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Forecast

Jun-10 Dec-10
Poland*
PLN 3.65
1m-rate 4.3
5y bond 5.4
10y bond 57
Hungary
HUF 270
Im-rate 5.0
5y bond 6.0
10y bond 6.6
Czech Rep.
CZK 25.0
1m-rate 1.0 1.5
5y bond 8.8 3.8
10y bond 4.4 4.6
Romania
RON 29.11 28.77
1m-rate 3.9 3.9
5y bond 6.4 5.6
10y bond 6.7 6.0
usD 1.35 1.35

* under rervision
Currencies per 1 EUR
Source: Thomson Reuters. Raiffeisen RESEARCH

Bonmgrigl Outlook

16 April 2010

Recommendations (1-month horizon)

Buy PLN bonds; Neutral HUF bonds; Neutral CZK bonds; Neutral RON bonds;
Sell TRY bonds

mm Highlights

B Poland — With the FX intervention on Friday, the central bank
demonstrated its strong commitment to take action against ra-
pid appreciation of the zloty.

B Hungary — The opposition centre-right Fidesz won the general
elections (11 April), taking 52.7% of the votes (on the party
list). Fidesz will form the next Hungarian government alone,
with Viktor Orbén as the new PM.

B Czech Republic -The governor of the CNB, Zdenek Tuma, unex-
pectedly announced that he will resign on 30 June 2010. The
CNB is a stable and well functioning institution and the resig-
nation of the governor does not imply any significant instability.

Key upcoming events and data releases

Country Period Last
19-Apr
PL Mar -1.1
PL Mar 2.9
20-Apr
PL Mar 9.2
PL Mar 2.4
21-Apr
HR Mar 0.2
HR Mar 18.3
RU Mar 1.3
RU Mar 7.4
22-Apr
TR Apr 8.24
23-Apr
HU Feb 5.6
Bond auctions
01-Apr
TR TRTO40117T14 04 Jan 2017
21-Apr
PL PLOO00105953 25 Apr 2015
(ov4 CZ0001002547 25 May 2024
22-Apr
HU HU0000402466 24 Oct 2013
HU 2016/C 12 Feb 2016
HU HU0000402433 24 Jun 2019
22-Apr
RO RO1017DBN038 11 Jun 2017
x Raiffeisen
RESEARCH

RZB Group




CEE local currency bond market snapshot

16/04/2010

PLN 2y Gov. Bond
PLN 5y Gov. Bond
PLN 10y Gov. Bond
PLN 20y Gov. Bond

HUF 3y Gov. Bond
HUF 5y Gov. Bond
HUF 10y Gov. Bond
HUF 15y Gov. Bond

CZK 2y Gov. Bond
CZK 5y Gov. Bond
CZK 10y Gov. Bond
CZK 15y Gov. Bond

HRK 5y Gov. Bond
HRK 10y Gov. Bond

RON 3y Gov. Bond
RON 5y Gov. Bond

RUB 2y Gov. Bond
RUB 5y Gov. Bond
RUB 10y Gov. Bond
RUB 30y Gov. Bond

TRY 2y Gov. Bond
TRY 5y Gov. Bond
TRY 10y Gov. Bond

Weekly outlook

Coupon %

0.00
5.50
5.50
575

7.50
8.00
6.50
6.00

6.55
3.80
5.00
5.70

4.50
4.75

6.00
6.50

10.80
11.20
8.00
6.90

0.00
11.00
10.50

Source: Thomson Thomson Reuters, Raiffeisen RESEARCH

PLN, HUF convergence spread
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Local currency bonds

Market overview

YTM % MDuration
4.35 2.3
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Weekly outlook

s Inierest rate hikes will be postponed

(P)review of key economic figures/events

19 Apr 10 Mar -0.7 (Feb -1.1)
19 Apr 10 Mar 3.4 (Feb 2.9)
20 Apr 10 Mar 10.3 (Feb 9.2)

PLN yield curve Market strategy
6.5 Buy PLN T-bonds
6.0
55
5.0

Market comment

After a minor correction, Polish yields resumed their

4.5 ~ 20 downward trend along the entire yield curve. The
40 %/‘

tragic plane crash last weekend had no impact on

3.5 1 the financial markets in Poland. Nor did yields re-
30 act to the FX interventions last Friday, when the NBP
25 ‘ ‘ ‘ ‘ sold zloty to slow down appreciation. Economic data
0 2 4 6 8 10 showed that inflation is heading lower, as expected.
o actual vield old At 2.6% yoy, inflation is now close to the NBP target
yields yield curve <
....... swap curve last week of 2.5% yoy. The current account numbers on capital
inflows (especially portfolio investments) once again
Source: Thomson Reuters, Raiffeisen RESEARCH showed that investors are still eager to buy Polish
Money market focus* bonds. The auction of the 10-year government bonds
on Wednesday had a bid-to-cover ratio of 2.28.
MM rates 3m 12m
Actual 3.69 4.10
Change from last week -0.11 -0.07 Markef OUfIOOk
Forecast Jun-10 4.20 4.50 . . .
Forward rates 6x0 Before Friday of last week interventions were only
4.22 verbal, with the MPC and the government stating on
Change from last week 0.03 several occasions that a strong zloty might be harmful
. to the economy. With the FX intervention on Friday,
Bond market focus the central bank demonstrated its strong commitment
Sy 20y to take action against rapid appreciation of the zloty.
Actual 5.05 5.79 Taking this into account, in the current environment it
Sl i (o vrels Ui Ot looks rather unlikely that the MPC will increase its in-
Fergess iU 5.00 >-80 terest rates at the end of Q3, as this would most likely
Spread to bunds 286.2 196.6 . . .
Change from last week o a0 lead to further strengthening of the zloty. We still think
oo 1.8 that at the end of 2011 the key interest rate will reach
* under revision 4.5%, but expect the first rate hike at the beginning of
next year, instead of the end of Q3 2010. With the
S postponement of the first interest rate hikes we also put
our yield forecasts under revision. Our short-run “buy”
“ recommendation remains valid.
46
“9 Analyst:  Marcin Kopazynski (+43 1 71707 1423)
4,4
43
42
.4,1
a Exchange rate focus
£ i Jun-10 Dec-10
Groe G22005 | a32009 | Ga2009 | a12000 22010 BUL SEY ©e
%:18626 ing of the MA200-weeks has been confirmed by a fl t Change from last week
o g of e MO0 o o by oo oot sy
Change from last week

Source: Thomson Reuters, Raiffeisen RESEARCH
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Weekly outlook

Hungary

(P)review of key economic figures/events

11 Apr 10
16 Apr 10
23 Apr 10

HUF yield curve
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yield curve
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Centre-right opposition Fidesz victory
Feb 0.9 (Jan 6.5)
Feb -3.0 (Jan -5.6)

Source: Thomson Reuters, Raiffeisen RESEARCH

Money market focus

MM rates

Actual

Change from last week
Forecast Jun-10

3m
5.44
-0.02
5.0

Bond market focus

5.53
-0.47
6.3
334.7
-51.9

Actual

Change from last week
Forecast Jun-10
Spread to bunds
Change from last week

e G

12m

5.36
-0.03
4.9

15y
6.21
0.42
6.9
244.2
-40.0
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Still sideways within the range from 262.40 to 278.00; sell 260.00

Source: Thomson Reuters, Raiffeisen RESEARCH

Elections held - no surprises

Market strategy
Neutral HUF T-bonds

Market comment

The opposition centre-right Fidesz won the general
elections (11 April), taking 52.7% of the votes (on
the party list). The ruling MSZP, the socialist party
managed only 19.3%. There will also be two newco-
mers in the new parliament: the radical-right Jobbik
(16.7%) and the greenish LMP (7.4%).

Fidesz will form the next Hungarian government
alone, with Viktor Orbdn as the new PM. It is also still
possible for Fidesz to secure a qualified (2/3) ma-
jority in the next parliament. In the first round of the
elections, 119 individual constituencies were won by
Fidesz candidates, while in most of the remaining 57
constituencies (where simple majority was not achie-
ved by any candidate and therefore a second round
will take place on 25 April) Fidesz candidates have
fairly good chances to win.

Market outlook

As Hungary is still in the IMF programme, we expect
the new government first to agree with the IMF on a
new, higher 2010 budget deficit target (vs. the cur-
rent unrealistic 3.8% target), and the framework and
major directions of Hungary’s new economic policy.
This should contain several important institutional re-
forms, tax measures (mostly tax cuts) and possibly
some direct growth-enhancing measures. The Hunga-
rian election result has been taken positively by the
markets, with sentiment also buoyed by the Greek
rescue package. HUF strengthened again (EUR/HUF
towards 260). The current optimism may last for a
while, but eventually the deterioration in the budget
deficit outlook may overshadow the promise of struc-
tural reforms, and therefore we suggest to stay on the
sidelines and HOLD HGB.

Analysts:  Zoltén T6rék (+36 148 44 843)

Exchange rate focus

Jun-10 Dec-10
EUR/HUF 275.0 270.0
Change from last week
USD/HUF 203.7 200.0

Change from last week

x Raiffeisen
RESEARCH
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Weekly outlook

e CNB governor Tuma calls it quits

(P)review of key economic figures/events

13 Apr 10 Feb 10.3 (Jan 15.¢)
15 Apr 10 Mar -0.8 (Feb -0.2)

CZK yield curve Market strategy
5.0 Neutral CZK T-bonds
4.5
g'g _——— Market comment
3.0 // - The governor of the Czech National Bank (CNB),
2.5 /‘ Zdenek Tuma, unexpectedly announced that he will
2.0 '/ resign on 30 June 2010. His mandate would have
1.5 +—5o* otherwise ended on 12 February 2011. The CNB is
109 . a stable and well functioning institution and the resig-
0.5 * nation of the governor does not imply any significant
0.0 instability. The governor asserts that there is currently
0 2 4 6 8 10 no crisis situation and that the CNB s not facing any
¢ actual yields lyie|d curve sort of crisis. Czech Finance Minister E. Janota said
"""" swap come ast wee he believes there is a solid demand for the planned
Source: Thomson Reuters, Raiffeisen RESEARCH Czech Eurobond issue. He also added that the issue
Money market focus should not be done c|os_e to pcrliomentor_y election
M ) and soon after the election it would be risky. Thus,
rafes 3m 12m we can judge that the Eurobond will be issue soon at
Actual 1.10 1.62 Lof EUR 12 b
Change from last week -0.01 -0.01 an amounto ) n.
Forecast Jun-10 1.1 1.6
Forward rates 3x6 9x12 Marl(ef OUfIOOI(
1.61 2.06
e lian e 003 001 The resignation of a governor, who was, according
Bond ket f to the Global Finance magazine, among the world's
OO OCts top seven central bankers, shortly before the upco-
Sy 15y ming parliamentary election can increase the degree
Actual 2.57 4.33 of uncertainty and worsen market perception. Taking
Change from last week 0.22 0.21 . o .
ange from last wee - o info account the almost neutral position of Tuma with
Forecast Jun-10 3.3 4.8 ds to th dooti d ai the fact that
Spread 1o bunds 41a 560 regards fo the euro adoption, and given the fact tha
Change from last week 25.2 191 the governor is named by president Vaclav Klaus, we
Spread fo swaps 1.5 mn can expect more euro skepticism in the future CNB
board. The CZK dropped from 25.03 to 25.11 on
EUR/CZK the news. The recent drop of government bond yields
— and corresponding yields spread was bigger then
o we expected. We see limited room for further dec-
29 lines. On the other hand we do not see any strong
L ‘L- 25 impulse for the opposite move in the near time future.
*E] ¥ ** ol All in all, we will maintain our neutral recommenda-
-' it F% '27 tion on Czech government bonds.
i | : 29 Analysts: Michal Brozka (+420 221 141 498)
L, I Walter Demel (+43 1 71707 1526)
25
‘ I% h 243 Exchange rate focus
%’ Jun-10 Dec-10
& Paeor @ T Pasos T Canee @ T do0” e 2 e
25.153 Ch from | k
The support 24.930 could be crossed, too, which will confirm a decline Usg;géeZKrom astwee 18.8 18.5
caused by the crossing of the rising support line. . .
Change from last week

Source: Thomson Reuters, Raiffeisen RESEARCH
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Weekly outlook

s Sfrong decline in FDI inflow

(P)review of key economic figures/events

09 Apr 10
15 Apr 10
21 Apr 10

Interest rates on T-bills
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Money market focus
3m 12m

ZIBOR actual 218 3.87
Change from last week 0.04 0.13
T-bills actual 2.25 3.95
Exchange rate focus

Jun-10 Dec-10
EUR/HRK 7:32 7.32
Change from last week
USD/HRK 5.42 5.42

Change from last week

EUR/HRK

77,25

Q4 Q1 Q2 Q3 Q4 Q‘l Q2 Q3 Q4 Q‘l Q2 Q3 Q4 Q‘l Q2 Q3
00 2007 2008 2009 2010

71388

Sideways ranging from 7.2000 to 7.3300.

Source: Thomson Reuters, Raiffeisen RESEARCH

Mar 5.0 (Feb 2.7)
Mar 0.9 (Feb 0.7)
Mar 0.9 (Feb 0.2)

Market strategy
Neutral EUR/HRK

Market comment

The latest CNB data showed that Croatia received
EUR 1.9 bn of FDI in 2009, down 55.3% yoy. The
strong decline in FDI inflow was largely anticipated,
due to increased risk aversion. Once again, statistics
showed lack of desirable greenfield investments as
the largest investments were recorded in wholesale
(EUR 734 mn) and the financial intermediation sec-
tor, i.e. banking sector (EUR 658 mn). Considering
the country of origin of FDI, last year’s biggest inves-
tor in Croatia was the Netherlands (EUR 1.1 bn), with
Austria right behind (EUR 421 mn). Over the past 17
years, Austria has accounted for the largest share in
total FDI (26%). In 2010, as the eurozone recovers
and risk aversion continues to fall, we expect a mild
increase in investor interest in Croatia. However, a
lot depends on how fast structural reforms are imple-
mented and how the accession process with the EU
progresses.

March producer prices increased by 5% yoy, the
strongest annual growth rate since November 2008
and certainly at least in part a result of the low last
year's base. However, excluding energy prices, PPI
actually fell by 0.3% yoy. Considering the economic
recovery unfolding in the developed markets, in the
period ahead energy prices will continue to exert

pressure on PPl and, consequently, will spill over to
the CPI.

Market outlook

Early in the week, EUR/HRK climbed over 7.27. But
once again, this was shortlasting and the rate fell
back to levels around 7.26. As there are plenty of
euros in the system and demand for euros is slack
due to weak goods imports, there is no real possibi-
lity for EUR/HRK to rise more significantly at the time.
Hence, next week, the rate should stay at roughly the
same level as this week; over a one-month horizon,
some slight depreciation pressures on the kuna are
possible.

Analysts: Ivana Juric (+385 1 61 74 349)
Zrinka Zivkovic-Matijevic (+385 1 61 74338)

x Raiffeisen
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Romania

(P)review of key economic figures/events

12 Apr 10
13 Apr 10
13 Apr 10
ROBOR 3m & T-bond yields (%)
15
14 I'L
12 P —
A TR
1MV A
N
! 1
L%
\

Dec-06 Jun-07 DecO7 Jun-08 Dec08 Jun-09 Dec09

——ROBOR 3m  ——3yT-bond —— 10y T-bond

Source: Thomson Reuters, Raiffeisen RESEARCH

Money market focus
MM rates 3m 12m
Actual 4.60 5.60
Change from last week 0.12 -0.05
Forecast Jun-10 5.5 5.6
Implicit forward rates 6x9

5.56
Change from last week -0.09
Bond market focus

3y 10y

Actual 6.45 5.90
Change from last week -0.07 0.00
Forecast Jun-10 6.40 6.00
Spread to bunds 520.2 279.2
Change from last week -12.2 0.2

EUR/RON
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The Euro seems to be supported by the MA20-months -> rise towards

4.3000 - 4.3530.

Source: Thomson Reuters, Raiffeisen RESEARCH

Weekly outlook

Inflation rate moves lower

Mar 4.2 (Feb 4.5)
Feb -754 (Jan -144)
Feb 465 (Jan 277)

Market strategy
Neutral RON T-bonds

Market comment

The monthly inflation rate came in at 0.2% mom in
March, in line with market expectations. As a result,
the annual rate of inflation fell from 4.5% yoy in Fe-
bruary to 4.2% yoy in March, the lowest level since
July 2007. The main driver of inflation was the incre-
ase in prices for fuels (+1.95% mom). For the time
being, underlying inflationary pressures remain con-
tained, while supply side shocks and administered
prices are the main risks for inflation. For instance,
the monthly inflation rate may be just as high again
in April, due fo increases in medicine prices. We
expect the annual inflation rate to fluctuate between
4.0-4.5% by the end of June, while it might increase
slightly in Q3, especially if the government decides
to hike natural gas tariffs. Under these circumstan-
ces, we are looking for an additional cut of 25bp to
6.25% in the monetary policy rate at the next mone-
tary policy meeting at the beginning of May. But af-
ter this cut, we think that central bank is likely to take
a temporary pause to see how administered prices
and volatile food prices actually develop.

Market outlook

Liquidity in the interbank market remains ample and
this is keeping money market rates at a low level
(ROBOR 1m is trading at 4%, substantially below the
level of the monetary policy rate). Under these cir-
cumstances, the Finance Ministry can easily borrow
money at reasonable yields. We do not expect to
see major changes over the short term in the money
market and bond market conditions. But given that
we see some risks of tighter liquidity conditions in Q3
when inflation is likely to increase, we prefer to keep
a “neutral” recommendation on RON bonds.

Analyst: lonut Dumitru (+40 37 2211269)

Exchange rate focus

Jun-10 Dec-10
EUR/RON 4.10 3.95
Change from last week
USD/RON 3.04 2.93

Change from last week

x Raiffeisen
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Weekly outlook

s Better economy and a new Eurobond

(P)review of key economic figures/events

21 Apr 10
21 Apr 10
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Money market focus

MM rates
Actual

Change from last week

Forecast Mar-10
Forward rates

Change from last week

Bond market focus

Actual

Change from last week

Forecast Mar-10

USD/RUB

2y
5.96
0.03
&57/5

Swid

-;+*TD

I

3m 12m
5.70 8.15
0.03 -0.02
4.21 n.a.

3x6 9x12
8.71 n.a.
-0.03 n.a.

15y
7.16
0.02
n.a.
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The price could cross the support 28.580 -> drop towards the MA200-

Source: Thomson Reuters, Raiffeisen RESEARCH

Mar 6.0 (Feb 1.3)
Mar -2.5 (Feb -7,4)

Market strategy

As we correctly predicted the powerful rouble rally, we maintain
our buy recommendation on the rouble with a target level of
33.20 against the dual currency basket.

Market outlook

Russia’s March industrial output figure rose to 5.7%
yoy, beating the market consensus expectation of
3.3% but coming in close to our IP forecast of 5.0%.
During the first three months of the year, industrial
output expanded by 5.8% yoy, benefiting from the
low base effect of early 2009. Although the largest
6.6% increase was observed in the mineral and mi-
ning sector, there were also credible signs of a fast
pick-up in the production of consumer goods, indi-
cating the acceleration of the economic recovery.
We see industrial output trends being in line with our
own expectations, forecasting 6.0% IP growth. We
are cautious about the recovery, however, since the
April-July numbers will be valued against the very
low base from 2009. Nevertheless, a rapid increase
in consumer goods output is a strong sign for us,
suggesting that the recovery might be getting fully
underway earlier than we expected.

Market outlook

From April 13 to April 21, Russia is roadshowing
its first Eurobond since the 1998 crisis. According
to Russian sources, the issue will be in US dollars
144A Reg, notional amount USD 3-5bn and a 10-
30 year duration. Government sources said Russia
will aim for tight pricing in 5% yield area without
giving further details. The government might opt for
two different strategies: the first would be to place
the bond in two tranches - 10y and 30y, while the
second option might be a single 30-year issue for
a smaller amount of 3-4bn. We see 10y potentially
being offered at 4.6-4.8% yield, with 20y-30y in the
area of 5.50-5.75%. 8y.

Analyst: Gintaras Shlizhyus (+43 1 71707 1343)

Exchange rate focus

Jun-10 Dec-10
EUR/RUB 39.30 38.84
Change from last week
USD/RUB 29.11 28.77

Change from last week

x Raiffeisen
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Turkey

T CBT to keep rate stable “for some time”

(P)review of key economic figures/events

13 Apr 10
16 Apr 10
22 Apr 10

TRY yield curve

11

Apr 6.5 (Mar 6.5)
Mar 84.7 (Feb 81.8)
Apr n.a. (Apr 8.24)
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actual yield curve
Source: Thomson Reuters, Raiffeisen RESEARCH
Money market focus
MM rates 3m 12m
Actual 6.59 7.50
Change from last week -0.21 -0.10
Forecast Jun-10 7.56 8.58
Implied forward rates 3x6 9x12
7.70 7.29
Change from last week 0.43 -1.01
Bond market focus
ly Sy
Actual 8.07 9.96
Change from last week -0.08 0.07
Forecast Jun-10 8.58 10.21

EUR/TRY

oo3%e | 27

towards 1.8500.
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Source: Thomson Reuters, Raiffeisen RESEARCH

Weekly outlook

Market strategy

Underweight TRY bonds relative to the benchmark index

Market comment

On Tuesday evening, Turkey's central bank (CBT) left
its benchmark borrowing rate unchanged at a record
low of 6.5%. In a different document, the CBT shed
some light on its measures fo exit the liquidity measu-
res infroduced during the crisis. The bank also said it
would replace the current overnight benchmark rates
with one-week repo auctions at fixed interest rates (at
50bp above the current key rate). There were also
changes in the wording: first, in the assessment of the
economy the expression “moderate recovery” was
replaced by simply “recovery”, reflecting the recent
favourable data. Second, the phrase “maintain po-
licy rates at current levels for some time” was added
to the usual “low levels for a long time”.

Market outlook

CBT’s more explicit wording is a dovish signal to
the market not to expect premature hikes over the
short run. We think that a first hike of 50bp could
be applied in late summer. By the end of the year
cumulative interest rate hikes could amount to up to
200bp. There are not many data releases next week:
on April 22, the bi-weekly survey by the central bank
on CPI expectation is to be published. We do not
expect much change, but are a bit sceptical about
the central bank succeeding in stabilising inflation
expectations. Regarding government bonds, the two-
year Reuters benchmark changed with the week’s
bond auction to a new Jan 25 2012 zero-coupon
bond - its yield at 8.91. The previous Nov 16 2011
benchmark trades currently at 8.88. The lira profited
well from capital inflows to the equity market and the
perception of declining political risk on the back of
strong economic indicators. We stick to our target for
USD/TRY 1.45 for June.

Analyst: Andreas Schwabe (+43 1 71707 1389)

Exchange rate focus

Jun-09 Dec-09
EUR/TRY 1.96 1.92
Change from last week
USD/TRY 1.45 1.42

Change from last week

x Raiffeisen
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