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Czech Republic 2

The economy is growing thanks to the automotive industry. Domestic demand remains subdued. Investment and con-
sumption is decreasing and thus inhibit inflation. The central bank may keep its interest rates unchanged at least until
early next year.

e Hungary 3

The budget deficit swell to 118% of the full-year target at the end of the first half the 2020 and it is still not clear where the
deficit would be heading for without intra-year government measures. In this respect the central bank’s forecast for 4.5%
of GDP full-year deficit seems to be the best case scenario for that. This means that the government will have to imple-
ment tight spending control in the second half of the year in order to meet the 3.8% of GDP deficit target.

e Poland 4

Polish growth perspective seems to have improved in the second quarter after severe winter at the beginning of the year.
Beside solid recovery of export-oriented manufacturing also domestic consumption seems to have bottomed at the be-
ginning of the year. If fiscal policy stays relaxed ahead of the 2011 general elections, we may hear haks on MPC board to
speak more loudly soon.

e Slovakia 4

The Slovak manufacturing is growing thanks to auto and electrotechnical industries. The corporate companies signal cau-
tious creating of new jobs. The new centre-right government admits the deficit could be at the level 7% of GDP.

Central European economies in Pictures 5
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Macroeconomic development

2006 2007 2008 2009 2010f 2011f
GDP (real) yly, % 6.8 6.1 25 -4.1 1.5 25
Private consumption (real) yly, % 5.0 4.8 3.6 -0.3 -0.5 0.7 Vv
Investment (gross fixed capital formation, real) y/y, % 6.0 10.8 -1.5 -9.2 -3.0 ¥ 2.0
GDP (nominal) CZK bn 3,2224 35355 3,689.0 3,628.1 3,708.3 ' 3,8656
GDP (nominal) EURbn 113.7 127.3 147.9 137.2 1472 A 158.4
Industrial production yly, % 8.3 10.6 -1.8 -13.6 6.0 45 ¥
Construction output yly, % 6.0 71 0.0 -1.0 -5.0 0.5 V¥
Retail sales yly, % 10.8 10.0 2.7 -4.7 -1.2 25V
CPI yly, % 1.7 54 3.6 1.0 20 ¥ 23 M
Inflation average, y/y, % 25 2.8 6.3 1.0 1.5 V¥ 23 7
Net (core) inflation yly, % 1.2 3.8 -1.0 0.0 1.3 1.3 V¥
PPI yly, % 2.6 5.3 -0.2 -0.8 22 21
Trade balance CZK bn 39.8 87.9 67.2 151.7 1571 172.9
Current Account (annual basis) % of GDP -24 -3.2 -0.6 -1.0 14 ¥ -1.5 V¥
Current Account EUR bn -2.7 -4.1 -1.0 -1.5 21 ¥ 23 ¥
FDI net % of GDP 22 5.8 10.4 8.7 0.0 0.0
Foreign exchange reserves EUR bn 239 23.7 26.6 289 30.1 32.9
Unemployment rate e-0-p, % 7.7 6.0 6.0 9.2 94 ¥ 9.0 Vv
Real wages yly, % 4.0 4.3 1.9 3.0 0.2 7 0.7 Vv
Central government budget (GFS) CZK bn -97.3 -66.4 -194 -1924  -170.0 ¥ -130.0
Central government debt (GFS) CZK bn 802.5 892.3 999.5 11782 11,3482 A 14782 2
Money supply (M2) yly, % 9.9 13.2 6.6 4.3 4.5 6.0
CZK/EUR average 28.34 27.76 24.94 26.45 25.20 Vv 24.40
CZK/EUR e-0-p 27.50 26.62 26.93 26.47 24.00 23.80
2w CNBrepo rate e-0-p, % 2.50 3.50 2.25 1.00 0.75 1.50
3m PRIBOR average, % 2.30 3.09 4.04 2.19 1.25 1.55
3m PRIBOR e-0-p, % 2.55 4.1 3.63 1.54 1.15 1.85
10y IRS average, % 3.79 4.23 4.23 3.69 3.07 Vv 3.37 ¥
Convergence
2006 2007 2008 2009 2010f 2010f
GDP per capita euroarea=100 71 73 74 74 75 Vv 7 N
Price level euroarea=100 60 61 70 66 7V 75 v
HICP average, % 21 3.0 6.3 6.3 1.3 ¥ 21 7N
Public budgets (ESA-95) % of GDP -2.6 -0.7 -2.7 -5.9 -5.5 -4.3 N
Public debt (ESA-95) % of GDP 29.4 29.0 30.0 354 401 427 &
Long term interest rate spread in bps 2 6 65 162 144 144

Currency in ERM-II

no

no

no

no

no

no
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2006 2007 2008 2009 2010f 2011f

GDP (real) yly, % 3.9 1.5 2.0 -6.3 0.8 27

Private consumption (real) yly, % 3.2 -2.0 0.5 -7.0 -1.0 0.5

Government consumption (real) yly, % -2.8 -5.0 -2.0 -1.0 -0.5 -0.5

Investment (gross fixed capital formation, real)  yly, % -2.1 0.0 3.0 -5.7 3.0 5.0
GDP (nominal) HUF bn 23,662 25,585 27,270 25,500 26,200 27,500
GDP (nominal) EUR bn 89.2 102.8 107.2 91.0 93.6 101.9
Industrial production yly, % 10.1 8.1 6.0 -18.7 7.0 8.0
Construction output yly, % -0.5 -14.1 -5.0 -4.0 -2.0 3.0
Retail sales yly, % 4.4 -3.0 -1.5 -7.5 -3.0 1.0
CPI e-0-p, yly, % 6.5 74 55 5.7 35 35
Inflation average, yly, % 3.9 8.0 6.5 4.2 4.4 3.5
Net (core) inflation yly, % 5 53 53 4.7 42 3.5
PPI yly, % 5.0 5.3 6.0 1.8 35 4.2
Trade balance HUF bn -522.4 -145 -150 4421 3000 2000
Exports (EUR basis) yiy, % 16.8 171 10.0 -17.0 3.0 6.0
Imports (EUR basis) yly, % 14.2 14.0 9.0 -28.0 4.0 7.0
Current Account (annual basis) % of GDP -5.8 -5.4 -6.0 1.6 0.5 -1.0
FDI net % of GDP 2.0 1.0 24 1.1 1.1 1.0
Basic balance (C/A + net FDI) % of GDP -3.9 -24 -1.3 2.5 1.5
Foreign exchange reserves EUR bn 16.4 16.5 16.5 30.0 30.0 30.0
Unemployment rate e-0-p, % 7.5 8.1 8.0 10.5 11.5 11.0
Real wages yly, % 3.6 -5.2 1.0 -3.5 -1.0 1.0
General gvt budget (GFS) HUF bn -2,034 -1480 -1111 -981 -1965 -1238
General gvt budget (GFS) % of GDP -8.7 -5.8 -3.4 -3.9 -7.5 -4.5
Central gvt gross debt HUF bn 14,706 15,576 16,800 17,781 19,746 20,984
Money supply (M3) yly, % 16 9.0 9.0 4.0 35 4.5
HUF/EUR average 264.1 251.3 250.0 280.2 280.0 270.0
HUF/EUR e-0-p 251.5 253.0 255.0 270.0 270.0 v 265.0
2w NBH depo rate e-0-p 8.00 7.50 11.50 6.25 5.00 5.00
3m BUBOR average 6.99 7.75 10.00 8.75 575 ¢ 5.00
3m BUBOR e-0-p 8.05 7.50 11.50 6.25 5.00 5.00
10y IRS average 7.05 6.73 9.00 7.50 7254 6.75
Convergence

2006 2007 2008 2009 2010f 2011f
GDP per capita euroarea=100 58 58 59 58 59 N 60 N
Price level euroarea=100 59 66 65 62 66 N 68
HICP average, % 3.9 8.0 6.5 4.2 3.8 3.5
Public budgets % of GDP -9.8 -6.0 -2.9 -3.9 -7.5 -4.5
Public debt % of GDP 67.5 66.0 65.0 80.0 82.0 80.0
Long term interest rate spread in bps 276 270 500 5 400 350
Currency in ERM-II no no no no no no
3
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2006 2007 2008 2009 2010f 2011f
GDP (real) yly, % 6.1 6.4 5.0 1.7 27V 3.6
Inflation average, Yy, % 1.0 2.5 4.2 3.6 291 26
Unemployment rate e-0-p, % 14.9 11.3 9.5 11.9 123V 12.0
PLN/EUR average 3.90 3.78 3.48 4.10 3.80 3.60
PLN/EUR e-0-p 3.83 3.60 3.90 4.30 3.60 3.30
NBP intervention rate e-0-p, % 4.00 5.00 5.25 3.50 3.80 4.50
3m WIBOR average, % 4.21 4.73 6.17 4.20 4.00 4.30
10y IRS average, % 5.12 5.47 5.75 6.10 5.80 6.10
Convergence
2006 2007 2008 2009 2010f 2011f
GDP per capita euroarea=100 48 50 52 55 56 58
Price level euroarea=100 61 61 66 55 64 68
Public budgets (ESA-95) % of GDP -3.8 -2.0 -2.7 -5.0 -7.0 -6.5
Public debt (ESA-95) % of GDP 47.8 49.0 46.0 50.0 55.7 N 60.3
Long term interest rate spread in bps 144 116 270  262.00 290 N 300
Currency in ERM-II no no no no no no
KBC Bank N.V. - Treasury and Capital Markets Front Office, Market Research 4
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Macroeconomic development

2006 2007 2008 2009 2010f 2011f
GDP (real) yly, % 8.5 10.4 6.4 -4.7 3.0 3.5
Private household consumption (real) yly, % 5.9 7.1 6.1 -0.5 1.0 1.9
Investment (gross fixed capital formation, real)  yly, % 9.3 8.7 6.8 -8.0 3.0 4.0
GDP (nominal) SKK bn 1,659.4 1,852.8 2,0284 1,950.0 2,043.5 2,154.0
GDP (nominal) EURbn 44.5 54.8 64.8 64.7 67.5 71.5
Industrial production yly, % 15.1 16.9 2.5 -14.6 6.5 5.0
Construction output yly, % 16 5.4 11.2 -11.1 1.0 6.0
Retail sales yly, % 8.8 5.5 9.1 -10.3 35 5.0
CPI yly, % 4.2 34 4.4 0.5 24 3.0
Inflation average, yly, % 4.5 2.8 4.6 1.6 2.4 35
Core inflation yly, % 2.7 4.2 3.3 -0.2 1.5 2.5
PPI yly, % 5.4 2.8 6.6 -4.9 2.0 2.6
Trade balance EUR bn -2.6 -0.7 -0.8 1.3 -0.5 -1.0
Current Account (annual basis) % of GDP -7.0 -5.3 -4.6 -0.8 -2.5 -5.8
Current Account USD bn -3.9 -4.0 -5.3 -0.7 -3.0 -3.0
FDI net USD bn 21 1.1 1.3 0.2 1.1 0.8
FDI net % of GDP 47 2.0 2.0 0.3 1.6 1.1
Unemployment rate e-0-p, % 9.4 8.0 8.4 12.7 13.5 13.5
Real wages yly, % 3.3 4.3 3.3 1.1 0.5 1.3
Central government budget EUR bn -1.1 -0.8 -0.7 -2.8 -3.9 -3.1
Central government debt EURbn 16.8 18.1 19.7 24.3 27.7 31.4
Money supply (M3) yly, % 15.3 13.0 5.0 -2.8 3.0 7.0
10y IRS average, % 4.44 4.51 4.52 n/a n/a n/a
Convergence
2006 2007 2008 2009 2010f 2011f
GDP per capita euroarea=100 58 61 67 67 69 70
Price level euroarea=100 57 62 68 69 70V a2
HICP average, % 4.3 1.9 4.0 0.9 2.0 2.0
Public budgets (ESA-95) % of GDP -3.5 -1.9 -2.2 -6.8 -7.0V -6.0
Public debt (ESA-95) % of GDP 30.4 294 27.6 30.7 40.0 40.0
Long term interest rate spread in bps 57 17 120 120 80 100
Currency in ERM-II yes yes yes EUR EUR EUR
5
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