see the EUR/HUF touching its two months high at 314.4 and the 10y maturity fall-
ing below 3% for the first time in a year.
Financial analyst: Gergely Pélffy (+36 1 484 4313), Raiffeisen Bank Zrt., Budapest

Poland (PL) - Last week did not feature any important macro publications from Poland. The only monthly indicator was the
unemployment rate for February, which confirmed the January result at 10.3%, according to Labour Ministry’s estimates.
This might be the last month before unemployment resumes its downtrend towards levels under 9% later in the year.
We also heard a few comments from MPC members, with two dovish voices (E. Lon and J. Zyzynski) saying there could be
need for a rate cut in Poland although the room for easing is still low. Nevertheless, the dominant view in the MPC is still to
keep rates stable as the sources of deflation are external and it is positive for the economy. Members also pointed out that
stable policy is of key importance in times of increased uncertainty on the financial markets. K. Zubelewicz added that his
views have not changed, despite the recent renewed easing in Hungary.
Next week only features the PMI reading on Friday: we forecast the indicator at 53 points against 52.8 in February, reflect-
ing increasing activity in the industrial sector albeit at a moderate pace.

Financial analyst: Dorota Strauch, CFA (+48609920663), Raiffeisen Polbank, Warsaw

Romania (RO) - We expect the National Bank of Romania (NBR) to remain on hold at its next monetary policy meeting on
Thursday (31 March), leaving all its monetary policy instruments unchanged. The NBR has no room to reduce the key rate
(currently at 1.75%) as underlying inflationary pressures are not low, domestic demand and wage earnings are expanding
rapidly, and the reversal of the fiscal consolidation trend is a source of risks in terms of macroeconomic stability. In fact, the
monetary policy stance is already very expansionary at the moment as money market interest rates ROBOR) are trading at
levels well below the key rate. These rates are also trading at levels below those recorded by regional peers (Hungary and
Poland), both in nominal and real terms. The currently very low levels of money market interest rates and the anticipated up-
ward trend in the inflation rate are key reasons that should prompt the central bank to tighten the monetary policy stance in
the next period. The following week, the Chamber of Deputies is very likely to vote the final version of the law which would
grant the borrowers a “walk away” option on their mortgages.

Financial analyst: Nicolae Covrig (+40 799 718 476), Raiffeisen BANK S.A., Bucharest

Russia (RU) - At this week's auction, there was rather low demand for the floater which was even lower than the offer (RUB
15.4 bn vs. RUB 18.6 bn). We think that the current pricing of this paper is fair, given the price increase by 2pp since the
beginning of the year and decrease in the IRS by 100-150bp. Traditional papers were placed (RUB 12 bn) with some pre-
mium to the secondary market (cut-off yield at 9.1%), in our view. After the auction, like other Emerging Market government
bonds, the OFZ market came under pressure following RUB depreciation. The whole curve shifted up by 20-39bp. We es-
timate that selling pressure from non-residents could result in a yield increase on the longer part of the curve to YTM 9.6-
9.8%. This range implies a RUONIA decrease to 9.5-10%, or a key rate cut of 100bp in the midterm, provided there are
no active moves by the CBR to absorb excessive RUB liquidity and low offering of OFZ by the Ministry of Finance. A further
yield increase might happen if the oil price goes much lower than USD 40/bbl.

Financial analyst: Denis Poryvay (+7 495 221-9843), AO Raiffeisenbank, Moscow
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Monetary policy and money markets overview

CEE key interest and money markets outlook™* Inflation snapshot
Poland curr.* Jun-16 Sep-16 Dec-16 5y high 5y low 20
Key interest rate (%, eop) 1.50 1.50 1.50 1.50| 4.75 1.50 16 A -
3m money market rate (%, eop) 1.57 1.70 1.71 1.75 5.04 1.55 12
6m money market rate (%, eop) 1.74 1.75 1.76 1.83 5.07 1.56 g | - T
Hungary —
Key interest rate (%, eop) 1.20 1.00 1.00 1.00 7.00 1.20 41
3m money market rate (%, eop) 120 105 1.05 1.05| 7.5 1.20 0 g
6m money market rafe (%, eop) 117 15 115 1.5 793 1.7 4 =
Czech Republic & % U 9 =2 =
Key interest rate (%, eop) 0.05 0.05 0.05 0.05 0.75 0.05 —CPl, % yoy (52w high)
3m money market rate (%, eop) 0.29 030 0.30 0.30 1.25 0.28 —CPl, % yoy (52w low)
/ 70 yoOy

6m money market rate (%, eop) 0.36 0.40 0.45 0.50 1.58 0.36 CPI, % yoy (current)
Romanis Source: Bloomberg, RBI/Raiffeisen RESEARCH
Key interest rate (%, eop) 1.75 1.75 1.75 1.75 6.25 1.75
3m money market rate (%, eop) 0.79 1.10 1.60 1.75| 6.20 0.54
6m money market rate (%, eop) 103 130 165 1.80| 640 073 Key rate forecast (chg., bp)*
Russia
Key interest rate (%, eop) 1100 11.00 11.00 11.00| 17.00  5.50 300 200 100 O 100
3m money market rate (%, eop) 11.78 11.80 11.60 11.80| 29.93 3.75 Poland
6m money market rate (%, eop) 12.00 11.90 11.70 11.90| 30.31 4.12 1
Turkey Hungary m
Key interest rate (%, eop) 7.50 8.50 9.50 9.50| 10.00 4.50 Czech Rep. ]
3m money market rate (%, eop) 11.78 12.10 11.60 11.10] 12.15 4.74 ) 1
6m money market rate (%, eop) 1178 1215 1170 11.20| 12.48 512 Romania )

Russia
Benchmark key rates (% eop) curr.* Jun-16 Sep-16 Dec-16 5y high 5y low B
ECB key interest rafe [% eop] 000 000 000 000| 150 000 Turkey s —
Fed key interest rate (% eop) 037 075 075 1.00| 0.64 0.01 = 3m horizon (bp) = ém horizon (bp)

* Bid rates (for Hungary ask rates) as of 25 March 2016, 09:08 a.m. CET; ** forecasts under revision

Source: Bloomberg, RBI/Raiffeisen RESEARCH * forecasts under revision

Source: Bloomberg, RBI/Raiffeisen RESEARCH
Central bank watch

Poland (NBP)  NBP to remain neutral balancing between solid economic activity and postponed
reflation. New MPC seems not to display politically-driven dovishness as feared. Key rate trends*
Therefore, we expect rate cut expectations - albeit gradually decreasing on FRA
market - not to be met. Looking further ahead, NBP lift-off expected as early as
Q3 2017, whilst we wouldn't exclude unconventional MP easing including further
bond-market-friendly measures.

2
10
Hungary (MNB) MNB resumed rate cuts in line with our long-held view and will most likely slash 8
the 3m deposit further in April. Conventional interest rate cuts could go even below 6
4
2
0

our target of 1%. On the unconventional front, o/n deposit was also lowered into
negative ferritory, to -0.05% and other measures like capping 3m deposit amounts
cannot be excluded.

Czech Republic  Exit from FX intervention regime — introduced for keeping CZK above the floor of T w
(CNB) EUR/CZK 27.00 - is likely to be delayed beyond to Q2 2017. Speculations on Dec-15 Mar-16 Sep-16
negative base/deposit rate increased and are now on the CB's agenda, not least

due to latest ECB expansion. MP tightening via interest rate channel only if inflatio- Poland Hungory
nary dynamics prove sufficiently forceful in late-2017 at the earliest. Czech Rep. Romania
Romania (BNR) Rate cutting cycle likely over despite dramatic tax-cutinduced fall in CPI. More Russia Turkey

cuts to MRR expected, although deterioration in fiscal outlook weighs increasingly * forecasts under revision
on MP outlook. Exit from ultra-loose liquidity conditions is due soon, recently also Source: Bloomberg, RBI/Raiffeisen RESEARCH
flagged officially by CB comments.

Serbia (NBS)  Central bank remained on hold after the 25bp cut in the previous rate sefting
meeting. With political/fiscal headline risks expected to decrease after the new
elections end-April, one final 25bp cut could be expected given benign global CB Rate setting meetings
backdrop and stuttering local reflation dynamics.

Russia (CBR)  CBR is expected to further pause rate cuts due to inflationary risks including not- LT SEl
yet settled inflation expectations of the private sector. Room to re-start rate cuts Poland (NBP) 9 6
widened, however, due to recent RUB recovery and we are investigating currently Hungary (MNB) 22 26
if the CB could restart rate cuts in @3-2016 after price pressures ease (our forecast h
are under revision). Czech Rep. (CNB) 31

Turkey (TCMB)  TCMB cut o/n lending rate (upper end of corridor) by 25bp most recently, which Romania (NBR)
is no MP easing at all. The 7.25%-10.50% corridor now compares with weighted Serbia (NBS) 17 7
average Fundir}g costs (WAFC) hoveripg below 9% in recent njnonths. With _ Russia (CBR) 29 10
governor Basci's term ending end-April, future of Turkish MP highly uncertain. How-
ever, new MPC should finally adjust 1w repo towards WAFC upwards in order to Turkey (TCMB) 24 20

furtehr simplify toolkit, but uncertainties are extremely high. Source: National Central Banks, RBI/Raiffeisen
Source: RBI/Raiffeisen RESEARCH RESEARCH
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Foreign exchange market overview

FX forecasts™®
EUR vs current' Jun-16 Sep-16 Dec-16 | 5y high 5ylow | Comment

EUR/PLN remains fragile (politics, FX loan conversion discussions, unsupporti-
ve external news-flow efc.); we expect EUR/PLN to return in a 4.30-4.40 range
PLN 4.27 4.35 430 4.30 4.57  3.91| in the nearterm; benign economics to support the zloty in the course of 2016,
but zloty remains susceptible to weakening from negative external news-flow
in the shortterm

Expectation of additional monetary policy easing by the Hungarian Central

Bank (also in response to ECB actions) to weigh negatively on HUF; possible
HUF Slick7 RSO0l Sl e rating outlook upgrade might give shortterm support; EUR/HUF projected to
remain in a trading range of 310-315

EUR/CZK to remain near intervention level of 27.0; FX intervention data cur-
CZK 27.07 27.00 27.00 27.00| 28.37 24.06| rently does not indicate the need of the central bank to react, but speculation
on negative deposit rates could re-emerge in the coming months

ECB measures and US Fed statements pave the way for investors to continue
RON 4.46 4.45 4.40 4.40 4.64  4.07| their preferential treatment to Romanian assets; levels below EUR/RON 4.45
could be tested

e 7ss 7ss ge ges| 77 el ket it coon o ey ond g €1 covo
RSD 1229 1220 1240 125.0 1237 967 Ec:erlsiuerlee:,:o;;glveiic?E;;é:,tﬁﬁzﬁs’ and therefore, central bank is softening
RUB 76.25 88.00 8250 73.50| 90.88 38.43| see USD/RUB below

UAH 29.23 27.50 2970 29.40| 3778 9.74| see USD/UAH below

BYR 22,580 26,950 27,500 26,775| 25,167 4,270 see USD/BYR below

TRY 3.21 3.30 3.25 3.2¢6 3.46 2.16| see USD/TRY below

usb 1.12 1.10 1.10 1.05 1.49  1.05| Expectation on further US Fed rate hikes to support USD against euro

USD vs current' Jun-16  Sep-16 Dec-16 | 5y high 5y low

RUB is expected to continue following the oil price movement closely with pos-
RUB 6830 8000 7500 70.00 8228 2728 sible setback for Q2, only for H2 do we project renewed oil price increase;
’ : ’ ’ ’ ’ additionally we expect speculation on rate cuts and FX reserve replenishing to
limit RUB strengthening towards USD/RUB 65

Political jitters weighed on the hryvnia with potential for shortterm rebound on
positive news-flow; prolongation of most critical administrative FX restrictions
UAH 26.30 25.00 27.00 28.00| 33.75 7.95] to prevent stronger depreciation for UAH; the central bank commitment will
determine how fast and when we will see more depreciation; IMF support key
for FX stabilisation

Central Bank announced that Belarussian rouble will be redenominated from 1
BYR 20,280 24,500 25,000 25,500| 22,150 3,002 | July 2016; depreciation tendency of BYR to remain, while receiving additional
pressure from weak RUB

In the past months TRY has profited from reduced interest rate hike expecta-
TRY 2.88 3.00 2.95 3.10 3.06 1.51] tions in the US; however, we regard the lira at current levels as being on the
strong side of its frading range, expecting a moderate setback as a next move

* forecasts under revision ; 1 as of 25 March 2016, 09:08 a.m. CET; Source: Bloomberg, RBI/Raiffeisen RESEARCH

Change of LCY value to EUR (%) Change of LCY value to USD (%) Exchange rate comparison
115
US Dollar -
— Czech Rep. ]
Czech Rep. o P s = 110
Croatia B 5 Hungary kS — 105 A
- Ke] 19
Hungary i % Poland . — 100 ) _
Romania " § Russia V3 95
Poland o s & <« -
. g ] Turkey i 90 -
Serbia F —p E—
Russia I Ukraine 85 Y
Turkey Belarus 80 ‘ : ‘
o 7o . . N ' ‘ ‘ Sep-15  Nov-15  Jan16  Mar16
14% 7% 0% 7%  14% o o, o o o
45% -30% -15% 0% 15% EUR/RUB EUR/PIN
Chgim  mChg3m  mChg YTD Chg1m  mChg3m  mChg YTD EUR/HUF —EUR/CZK
Source: Bloomberg, RBI/Raiffeisen RESEARCH Source: Bloomberg, RBI/Raiffeisen RESEARCH Indexed Aug 2015 = 100

Source: Bloomberg
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Change of LCY 10y bond yields (bp)

Poland (2.88%)
Czech Rep. (0.41%)
Romania (2.61%)
Hungary (2.95%)
Germany (0.18%)
Russia (9.26%)
Turkey (9.87%)

-80 -40
Chg Tm

o

mChg YTD mChg 3m

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Change of LCY 2y bond yields (bp)

Czech Rep. (0.05%) —
Germany (-0.48%) =
Poland (1.47%) =
Romania (1.24%) —
Hungary (1.58%) —
Russiar (9.41%) | e
Turkey (9.89%) |  m—
100 50 0 50
m Chg YTD Chg Tm mChg 3m

Source: Bloomberg, RBI/Raiffeisen RESEARCH

5y USD CDS spreads

700
600 -
500 -
400 +
200 g

100 . :
Jan-15 Jun-15 Nov-15

RU TR

Turkey 5y high 343.7, 5y low 111.7;
Russia 5y high 628.7, 5y low 118.7
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Yield forecasts***
2y T-bond yields (%)
current*  Jun-16  Sep-16

Poland 1.47 1.9 2.0
Hungary** 1.58 1.7 1.8
Czech Rep. -0.05 -0.3 0.2
Romania 1.28 1.6 1.7
Croatia 1.91 2.0 2.0
Russia 9.41 10.1 10.0
Turkey 10.02 10.5 10.0
Eurozone 0.48 0.5 0.5
USA 0.87 1.0 1.0

PLN yield curve®

3.5

3.0 A
2.5 A
2.0 1

1.5 1

1.0

3 45 6 7 8 910

Yield curve 24 Mar-16
Forecast Jun-16

Current swap curve
* forecasts under revision

Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen

RESEARCH
CZK yield curve*®

1.0
0.8 A

0.6 4
0.4 A /_/
0.2 /

0.0
0.2
0.4 — T

1 2 3 45 6 7 8 910

Yield curve 24 Mar-16
Forecast Jun-16
Current swap curve

1 2

* forecasts under revision
Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen
RESEARCH

HRK yield curve*®
5

w
L

1 2 3 45 67 8 910

Yield curve 24 Mar-16
Forecast Jun-16
Current swap curve

* forecasts under revision

Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen
RESEARCH

10y T-bond yields (%)
Dec-16 5y high 5y low current®
2.2 5.1 1.3  Poland 2.88
1.9 10.2 1.5  Hungary 2.95
0.2 2.0 0.4  Czech Rep. 0.41
2.0 7.3 0.9 Romania 3.42
2.0 6.3 1.5 Croatia 3.91
10.0 17.5 5.5  Russia 9.18
9.8 11.3 4.9  Turkey 9.97
0.5 1.9 0.6  Eurozone 0.18
1.3 1.1 0.2 USA 1.90

*Bid yields as of 25 March 2016, 09:33 a.m. CET; ** 3y; ***forecasts under revision

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Jun-16

x Raiffeisen
RESEARCH

HUF yield curve®

4.0

3.0 A
2.0 4

1.0—/

0.0

3 45 6 7 8

Yield curve 24 Mar-16
Forecast Jun-16

Current swap curve
* forecasts under revision

Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen

RESEARCH

RON yield curve®
4.0
3.5
3.0
2.5
2.0 A
1.5 A
1.0

1 2 9 10

1 2 3 4 5 6 7 8 910
Yield curve 24 Mar-16
Forecast Jun-16

Current swap curve

* forecasts under revision

Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen
RESEARCH

RUB yield curve®
11.5

11.0 1
10.5 1
10.0 1
9.5 4

90 +—/——7—7—T—T———
12 3 45 67 8 910

Yield curve 24 Mar-16
Forecast Jun-16
Current swap curve

* forecasts under revision

Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen
RESEARCH

Sep-16 Dec-16 5y high 5y low
3.4 34 3.5 6.3 2.0
3.2 3.3 3.4 10.7 2.7
0.8 0.9 1.1 4.3 0.3

3.9 4.0 4.1 7.6 2.6
3.9 3.9 3.9 4.3 3.7
10.4 10.5 10.2 16.1 6.5

10.7 10.3 10.0 11.0 6.0
0.3 0.5 0.8 3.5 0.1
2.2 23 2.5 3.6 1.4

Please note the risk notifications and explanations at the end of this document
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Local currency bond market overview

CEE local currency bond market snapshot

Maturity Coupon, AskPrice YTM, % Spreadto MDur. Comment

% Bunds, bp

Poland
PIN 2y Gov. Bond  25/04/2018  3.75 104.72 1.42 191 2.0 We expect rest of rate cut bets to get priced-out in Q2
PIN 5y Gov. Bond ~ 25/04/2021 200 99 05 220 251 48 2.016 despite subdued headline |nf|0tlon/downward re-
vised NBP CPI outlook. More bond-market-friendly regula-
PLN 10y Gov. Bond  25/07/2026  2.50 96.77 2.87 269 9-1 tory easing locally and stepped-up ECB easing in combina-
tion with a presumably more dovish Fed to support POLGBs
going forward. Our yield forecasts are currently under re-
vision with a flatter yield trajectory the most likely outcome.

Hungary
HUF 3y Gov. Bond 30/10/2019  2.00 101.84 1.47 195 3.5 LCY debt market continues facing outflows from non-resi-
HUF 5y Gov.Bond 27/10/2021 250  102.83 196 227 5.5 dents, but local players' absorpfion capacity - banks and
households - remains in place. With more MP easing to
HUF 10y Gov. Bond  27/10/2027  3.00 101.46 2.85 267 9.9 come including stepped-up bond-marketfriendly MNB mea-

sures some room for further gains left, but long-end HGBs
trade already on par with higher-rated Poland.

Czech Republic
CZK 2y Gov. Bond 17/03/2018  0.85 101.88 -0.11 38 n.a LCY bond yield spread over Bunds almost vanished, in

CZK 5y Gov.Bond 12/09/2020 375 116.97 0.06 25 na line with our call. Since more local easing is in the cards,
’ ’ ’ ' ~" current record-low levels should be maintained at least in

CZK 10y Gov. Bond  17/09/2025 ~ 2.40 119.00 0.36 18 8.6 the short run. Long-term CZK appreciation potential is the
major pull factor for non-resident investors.
Croatia
HRK 2y Gov. Bond  10/07/2018  5.25 108.10 1.62 192 2.2 Although after the Easter holidays we expect a slight increa-
HRK 10y Gov. Bond  14/12/2026  4.25 104.14 378 360 g g seinfrading volumes, prices could remain at current levels,
’ ‘ ‘ ; " without significant changes.
Romania
RON 3y Gov. Bond 29/04/2019  2.50 102.35 1.71 219 3.0 LCY debt market should remain fairly stable despite politi-
RON 5y Gov. Bond  22/03/2021  3.25 103.52 2.49 280 4.7 cal headline risks that should return fo the spotlight as Q2
' : ’ ' " progresses. Frontend should start fo rise on waning excess
liquidity conditions, whilst long-end should feel headwinds
from elections uncertainty. Nevertheless, our forecasts seem
too cautious, we have them under revision.
Russia
RUB 2y Gov. Bond 15/03/2018  7.50 97.16 9.32 981 1.9 A moderate correction on Russian rouble debt market is
RUB 5y Gov.Bond 03/08/2016  6.90 99.18 950 081 0.4 in the cards due to expected setback in oil prices / RUB
' ’ ’ ' "~ correction. We would recommend fo take profits now and
RUB 8y Gov. Bond  24/11/2021  6.50 90.00 9.05 887 4.8 reenter OFZs after CPlinflation peaks in @2 and CBR likely
resumes rate cuts. Our forecasts are under revision, we are
inclined to see OFZ market attractiveness getting restored
in H2.
Turkey
TRY 2y Gov. Bond  14/06/2017  9.60 99.65 10.49 1098 1.1 Precarious mix of risks stemming from the (geo)political
TRY 5y Gov. B d 17/02/2021 10.70 103.45 9.79 1010 4.0 and MP front are Sﬁ” in plcce WhICh keeps our conviction
b 702/ for TURKGBs low. We wanted to see further MP norma-
TRY 10y Gov. Bond  11/02/2026 10.60 104.10 9.94 976 6.6 isation and calming local and international politics and

missed therefore the recent rally. However, we recommend
to taking profits and watch out for re-entering opportunities
following the expected FX-driven correction in Q2.

Data as of 25 March 2016, 09:37 a.m. CET
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Bond auctions

ISIN Coupon Maturity Volume
28 March 2016
RO 5y T-bonds n.a. 3.25% 2021 n.a.
29 March 2016
UA T-bonds n.a. n.a. n.a. n.a.
30 March 2016
UA T-bonds n.a. n.a. n.a. n.a.
RU T-bonds n.a. n.a. n.a. n.a.
31 March 2016
HU T-bonds n.a. n.a. n.a. n.a.

Please note the risk nofifications and explanations at the end of this document 9
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Eurobond market overview
CEE USD EMBIG spread valuation* CEE EMBIG USD vs. UST YTM*
900 47 30 10.0 1
600 - A L 2.0
300 A A L 1.0
A A i A A 7.5 4 L 3
A A
0 — e 0.0
-300 q9.0 N"\ i
’ \
600 - 50 ™ \’\ W N 5
O
900 30
¥ ¥ - 3 T T § %3 & 3
g - 8 8 8 8 3 2 < 2.5 : : . : 1
= g 8 = % T Mar-11 Mar-12 Mar-13 Mar-14 Mar-15

z-score (r.h.scale)* A spread (bp)* EMBIG USD Europe * UST * (r.h.scale)
* zscore - EMBIG USD country spread deviation from mean normalised by 1 standard * YTM - yield to maturity EMBI Global USD, UST - 10-year US Treasury note
deviation, score at or below minus 1 = expensive, at or above 1 = cheap Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
Source: Thomson Reuters, RBI/Raiffeisen RESEARCH
Market Price YTM mid. Spread vs. Mdur. ISIN
Issuer/rate/due Bid Ask w/w % 5y max 5y min % p. a. Bmk, bp years —
EUR
BGARIA 4 1/4 07/09/17 105.2 105.5 0.19 111.8 100.3 0.05 51 1.2 XS0802005289
CROATI 57/8 07/09/18 109.6 109.9 -0.07 112.1 88.8 1.50 198 2.1 X50645940288
REPHUN 3 1/2 07/18/16 101.0 101.2 n.a. 104.6 76.8 0.07 37 0.3 X50240732114
REPHUN 5 3/4 06/11/18 110.9 111.5 0.18 115.1 79.7 0.61 109 2.0 XS0369470397
REPHUN 6 01/11/19 113.9 1142 -0.41 118.4 86.4 0.88 136 2.6 XS0625388136
LITHUN 4.85 02/07/18 109.2 109.5 -0.10 114.3 94.5 0.17 31 1.8 XS0327304001
POLAND 5 5/8 06/20/18 112.4 1129 n.a. 122.6 102.1 -0.06 43 2.1 XS0371500611
POLAND 1 5/8 01/15/19 104.2 104.7 n.a. 105.5 98.0 0.05 58 2.7 XS0874841066
POLAND 3 3/4 01/19/23 119.5 120.5 n.a. 125.5 99.9 0.73 92 6.1 XS0794399674
POLAND 3 3/8 07/09/24 1169 117.1 0.08 125.6 99.6 1.21 123 7.2 XS0841073793
ROMANI 5 1/4 06/17/16 101.1 101.3  -0.34 108.7 95.8 0.29 14 0.2 XS0638742485
ROMANI47/8 11/07/19 1154 1158 0.09 117.8 99.3 0.50 93 3.3 X50852474336
TURKEY 5 7/8 04/02/19 112.3 113.1 -0.42 119.4 101.2 1.54 201 2.7 XS0285127329
TURKEY 5 1/8 05/18/20 111.2 112.0 -0.75 115.9 95.4 2.16 256 3.6 XS0503454166
usbD
BELRUS 8.95 01/26/18 103.5 104.2 -0.08 111.2 70.0 6.66 583 1.6 XS0583616239
CROATI 6 3/8 03/24/21 108.9 109.8 0.09 117.8 86.7 4.28 291 4.3 XS0607904264
CROATI 5 1/2 04/04/23 105.3 105.9 -0.13 108.6 94.4 4.56 288 5.7 XS0908769887
REPHUN 5 3/8 02/21/23 110.6 110.9 -0.09 113.9 93.1 3.60 191 5.8 US445545AH91
REPHUN 7 5/8 03/29/41 140.9 1420 -0.10 150.3 79.5 4.77 228 13.2  US445545AF36
LITHUN 7 3/8 02/11/20 118.2 118.6 0.04 130.7 104.8 2.37 117 3.4 X50485991417
LITHUN 6 5/8 02/01/22 120.5 121.0 -0.12 128.6 101.0 2.76 126 4.9 XS50739988086
LATVIA 2 3/4 01/12/20 101.7 102.1 0.06 102.7 91.4 2.22 106 3.6 XS0863522149
LATVIA 5 1/4 06/16/21 1134 113.9 0.08 117.2 90.9 2.45 104 4.6 XS50638326263
POLAND 6 3/8 07/15/19 113.8 1140 -0.09 125.9 107.4 2.00 90 3.0 US731011AR30
POLAND 3 03/17/23 100.3 100.6 -0.03 103.6 87.6 2.93 124 6.2 US731011AT95
ROMANI 6 3/4 02/07/22 1183 118.6 -0.47 124.4 99.2 3.26 174 4.9 US77586TAA43
ROMANI 4 3/8 08/22/23 106.2 106.6  -0.37 109.5 90.8 3.39 166 6.3 US77586TACO9
RUSSIA 4 1/2 04/04/22 102.6 103.2 -0.61 114.7 82.0 3.95 242 5.1 XS0767472458
RUSSIA 7 1/2 03/31/30 1220 1224 -0.01 128.6 99.6 2.33 29 4.0 XS0114288789
RUSSIA 5 5/8 04/04/42 100.6 101.4  -1.54 124.9 76.0 5.55 305 13.3  XS0767473852
SERBIA 5 1/411/21/17 103.1 103.7 -0.25 107.1 96.8 3.10 231 1.5 XS0856951263
SERBIA 4 7/8 02/25/20 101.3 102.0 -0.47 104.6 89.6 4.42 323 3.5 XS0893103852
TURKEY 6 1/4 09/26/22 1104 111.1 0.04 127.0 101.0 4.33 271 5.4 US900123BZ27
TURKEY 6 7/8 03/17/36 116.4 1171 -0.78 139.6 99.2 5.48 319 11.5  US900123AY60
TURKEY 6 3/4 05/30/40 1155 1163 -0.78 139.4 97.3 5.55 310 12.5 US900123BG46
UKRAIN 7 3/4 09/01/19 93.9 947 0.32 99.0 88.0 9.74 864 2.9 XS51303918269
UKRAIN 7 3/4 09/01/23 90.1 91.0 0.32 97.8 84.6 9.56 786 5.4 XS1303921487
UKRAIN 7 3/4 09/01/27 87.5 884 0.31 97.0 81.2 9.50 756 7.1 X$1303927179

* w/w - week on week, 5-y - 5-year low and high, YTM mid - yield to maturity based on mid market price, Bmk - benchmark, Mdur - modified duration, ISIN - international security
identification number; prices as of 25 March 2016, 10:30 a.m. CET
Source: Bloomberg, RBI/Raiffeisen RESEARCH

10 Please note the risk notifications and explanations at the end of this document
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Summary: Ratings & macro data

Country ratings: CE, SEE, EE

CE
Poland
Hungary

Czech Republic

Slovakia *
Slovenia *
SEE
Romania
Bulgaria
Croatia
Serbia

CIs

Russia
Ukraine
Belarus
Kazakhstan

Turkey

LCY

BBB-

BB+
BB
BB-

BBB-

B-
B-

BBB-
BBB-

S&P

FCY

BBB+
BB+
AA-
A+

A-

BBB-
BB+
BB
BB-

BB+
B-
B-

BBB-

BB+

Outlook

negative
stable
stable
stable

positive

stable
stable
negative

stable

negative
stable
stable

negative

negative

Caa3
Caal
Baa2
Baa3

Moody's

FCY

A2
Bal
Al
A2
Baa3

Baa3
Baa2
Ba2
B1

Bal
Caa3
Caal
Baa2
Baa3

Outlook

stable
positive
stable
stable
stable

positive
stable
negative

positive

negative
stable

negative
stable

negative

LCY

BBB-
AA-
A+

BBB+

BBB

BBB

BB+
B+

BBB-
CeE©
B-
A-
BBB

Fitch
FCY

BB+
A+

BBB+

BBB-
BBB-
BB
B+

BBB-
@dc
B-
BBB+
BBB-

* Euro area (Euro currency) members; positive rating/outlook changes (in previous week] in green, negative changes in red; NA - not applicable; NR - not rated
Source: rating agencies websites

Main macro data & forecasts' *

Country

Croatia

Czech Rep.

Hungary

Poland

Romania

Russia

Ukraine

Turkey

Year

2015e
2016f
2017f
2015e
2016f
2017f
2015e
2016f
2017f
2015e
2016f
2017f
2015e
2016f
2017f
2015e
2016f
2017f
2015e
2016f
2017f
2015e
2016f
2017f

GDP,

% avg.

)/
1.6
1.5
1.5
4.3
2.4
2.4
2.9
2.2
2.9
9.5
3.6
3.4
3.7
4.0
3.6
3.7
2.0
1.5
-10.0
1.5
3.0
3.5
2.5
35

CPI,

% avg.

yoy

0.5

0.0
1.5
04
1.3
2.0
0.0
0.9
2.8
0.9
0.0
1.7
0.6
0.3
2.7

15.6

9.5
8.0

48.5
16.0
10.0

7.6
8.1
7.0

Unem-
ployment,
%

16.6
16.2
15.8
6.5
6.1
59
7.0
6.2
57
10.5
9.4
9.0
6.8
6.5
6.5
5.6
6.5
6.0
11.5
11.0
10.0
10.5
10.0
10.0

Nominal
wages,
EUR

1058
1065
1076
972
1023
1104
800
823
838
939
950
1016
566
619
668
499
424
542
172
n.a.
n.a.
n.a.
n.a.

n.a.

Fiscal
balance,
% GDP

-4.5
3.9
3.5
-1.5
-1.5
-1.7
2.0
-1.5
-1.0
3.1
3.2
3.2
-1.2
3.0
3.2
3.6
5.5
3.9
-4.0
3.5
2.5
-1.5
-1.5
-1.5

Public

debt, %

GDP
86.0
87.2
87.6
40.7
40.1

40.2
75.5
74.4
71.5
51.9
52.9
52.9
38.9
39.7
40.4
12.7
13.5
14.0
87.0
94.0
93.0
34.0
32.0
33.0

Export?,
% GDP

24.8
25.8
26.5
75.0
77 .4
78.9
83.6
85.5
86.9
39.1
41.3
40.4
31.6
32.2
32.4
259
26.5
25.9
37.4
42.7
46.4
21.6
22.9
22.1

C/A, %
GDP

47
2.0
2.2
1.0
1.1

0.4
3.8
3.7
3.5

0.1

1.2

17

1.0

2.5

3.3
5.0
4.5
4.6

0.8

1.0

1.2

5.0

57

5.6

1) only for countries regularly included in CEE Weekly; 2) Export of goods only; 3) FXR - Foreign exchange reserves; 4) under revision
Source: Thomon Reuters, National Statistics, RBI/Raiffeisen RESEARCH

Ext. debt,
% GDP

108.8
109.0
109.1
65.6
63.6
63.4
106.0
98.8
91.7
70.3
73.2
73.1
59.3
57.8
56.1
Y
43.1
32.2
128.7
133.3
134.0
59.9
62.6
58.2

FXR® %
ext. debt

29.0
27.8
26.0
552
82.0
79.2
26.5
23.6
22.9
29.1
24.7
23.5
37.9
33.7
33.2
73.0
82.4
83.6
1.3
14.2
14.6
26.6
25.6
24.7

Outlook

stable

positive

stable
stable

positive

stable

stable

negative

positive

negative

stable
stable
stable

stable

Import
cover,
months

2
2
2

9.6
9.1

8.5
6.1

8.5
8.0
4.4
3.6
3.2
6.1

5.1

4.8
7.4
6.1

57
&8
6.6
1.5
4.3
4.9
4.5
6.5
6.1

57
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Risk notifications and explanations

Warnings

Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the 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 in a financial instrument, a financial or securities service 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 future results and the development of a fi-
nancial instrument, a financial index or a securities service.

Raiffeisen Bank International AG (hereinafter “RBI”) is responsible for the information and recommendations in this publica-
tion which are prepared by analysts from subsidiary banks listed in this publication or from Raiffeisen Centrobank (herein-
after “RCB”).

A description of the concepts and methods used in the preparation of financial analyses can be found at:

www.raiffeisenresearch.com/concept_and_methods

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

The distribution of all recommendations relating to the calendar quarter prior to the publications date, as well
as the distribution of recommendations in the context of which investment banking services within the mean-
ing of § 48f (6) Z 6 Stock Exchange Act (BorseG) have been provided in the past 12 months, are available under:
www.raiffeisenresearch.com/distribution_of _recommendation

Please note the risk notifications and explanations at the end of this document
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Financial instruments/Company

Eurobonds

LCY bonds

Recommendations history: Local currency government bonds (I: no change)*

Date of change
09/02/2015
24/03/2015
28/04/2015
15/05/2015
02/06/2015
24/06/2015
06/08/2015
03/09/2015
22/09/2015
04/11/2015
17/12/2015
25/01/2016
11/02/2016
23/02/2016

2y Sy
Hold Hold Hold Hold

Buy Buy
Hold Hold

| Buy
Hold

(o4

10y

CZK

HU
2y S5y 10y
Buy Buy Buy Sell
| Hold Hold |
| I I I

HUF

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

Buy
Hold| I -

PL
2y 5y 10y PLN

Hold Hold Hold Hold

| | | Sell
| Hold
| |
|

Hold Hold

|

|

|

|

| I |
|

Buy Buy | |
|

|

|

|
| | |
Hold - |

* recommendations based on absolute expected performance in LCY; FX vs EUR; 5y segment not covered anymore

Recommendations history: Sovereign Eurobonds (I: no change)*
BG

Date of change
09/02/2015
05/03/2015
24/03/2015
17/04/2015
28/04/2015
02/06/2015
24/06/2015
06/08/2015
03/09/2015
22/09/2015
07/10/2015
04/11/2015
03/12/2015
17/12/2015
18/01/2016
25/01/2016
23/02/2016
17/03/2016
24/03/2016

EUR
Hold

usD

HR

EUR
Sell

Hold
|
|

|

|

|
Sell
|
|
|
|
|
I
|
Hold
|
|

Ccz HU

usb EUR usb EUR usb
Sell | Hold Hold | Buy  Hold
Hold | | | |

| | | Hold |

| | | | |

| | | | |

| | | | |

| | I | I
Sell | | | |

| | | | |

| | | | |

| | | Buy Buy

| | | | |

| | I | I

| | | | I

| | I | I
Hold | | Hold  Hold

| | I Buy Buy

| | | | |

| | I Hold  Hold

* recommendations based on absolute expected performance, i.e. expected spread change; Source: RBI/Raiffeisen RESEARCH

Recommendations history: Sovereign Eurobonds (I: no change)*®

Date of change
09/02/2015
05/03/2015
24/03/2015
17/04/2015
28/04/2015
02/06/2015
24/06/2015
06/08/2015
03/09/2015
22/09/2015
07/10/2015
04/11/2015
03/12/2015
17/12/2015
18/01/2016
25/01/2016
23/02/2016
17/03/2016
24/03/2016

EUR
Sell
Hold
Buy
Hold

Buy

Hold
|

RU

usD
Sell
Hold
Buy
Hold

Buy

Hold
|

RS
uUsD
Sell -
Hold -
Hold -
|

I Hold
Sell |
|

Hold
|

SK
EUR

- Buy

|
|
- Hold

- By

|
|
|
|
|
- |
- |
u
|
|

Date of the first publication

01/01/2001
01/01/1997
RO RU TR
2y 5y 10y RN/ 2y 5, 10y RYB 2, 5, 10y RY
Buy Buy Buy Hold| Sell Sell Sell Sell |Buy Buy Buy Buy
| | | | |Hold I | | | Hold Hold Sell
Hold Hold Hold Hold| Buy Hold Hold | I | | Hold
| | | | | | | | | | | |
| | | I I I I Hold| I Buy Buy Buy
| | Sell | | Buy Buy | |Sell Sell Sell Sell
I Sell 1 | |Hold Hold Hold | |Hold | | Hold
0 0 U0 1 1 Buy| | I I By
| | | I I I I I Sell 1 | I
| Hold Hold | | I | Hold|Hold Hold Hold Hold
Buy Buy Buy Buy|Buy Buy | Buy| | | | |
Hold - Hold | - - - - - I
| | | | |Hold - Hold Hold| I | | |
| - | Hold| | - | | | - | Buy
KZ LT PL RO
EUR usb EUR usb EUR usb EUR usb
- - Hold  Hold | Hold Hold | Buy  Hold
- - | | | | | |
- - Buy Buy Buy  Hold I Buy
- - | | | | | |
- - | | | | | |
- - Hold  Hold | Buy | Hold  Hold
- - | | | Hold I |
- Buy Buy | Hold | | |
- | Hold | | | | |
- | | | Buy | Buy Buy
- Hold | | | | | |
- I Buy | | Buy | |
- Buy | |
- I Hold | | | | |
- | | | Hold  Hold I |
- Hold | | | | Hold  Hold
- Buy | | | | | |
- | | | | | | |
- | | | | | | |
TR UA BY
usb EUR usb EUR usb EUR usb
- Hold Hold Sell Sell - Sell
- | | | | - |
- I | | | - Hold
- | | | | — I
- Buy Buy Hold Hold - Buy
- | | | | - |
- | Hold | | - |
- Hold | Sell Sell - Sell
- I | Hold Hold - I
- Sell Sell | | - |
- | | | | - |
- Hold Hold - | - Hold
- | | - Sell - |
- Buy Hold - | |
- | | | - |
- | Buy - | |
- I | - | - I
- | | - | |
- | | - | - |

* recommendations based on absolute expected performance, i.e. expected spread change, under revision; Source: RBI/Raiffeisen RESEARCH
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Disclaimer Financial Analysis
Responsible for this publication: Raiffeisen Bank International AG (,RBI”)

RBI is a credit institution according to §1 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna, Austria.
Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International AG is subject to the supervision by the
Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank). AdditionohJ , RBI is subject to
the supervision by the European Central Bank (ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists of the ECB and
the national responsible authorities }Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise, references to legal norms refer
to norms enacted by the Republic of Austria.

This document is for information purposes and may not be reproduced or distributed to other persons without RBI’s permission. This document constitutes neither a solici-
tation of an offer nor a prospectus in the sense of the Austrian Capital Market Act (Kapitalmarktgesetz) or the Austrian Stock Exchange Act (Bérsegesetz) or any other
comparable foreign law. An investment decision in respect of a financial instrument, a financial product or an investment (all hereinafter “product”) must be made on the
basis of an approved, published prospectus or the complete documentation for such a product in question, and not on the basis of this document.

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Austrian Securities Supervision Act (Wertpapierauf-
sichtsgesetz). Neither this document nor any of its components shall form the basis for any kind of contract or commitment whatsoever. This document is not a substitute
for the necessary advice on the purchase or sale of a financial instrument, a financial product or advice on an investment. In respect of the sale or purchase of one of the
above mentioned products, your banking advisor can provide individualised advice suitable for investments and financial products.

This analysis is fundamentally based on generally available information and not on confidential information which the party preparing the analysis has obtained exclu-
sively on the basis of his/her client relationship to a person.

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any assurances regarding its accuracy and
completeness.

In emergin? markets, there may be higher seftlement and custody risk as compared to markets with established infrastructure. The liquidity of stocks/financial instruments
may be influenced, amongst others, by the number of market makers. Both of these circumstances can result in elevated risk in relation to the safety of investments made
in consideration of the information contained in this document.

The information in this publication is current as per the latter’s creation date. It may be outdated by future developments, without the publication being changed.

Unless otherwise expressly stated (www.raiffeisenresearch.com/special_compensation), the analysts employed by RBI are not compensated for specific investment
banking transactions. Compensation of the author or authors of this report is based (amongst other things) on the overall profitability of RBI, which includes, inter alia,
earnings from investment banking and other transactions of RBI. In general, RBI forbids its analysts and persons reporting to the analysts from acquiring securities or
other financial instruments of any enterprise which is covered by the analysts, unless such acquisition is authorised in advance by RBI’s Compliance Department.

RBI has put in place the following organisational and administrative agreements, including information barriers, to impede or prevent conflicts of interest in relation to
recommendations: RBI has designated fundamentally binding confidentiality zones. These are typically units within credit institutions, which are isolated from other units
by organisational measures governing the exchange of information, because compliance-relevant information is continuously or temporarily handled in these zones.
Compliance-relevant information may fundamentaﬁ not leave a confidentiality zone and is to be treated as strictly confidential in internal gusiness operations, including
interaction with other units. This does not apply to the transfer of information necessary for usual business operations. Such transfer of information is limited, however,

to what is absolutely necessary (need-to-know principle). The exchange of compliance-relevant information between two confidentiality zones may only occur with the
involvement of the Compliance Officer.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK):

This document does not constitute either a public offer in the meaning of the Austrian Capital Market Act (Kapitalmarktgesetz; hereinafter ,KMG”) nor a prospectus in
the meaning of the KMG or of the Austrian Stock Exchange Act (Bérsegesetz). Furthermore, this document does not intend to recommend the purchase or the sale of
securities or investments in the meaning of the Austrian Supervision of Securities Act (Wertpapieraufsichtsgesetz). This document shall not replace the necessary advice
concerning the purchase or the sale ofgsecurities or investments. For any advice concerning the purchase or the sale of securities of investments kindly contact your RAIF-
FEISENBANK. This publication has been either approved or issued by RBI in order to promote its investment business. Raiffeisen Bank International AG (“RBI”), London
Branch is authorise(fby the Austrian Financial Market Authority and subject to limited regulation by the Financial Conduct Authority (“FCA”). Details about the extent of
its regulation by the FCA are available on request. This publication is not intended for investors who are Retail Customers within the meaning of the FCA rules and shall
rhere?ore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed as an offer or solicitation of an offer to
buy (or sell) investments. RBI may have affected an Own Account Transaction within the meaning of FCA rules in any investment mentioned herein or related investments
and/or may have a position or Ko|ding in such investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any
securities mentioned in this report or in any related security.

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA: This document may not be transmitted to, or distributed within, the United States of
America or Canada or their respective territories or possessions, nor may it be distributed to any U.S. person or any person resident in Canada, unless it is provided
directly through RB International Markets (USA) LLC (“RBIM”), a U.S. registered broker-dealer, and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research document is intended only for institutional investors and is not subject
to all of the independence and disclosure standards that may be applicable to research documents prepared for retail investors. This report was provided to you by RB
International Markets (USA) LLC (RBIM), a U.S. registered broker-dealer, but was prepared by our non-U.S. dffiliate Raiffeisen Bank International AG (RBI). Any order for
the purchase or sale of securities covered by this report must be placed with RBIM. You can reach RBIM at 1133, Avenue of the Americas, 16th floor, New York, NY
10036, phone +1 212-600-2588. This document was prepared outside the United States by one or more analysts who may not have been subject fo rules regarding
the preparation of reports and the independence of research analysts comparable to those in effect in the United States. The analyst or analysts who prepared this
research (i) are not registered or qualified as research analysts with the Financial Industry Regulatory Authority (“FINRA”) in the United States, and (i) are not allowed to
be associated persons of RBIM and are therefore not subject to FINRA regulations, including regulations related to the conduct or independence of research analysts.

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject to change without notice. The informa-
tion contained in this report has been compiled from sources believed to be reliable by RBI, but no representation or warranty, express or implied, is made by RBI or its
affiliated companies or any other person as to the report’s accuracy, completeness or correctness. Securities which are not registered in the United States may not be
offered or sold, directly or indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Securities Act of 1933 [“the Securities
Act"]), except pursuant to an exemption under the Securities Act. This report does not constitute an offer with respect to the purchase or sale of any security within
the meaning of Section 5 of the Securities Act and neither shall this report nor anything contained herein form the basis of, or be relied upon in connection with, an
contract or commitment whatsoever. This report provides general information only. In Canada it may only be distributed to persons who are resident in Canada an
\é\/ho, lf)yg/i}r]tue of their exemption from the prospectus requirements of the applicable provincial or territorial securities laws, are entitled to conduct trades in the securities
escribed herein.

EU REGULATION NO 833/2014 CONCERNING RESTRICTIVE MEASURES IN VIEW OF RUSSIA’S ACTIONS DESTABILISING THE SITUATION IN UKRAINE

Please note that research is done and recommendations are given only in respect of financial instruments which are not affected by the sanctions under EU regulation
no 833/2014 concerning restrictive measures in view of Russia’s actions destabilising the situation in Ukraine, as amended from time to time, i.e. financial instruments
which have been issued before 1 August 2014.

We wish to call to your attention 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 concerning restrictive measures in view of Russia’s actions destabilising the situation in Ukraine, as amended from time to time. No opinion is given with
respect to such prohibited financial instruments.

INFORMATION REGARDING THE PRINCIPALITY OF LIECHTENSTEIN: COMMISSION DIRECTIVE 2003/125/EC of 22 December 2003 implementin? Directive
2003/6/EC of the European Parliament and of the Council as regards the fair presentation of investment recommendations and the disclosure of conflicts of interest has
been incorporated into national law in the Principality of Liechtenstein by the Finanzanalyse-Marktmissbrauchs-Verordnung.

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as it is severable from the remaining
terms, be deemed omitted from this Disclaimer. It shall in no way affect the legality, validity or enforceability of the remaining terms.
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