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Regional insights

Central Europe officially enters the recession

Central European economies have already been in a recession since the first
quarter of this year. This is the message coming from regional GDP flash estimates,
which have been released this morning. As usual there are no GDP details attached
to these data, but only a few related comments coming from regional statistical
offices. They confirm the expected outcome - a very negative impact of the
pandemic, which cut the external demand and hit domestic services.

Concerning the specific performance, the sharpest GDP decline was seen in the
Czech Republic (minus 2.2% QoQ), while the Hungarian economy was able to cope
with the virus relatively well as it fell only 0.4% QoQ in the first quarter. Actually,
the Hungarian and the Polish economies managed to record positive growth in
year-on-year terms, but their outperformance is only related to the fact that the
Hungarian and the Polish government had started to apply quarantine measures
much latter than those in the Czech Republic and Slovakia. Still, it is also worth
noting that the pandemic crisis has pushed the Polish economy into a recession for
the first time since the fall of the Berlin wall.

Of course, GDP figures for the second quarter will be much worse as there were
complete lockdowns of all mentioned economies in April, while the opening have
started in very gradual and cautions way in May.

Real GDP Growth Change in Q1 of 2020
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Interest-rate Swap Curves
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).

Calendar
. . . Forecast Actual Consensus Previous
Country Date Time Indicator Period
m/m yly m/m yly m/m yly m/m yly
cz 05/15  9:00 GDP %  1Q/2020 *A -3 -7 36 22 34 20 0.5 2
HU 05/15 9:00 GDP %  1Q/2020 *P 0.4 2.2 -1 2.1 1 45
PL 05/15 10:00 GDP %  1Q/2020 *P 0.5 1.9 1.2 1.7 0.3 3.2
PL 05/15 10:00 CPI %  04/2020 *F 0.1 3.4 0 3.4
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This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee

that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its
content. The document is not intended as personalized investment advice and does not constitute a recommendation to buy, sell or hold investments
described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not guarantee the
accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the data of the
report and are subject to change without notice.




