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KEY UPCOMING DATA
& EVENTS THIS WEEK

GLOBAL
us
e Sep 5: Factory orders (Jul)
e Sepb
o ISM non-manufacturing
(Aug)
o Trade balance (Jul)
o Fed Beige Book
e Sep7:Jobless claims (weekly)

EUROZONE
* Seps
o PMlservices (Aug, f)
o GDP (Qz, 2" est.)
e Sep7: ECB monetary policy
meeting & press conference

GREECE

e Sep7: U/E rate (Jun)

e Sep8
o Industrial production (Jul)
o CPI/HICP (Aug)

CYPRUS
e Sep7: CPI(Aug)
e Sep8:GDP (Q2, 2nd est.)

SEE
BULGARIA
e Seps5:GDP(Q2,f)
e Sep8
o Industrial production (Jul)
o Retail sales (Jul)

ROMANIA
e Sep 4: Retail sales
e Seps:GDP(Q2, p)
* Sepy
o Net wages (Jul)
o 5.75% 202 T-Bonds
auction

SERBIA
* Sep7y
o PPI(Aug)
o MPCmeeting

Source: Reuters, Bloomberg,
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HIGHLIGHTS
WORLD ECONOMIC & MARKET DEVELOPMENTS

GLOBAL MARKETS: Risk off sentiment prevailed in European trade on Monday following news
that North Korea successfully tested a hydrogen bomb. The majority of European equity markets
opened lower while safe haven assets firmed with the JPY and the CHF outperforming in FX markets
and German Bund yields moving lower. Looking at this week’s calendar, the ECB meeting on
Thursday takes centre stage with the Central Bank expected to stay put on its monetary policy while,
at the post-meeting press conference, President Mario Draghi is likely to prepare markets for an
announcement on QE extension, possible in October and intervene verbally to halt the EUR’s upward

momentum. US markets are closed on Monday on Labor Day.

GREECE: The Euroworking Group that is scheduled to convene today will reportedly assess the
progress made in the prior actions remaining from the 2nd programme review and discuss the
potential timing for the commencement of the 3rd review. According to the Hellenic Statistical
Authority seasonally adjusted provisional data, the GDP in volume terms increased by o0.5%
compared to Q1 2017 and 0.8% compared to Q2 2016. According to Markit, the PMI Manufacturing
index in August 2017 came in at 52.2, the highest level since August 2008 and up from 50.2 in July

2017.

SOUTH EASTERN EUROPE

SERBIA: The EUR/RSD continued to trade sideways last week, remaining within its three-week

range of 119.0 -119.50.
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Risk off sentiment prevailed in European trade on Monday following news that North Korea

S&P 500 successfully tested a hydrogen bomb. Taking their cue from weaker Asian bourses, the
;gg majority of European equity markets opened lower while safe haven assets firmed. As is
;gg MM usually the case during periods of heightened risk aversion, the JPY and the CHF were the
2200 g main outperformers in FX markets with the USD/JPY recording a session low of 109.30, 0.9%
gégg v lower compared to Friday’s settlement while the USD/CHF tested levels slightly below
190 0.9600 after marking a multi-session peak of 0.9680 late last week. Elsewhere, the EUR/USD

T was hovering around 1.1890/95 at the time of writing with investors eagerly awaiting

[ I S B = S U N Y
§024882228352 . . L . .
Thursday’s ECB monetary policy meeting after rising as high as 1.1980 on Friday soon after
the release of the disappointing US non-farm payrolls report. The headline rose by a lower
STOXX 600 than expected 156k in August and the unemployment rate edged up to 4.4% from 4.3% in
400 the prior month while average hourly earnings were weak rising by just 0.1%mom after

,Mm jumping 0.3% in July with the annual rate remaining steady at 2.5%. The soft payrolls report
350 contracted with a rebound in the ISM manufacturing index to a six-year high of 58.8 in

August from 56.3 in July mainly supported by a significant improvement in the employment

0 component. Turning to bond markets, German Bund yields were slightly lower with the 10-yr

paper yielding levels around 0.37% at the time of writing, roughly in line with the year-to-
date average, after rising above 0.40% on Friday in reaction to comments by ECB Ewald
Nowotny that he wouldn't’ s “interpret or dramatize” the EUR's appreciation. Looking at this
week'’s calendar, the ECB meeting takes centre stage with the Central Bank expected to stay

ATHENS GEN. INDEX put on its monetary policy while, at the post-meeting press conference, President Mario
Draghi is likely to prepare markets for an announcement on QE extension, possible in
80 /._/r"w-\ October and intervene verbally to halt the EUR’s upward momentum. US markets are closed
700 on Monday on Labor Day.
550 W ppetropoulou@eurobank.gr
400 GREECE

FFFFFFFFFFFF The Euroworking Group that is scheduled to convene today will reportedly assess the
progress made in the prior actions remaining from the 2nd programme review and discuss
the potential timing for the commencement of the 3rd review. Among others, the pending
Source: Reuters, Bloomberg, Eurobank Research o include: the change of the legal framework regarding casinos in the Attica region which
is a pre-requisite for the Hellinikon project; the presidential decree for the deregulation of the
profession of engineers; the re-calculation of 30% of pension claims that were submitted
between May and December 2016 and the evaluation and mobility scheme for public
servants. As things stand, the institutions’ technical staff are expected to arrive in Athens on
Monday 11 September while the 3rd review is likely to begin in mid-October. In other news,
according to the Hellenic Statistical Authority seasonally adjusted provisional data, the GDP
in volume terms increased by 0.5% compared to Q1 2017 and 0.8% compared to Q2 2016.
With regard to the GDP drivers, on an annual basis final consumption expenditure rose by
1.3%, with households and NPISH expenditure increasing however only by 0.7%, gross fixed
capital formation down by 4.6% and exports of goods and services improving by 9.5%.
According to Markit, the PMI Manufacturing index in August 2017 came in at 52.2, the
highest level since August 2008 and up from 5o0.2 in July 2017. According to the Markit report,
the significant improvement was underpinned by solid rise in new business — the sharpest
since May 2014 - with new orders from both domestic and foreign clients. Increased demand
led to a rise in employment - for the fourth month in a row while purchasing activity picked

up for the second consecutive month.

andimitriadou@eurobank.%’
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Latest economic & market developments in

BULGARIA: Indicators 2015 2016 2017 h g 1

Real GDP growth % 3.6 34 3.6 t e CESEE re Ion

CPI (pa, yoy %) -0.1 -08 19

Budget Balance/GDP* -2.8 16 -14

Current Account/GDP 01 42 20 SERBIA

EUR/BGN (eop) 1.9558 The EUR/RSD continued to trade sideways last week, remaining within its three-week range

2016 current 2017 . . . . ;

Policy Rate (eop) N/A  N/A  N/A of 119.0 -119.50. The pair closed Friday’s session at 119.20/40, 15 paras higher compared with

“onacash basis the prior session’s settlement.

Source: Reuters, Bloomberg, Eurobank Research,

National Authorities
In order to mitigate the pair's downmove there were repeated Central Bank (NBS)
interventions on EUR/RSD spot market on a daily basis over the last five sessions, which had

CYPRUS: Indicators 2015 2016  2017f . . . . .

Real GDP growth % 17 | 28 30 not been the case for a while. That kind of behavior could imply that the National Bank of

HICP (pa, yoy %) 15 12 12 Serbia aims to put a lid on further dinar strengthening.

Budget Balance/GDP* | 0.1 0.4 0.2

Current Account/GDP | -3.0 -5.7 -5.9

" EsA 2010 Indeed, the EUR/RSD has remained above the key psychological 119.0 level thanks to those

Source: Reuters, Bloomberg, Eurobank Research, . . . . . L .

National Authorities interventions, which could also indicate this is likely to prove the floor for the pair on a year-
date-basis. On the upside, some modest recovery could drive the EUR/RSD towards the 121.0

ROMANIA: Indicator: 2015 2016  2017f area, albeit there appears to be a lack of strong catalysts for a significant recovery of the pair.

Real GDP growth % 37 48 50 In support of the aforementioned, we do expect to see a sturdy demand for hard currency

CPI (pa, yoy %) -0.6 -1.6 14 . . . .

Budget Balance/GDP *| 1.9 -24 -3 from corporate starting from November. Therefore we expect modest correction, projecting

Current Account/GDP | -1.1  -2.2  -3.0 to see EUR/RSD at 119.80 in 1-month, 120.80 in 2-months and 121.50 in 3-months.

EUR/RON (eop) 448 454 462

2016 current 2017

Policy Rate (eop) 175 175 175 Djordje.Lucic@eurobank.rs

*on a cash basis

Source: Reuters, Bloomberg, Eurobank Research,

National Authorities

SERBIA: Indicators 2015 2016 2017f

Real GDP growth % 0.8 2.8 3.0

CPI (pa, yoy %) 14 11 3.3

Budget Balance/GDP -3.7 -1.3 -0.5

Current Account/GDP | -4.7 -4.0 -4.0

EUR/RSD (eop) 121.38 12340 122.0

2016 current 2017

Policy Rate (eop) 4.00 4.00 4.00

Source: Reuters, Bloomberg, Eurobank Research,

National Authorities
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Credit Ratings

L-T ccy Moody's S&P Fitch

SERBIA Ba3 BB- BB-

ROMANIA Baa3 BBB- BBB-

BULGARIA Baa2 BB+ BBB-

CYPRUS B1 BB+ BB-

Source: Reuters, Bloomberg, Eurobank Research
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GLOBAL MARKETS
Stock markets FOREX Government Bonds Commodities
Last AD AYTD Last AD AYTD (yields) Last ADbps  AYTD bps Last AD AYTD
S&P 500 2476.55 0.2% 10.6%| EUR/USD 1.1889 0.2% 13.0%| UST-10yr 217 0 -28| GoLb 1337 0.9% 16.0%
Nikkei 225 | 19508.25 -0.9% 2.1%| GBP/USD 1.2941 -0.1% 4.7%| Bund-10yr 037 -1 16| BRENTCRUDE | 52 -0.8%  -7.9%
STOXX 600 | 374.56 -0.4% 3.6%| USD/IPY 109.6 0.6% 6.8%| JGB-10yr -0.01 -1 6| LMEX 3243 0.8% 21.9%
CESEE MARKETS
SERBIA ROMANIA BULGARIA
Money Market Money Market Money Market
BELIBOR Last ADbps AYTD bps || ROBOR Last ADbps AYTD bps || SOFIBOR Last ADbps  AYTD bps
/N 3.00 0 0 o/N 0.64 0 8 LEONIA 0.01 0 1
1-week 3.13 0 -4 1-month 0.71 0 -5 1-month -0.17 -1 0
1-month 3.32 0 -3 3-month 0.92 0 2 3-month -0.09 0 -2
3-month 3.55 0 8 6-month 1.13 0 2 6-month 0.04 0 -4
6-month 3.76 0 10 12-month 1.3 0 5 12-month 0.38 0 -3
RS Local Bonds RO Local Bonds BG Local Bonds
Last ADbps  AYTD bps Last ADbps AYTD bps || (yields) Last ADbps  AYTD bps
3YRSD 4.84 0 -20 3YRON 1.39 2 -23 3Y BGN -0.20 0 -36
5YRSD 5.07 0 -28 5YRON 2.28 0 -24 5Y BGN 0.05 0 -45
7Y RSD 5.46 0 -18 10Y RON 3.59 0 -6 10Y BGN 1.41 0 -50
RS Eurobonds RO Eurobonds BG Eurobonds
Last ADbps  AYTD bps Last ADbps AYTD bps Last ADbps  AYTD bps
USD Nov-17 1.34 0 -99 EUR Oct-25 1.60 -9 -54 EUR Mar-22 0.16 6 -70
USD Nov-24 6.26 -1 -15 USD Jan-24 2.88 0 -101 EUR Sep-24 0.97 -8 -71
CDS CDS . CDS
Last ADbps  AYTD bps Last ADbps  AYTD bps Last ADbps  AYTD bps
5-year 133 -1 -74 5-year 93 0 -17 5-year 100 0 -52
10-year 185 -1 -71 10-year 147 -1 -5 10-year 150 0 -44
STOCKS STOCKS STOCKS
Last AD AYTD Last AD AYTD Last AD AYTD
BELEX15 724.7 -0.12% 1.02% BET 8062.3 -0.71% 13.79% SOFIX 713.1 0.39% 21.60%
FOREX FOREX FOREX
Last AD AYTD Last AD AYTD Last AD AYTD
EUR/RSD 119.39 -0.25% 3.41% EUR/RON 4.5931  0.03% -1.18% USD/BGN 1.6454 0.24% 12.95%
BELEX15 Index BET Index SOFX Index
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Source: Reuters, Bloomberg, Eurobank Economic Analysis and Financial Markets Research

Data updated as of 10:40 EEST
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More research editions available at http://www.eurobank.gr/research

o Daily Overview of Global markets & the SEE Region: Daily overview of key
macro & market developments in Greece, regional economies & global markets

e Greece Macro Monitor: Periodic publication on the latest economic & market
developments in Greece

e Regional Economics & Market Strategy Monthly: Monthly edition on
economic & market developments in the region

e Global Economy & Markets Monthly: Monthly review of the international
economy and financial markets
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