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Uf Mar o4: Construction spending ~ @LOBAL MARKETS: The ECB surprised markets to the dovish side at its monetary policy
(Dec) meeting yesterday, moving more quickly than expected in an attempt to counter the Eurozone’s
.OMarTSSM T e economic slowdown and preserve accommodative financial conditions. In more detail, the ECB
(Feb.) decided unanimously on three key policy steps: (i) the forward guidance on policy rates was
.OMar:':W e g B (DRs) extended by one quarter; (ii) the launch of a new series of seven quarterly TLTRO Il operations; and
o ADP employment change (iii) fixed-rate full allotment at the refinancing operations to be extended until March 2021. In
(Feb.) reaction to the ECB’s dovish surprise, the EUR/USD came under significant pressure, German
.OMar::dEbalance(Dec') Bunds gained sharply while Eurozone periphery sovereign bond markets also firmed, mainly

o Initial  jobless claims  favored by the ECB’s TLTROs announcement. With the ECB monetary policy meeting out of the
(02/03) way, focus today is on US February’s labor market report.
o Continuing claims (23/02)
o Fed’s Brainard speaks
e Maro8:
o Non farm payrolls (Feb.)
o Building permits (Jan.)

o Housing starts (Jan.) GREECE: According to the Hellenic Statistical Authority (ELSTAT) quarterly national accounts, in
EUROZONE Q4 2018 GDP in volume terms decreased by 0.1%QoQ (seasonal and calendar adjustment) and
o Maros: increased by 1.6%YoY (chain linked volume measure). According to the first estimate of the GDP
o Retail sales (Jan) for 2018, in volume terms it amounted to €190.8 bn compared with €187.2 bn in 2017, recording an

o Markit services and
composite PMI (Feb.)
e Mar 06: OECD interim GDP growth for 2018, which was published in July 2018. According to the labour force survey, in

economic outlook

increase of 1.9%. The estimate is very close to the Eurobank Research estimate for an 1.8% real

December 2018 the s.a. unemployment rate was 18.0% compared to downwards revised 20.8% in

e Maroy:
o GDP(Qs) December 2017 and the downwards revised 18.3% in November 2018. The overall turnover index in
o ECB policy meeting accommodation and food service activities sector in Q4 2018 increased by 2.8%YoY (against an
. o )
AR increase of 7.0%YoY in Q4 2017).
e Maroy:
o Unemployment rate (Dec.)
o GDP (Qg)
SOUTH EASTERN EUROPE
% SERBIA: In line with market expectations, the National Bank of Serbia (NBS) decided to keep the
BULGARIA
e Maro7: GDP (Q4) key policy rate (KPR) at 3.0%, remaining unchanged since April 2018.
e Maro8:

o Industrial production (Jan)
o Retail sales (Jan.)
CYPRUS:
e Maro7: CPI (Feb.)
ROMANIA
e Mar os: Retail sales (Jan.)
e Mar o7: GDP (Q4)
SERBIA
e Mar o7: Key Policy Interest
Rate announcement

Source: Reuters, Bloomberyg,
Eurobank Research

DISCLAIMER

This document has been issued by Eurobank Ergasias SA (Eurobank) and may not be reproduced in any manner. The information provided has been obtained from sources believed to be reliable, but
has not been verified by Eurobank, and the opinions expressed are exclusively of their author. This information does not constitute an investment advice or any other advice, or an offer to buy or sell, or a
solicitation of an offer to buy or sell, or an offer or a solicitation to execute transactions on the financial instruments mentioned. The investments discussed may be unsuitable for investors, depending
on their specific investment objectives, their needs, their investment experience and financial position. No representation or warranty (expressed or implied) is made as to the accuracy, completeness,
correctness, timeliness or fairness of the information or opinions, all of which are subject to change without notice. No responsibility or liability, whatsoever or howsoever arising, is accepted in relation
to the contents thereof by Eurobank or any of its directors, officers and employees.

GREECE | BULGARIA | ROMANIA | SERBIA | CYPRUS | LUXEMBOURG | UNITED KINGDOM | UKRAINE |

1



Markets Research

Eurobank Global ) A ]
OF GL

Jl
_Friday 08 March 2019

Y OVE

) -

VIEW @
TS &THE SEE REGION

AN

S&P 500
3000
25900 o
2800 -
220 m
2600 -
2500 “r
2400 r
2300 T
rEezZEZZeREZ2
R = =] S
S2E53253852858¢8
STOXX 600
410
395 A
380
365
350
335 ,
320

T T v v e o T o o e T

ATHENS GEN. INDEX

930
880

830

780 -

730 A

520 Yha I

630 —\W‘i

580

e T e o v e T o o

Source:  Reuters, Bloomberg,  Eurobank

Research

Latest world economic & market

developments
GLOBAL MARKETS

The ECB surprised markets to the dovish side at its monetary policy meeting yesterday,

moving more quickly than expected in an attempt to counter the Eurozone’s economic
slowdown and preserve accommodative financial conditions. In more detail, the ECB
decided unanimously on three key policy steps: (i) the forward guidance on policy rates was
extended by one quarter, with the ECB expecting now interest rates to remain at their
current levels “at least through the end of 2019” from “at least through the summer 2019"
previously; (ii) the launch of a new series of seven quarterly TLTRO IIl operations, starting in
September 2019 and ending in March 2021, with a maturity of two years and an interest
rate indexed to the MRO rate over the life of each operation; and (iii) fixed-rate full
allotment at the refinancing operations to be extended until March 2021. The new staff
projections revealed a downward revision in GDP growth and inflation projections, while
the ECB maintained its assessment that risks remain skewed to the downside. The 2019
GDP growth estimate was downgraded to 1.1% from 1.7% previously while the respective
figures for 2020 and 2021 were little changed compared to the December estimates.
Inflation was downgraded throughout the forecast horizon and more significantly for 2019
to 1.2% from 1.6% previously.

In reaction to the ECB’s dovish surprise, the EUR/USD came under significant pressure,
testing levels below 1.1200 for the first time since June 2017. German Bunds gained sharply
with long-dated paper outperforming. The 10-yr yield marked a fresh 2 %2 year low of 0.05%
earlier today, poised for a weekly drop of around 12bps, with the 2/10-yr yield spread
narrowing close to 61bps, the lowest since early October 2016. Eurozone periphery
sovereign bond markets also firmed, favored by the ECB’s TLTROs announcement with Italy
outperforming. Meanwhile, European bourses opened lower today weighed by mounting
global growth fears in the wake of the ECB’s more dovish than expected tone and China’s
poor trade data released earlier today. With the ECB monetary policy meeting out of the
way, focus today is on US February’s labor market report.

ppetropoulou@eurobank.gr

GREECE
According to the Hellenic Statistical Authority (ELSTAT) quarterly national accounts, in Q4

2018 GDP in volume terms decreased by 0.1%QoQ (seasonal and calendar adjustment) and
increased by 1.6%YoY (chain linked volume measure). According to the first estimate of the
GDP for 2018, in volume terms it amounted to €190.8 bn compared with €187.2 bn in 2017,
recording an increase of 1.9%. The estimate is very close to the Eurobank Research
estimate for an 1.8% real GDP growth for 2018, which was published in July 2018. This
increase is on account of the following changes: final consumption expenditure +0.3%
(household and NPISH +1.1%, general government -2.5%), gross capital formation +1.8%
(gross fixed capital formation -12.2%), exports of goods and services +8.7% and imports of
goods and services +4.2%. Meanwhile, according to the labour force survey, in December
2018 the s.a. unemployment rate was 18.0% compared to downwards revised 20.8% in
December 2017 and the downwards revised 18.3% in November 2018. The number of
employed persons increased by 2.8%YoY/0.1%MoM while the number of unemployed
persons decreased by 14.0%Yo0Y/1.9%MoM. Finally, the overall turnover index in
accommodation and food service activities sector in Q4 2018 increased by 2.8%YoY
(against an increase of 7.0%YoY in Q4 2017). As regards the individual subsectors, the
turnover index in accommodation in Q4 2018 rose by 4.3%YoY (against an increase of
12.0%Y0Y in Q4 2017), while the turnover index in food service activities sector in Q4 2018
rose by 1.4%YoY (against an increase of 3.0%YoY in Q4 2017). 2
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BULGARIA: Indicators

2016 2017e 2018f

Real GDP growth %
CPI (pa, yoy %)
Budget Balance/GDP*
Current Account/GDP
EUR/BGN (eop)

Policy Rate (eop)
*on a cash basis

3.9 3.8 3.8
-08 21 2.4
16 0.8 -1.0
5.4 5.0 4.5
1.9558
2016 current 2017
N/A  N/A  N/A

Latest economic & market developments in
the CESEE region

SERBIA

Source: Reuters, Bloomberg, Eurobank Research,
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Credit Ratings
L-T ccy Moody's S&P  Fitch
SERBIA Ba3 BB BB
ROMANIA Baa3 BBB- BBB-
BULGARIA Baa2 BBB- BBB
CYPRUS Ba2 BBB- BB+

As broadly expected, the National Bank of Serbia (NBS) decided to keep the key policy rate
(KPR) at 3.0%, remaining at the same level since April 2018. The NBS based its decision on
the modest inflationary fluctuations and the underlying factors behind those. In detail,
inflationary pressures remain subdued, as has been the case for the last five years, despite
robust economic growth. Headline inflation came in at 2.1% YoY in January compared to
2.0% YoY in December, 3.0% YoY in January 2018 and 4.0% in April 2017, the highest
reading in the past five years. The core inflation was also benign in January, standing at
1.2% YoY. The NBS's inflation outlook within the next 12 months remained almost
unchanged compared to that in the previous Executive Board Meeting that took place one
month ago. Inflation expectations are well anchored around the 3.0% midpoint of the target

tolerance band (3.0%z+1.5%).

However, the NBS outlined that caution in monetary policy conduct is still required, mostly
due to the challenges looming in the external environment. As global economic growth
slows, the monetary policy conduct by the leading central banks, the Fed and the ECB, is
expected to be channeled accordingly but it remains uncertain to what extent any
adjustments will be slower and different from market expectations, with substantial lags

and differentiations triggering volatility in global capital flows.

Other factors, currently at play, that may affect Serbia’s economy and as such may require
more attention are the global oil prices’ trajectory, which after sliding in late 2018, has
regained some ground early this year along with trade tensions between the world’s leading
economies, which, however seem to have abated recently, and signs of rising protectionism

in international trade.

In the same announcement, the NBS praised the economy’s resilience against the
aforementioned possible external headwinds. Based on recent data from the Ministry of
Finance, Serbia’s budget balance recorded, for a second year in a row, a surplus of 0.6% of
GDP in FY2018. In addition, the current account deficit as a percentage of the GDP in 2018
remained unchanged at the same levels of 2017, i.e. at -5.7%, despite increased imports for
investment purposes, higher oil prices and softening external demand and for the
consecutive fourth year it was more than fully covered by the FDI inflows that reached
EUR3.2bnin 2018.
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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 2748.93 -0.8% 9.7%| EUR/USD 1.1202 0.1% -2.3%| UST-10yr 2.64 0 -5| GoLp 1293 0.6% 0.8%
Nikkei 225 | 21025.56 -2.0% 5.1%| GBP/USD 1.3088 0.0% 2.6%| Bund-10yr 0.06 -1 -18| BRENT CRUDE 65 -1.4%  21.6%
STOXX 600 | 372.60 -0.3% 10.4%| USD/IPY 111.06 0.5% -1.2%| JGB-10yr -0.03 -3 -4| LMEX 3010 -0.7% 7.5%
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 2.30 0 -14 O/N 2.13 0 104 LEONIA 0.01 0 1
1-week 243 -1 -13 1-month 2.96 0 109 1-month -0.22 8 3
I1-month 2.65 0 -8 3-month 3.13 0 108 3-month -0.14 9 4
3-month 2.97 -1 -6 6-month 3.27 0 100 6-month -0.02 10 3
6-month 3.10 -1 -8 12-month 3.47 0 115 12-month 0.36 14 4
RS Local Bonds RO Local Bonds BG Local Bonds
Last ADbps  AYTD bps Last ADbps AYTD bps || (yields) Last ADbps  AYTD bps
3YRSD 3.17 -1 10 3YRON 3.72 0 -31 3YBGN -0.15 0 -10
5YRSD 3.78 0 27 5YRON 4.23 0 -11 5YBGN 0.04 0 -8
7Y RSD 4.01 0 -15 10Y RON 4.67 0 -14 10Y BGN 0.66 0 -9
RS Eurobonds RO Eurobonds BG Eurobonds
Last ADbps AYTD bps Last ADbps AYTD bps Last ADbps AYTD bps
usp Feb-20 | 375 . s EUR Oct-25 | 1.40 - -14 EUR Mar-22 | -0.07 0 -3
USD Jan-24 3.65 0 -58 EUR Sep-24 0.21 4 -27
CDS CDS CDS
Last ADbps  AYTD bps Last ADbps  AYTD bps Last ADbps  AYTD bps
5-year 101 1 -17 5-year 102 -5 12 5-year 77 -1 -19
10-year 154 1 -9 10-year 147 -5 14 10-year 119 -1 -23
STOCKS STOCKS STOCKS
Last AD AYTD Last AD AYTD Last AD AYTD
BELEX15 693.5 -0.60% -8.96% BET 7883.7 0.20% 6.77% SOFIX 584.1 0.00% -1.74%
FOREX FOREX FOREX
Last AD AYTD Last AD AYTD Last AD AYTD
EUR/RSD 118.14 -1.11% 0.08% EUR/RON 4.7425  0.00% -1.86% USD/BGN 1.7462 0.07% -2.33%
BELEX15 Index BET Index SORX Index
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Source: Reuters, Bloomberg, Eurobank Economic Analysis and Financial Markets Research

Data updated as of 10:05 EEST
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