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CEE region - highest estimated potential GDP growth in EU
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2Q24 GDP downside surprises prompt us to revise GDP
accordingly. Croatia and Serbia on track with solid growth.
Polish growth is stronger than monthly indicators suggest.
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Private consumption carries growth across the region.
Weak investment activity in Hungary, in particular.
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Very strong public consumption growth.

Alongside household final consumption expenditure, the public sector supported growth to a great
extent in several CEE countries, most notably in Poland - growth above 10% y/y added 2 percentage
points to the 2Q24 growth figure. In Slovakia, it has been driven by dynamic growth of public wages,

for example.
Final consumption of government, percent y/y
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Investment growth, cumulative since 4Q19

GDP, consumption and investment growth since pandemic,
cumulative since 4Q19
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Balanced structure of
post-pandemic
recovery, apart from
Czechia and Hungary

In most of the CEE countries, the post-
pandemic recovery has been balanced,
i.e. both consumption and investment
grew compared to 4Q19.

Czechia and Hungary are the two
exceptions, however. In Czechia, private
consumption is roughly 5% lower
compared to the pre-pandemic level, as
Czechia experienced the biggest loss of
purchasing power over the last couple of
years. In Hungary, on the other hand,
investment growth lagged behind,
roughly 15% lower compared to 4Q19.

Source: Eurostat, Erste Group Research 6
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Average inflation should decline in 2025 in most CEE
countries.

Next year, inflation is expected to ease further. At this point, the downside risks to the growth are
mounting (Germany’‘s weakness, fiscal consolidation in CEE). If they materialize, they will be
disinflationary. On the other hand, there are upside risks stemming from pending adjustment of energy
prices (Slovakia) and possible tax increases within fiscal consolidation plans.
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Czechia

Key interest rate forecast, percent
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Monetary easing to
continue in 2025 across
the region.

This year, the key interest rate is
expected to drop in all CEE countries
except for Poland, with an inflation rate
increase driven by regulation of energy
prices.

Czechia and Hungary lowered their
key rates substantially in 2024; thus,
the space for monetary easing has
narrowed.

In 2025, monetary easing should
continue amid inflation falling toward
the central bank’s target. The most
sizeable monetary easing is expected
in Serbia.

Source: Local central banks, Erste Group Research 8
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Long-term yields moved down recently, erasing increase
from first half of year.

Long-term yields seem to have peaked in July and since then they have been moving south,
as expectations for the monetary policy outlook have been changing on the major markets.
We expect long-term yields to moderately decline further, amid ongoing monetary easing.
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Macro Forecasts

Real GDP growth (%) Average inflation (%) Unemployment (%)

2022 2023 AL 2025f 2022 2023 2024f 2025f ‘ 2022 2023 2024f 2025f
Croatia 7.0 3.1 3.4 2.8 Croatia 10.8 8.1 3.1 2.6 Croatia
Czechia 2.9 0.0 0.9 2.7 Czechia 15.1 10.7 3.4 2.7 Czechia 2.2 2.6 2.8 3.4
Hungary 4.6 -0.9 1.4 3.2 Hungary 14.5 17.6 3.8 4.2 Hungary 3.6 4.1 4.4 3.9
Poland 5.6 0.2 3.2 3.7 Poland 14.4 11.4 3.8 3.7 Poland 5.2 5.1 5.1 5.0
Romania 4.1 2.1 1.9 2.8 Romania 13.7 10.5 5.2 3.7 Romania 5.6 5.6 5.3 5.2
Serbia 2.5 2.5 4.0 4.5 Serbia 11.9 12.1 4.6 3.5 Serbia 9.4 9.5 8.5 8.2
Slovakia 1.9 1.6 2.2 2.5 Slovakia 12.8 10.5 2.8 3.3 Slovakia 6.1 5.8 5.5 5.4
Slovenia 2.5 1.6 1.5 2.0 Slovenia 8.8 7.4 2.4 2.2 Slovenia 4.0 3.7 3.7 3.6
CEES8 avg 4.4 0.7 2.4 3.2 CEES8 avg 13.9 11.5 3.9 3.5 CEES8 avg
Public debt (% of GDP) C/A (%GDP) Budget Balance (%6GDP)

2022 2023 2024f 2025f 2022 2023 2024f 2025f 2022 2023 2024f 2025f
Croatia 67.8 63.0 61.0 59.8 Croatia -2.8 1.1 0.4 -0.4 Croatia 0.1 -0.7 -2.4 -2.0
Czechia 42.5 42.3 44.9 45.1 Czechia -5.9 1.2 0.5 0.8 Czechia -3.1 -3.5 -2.7 -2.3
Hungary 74.1 73.5 73.1 72.5 Hungary -8.4 0.2 2.2 2.2 Hungary -6.2 -6.7 -4.8 -4.4
Poland 49.2 49.6 54.0 58.0 Poland -2.4 1.6 1.0 -1.0 Poland -3.7 -5.6 -5.7 -5.8
Romania 47.5 48.8 51.4 52.8 Romania -9.2 -7.0 -8.1 -7.8 Romania -6.3 -6.6 -7.0 -5.5
Serbia 55.2 52.0 51.2 50.4 Serbia -6.9 -2.6 -4.2 -5.0 Serbia -3.1 -2.2 -2.2 -2.5
Slovakia 57.7 56.0 58.2 59.7 Slovakia -7.3 -1.6 -0.6 -0.2 Slovakia -1.7 -4.9 -6.0 -5.0
Slovenia 72.3 69.2 68.6 68.0 Slovenia -1.0 4.5 2.3 1.9 Slovenia -3.0 -2.5 -3.0 -2.5
CEES8 avg 52.6 52.4 55.0 56.8 CEES8 avg -5.2 -0.3 -0.8 -1.6 CEES8 avg -3.9 -5.1 -5.1 -4.7
BCR é Source: Eurostat, Erste Group Research 10
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e Actual GDP per capita, PPP

Source: World Bank, BCR Research Calculations
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*) The method estimates the GDP per capita before EU accession using
the selected variables and countries and then assumes the relation still
holds post EU accession but it exclude the positive effect of joining EU

since those countries are not EU members

Empirical evidence
suggest Romania has
been benefiting greatly
from EU membership

Romania has been an EU member state
since 2007. Since then, over 95 billion EUR
of EU funds have been absorbed by our
country. The estimated GDP per capita at
PPP had our country not been part of EU is
between 60% to 70% lower versus where
it is currently. Looking at CEE region,
Romania has the greatest estimated gains
since EU accession.

The estimation was done using the
Synthetic Control Method* using data for 10
non-EU member countries around the
world. The country with the highest weight
in the estimation in the case of Romania
was Serbia. The variables used: the GDP
per capita at PPP, trade (exports+ imports),
inflation (GDP deflator), secondary school
enrolment ratio and industrialization.
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https://www.erstegroup.com/en/research/report/en/SR383972

Strong FDI inflows and EU funds supported fast convergence process
since EU adoption. EU funds seen at ~2% of GDP in 2024, after reaching

historical record of 3.3% in 2023

FDI: Romania is top 3 destination for FDI in CEE vs. the

size of the economy.
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FDI breakdown by main economic activity: one third of FDI

has been directed to export-oriented sectors
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Foreign investment and EU money accelerated productivity gains post EU
integration

Real labour productivity per hour worked: Romania has Real labour productivity per employee in Romania
the 2nd fastest growth in the EU, 2023 vs 2007 (%) (2008=100): up in all major sectors since joining EU
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Second fastest convergence in the EU since entry, though poverty and
social exclusion remain elevated, amid recent improvements

GDP per capita as % of EU average increased by 32% of Romanian population is at risk of poverty or
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Romania: uneven development

Bucharest GDP/capita PPPs: 191% vs EU average, 6X vs
the poorest county in Romania

GDP per capita (PPP, % of EU27
avg)
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Thriving IT sector in university centers: 7.7% of GDP
from ITC vs 5.4% EU average
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Cheap labour force - a competitive advantage, labour supply available,
though reforms needed to improve labour force participation rate

Second cheapest labour costs in the EU still represents
a competitive advantage (labour costs as % of EU, 2023 ... while labour force participation is one of the lowest in
data) EU as of 2023
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Cheap labour force — an advantage for near-shoring and friend-shoring

Hourly labour costs gap — favourable for CEE
investments (EUR, 2023)

Hourly labour costs (EUR, 2023)
53.9

93

Sursa: Eurostat, BCR Research
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Romania has some of the lowest energy dependency ratios in EU - another
advantage for near-shoring and friend-shoring

. E il (% of ilabl
Energy dependency, natural gas ( % of gross available nergy dependency, crude20(|)2(2) of gross available energy,

energy, 2022)
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Romania stands around the middle of the pack in terms of high-tech
exports in EU and has some of the highest nhumbers of employees in high-

tech industries relative to the total

. Employment in high- and medium-high technology (% of total
High-tech exports (% of total, 2022) employment, 2023)
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Macro forecasts

Real economy

20186 2017 2018 2019 2020 2021 2022 2023 2024F  2025F

GDP (real change yly, %) 29 82 6.0 39 3.7 58 41 21 1.9 28
GDP (RON bn) 752.1 8516 9591 10638 10668 11874 14013 16056 17658 19169
GDP per capita (EUR thou.) 85 95 10.6 11.5 114 126 149 171 19.0 204
Household consumption (real change yly, %) 6.4 M7 9.4 33 -3.9 84 58 28 7.8 3.0
Gross fixed capital formation (real change yly, %) 22 b5 0.0 12.6 1.1 29 59 14 .4 36 5.1
Industrial production (real change yly, %) 3 7.8 a5 -23 92 71 04 -30 07 33

External sector

2018 2017 2018 2019 2020 2021 2022 2023 2024F  2025F

Exports of goods (FOB, EUR bn) 574 62.6 67.7 69.0 62.2 747 92.0 93.1 922 93.1
Imports of goods (CIF, EUR bn) 674 756 828 B86.3 80.6 98 .4 126.0 1220 1251 127.0
Trade balance goods, (FOB - CIF, % of GDP) 6.0 70 7.3 77 8.3 98 -12.0 -89 93 9.0
C/A balance - % of GDP -16 =31 46 49 49 72 92 7.0 -8.1 7.8
Prices

2016 2017 2018 2019 2020 2021 2022 2023 2024F  2025F
CPI (yly, Dec, %) 05 33 33 40 21 82 16.4 66 40 a7
CPI (average, %) -15 1.3 46 38 27 51 138 104 52 a7

Labour market

2016 2017 2018 2019 2020 2021 2022 2023 2024F  2025F

Unemployment rate (%) 72 6.1 53 49 6.0 56 56 56 53 52
Net nominal wages (monthly, RON) 2088 2384 2696 3099 3307 3543 3974 4584 5221 5686
Net wages (nominal change yly, %) 13.0 14.2 131 14.9 6.7 71 122 154 139 89

Public sector

2016 2017 2018 2019 2020 2021 2022 2023 2024F  2025F
Budget deficit (Eurostat, % of GDP) 2.7 2.7 -2.8 4.3 9.3 1.2 -6.3 -6.6 -7.0 55
Public debt (Eurostat, % of GDP) 379 353 345 351 467 485 475 488 514 528

Interest rates

2016 2017 2018 2019 2020 2021 2022 2023 2024F  2025F

Monetary policy rate (eop, %) 175 175 250 250 1.50 1.75 6.75 7.00 6.00 525
ROBOR 3M (eop, %) 0.90 205 302 318 203 3.01 7.57 6.22 532 470
10¥ ROMGBs vyields (eop, %) 349 432 480 441 297 514 8.19 6.23 6.80 6.20
FX rates
2016 2017 2018 2019 2020 2021 2022 2023 2024F  2025F
EUR/RON (eop) 454 466 466 478 487 495 495 497 5.00 510
USD/RON (eop) 430 389 407 426 397 437 463 450 442 443
°
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Macro reports & forecasts are publicly available on Erste
Group’s website and our mobile applications

Open in your browser On your mobile Scan our QR code
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated subsidiaries "Erste Group") independently and objectively as general information pursuant. This publication serves interested
investors as additional source of information and provides general information, information about product features or macroeconomic information without emphasizing product selling marketing statements. This publication does not constitute a
marketing communication pursuant to Art. 36 (2) delegated Regulation (EU) 2017/565 as no direct buying incentives were included in this publication, which is of information character. This publication does not constitute investment research
pursuant to Art. 36 (1) delegated Regulation (EU) 2017/565. It has not been prepared in accordance with legal requirements designed to promote the independence of investment research and it is not subject to the prohibition on dealing ahead of
the dissemination of investment research. The information only serves as non-binding and additional information and is based on the level of knowledge of the person in charge of drawing up the information on the respective date of its preparation.
The content of the publication can be changed at any time without notice. This publication does not constitute or form part of, and should not be construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and
neither this publication nor anything contained herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any contract or inclusion of a security or financial product in a trading strategy. Information provided
in this publication are based on publicly available sources which Erste Group considers as reliable, however, without verifying any such information by independent third persons. While all reasonable care has been taken to ensure that the facts
stated herein are accurate and that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes
any liability for the up-to-dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of entities mentioned in this document, however the inclusion of a link does not imply that Erste
Group endorses, recommends or approves any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective managing directors, supervisory board members, executive board members, directors,
officers of other employees shall be in any way liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit) howsoever arising from the use of or reliance on this publication. Any opinion, estimate or
projection expressed in this publication reflects the current judgment of the author(s) on the date of publication of this document and do not necessarily reflect the opinions of Erste Group. They are subject to change without prior notice. Erste
Group has no obligation to update, modify or amend this publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently
becomes inaccurate. The past performance of securities or financial instruments is not indicative for future results. No assurance can be given that any financial instrument or issuer described herein would yield favorable investment results or that
particular price levels may be reached. Forecasts in this publication are based on assumptions which are supported by objective data. However, the used forecasts are not indicative for future performance of securities or financial instrument. Erste
Group, its affiliates, principals or employees may have a long or short position or may transact in the financial instrument(s) referred to herein or may trade in such financial instruments with other customers on a principal basis. Erste Group may act
as a market maker in the financial instruments or companies discussed herein and may also perform or seek to perform investment services for those companies. Erste Group may act upon or use the information or conclusion contained in this
publication before it is distributed to other persons. This publication is subject to the copyright of Erste Group and may not be copied, distributed or partially or in total provided or transmitted to unauthorized recipients. By accepting this publication,
a recipient hereof agrees to be bound by the foregoing limitations.
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