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Market snapshot Highlights
Poland curr.”  Jun-17 Sep-17 Dec-17 The Czech Central Bank (CNB) on Thursday decided to abandon its FX commitment of
olan
EUR/PLN 4226 435 430 425 preventing CZK an appreciation below 27 to the euro. The move came slightly earlier
Key rate 150 150 150 1.50 than we have expected, and so far the situation is developing smoothly. Expectedly, the
:_IOY bond 35 39 42 43 initial reaction was CZK appreciation vs EUR, while the magnitude of the move remained
EJ;/Q:J)F' 3702 315 310 315 limited with the CNB not intervening in the markets. At the same time, the Czech koruna
Key rate 090 090 090 0.90 treasury curve witnessed a bearish flattening with T-bills of maturities up to Ty showing the
10y k;1°"d o 34 38 41 43 most pronounced yield increases. Whereas we would project volatile movements and no
Czech Republic . _— .
EUR/CZK a0 B8 250 ||nfear apprec.qulon trend throughout Q2 o'nd Q3, the overall trend until year-end should
Key rate 005 005 005 005 bring appreciation of CZK toward 26 against the euro (see Focus on page 2). In another
10y bond 10 1.0 1.2 1.3 story, Ukraine received green light for the disbursement of USD 1 bn of IMF money.
Romania . . T
e T 2o e ot However, the IMF demqr?ds quite a few reforms for the next payment, \N.hICh will likely
Key rate 175 175 175 175 lead to renewed delays in the IMF programme. Moreover, the economic blockade of
10y bond 40 43 44 47 Donbas is somewhat clouding the growth outlook (see Focus on page 3). In Croatia,
Croatia positive economic data is overshadowed by the uncertainty and turbulence flooding the
EUR/HRK 7.449 7.40 7.45 7.50 ket i . he fail fA k he highly indebted C . il d
Key rate 250 250 250 250 market in connection to the tailure or Agrokor, the highly indebte roatian retail an
10y bond 3.1 27 27 27 food group. In the upcoming days all the attention of market participants and analysts
Russia will continue to focus on new information about the “Agrokor case”. The data calendar
USD/RUB 3633600 60.0. 620 for next week is full, with releases for industrial production, trade balances and inflation
Key rate 975 950 900 9.00 i : ol pre o :
10y bond 79 87 85 8.4 for several countries. The latter will be especially interesting to watch in Hungary where
Turkey the headline CPI print should exceed the mid-point of the central bank’s (MNB) official
lKJSD/T'RY gg(‘)] ggg ggg ?01 80 target range. We expect the MNB to talk down the recent reflation dynamics. However,
ey rare B B B B
101,, bond 108 115 117 110 according to our assumptions, CPl dynamics in Hungary are set to remain strong amidst
EUR/USD  1.066 103 1.02 102 ongoing wage pressure, but ultimately not sufficient to prompt the MNB to tighten its ultra-
" prices as of 06 April 2017, 11:59 p.m. CEST loose stance in the near future. In CEE high-yielding markets like Russia, the increasing

Source: Thomson Reuters, RBl/Raiffeisen RESEARCH . . L. . .
disappointment potential in terms of US-relations could weigh next week on RUB markets,

whilst Turkish lira markets should remain under the spell of the upcoming referendum next
Sunday.

Financial analysts: Andreas SCHWABE (+43 1 71707 1389), CFA, RBI Vienna

Stephan IMRE (+43 1 71707 6757), RBI Vienna
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Content Data highlights upcoming week
Highlight/Upcoming data p. 1 Date Indicator Period Forecast High Mean Low Previous
Focus °|" p-2 10Apr  CZ: CPl, % yoy Mar 26 28 26 24 25
Datalre eqsesf Country coverage P-4 11-Apr  RO: Industrial output, % yoy Feb n.a. n.a. n.a. n.a. 55
Monetary policy, money markets p.7
Y s p. 8 11-Apr  RO: CPl, % yoy Mar 0.3 n.a. n.a. n.a. 0.2
Local currency bond markets p.9 11-Apr  HU: CPl, % yoy Mar 3.1 3.1 30 28 29
Eurobond market p. 11 11-Apr  PL: CPl, % yoy Mar 2.0 n.a. n.a. n.a. 2.0
Ratings, main macro forecasts p. 12 Source: Bloomberg, RB/Raiffeisen RESEARCH
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Focus on: CNB abandoning the CZK FX
commitment

In November 2013 the Czech Central Bank (CNB) introduced an FX regime to artificially
weaken the CZK to fight deflationary fears. In the following years the CNB prevented CZK

CZK volatility expected

29 to appreciate below the level of 27 to the euro, using the FX regime effects as a monetary
[ tool instead of negative interest rates. Now, with consumer price inflation near target levels
28 again and elevated speculative inflows forcing the CNB into significant FX interventions,
N the central bank decided to abandon this FX commitment yesterday 5 April at around
27
\/\ 12.30 CET

26 ik
Thereby the CNB has decided not to wait for additional information on the inflation trajec-
25 | . | tory. With the projected CZK appreciation we should now get additional disinflationary ef-
2013 2015 2017 fects over the coming months and thus should see consumer prices dropping well below the

2% yoy inflation target again. That said the CNB move to abandon the FX regime in our

EUR/CZK : ’ . )
take was not entirely motivated by purely monetary policy topics, but also by the recent

surge in speculative inflows. On the other side we agree that apart from poor inflation tar-
geting the Czech economy does not need the strong regulation of the FX rate anymore.

At the press conference the CNB governor indirectly expressed that the CNB was not ac-
tive on the market after the end of FX commitment. The CNB said it stands ready to use its
instruments to mitigate potential excessive exchange rate fluctuations if needed. When

Source: Thomson Reuters, Raiffeisen RESEARCH-

EUR/CZK fair value questioned on the word “excessive” at the press conference, the CNB governor gave no
35 35 indication. He only described the pain level for CZK fluctuations as “very wide”. We would
therefore estimate the CNB to refrain from any interventions unless we see wide CZK fluc-
tuations in a range of more than 5%.
30 A - 30
For EUR/CZK we would project volatile movement over the nearterm (throughout Q2 and
25 - L 25 possibly even into Q3) as huge speculative inflows will make it difficult to find a quick equi-
librium. Inflow of speculative capital in a range of EUR 25-45bn with yearly demand for
” . . . . 1% CZK at roughly EUR 2bn (current account surplus) should make a quick move towards a

2003 2006 2009 2012 2014 2017 fair value equilibrium unlikely as speculative positions will be difficult to close without caus-

Fair value EUR/CZK ing significant market disruption. That said we would not project any form of linear appre-

ciation, but rather a range bound volatile movement. With a slow stabilization until year-
EUR/CZK end 2017 likely we would estimate EUR/CZK to reach a first equilibrium level close to 26
with additional appreciation potential for 2018. Fundamental fair value for EUR/CZK
should lie in a range of 23-25 depending on model calculations (EUR/CZK was around
25.8 at the introduction of the FX cap).

Source: Macrobond, RBI/Raiffeisen RESEARCH

The early move by the CNB could add to already seen speculation about the monetary
policy response not only in the Czech Republic, but in the entire CE region. However, we
CZK treasury curve flattened would regard such speculation on rate hikes in the CE region for 2017 as premature as we
expect inflation rates over the next months to fall below target ranges of the central banks

1,5% 45
' again. Inflation development should thereby remain the key driver for monetary policy.

1,0% | 30 Given our forecast of reasonable CZK appreciation we expect the CNB will start hiking in-
0,5% - 15 terest rates not sooner than by Q2 2018. With the return of the EUR/CZK to levels driven
0,0% 0 more by the market forces and gradually normalizing core market rates we expect Czech

koruna government bond yields to continue inching upwards gradually. As an initial reac-
tion to the CZKexit we have witnessed a substantial bear flattening of the CZK treasury
curve with CZK T-bills showing the strongest reaction (see chart). As expected, the potential

-1.5% 45 for price losses following the CZKexit at the front end of the CZK treasury curve was much
3m 6m 9m 1y 2y 5y 7y 10y

-15
30

-0,5%
-1,0%

more pronounced as longer-dated CZGB vyields already increased significantly since Feb-
bp chg (r.h.s.) —e— Pre-CZKexit ruary with 10y yields increasing by around 50bp versus flat 2y yields in the same time
PostCZKexit frame. Hence, short end T-bills and the 1y CZGB made up leeway for the moves in longer-
dated CZGBs ahead of the CZKexit. Based on these observations, we recommended for
last-minute LCY bond market investors to position in longer-dated CZGBs to benefit from the
expected CZK gains versus EUR as the potential for price losses seemed more contained
compared to the front-end. We would recommend to holding this position until FX gains
become more pronounced.

Source: Bloomberg, Raiffeisen RESEARCH

Financial analyst: Michal Brozka (#420 234 40 1498), Raiffeisenbank a.s., Prague
Wolfgang ERNST (+43 1 71707 1500), CEFA, RBI Vienna
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Focus on Ukraine: IMF money and Donbas

blockade

There are two stories regarding Ukraine’s economy recently: the discussion on the econom-
ic impact of the now official economic blockade of Donbas areas not controlled by the
government, and secondly, the decision by the IMF to disburse the fourth tranche of USD 1
bn.

Firstly, as a result of the now official economic blockade of Donbas, the National Bank of
Ukraine (NBU) downgraded the GDP growth figure for 2017 by 0.9pp to 1.9% yoy.
According to the NBU, the C/A deficit is said to be USD 4.3 bn (previously USD 3.5 bn),
while the FX reserve projection was reduced from USD 21.3 bn to USD 20.8 bn. At the
same time, the NBU thinks that the impact on inflation will be mitigated by other factors
(e.g. slower growth of communal payments), and they left the inflation figure at 9.1% yoy
for 2017. International institutions like the IMF and the World Bank followed the NBU and
also cut the GDP forecast to 2% in 2017, seeing a “sizable but manageable impact” on
growth in 2017. However, all three institutions are rather positive on the 2018 growth
outlook, estimating growth of 3.2-3.5% yoy.

Our baseline growth forecast before the blockade was already more conservative at 2%,
and we have so far abstained from revising the figure downwards. We see three possible
economic scenarios reflecting the current uncertainty:

= Under an optimistic scenario (10% probability), the government will be able to
renew economic relations with the uncontrolled area of Donbas in the very near
future, and we will also see an acceleration of reforms. In this case, the metallur-
gical and energy sectors will not suffer. Economic growth may reach a level in
excess of 3% this year and next year, and the inflation rate will move as target-
ed.

= In our current baseline scenario (50% probability), the Ukrainian government
will be able to ensure coal supplies at a minimum level. At the same time,
Ukraine will modernise the metallurgical and energy sector in order to reduce
dependency on coking coal, while it will also look for new import opportunities.
In this case, we will see a C/A deficit of 4.6% of GDP, a weaker UAH, and an
inflation rate slightly above the target level. Economic growth will be at a modest
level of 2% yoy in 2017, and it could gradually improve to 3% yoy in 2018.

*  The continued full blockade of Donbas without any attempt to find a compromise
is our third (pessimistic) scenario (40% probability). Metallurgical production
might shrink significantly due to the higher cost of production, while Ukraine will
likely increase exports of iron ore. The C/A deficit will rise on the back of a sim-
ultaneous increase in energy imports and a decline in metallurgical exports.
However, a flexible exchange rate will mitigate the effect somewhat at the ex-
pense of a weaker UAH. Inflation growth will be controlled by the NBU, but it
will be notably above the target level due to the devaluation of the national cur-
rency and higher fariffs. Thus we will see a deceleration of GDP growth towards
1% yoy in 2017, with a risk of even lower growth if the Donbas conflict also es-
calates again.

Secondly, on 3 April the IMF finally released the USD 1 bn tranche planned for late 2016.
Moreover, the EU gave the green light for another EUR 600 mn of its macroeconomic
assistance. While we are still analysing the comprehensive materials attached to the IMF
press release in detail, it is clear that the IMF sees positive developments in macroeconomic
management (fiscal and monetary), as well as in the banking sector (cleansing of the
sector, nationalisation of Privatbank), but criticises the slow pace of structural reforms and
the recent setbacks. Notably, the fund demands a land reform, a pension reform, and
progress in privatisation and anti-corruption. With the current authorities having low ratings
and populists being on the rise, coupled with the visibly low enthusiasm to fight corruption,
we doubt that Ukraine can act fast on the reforms in question. Nevertheless, our baseline
case of a continuation of the IMF programme — with delays and occasional setbacks -
remains unchanged. Political turbulence and strong vested interests may slow implementa-
tion down further. However, in our view, these factors will not be enough to bring the
programme down completely, in view also of Ukraine’s geopolitical position.

Financial analysts:Andreas SCHWABE (+43 1 71707 1389), CFA, RBI Vienna
Sergii DROBOT (+380 44 49590-73), Raiffeisen Bank Aval /SC, Kiev

Ukraine economic scenarios

Optimistic Base Pessimistic
(10%) (50%) (40%)
2017 2018 2017 2018 2017 2018

Real GDP (%yoy) 3.5 45 20 3.0 10 20
CPI (eop, % yoy) 80 60 90 60 110 80

C/A (% of GDP) 23 17 -46 38 72 54

General budget

(% of GDP| 25 20 40 30 50 45

USD/UAH [eop)  27.0 27.5 28.0 285 31.0 305

Source: Raiffeisen RESEARCH
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Data calendar and country coverage

This week, previous week: key data releases

Indicator Period Actual Forecast Previous|Indicator Period Forecast High Mean Low Previous
Friday 31 March Friday 07 April
RS: Retail sales, % yoy Feb 1.1 n.a. 4.1[HR: Trade balance, EUR mn Jan -442 n.a. n.a. n.a. 592
RS: Industrial output, % yoy Feb 1.7 n.a. 2.8|UA: CPI, % yoy Mar 14.2 n.a. n.a. n.a. 14.2
PL: CPI, % yoy Mar 2.0 n.a. 2.2|Monday 10 April
RU: C/A balance, USD mn Q4 10,124 n.a. 7,800(RO: Trade balance, EUR mn Feb n.a. n.a. n.a. n.a. 602
BG: Key rate, % Mar 0.00 n.a. 0.00(CZ: CPI, % yoy Mar 2.6 2.8 2.6 2.4 2.5
Monday 03 April TR: Industrial output, % yoy Feb n.a. n.a. n.a. n.a. 2.6
PL: PMI, points Mar 53.5 54.1 54.2|CZ: Unemployment rate, % yoy Mar 4.9 5.0 4.9 4.8 4.9
TR: PMI, points Mar 523 n.a. 49.7|BG: Industrial output, % yoy Feb n.a. n.a. n.a. n.a. -1.2
TR: CPI, % yoy Mar 11.3 n.a. 10.1|BG: Retail sales, % yoy Feb n.a. n.a. n.a. n.a. 4.0
CZ: PMI, points Mar 57.5 577 57.6|Sl: Industrial output, % yoy Feb n.a. n.a. n.a. n.a. 3.3
RU: GDP, % yoy 2016 0.2 n.a. -0.2|HR: Retail sales, % yoy Feb n.a. n.a. n.a. n.a. 57
Tuesday 04 April Tuesday 11 April
RO: Retail sales, % yoy Feb 7.8 n.a. 6.2|RO: Industrial output, % yoy Feb n.a. n.a. n.a. n.a. 55
RO: PPI, % yoy Feb 3.9 n.a. 2.6[RO: CPI, % yoy Mar 0.3 n.a. n.a. n.a. 0.2
SK: Retail sales, % yoy Feb 5.6 n.a. 7.4|HU: CPl, % yoy Mar 3.1 3.1 3.0 2.8 2.9
HU: PMI, points Mar 56.0 n.a. 59.5|SK: Industrial output, % yoy Feb n.a. n.a. n.a. n.a. 7.6
HU: Retail sales, % yoy Feb 1.2 3.5 3.7|TR: C/A balance, USD bn Feb n.a. n.a. n.a. n.a. 2.8
Wednesday 05 April RS: Key rate, % Apr n.a. n.a. n.a. n.a. 4.00
RU: PMI Composite, points Mar 56.3 n.a. 55.4|PL: CPI, % yoy Mar 2.0 n.a. n.a. n.a. 2.0
RU: PMI Services, points Mar 56.6 n.a. 55.5[RU: C/A balance, USD mn Q1 n.a. 24,000 18,750 9,000 10,124
CZ: Retail sales, % yoy Feb 1.1 n.a. 7.7|RU: Trade balance, USD bn Feb na. 131 103 8.7 11.4
HU: Industrial output, % yoy Feb 7.0 4.5 1.6(BY: CPI, % yoy Mar 8.0 n.a. n.a. n.a. 7.0
PL: Key rate, % Apr 1.50 1.50 1.50|Wednesday 12 April
RO: Key rate, % Apr 1.75 1.75 1.75[SK: Retail sales, % yoy Feb n.a. n.a. n.a. n.a. 7.3
RU: CPI, % yoy Mar 4.3 n.a. 4.6|BG: CPI, % yoy Mar n.a. n.a. n.a. n.a. 1.7
Thursday 06 April RS: CPI, % yoy Mar n.a. n.a. n.a. n.a. 3.2
CZ: Industrial output, % yoy Feb 2.7 n.a. 9.6|RU: Budget balance, % yoy Mar na. 200 284  -400 -148
CZ: Trade balance, CZK bn Feb 17.9 n.a. 19.4(Thursday 13 April
HU: Budget balance, EUR bn Mar -198 n.a. 180|SK: CPI, % yoy Mar n.a. n.a. n.a. n.a. 12
Friday 07 April CZ: C/A balance, CZK bn Feb 280 420 320 4.8 29.4
RO: Wages, % yoy Feb 14.7 n.a. 18.4|UA: Key rate, % Apr 14.00 n.a. n.a. n.a. 14.00
SK: Trade balance, EUR mn Feb 344 n.a. 152|PL: C/A balance, EUR mn Feb 423 845 39 800 2,457
HU: Trade balance, EUR mn Jan 911 n.a. 658|PL: Trade balance, EUR mn Feb -133 550 -50.0 -300 225

RO: C/A balance, EUR mn Feb n.a. n.a. n.a. n.a. 416

Friday 14 April

HR: CPI, % yoy Mar 1.4 n.a. n.a. n.a. 1.4

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Belarus (BY) - Following the meeting of Belarus’ President Alexander Lukashenko with Russia’s leader Vladimir Putin on 3 April 2017,
the parties announced the successful resolution of all pressing issues in bilateral relations. By July 2019, the countries will strive to establish
rules for the common energy market, which is set to become operational from 2024. Reportedly, the pending energy dispute will be re-
solved shortly. Belarus agreed to repay the accumulated gas debt of over USD 700 mn, whereas Russia will provide a gas price discount
for 2018-2019 and resume contractual crude oil supplies of annual 24 mn tons. According to statements by the Belarusian side, Russia’s
President Vladimir Putin promised as well his large-scale support in further implementation of the EFSD (Eurasian Fund for Stabilization and
Development) programme in Belarus and agreed on the rollover of outstanding USD 750 — 800 mn loans to Belarus due to be redeemed
in 2017. To recap, Belarus has been in talks with Russia on gas price reduction from the beginning of 2016. The energy spat flared up
between Russia and Belarus, as the countries failed to agree on the gas price. Belarus considers the current contractual price unfair amidst
lower world oil prices. Russia cut duty-free crude oil deliveries to Belarus. The USD 300 mn tranche of total USD 2 bn EFSD loan - that was
due to be disbursed in 2016 - has been postponed.

Financial analyst: Natalya CHERNOGOROVA (+375 17 2899231), Priorbank JSC, Minsk

Bosnia a. H. (BA) - Delegates in the House of Representatives of the B&H Parliamentary Assembly refused to discuss increasing the fuel
excise tax (by BAM 0.15) at the extraordinary session held on 5 April. The Adoption of the amendment to the Excise Tax Law is one of
preconditions for a positive assessment by the IMF Executive Board. Rejecting the request of the Council of Ministers, to approve, through
an urgent procedure, a draft law on raising the fuel excise tax, and thus resisting the pressure of the EU Delegation, the member states’
ambassadors and the IMF, the state Parliament definitely prevented the payment of the second tranche of the IMF credit, worth EUR 76
mn. Last week saw a release of several important macroeconomic figures that confirmed the upward trend of the B&H economy in Q1

Please note the risk notifications and explanations at the end of this document
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2017. The industrial production grew by 3.3% yoy in February 2017 (13 months of positive trend in a row). Three industry branches
contributed to the industrial output: mining (3.3% yoy), manufacturing (2.1% yoy) and electricity supply (4.6% yoy). Retail sales index rose
by 3.4% yoy in February 2017 (upward trend recorded in 33 months in a row) indicating the stability of consumer demand and private
consumption. The week ahead will bring announcement of relevant banking sector figures for February 2017 (loan and deposit dynamics)
where we anticipate low positive single-digit figures for both categories.

Financial analyst: Srebrenko FATUSIC (+387 33 287 918), Raiffeisen BANK d.d., Sarajevo

Croatia (HR) - Domestic macroeconomic developments and releases of key economic figures, which confirm the continuation of positive
trends, remained in the shadow of the uncertainty and turbulence flooding the market in connection to the failure of Agrokor, the highly
indebted Croatian retail and food group. Namely, the latest data confirm the fall of gross external debt to 91.4% of GDP at the end of
2016 (just to mention that the below 100%-level was last recorded in @3 2009) while, in the same period, total public debt (according to
the ESA2010 methodology) went down to 84.2% of GDP. Despite the solid macroeconomic data, in the upcoming days all the attention
of market participants and analysts will continue to focus on new information about the “Agrokor case”. However, due to a very complex
situation and lack of information, it is very difficult to predict the final outcome especially in relation to macroeconomic developments.

As regards macroeconomic releases, the upcoming March CPI and PPl figure, which is expected to remain around the current levels, will
confirm that the three—year disinflation period is behind us.

Financial analyst: Elizabeta SABOLEK RESANOVIC (+385 1 4695 099), Raiffeisenbank Austria d.d.,, Zagreb

Czech Republic (CZ) - Yesterday, the Czech National bank abandoned its commitment to defend the Czech currency at or above the
EUR/CZK 27.0 level. The CNB announced their decision at 12.30 pm and as a first reaction, the Czech koruna appreciated towards
EUR/CZK 26.8. At the press conference, the governor of the CNB, J. Rusnok stated that the conditions for fulfilling a sustainable inflation
target had been achieved. He added that the anti-inflation effect from abroad had disappeared and thus it was time to tighten monetary
policy. The CNB is not willing to intervene unless the volatility of the Czech exchange rate is excessive. However, the CNB's wide toler-
ance band for the Czech koruna is very high. After the Czech currency finds a new equilibrium, monetary policy can be tightened using FX
inferventions as well as interest rates. We expect that by the end of the year the Czech koruna will appreciate towards EUR/CZK 26.0
and the CNB will increase the key interest rate in mid-2018.

Financial analyst: Monika JUNICKE (+420 234 40 1070), Raiffeisenbank a.s., Prague

Hungary (HU) - Hungary's statistical office KSH published industrial output and retail sales figures for February. Industrial production
rose 7% yoy vs estimated 4.5%. Retail sales grew by 1.2% yoy vs expected 3.5%. Still today, Hungary will release its preliminary trade
balance for February — surplus is likely to be about EUR 920 mn. Macro data flow remained supportive for the HUF, while the central
bank's easing bias sufficiently outweighs that. The EUR/HUF continues trading sideways around the bottom of the trading range for much
of the week (upside and downside risks are well balanced, volatility is low). BUBOR rates dropped to new lows (3-month now at 0.17%)
while longerterm yields also dropped by some basis points (the steepness of the curve declined). Hungary's debt manager AKK also met
strong demand at its regular 3- and 12-month T-bill auctions. Next week the focus will be on the release of the headline inflation data for
March. We expect 3.1% yoy (above market-consensus of 3%) after 2.9% in February. Further increase might have mostly been driven by
food and services prices. However CPI hovers around the central bank's mid- term goal, we see no chance that the central bank will
change its stance or policy.

Financial analyst: Gergely PALFFY (+36 1 484 43 13), Raiffeisen Bank Zrt, Budapest

Poland (PL) - The flash CPI reading surprised coming visibly below consensus (2.3% yoy), and amounted to 2.0% yoy. Although the
details will not be known until next Thursday, we expect food prices to surprise strongly and stay in a negative territory this month. As the
base effects on fuel prices are diminishing, the inflation dynamics may stabilize slightly below 2% in the coming months. On the contrary,
core inflation (publication on April 12) should follow a moderate upward trend — market consensus expects 0.5% yoy. PMI declined the
second time in a row fo 53.5 points. However, despite the fall in main components (slower growth in output, new orders and employ-
ment), such level still implies the improvement in economic conditions. Additionally, on the quarterly basis, the Q1 2017 noted the highest
reading since two years. The MPC meeting took place this week. As expected, the MPC kept interest rates unchanged, with the reference
rate at 1.50%. The rhetoric during the conference after the meeting remained dovish. Chairman A. Glapinski even pointed out that in the
current economic situation he does not see any premises for interest rates hikes even until the end of 2018. However we believe that along
with the improving data on economic performance, with possible GDP growth acceleration to 3.5% in Q3, the MPC rhetoric will become
more hawkish by the end of this year.

Financial analyst: Aleksandra PIKAEA (+48 22 585 2000), Raiffeisen Polbank, Warsaw

Romania (RO) - The National Bank of Romania (NBR) remained on hold at the monetary policy meeting on 5 April, as expected. The
key interest rate (1.75%) and the other monetary policy instruments were kept unchanged. The press release following the meeting did not
suggest that NBR will rush to tighten the monetary policy stance in the near term, as the central bank forecasts the inflation rate to remain
at a depressed level in 2017. Still, at the press conference the Governor said that the monetary policy stance normalization could start by
narrowing the interest rate corridor to £100bp from £150bp currently. However, he suggested that NBR will not rush to start the tightening
before other central banks in the region, while explicitly mentioning Poland’s central bank. In our view such move should result in an in-
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crease of the interest rate at NBR’s permanent deposit facility (currently at 0.25%) with chances to materialize in H2 2017. The Governor
said that cuts of minimum reserves requirement ratio for FCY liabilities remain on NBR's agenda and could be delivered any time provided
favourable market conditions.

Next week’s macroeconomic calendar is rather full, with inflation data for March as main release of the week. We expect annual inflation
rate to have accelerated marginally to 0.3% in March from 0.2% in February, on the back of a monthly increase of consumer prices of
around 0.2%.

Financial analyst: Silvia Maria ROSCA (+40 799 718 083), Raiffeisen BANK S.A., Bucharest

Russia (RU) - According to Rosstat, the CPI continues to decelerate both in yoy and mom terms. In March, inflation dropped to 4.3% yoy
and 0.1% mom (4.6% yoy and 0.2% mom in February). This disinflation is seen in the food and nonfood segments while price growth in
services remains stable. As in February, a few food items positively affect food-CPI, without the fruit and vegetables category CPI remains
around 5%. The recent RUB appreciation is another driver of disinflation as we see a gradual deceleration of price growth in the nonfood
segment. Such optimistic figures are quite a sound argument to continue with the rate cuts. However, there are some constraints in the eyes
of the CBR (a huge weight of temporary factors, fundamental risks such as fiscal easing or an oil price drop, very unstable inflation expec-
tations, etc.). All that said, we think that the CBR will take a pause in April and will resume the easing in June

Financial analyst: Stanislav Murashov (+7 495 221 9845), AO Raiffeisenbank, Moscow

Serbia (RS) - Presidential elections have been the major event this week, which brought the expected victory of Prime Minister Mr Vucic
wining 55% of the votes. The voter’s turnout was high (54.6%) but lower compared with the first round of presidential elections held in
2012 (57.7%). The major surprise in the elections was Luka Maksimovic, better known as spoof character Ljubisa Preletacevic Beli, who
gained 9.43% of the votes. This is a significant support, given that he is not coming from the political establishment and was predominantly
active on social networks. Vucics’ election result is the confirmation of the achievements the government headed under his mandate made
in terms of fiscal and economic performance, regional political stability and acceleration of the accession negotiations with the European
Union.

The dinar has strengthened against the euro this week and we anticipate similar sentiment performance during Q2 amid ample RSD liquid-
ity on the market and sound economic performance. The decision regarding the new Prime Minister will follow in May, though it is difficult
to assess who would be Mr Vucic's successor. Whoever will be the final choice, we expect to see the same fiscal and economic policy
framework with the state-owned enterprises privatisation/restructuring to be on the agenda.

Financial analyst: Ljiljana Grubic (+381 11 220 71 78), Raiffeisenbank a.d,, Belgrade
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Monetary policy and money markets overview

CEE key interest and money markets outlook

Poland current® Jun-17 Sep-17 Dec-17 5y high 5y low
Key interest rate 1.50 1.50 1.50 1.50 4.75 1.50
3m money market rate 1.73 1.73 1.73 1.73 5.14 1.65
Hungary

Key interest rate 0.90 0.90 0.90 0.90 7.00 0.90
3m money market rate 0.17 0.30 0.40 0.50 7.25 0.17
Czech Republic

Key interest rate 0.05 0.05 0.05 0.05 0.75 0.05
3m money market rate 0.28 0.30 0.30 0.35 1.25 0.00
Romania

Key interest rate .78 1.75 .78 1.75 5.25 1.75
3m money market rate 0.86 1.00 1.15 1.55 6.30 0.68
Russia

Key interest rate 9.75 9.50 9.00 9.00 17.00 5.25
3m money market rate 10.20 10.00 9.50 9.50 29.93 6.65
Serbia

Key interest rate 4.00 4.00 4.00 4.00 11.75 4.00
3m money market rate 3.53 3.60 3.60 3.60 13.13 3.26
Turkey

Key interest rate 8.00 8.00 8.00 10.00 10.00 4.50
3m money market rate 12.48 12.50 12.70 11.50 12.48 4.85
Benchmark key rates current Jun-17 Sep-17 Dec-17 5y high 5y low
ECB key interest rate 0.00 0.00 0.00 0.00 1.00 0.00
Fed key interest rate 1.00 1.25 1.50 1.75 1.00 0.25

Source: Bloomberg, RBI/Raifteisen RESEARCH
* Bid rates (for Hungary ask rates) as of 06 April 2017, 11:59 p.m. CEST

Central bank watch

Poland (NBP) MPC remains sanguine in terms of reflation dynamics and expects CPI
inflation to stabilise on below-target levels going forward. This is in line
with our call, but we tend to believe that they will finally not tolerate a
protracted period of negative real rates and will start tightening mone-
tary conditions in 2018.

Hungary (MNB) The latest MNB decision to lower the 3m deposit cap more than
expected and to infroduce ém and 12m swaps (in addition to the 3m
instrument) add liquidity to the system anew. Against this backdrop,
longerterm money market rates are also set to remain depressed for
longer, so we put our forecasts under revision.

Czech Republic (CNB) CNB abandoned CZK cap and stated to not intervene in the local FX
market. We assume that the bank will intervene only in case of excess
volatility and possibly on both sides until the exchange rate finds a new
equilibrium. Nevertheless, with inflation set to moderate going forward
additionally, especially in light of more expected CZK appreciation,
rate hikes are not in sight.

Romania (BNR) BNR lowered CPl inflation forecasts mainly due to changing economic
policy framework. Only after liquidity tightening happens forcefully, rate
hikes could start as early as 2018.

Serbia (NBS) NBS to maintain neutral MP stance, i.e. sufficient rate differential versus
core markets with inflationary developments likely to not force them to
increase rates.

Russia (CBR) CBR cut rates by 25bp in March - earlier than anticipated. We keep our
9% projection for year-end by now (with 3 times -25bp of 6 MPC
meetings). Risks currently concentrated around US-Russia relations in
terms of Syria.

Turkey (TCMB) TCMB continued tightening liquidity in line with surging inflation. Whilst
this lends support to TRY markets, the bank is increasingly hitting its limits
to tighten conditions further. We assume that they hope for a yes vote at
the 16 April referendum with the removal of this uncertainty factor likely
to ease pressure on the lira.

Source: RBI/Raiffeisen RESEARCH

Inflation snapshot
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Key rate forecast (chg., bp)
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Source: Bloomberg, RBl/Raiffeisen RESEARCH

Rate setting meetings

Apr May
Poland (NBP) 5 12
Hungary (MNB) 25 23
Czech Republic (CNB) / 4
Romania (BNR) 5 5
Serbia (NBS) 11 12
Russia (CBR) 28 /
Turkey (TCMB) 26 /

Source: National Central Banks, RB|/Raiffeisen RESEARCH

Please note the risk notifications and explanations at the end of this document
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Foreign exchange market overview

FX forecasts

EUR vs current®

PLN 4.226
HUF 310.2
CZK 26.61
RON 4.523
HRK 7.449
RSD 123.8
RUB 60.03
UAH 28.81
BYN 2.012
TRY 3.955
usb 1.066
USD vs current®

RUB 56.33
UAH 27.03
BYN 1.888
TRY 3.711

Jun-17 Sep-17
4.35 4.30
315 310
26.0 26.5
4.50 4.45
7.40 7.45
123 124
61.8 61.2
27.8 27.5
2.09 2.18
4.02 3.88
1.03 1.02
Jun-17 Sep-17
60.0 60.0
27.0 27.0
2.03 2.14
3.90 3.80

*as of 06 April 2017, 11:59 p.m. CEST
Source: Bloomberg, RBI/Raiffeisen RESEARCH

Change of LCY value to EUR (%)

Russia
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Source: Thomson Reuters, RBl/Raiffeisen RESEARCH

Dec-17 5y high
4.25 4.40
315 316
259 27.7
4.45 4.54
7.50 7.66
125 125
63.2 79.3
28.6 28.6
2.28 2.28
4.18 4.18
1.02 1.38
Dec-17 5y high
62.0 73.0
28.0 28.0
2.24 2.24
4.10 4.10

Change of LCY value to USD (%)

Russia
Poland
Belarus

Czech Rep.
Hungary
Ukraine

Turkey

5ylow Comment

4.08 Zloty appreciation trend has found significant resistance near 4.23 to the euro,
next relevant move projected to bring EUR/PLN back towards 4.30

291 Forint re-entered the 310-315 trading range to the euro, we expect it to remain
in the aforementioned trading range for the coming months

25.1 CNB ended the FX commitment; CZK appreciation projected, albeit at elevated
volatility

4.45 Following some budget induced uncertainties EUR/RON is moving back
towards 4.50

7.50 In order to meet the liquidity needs in Agrokor we do not exclude extra FCY
inflow which will create additional appreciation pressures on kuna

112 Presidential elections leaving EUR/RSD unfazed
40.3 see USD/RUB below

10.6 see USD/UAH below

1.13 see USD/BYN below

2.35 see USD/TRY below

1.02 With continued US Fed rate hike expectations we project USD strengthening that
could put some pressure on CEE currencies

5y low

30.5 RUB remains on the strong side against the USD; CPI nearing in on CBR target
range could feed additional rate cut speculation

8.05 Uncertainties over IMF program, the situation in Donbas or the bond dispute
with Russia could weigh on UAH; administrative measures by central bank
stabilize

0.86 Despite BYN stability over recent months we remain with our cautious outlook
given fundamental weaknesses

1.78 USD strengthening and weak fundamentals weigh on TRY, upcoming vote on
presidential system (16 April) could add to volatility

Exchange rate comparison
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Local currency bond market overview and forecasts

Change of LCY 10y bond yields (bp)
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Source: Thomson Reuters, RBl/Raiffeisen RESEARCH

Change of LCY 2y bond yields (bp)
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5y USD CDS spreads
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CZK yield curve
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HRK yield curve
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Russia Turkey Current swap curve
Turkey Sy high 327.1, Sy low 111.7; Source:  Bloomberg,  Thomson  Reuters,  RBl/Raiffeisen
Russia 5y high 628.7, 5y low 119.4 RESEARCH
Source: Bloomberg, RBI/Raiffeisen RESEARCH
Yield forecasts
2y T-bond yields (%) 10y T-bond yields (%)
current” Jun-17 Sep-17 Dec-17 5y high 5y low
Poland 2.04 2.3 2.4 2.4 3.1 1.6 Poland
Hungary ** 1.18 1.5 1.6 1.7 57 0.9 Hungary
Czech Republic 0.11 0.1 0.1 0.1 0.5 0.9 Czech Republic
Romania 1.62 2.0 2.1 2.4 6.4 1.5 Romania
Croatia 1.89 1.5 1.5 1.6 4.4 0.9 Croatia
Russia 8.30 8.7 8.5 8.3 15.8 6.2 Russia
Turkey 11.17 1.7 1.7 10.9 11.0 6.1 Turkey
Germany -0.80 0.8 0.7 0.7 0.2 -0.8 Germany
USA 1.25 1.5 1.8 1.9 1.9 0.2 USA

* Bid yields as of 06 April 2017, 11:59 p.m. CEST: ** 3y yield
Source: Bloomberg, RB|/Raiffeisen RESEARCH

HUF yield curve
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RON yield curve
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RUB yield curve
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3.47 3.9 4.2
3.38 3.8 4.1
1.03 1.0 1.2
3.95 4.3 4.4
3.08 2.7 2.7
7.85 8.7 8.5
10.77 11.5 11.7
0.26 0.4 0.6
2.34 2.6 29

current* Jun-17 Sep-17 Dec-17
43

4.3
1.3
4.7
2.7
8.4
11.0
0.8
3.0

5y high 5y low

4.3
6.2
25
6.9
52
14.1
11.1
1.9
3.0
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Local currency bond market overview

CEE local currency bond market snapshot

Maturity Coupon Bid Price YTM (%) Spreadto MDur. Comment
(%) Bunds (bp)

Poland

PLN 2y Gov. Bond 25/04/2019 0.00 95.92 2.06 286 2.0 As expected, the fading of the reflation trade led to

PLN 5y Gov. Bond 25/04/2022 2.25 96.91 2.92 339 4.7 falling yields in Poland in the recent period, especially

PLN 10y Gov. Bond 25/07/2027 2.50 91.64 3.48 323 9.0 following the lowerthan-expected inflation estimate for
March. We continue to see the risks of substantially
rising POLGB yields contained.

Hungary

HUF 3y Gov. Bond 23/09/2020 1.00 99.60 1.12 185 3.4 HGB market remains well bid with ultra-loose monetary

HUF 5y Gov. Bond 26/10/2022 1.75 97.83 217 264 5.3 stance inflicting larger pressure on domestic investors to

HUF 10y Gov. Bond 27/10/2027 3.00  97.01 3.34 309 9.1 go "long" even longer-maturity HGB papers. In detail,

the recent liquidity injections in tandem with the new
swap facilities are HGB supportive.
Czech Republic

CZK 2y Gov.Bond 11/04/2019 500 110.11 -0.05 74 2.0 In post-CZKexit trading, a bearish flattening of the
CZK 5y Gov. Bond 29/09/2021 3.85 116.15 0.21 68 4.1 treasury curve could be observed with maturities up to
CZK 10y Gov. Bond 26/06/2026 100 10031 097 72 6.8 1y posting the. biggest yield increases. In terms of our.
recommendations, we stay long backend CZGBs until
more pronounced CZK gains materialise.
Croatia
HRK 2y Gov. Bond  10/07/2018 525 105.23 1.02 149 1.2 We expect continued uncertainty and more pronounced
volatility until the situation around Agrokor be further
HRK 10y Gov. Bond 14/12/2026 4.25 109.38 3.12 287 8.1 clarified.
Romania
RON 2y Gov. Bond 29/04/2019 2.50 101.74 1.61 234 2.0 ROMGB: also took part in the recent EM rally but US
RON 5y Gov. Bond 08/03/2022 3.40 102.62 2.83 330 4.6 political implementation risks and local fiscal risks
RON 10y Gov. Bond 26/07/2027 580  115.28 3.89 364 7.9 could sour the current favorable sentiment significantly.
We lifted our yield forecasts for the longerterm.
Russia
RUB 2y Gov. Bond 27/02/2019 7.50 98.90 8.30 909 1.8  Longend Russian OFZs remained well bid amid
RUB 5y Gov. Bond 18/08/2021 7.50 98.59 8.04 851 3.7 favorable EM sentiment and restarted CBR rate cuts.
RUB 10y Gov. Bond 03/02/2027 8.15 102.65 7.91 766 7.1  Most recent RUB weakening on US-Russia dispute over
Syria currently the maijor risks for RUB markets as it
could dent non-resident investors' euphoria.
Turkey
TRY 2y Gov. Bond  11/07/2018 8.70 97.16 11.15 1194 1.2 TURKGBs responded optimistically to TCMB tightening
TRY 5y Gov. Bond  02/03/2022 11.00 99.79 11.05 1152 4.0 inline with a stable lira thanks to the further increasing
TRY 10y Gov. Bond 24/02/2027 11.00 101.25 10.78 1053 6.4  funding costs. Possibly souring EM sentiment bears
correction risks and we therefore sell long-end
TURKGBs.
Data as of 07 April 2017, 10:53 a.m. CEST
Source: Bloomberg, RBI/Raiffeisen RESEARCH
Bond auctions
ISIN Coupon Maturity Volume
10 April
RO 3.9y T-bonds RO1521DBNO41 3.25% 22.03.2021 RON 600 mn
11 April
RS 3y T-bonds n.a. 4.50% 05.04.2020 maxc. CZK 5 bn
12 April
cz 2.9y T-bonds CZ0001005011 0.00% 10.02.2020 maxc. CZK 5 bn
(o4 6.5y T-bonds CZ0001004600 0.45% 25.10.2023 maxc. CZK 4 bn
Ccz 9.9y T-bonds CZ0001005037 0.25% 10.02.2027  maxc. CZK 4 bn
13 April
HU T-bonds n.a. n.a. n.a. n.a.
RO 4.9y Tbonds RO1722DBN045 3.40% 08.03.2022 RON 600 mn

Source: Bloomberg, Thomson Reuters, RBI/Raiffeisen RESEARCH

10 Please note the risk notifications and explanations at the end of this document
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Eurobond market overview

CEE USD EMBIG spread valuation* CEE EMBIG USD vs. UST YTM*
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Source: Thomson Reuters, RBl/Raiffeisen RESEARCH

Market Price YTMmid. Spread Mdur. ISIN
Issuer/rate/due Bid Ask w/w%| 5ymax Symin| % p.a. Bmk,bp years -
EUR
BGARIA 41/407/09/17 101.2 101.3 -0.05 111.8 100.3 0.64 -7 0.2 X50802005289
CROATI 57/807/09/18 107.0 107.4 0.00 112.1 97.2 0.09 71 1.2 XS0645940288
REPHUN 3 7/8 02/24/20 110.5 111.0 -0.06 113.1 74.9 0.13 85 2.8 X$0212993678
REPHUN 4 3/8 07/04/17 101.2 101.3 0.07] 108.0 83.8 -0.90 -33 0.2 XS0284810719
REPHUN 5 3/406/11/18 107.2 107.4 0.05 115.1 86.3 0.47 13 1.1 XS0369470397
REPHUN 6 01/11/19 110.8 110.9 0.05 118.4 86.4 0.16 58 1.7 XS0625388136
LITHUN 4.8502/07/18 104.4 104.6 0.11 114.3 100.4 0.59 -4 0.8 XS$0327304001
POLAND 5 5/8 06/20/18 106.9 107.5 0.04 122.6 102.1 0.38 22 1.1 XS0371500611
POLAND 15/801/15/19 102.9 103.3 -0.08 105.5 98.0 0.11 64 1.8 XS0874841066
POLAND 3 3/401/19/23 117.8 118.5 0.11 125.5 99.9 0.55 91 53 XS0794399674
POLAND 3 3/8 07/09/24 116.6 117.4 0.16 125.6 99.6 0.94 109 6.4 XS0841073793
ROMANI47/8 11/07/19 112.0 112.3 0.00 117.8 99.3 0.14 89 24 XS0852474336
TURKEY 57/8 04/02/19 109.4 109.8 0.03 118.9 106.8 0.95 173 1.9 X$0285127329
TURKEY 5 1/8 05/18/20 109.7 110.1 0.23 115.9 101.4 1.82 253 2.8 XS0503454166
usbD
BELRUS 8.9501/26/18 103.5 103.9 0.44 111.2 78.0 4.17 318 0.8 XS0583616239
CROATI 6 3/8 03/24/21 110.7 111.1 0.18 117.8 91.7 3.40 175 3.5 XS0607904264
CROATI 5 1/2 04/04/23 108.3 108.8 0.49 111.7 94.4 3.89 188 5.1 XS0908769887
REPHUN 5 3/8 02/21/23 110.6 110.9 0.23 115.6 93.5 3.34 137 5.0 US445545AH91
REPHUN 7 5/8 03/29/41 147.6 148.3 n.a. 158.1 87.4 4.38 159 13.2 US445545AF36
LITHUN 7 3/8 02/11/20 114.0 114.3 0.21 130.7 112.8 2.20 78 2.6 XS0485991417
LITHUN 6 5/8 02/01/22 117.6 117.9 0.24 128.6 107.4 2.67 84 42 XS0739988086
LATVIA2 3/401/12/20 101.4 101.8 0.08 104.5 91.4 2.16 75 2.6 X$0863522149
LATVIA 5 1/406/16/21 111.0 111.4 0.09 117.2 96.0 241 71 3.7 XS0638326263
POLAND 6 3/8 07/15/19 109.7 109.9 0.14 125.9 109.7 1.92 62 2.1 US731011AR30
POLAND 3 03/17/23 100.0 100.4 n.a. 105.4 87.9 2.97 98 5.4 US731011AT95
ROMANI 6 3/4 02/07/22 116.1 116.5 0.15 123.7 99.1 3.08 127 4.1 US77586TAA43
ROMANI 4 3/8 08/22/23 105.9 106.3 0.51 111.2 90.6 3.30 126 5.5 US77586TACO9
RUSSIA 4 1/2 04/04/22 106.5 107.0 0.48 114.7 82.0 3.02 116 4.5 XS0767472458
RUSSIA 7 1/2 03/31/30 120.5 120.8 0.11 128.6 99.6 2.38 -6 3.9 XS0114288789
RUSSIA 5 5/8 04/04/42 110.8 1117 0.98 124.9 76.0 4.84 201 13.9 XS0767473852
SERBIA51/411/21/17 101.9 102.1 -0.03 107.1 96.8 1.88 93 0.6 XS0856951263
SERBIA 4 7/8 02/25/20 104.1 104.5 0.44 105.4 89.6 3.30 187 2.7 XS0893103852
TURKEY 6 1/4 09/26/22 107.1 108.0 0.61 127.0 102.5 4.66 275 4.6 US900123BZ27
TURKEY 6 7/8 03/17/36 109.4 109.9 1.03 139.6 99.2 6.01 339 10.9 USQ00123AY60
TURKEY 6 3/4 05/30/40 108.1 109.0 1.34 139.4 97.3 6.06 330 11.8 US900123BG46
UKRAIN 7 3/4 09/01/19 101.4 101.8 -0.59 102.3 90.4 7.01 568 2.1 XS$1303918269
UKRAIN 7 3/4 09/01/23 94.6 95.1 0.11 100.1 90.9 8.82 676 4.9 X$1303921487
UKRAIN 7 3/4 09/01/27 91.7 92.2 -0.05 98.8 88.7 8.95 660 6.8 X$1303927179
YTM mid - yield to maturity based on mid market price, bmk - benchmark, Mdur - modified duration, ISIN - ir jonal security identification number; prices as of 07 Apr 2017, 9:45 AM CET

Source: Bloomberg, RBI/Raiffeisen RESEARCH

Please note the risk notifications and explanations at the end of this document 11




x Raiffeisen
RESEARCH

Summary: Ratings & macro data

Country ratings: CE, SEE, EE

S&P Moody’s Fitch
LcY FCY Outlook Lcy FCY Outlook LcY FCY Outlook

CE

Poland A BBB+ stable A2 A2 negative A A stable
Hungary BBB- BBB- stable Baa3 Baa3 stable BBB- BBB- stable
Czech Republic AA AA- stable Al Al stable AA- A+ stable
Slovakia * A+ A+ stable A2 A2 stable A+ A+ stable
Slovenia * A A positive Baa3 Baa3 positive A A stable
SEE

Romania BBB- BBB- stable Baa3 Baa3 positive BBB BBB- stable
Bulgaria BB+ BB+ stable Baa2 Baa2 stable BBB BBB- stable
Croatia BB BB stable Ba2 Ba2 stable BB+ BB stable
Serbia BB- BB- positive Ba3 Ba3 stable BB- BB- stable
EE

Russia BBB- BB+ positive Bal Bal stable BBB- BBB- stable
Ukraine B- B- stable Caa3 Caa3 stable B- B- stable
Belarus B- B- stable Caal Caal stable B- B- stable
Kazakhstan BBB- BBB- negative Baa3 Baa3 negative BBB BBB stable
Turkey BB+ BB negative Bal Bal negative BBB- BB+ stable

* Euro area (Euro currency) members, positive rating/outlook changes (in previous week) in green, negative changes in red
Source: rating agencies websites

Main macro data & forecasts®

Country Year* GDP, CPI, Unem- Nominal Fiscal Public Export **, % C/A, % GDP Ext. Debt, % FXR***% Import

% avg. % avg. ployment, wages, EUR balance, % debt, % GDP GDP ext. debt cover,

yoy yoy % GDP GDP months

Croatia 2016 29 -1 13.1 1029 -1.5 84.2 23.1 2.6 91.5 324 9.1

2017e 3.3 1.9 122 1056 -1.9 82.6 23.7 2.5 85.0 33.5 8.9

2018f 2.8 1.6 11.2 1074 2.0 80.6 23.5 2.2 83.3 33.4 8.9

Czech 2016 23 0.7 585 1020 0.0 37.9 70.3 1.1 73.2 63.8 8.4
Republic

2017e 2.7 24 53 1088 0.2 36.8 69.1 1.1 762 857 12.0

2018f 25 1.5 5.3 1176 0.0 35.8 69.6 1.2 740 80.9 10.9

Hungary 2016 2.0 0.3 53 847 2.0 73.9 82.8 3.5 98.3 222 3.5

2017e 3.2 3.3 4.0 939 2.5 73.2 81.4 3.2 89.1 222 3.2

2018f 3.4 3.0 3.6 1010 -3.0 72.4 81.2 3.0 83.5 20.3 2.8

Poland 2016 2.8 0.6 9.0 928 2.6 52.8 41.5 0.5 744 34.3 7.4

2017e 33 1.9 8.3 981 -3.0 53.2 40.7 0.8 74.8 32.6 7.2

2018f 3.0 2.2 8.2 1040 3.2 58.7 39.2 -1.0 74.2 31.1 6.9

Romania 2016 4.8 -1.5 6.0 642 2.6 37.6 30.8 2.4 54.7 41.0 7.4

2017e 4.2 0.9 5.4 713 3.6 38.7 31.1 -3.6 53.0 40.0 6.8

2018f 3.5 29 5.1 760 -3.8 40.1 32.1 -3.8 52.8 38.3 6.2

Russia 2016 0.2 7.1 5.5 495 3.7 13.5 222 17 39.1 79.1 252

2017e 1.0 4.7 53 628 2.6 14.0 23.0 4.9 30.5 88.5 23.0

2018f 1.5 4.5 53 641 2.4 14.5 22.8 5.5 26.0 101.4 220

Ukraine 2016 22 13.9 9.0 n.a. -3.0 76.5 36.9 3.7 131.8 13.6 4.8

2017e 2.0 10.7 9.0 n.a. -4.0 78.4 357 4.6 124.4 14.9 52

2018f 3.0 7.5 8.5 n.a. 3.0 73.0 34.6 -3.8 118.2 15.2 5.2

Turkey 2016 2.1 7.8 10.0 n.a. -1.4 320 17.7 -3.8 48.3 27.1 7.0

2017e 2.0 10.0 10.3 n.a. -1.5 33.0 18.8 5.8 56.3 264 72

2018f 3.0 8.0 10.0 n.a. -1.8 320 19.7 5.0 59.2 229 6.3

* only for countries included in CEE Weekly, ** Export of goods only, *** FXR - Foreign exchange reserves
Source: Thomson Reuters, National Statistics, RBl/Raiffeisen RESEARCH

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




x Raiffeisen
RESEARCH

Risk notifications and explanations
Warnings:

® Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the
development of a financial instrument, a financial index or a securities service. This is particularly true in cases
when the financial 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 ex-
change rate fluctuations.

® Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may
deviate from the forecast. Consequently, forecasts are not a reliable indicator for future results and the develop-
ment of a financial instrument, a financial index or a securities service.

Any information and recommendations designated as such in this publication which are contributed by analysts from RBI's
subsidiary banks or from Raiffeisen Centrobank (“RCB”) are disseminated unaltered under RBI's responsibility.

A description of the concepts and methods used in the preparation of financial analyses is available under:
www.raiffeisenresearch.com/concept and methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the
context of financial analyses) is available under:
www.raiffeisenresearch.com/sensitivity analysis.

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.com/disclosuresobijectivity

www.raiffeisenresearch.com/en/web/portal /footer/impressum

Detailed information on recommendations concerning financial instruments or issuers disseminated during a period of 12
month prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2014) is

available under: hitps://raiffeisenresearch.com/web/rbi-research-portal/recommendation_history
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Distribution of short term recommendations
(preceding 3 months prior to this publication)

Recommendation Basis: all analysed
Government bonds
Buy 15%
Hold 63%
Sell 23%
Not rated 0%
History of short term recommendations (preceding 12 months prior to this publication)
Date 10Y Czech Rep. 10Y Hungary 10Y Poland 10Y Romania 10Y Russia 10Y Turkey
24/03/2017 Buy Hold Hold Hold Hold Sell
15/03/2017 [ | | | | [
24/02/2017 | | Hold | Sell |
25/01/2017 Hold Buy Buy Hold Hold Hold
24/01/2017 | | | | | |
15/12/2016 Hold Buy Buy Hold Hold Sell
28/11/2016 | I I I I I
24/11/2016 | | | | Hold |
21/10/2016 | I I I I I
26/09/2016 [ | | | | I
23/09/2016 Hold Hold Hold Hold Buy Sell
26/08/2016 [ | | | | I
25/08/2016 Hold Buy Hold Hold Buy Sell
29/07/2016 Hold Buy Hold Hold Buy Sell
27/07/2016 [ | | | | |
21/07/2016 | | | | | Sell
20/06/2016 Hold Buy Hold Hold Buy Buy
31/05/2016 Hold Buy Hold Hold Buy Buy
13/05/2016 [ | | | | |
26/04/2016 Hold Buy Hold Hold Hold Hold
20/04/2016 | | I I | |
Date 2Y Czech. Rep. 2Y Poland 2Y Russia 2Y Turkey BG EUROBOND EUR BY EUROBOND USD
24/03/2017 Hold Hold Hold Hold | |
15/03/2017 [ | [ | | |
24/02/2017 | | Sell | | |
25/01/2017 Hold Hold Hold Hold | |
24/01/2017 | | | | Hold
15/12/2016 Hold Hold Buy Sell | |
28/11/2016 | | | | Hold |
24/11/2016 | | Hold | | |
21/10/2016 | | | | | Sell
26/09/2016 | | | | Buy |
23/09/2016 Hold Hold Buy Sell | |
26/08/2016 | | | | |
25/08/2016 Hold Hold Buy Sell | |
29/07/2016 Hold Hold Buy Sell Hold |
27/07/2016 | | | | | [
21/07/2016 | | | Sell | |
20/06/2016 Hold Hold Buy Buy Buy Hold
31/05/2016 Hold Hold Buy Buy | |
13/05/2016 | | | | Hold Hold
26/04/2016 Hold Hold Hold Hold Hold Hold
20/04/2016 | [ | | Buy Hold
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Date CZ EUROBOND EUR HR EUROBOND EUR HR EUROBOND USD HU EUROBOND EUR HU EUROBOND USD KZ EUROBOND USD
24/03/2017 | |

15/03/2017 |

24/02/2017 | Buy
25/01/2017 [

24/01/2017 |

15/12/2016 [

28/11/2016 |

24/11/2016 [

21/10/2016 |

26/09/2016 [

23/09/2016 |

26/08/2016 [

25/08/2016 |

29/07/2016 [

27/07/2016 |

21/07/2016 | [ [

20/06/2016 Hold Sell Sell Buy Buy Hold
31/05/2016 [ | | | | I
13/05/2016 Hold Hold Hold Hold Hold Hold
26/04/2016 Hold Hold Hold Hold Hold Hold
20/04/2016 Hold Hold Hold Hold Hold Buy

|
|
|
|
|
|
|
|
|
|
|
|
|
Hold Hold Buy
|

Date LT EUROBOND EUR LT EUROBOND USD MK EUROBOND EUR PL EUROBOND EUR PLEUROBOND USD RO EUROBOND EUR
24/03/2017 | | | | | |
15/03/2017 Hold Hold Hold | | Buy
24/02/2017 I I I I I I
25/01/2017 | I | | | [
24/01/2017 Buy | | | | |
15/12/2016 | Buy Hold | | Hold
28/11/2016 | | Hold | Buy
|
I
|
|
o

21/10/2016
26/09/2016
23/09/2016

|
24/11/2016 | | |

| |

| u

|
26/08/2016 |

|

[

|

[

o

Buy

|
|
25/08/2016 Hold Hold
29/07/2016 |
27/07/2016 |
21/07/2016 | [
20/06/2016 Hold Hold Hold Sell Sell Sell
31/05/2016 [ [ [ [ [ [
13/05/2016 Hold Hold Hold Sell Sell Hold
26/04/2016 Hold Hold Hold Sell Sell Hold
20/04/2016 Buy Hold Hold Buy Hold Hold

|
I
I
I
I
| Hold
u

|
I
|
I
|
]
|

|
|
|
|
|
|
|
| Buy
|

o]

Date RO EUROBOND USD RS EUROBOND USD RU EUROBOND EUR RU EUROBOND USD S| EUROBOND EUR S| EUROBOND USD
24/03/2017 | | | | |
15/03/2017 Buy | | Hold
24/02/2017 | | | |
25/01/2017
24/01/2017
15/12/2016
28/11/2016
24/11/2016
21/10/2016

|
|
| [
| |
| [
| o
|
|
26/09/2016 | Buy [ |
|
|
o]
|

I
I
I
[
I
[
| Sell Sell | Hold
|
[
I
{e]

23/09/2016
26/08/2016
25/08/2016 |
29/07/2016 Hold | Buy Buy |
27/07/2016 | | |
|
u

Hold Hold Hold Hold

21/07/2016 | | | |

20/06/2016 Sell Buy Hold Hold Buy B
31/05/2016 | | | |

13/05/2016 Hold Buy Hold Hold Buy B
26/04/2016 Hold Buy Hold Hold Buy

20/04/2016 Hold Hold Hold Hold Buy

~

~

|
|
|
|
|
|
|
|
|
u
|
u
|
|
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Date SK EUROBOND EUR TR EUROBOND EUR TR EUROBOND USD UA EUROBOND USD
24/03/2017 | | |

15/03/2017 | | |

24/02/2017 | | |

25/01/2017 | | |

24/01/2017 | | | |
15/12/2016 | | |

28/11/2016 | Hold Hold Hold
24/11/2016 | | | |
21/10/2016 | Buy Buy Buy
26/09/2016 | Hold Hold |
23/09/2016 |

26/08/2016 Hol

25/08/2016 |

29/07/2016 sell | |

27/07/2016 |

21/07/2016 | Sell Sell

20/06/2016 Hold Buy Hold Hold
31/05/2016 | | | |
13/05/2016 Hold Hold Hold Hold
26/04/2016 Hold Buy Buy Hold
20/04/2016 Hold Buy Buy Hold

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 super-
vision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank of Austria (OeNB, Oesterreichische Nationalbank).
Additionally, 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).
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neither a solicitation of an offer nor a prospectus in the sense of the Austrian Capital Market Act (Kapitalmarktgesetz) or the Austrian Stock Exchange Act
(B&rsegesetz) or any other comparable foreign law. An investment decision in respect of a financial instrument, a financial product or an investment (all
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and not on the basis of this document.
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(Wertpapieraufsichtsgesetz). Neither this document nor any of its components shall form the basis for any kind of contract or commitment whatsoever. This
document is not a substitute for the necessary advice on the purchase or sale of a financial instrument, a financial product or advice on an investment. In
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Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any assurances regarding its
accuracy and completeness.

In emerging markets, there may be higher setflement 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 (wwwe.raiffeisenresearch.com/special_compensation), the analysts employed by RBI are not compensated for specific
investment banking fransactions. 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 fundamentally not leave a confidentiality zone and is to be treated as strictly
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business operations. Such transfer of information is limited, however, to what is absolutely necessary (need-to-know principle). The exchange of compli-
ance-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 (Bdrsegesetz). 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 docu-
ment shall not replace the necessary advice concerning the purchase or the sale of securities or investments. For any advice concerning the purchase or
the sale of securities of investments kindly contact your RAIFFEISENBANK. 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 authorised by 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 publica-
tion is not intended for investors who are Retail Customers within the meaning of the FCA rules and shall therefore 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 holding in such investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any
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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. affiliate
Raiffeisen Bank International AG (RBI). Any order for the purchase or sale of securities covered by this report must be placed with RBIM. You can reach
RBIM at 1177, Avenue of the Americas, 5th Floor, New York, NY 10036, phone +1 212-600-2588. This document was prepared outside the United
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The information contained in this report has been compiled from sources believed to be reliable by RBI, but no representation or warranty, express or
implied, is made by RBI or its affiliated companies or any other person as to the report’s accuracy, completeness or correctness. Securities which are not
registered in the United States may not be offered or sold, directly or indirectly, within the United States or to U.S. persons (within the meaning of Regula-
tion 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
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UKRAINE
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