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KEY UPCOMING DATA
& EVENTS THIS WEEK

GLOBAL

us
e August 18: NAHB index
(Aug)
e August 19
o CPI(Jul)
o Housing starts (Jul)
o Housing permits (Jul)

e  August 20: Fed's July
29-30 FOMC meeting
minutes

e  August21

o Initial jobless claims
(Aug 16)

o Philly Fed (Aug)

o Existing home sales
(Jul)

e  August21-23:Fed
annual economic
symposium in
Jackson Hole

EUROZONE
e August21
o PMI(Aug)
o Consumer
confidence (Aug)

SEE
SERBIA
e August 19: 5-year RSD
bond auction
e August 19: CAD (Jun)
ROMANIA
e August 18: T-bond
auction
e August 21: T-bond
auction
BULGARIA
® August 25: Gross
external debt (Jun)

Source: Reuters, Bloomberg,
Eurobank Global Markets Research

HIGHLIGHTS

WORLD ECONOMIC & MARKET DEVELOPMENTS

GLOBAL MARKETS: Taking their cue from gains in Wall Street overnight, the majority of Asian
stock markets closed in the black on Friday thanks to upbeat US macroeconomic data.
Nonetheless, European stock markets treaded water in morning trade as caution prevailed ahead
of Fed Chair Janet Yellen’s speech at the Central Bank’s annual Jackson Hole symposium later today,
which is expected to be closely scrutinized by market participants for any hints over the FOMC'’s
monetary policy deliberations ahead. Another speech by European Central Bank President Mario
Draghi at Jackson Hole also lures attention on Friday. In the FX markets, the dollar took a breather

earlier today, with its recent rally running out of steam ahead of the Fed Chair’s speech.

GREECE

According to final State Budget execution data on a modified cash basis for the first seven
months of 2014, the primary central government balance recorded a surplus of €2.3bn, in line with
preliminary estimates, compared to a surplus target of €800mn for that period. Meanwhile, the
overall central government budget ran a deficit of €1.7bn in January-July, outperforming a deficit

target of €3.4bn and a €1.9bn shortfall posted over the same period of 2013.

SOUTH EASTERN EUROPE

SERBIA: Ongoing depreciating pressures on the dinar prompted renewed Central Bank

intervention on Thursday.

ROMANIA: The leu hit a 3-week high of 4.3990 against the euro yesterday.

BULGARIA: Bulgaria’s budget deficit widened to BGN 1.147bn (or ca 1.4% of projected GDP) over
the first seven months of the year, from BGN 167mn over the same period a year earlier and is

anticipated to exceed the full-year target of 1.8%-of-GDP as soon as August.

CESEE MARKETS: CESEE stock markets were mixed earlier today, currencies were little
changed, ahead of the Fed Chair's speech. Newly elected Turkish President Tayyip Erdogan
nominated Foreign Minister Ahmet Davutoglu as his replacement for the post of Prime Minister on

Thursday.
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Credit Ratings
L-T ccy Moody's S&P Fitch
SERBIA B1 BB- B+
ROMANIA Baa3 BBB- BBB-
BULGARIA Baa2 BBB- BBB-
CYPRUS Caa3 B B-

Source: Reuters, Bloomberg, Eurobank Global
Markets Research

Taking their cue from gains in Wall Street overnight - where the S&P 500 index spiked to a
new lifetime peak and the Nasdag Composite hit a new 14-year high intraday - the majority of
Asian stock markets closed in the black on Friday thanks to upbeat US macroeconomic data.
Thursday’s releases showed that existing home sales unexpectedly increased, by 2.4%MoM, in
July, marking the fourth consecutive month of positive monthly growth and coming in at a
10-month annual rate high of 5.15 million units. Adding to recent evidence of improving
labour market conditions, initial jobless claims fell more than anticipated to 298k over the
week ending on August 16, from 312k in the prior, compared to a market median forecast of
303k. Separately, the Markit flash U.S. Manufacturing Purchasing Managers Index hit its
highest level since April 2010 at 58.0 in August, while data released from the Philadelphia
Federal Reserve Bank revealed that factory activity in the mid-Atlantic region reached its
highest level since March 2011 over the same month. Also released yesterday, the Leading
Economic Index rose by 0.9%MoM in July, outperforming expectations and increasing for the
sixth month running. Nonetheless, European stock markets treaded water in morning trade
as caution prevailed ahead of Fed Chair Janet Yellen’s speech at the Central Bank’s annual
Jackson Hole symposium later today, which is expected to be closely scrutinized by market
participants for any hints over the FOMC’s monetary policy deliberations ahead. Another
speech by European Central Bank President Mario Draghi at Jackson Hole also lures attention
on Friday. In the FX markets, the dollar took a breather earlier today, with its recent rally
running out of steam ahead of the Fed Chair's speech, while the EUR received some support
after yesterday’s release of Markit German PMI data beat expectations. Along these lines, the
DXY US dollar index eased to 82.126 at the time of writing from an 11-month peak of 82.364
struck intraday in the prior session, while the EUR/USD was hovering around levels of
1.3288/91, within distance from yesterday’s near 1-year low of 1.3241.

GREECE

According to final State Budget execution data on a modified cash basis for the first seven

months of 2014, the primary central government balance recorded a surplus of €2.3bn, in line
with preliminary estimates, compared to a surplus target of €800mn for that period.
Meanwhile, the overall central government budget ran a deficit of €1.7bn in January-July,
outperforming a deficit target of €3.4bn and a €1.9bn shortfall posted over the same period of
2013.

Latest developments in the CESEE region

CESEE MARKETS
CESEE stock markets were mixed earlier today, ahead of the Fed Chair’s speech. Turkey’s BIST
100 index broadly outperformed its regional peers, rising by 0.44% at the time of writing, after

newly elected Turkish President Tayyip Erdogan nominated Foreign Minister Ahmet
Davutoglu as his replacement for the post of Prime Minister on Thursday. The ruling AK Party
is expected to approve the nomination on August 27, while the focus is also on the upcoming
composition of the government, particularly on the finance and economy minister posts.
CESEE currencies were little changed earlier today ahead of the Fed Chair Janet Yellen’s
speech. The Ukrainian hryvnia led the losers’ pack, weighed down by persisting geopolitical
tensions in the country. In more detail, the USD/UAH hovered around levels of 13.30 in
European trade, after striking a new record high at 13.40 earlier in the session.
gphoka@eurobank.gr
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SERBIA: Indicators 2012 2013e 2014f
Real GDP growth % -1.5 2.5 -0.4
CPI (pa, yoy %) 7.8 7.8 2.5
Budget Balance/GDP -7.5 -5.8 -8.0
Current Account/GDP | -10.9 -5.0 -4.2
EUR/RSD (eop) 112.37 114.57 117.00
2013 current 2014f
Policy Rate (eop) 9.50 8.50 8.00

Source: EC Economic Forecasts, Reuters, Bloomberg,
Eurobank Global Markets Research, local authorities

ROMANIA: Indicators 2012 2013e 2014f
Real GDP growth % 0.6 3.5 3.0
CPI (pa, yoy %) 3.3 4.0 1.7
Budget Balance/GDP -3.0 -23  -2.2
Current Account/GDP -4.4 -1.1  -1.0
EUR/RON (eop) 4.44 4.46 4.40
2013 current 2014f
Policy Rate (eop) 4.00 325 3.00

Source: EC Economic Forecasts, Reuters, Bloomberg,
Eurobank Global Markets Research, local authorities

BULGARIA: Indicators

2012 2013e 2014f

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

Policy Rate (eop)

0.6 0.9 1.8
3.0 09 -09
-08 -15 -30
-0.9 19 1.0
1.95583
current 2013 2014f
N/A N/A  N/A

Source: EC Economic Forecasts, Reuters, Bloomberg,
Eurobank Global Markets Research, local authorities
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SERBIA

(Belgrade, 21/8/2014, 16:15 CET): Market Developments: The EUR/RSD resumed its modest
uptrend over the last two sessions, to close ca 0.10% higher at 117.50/70 on Thursday,
following a temporary spike to a new 1-year peak of 117.55/75 intraday which prompted
Central Bank (NBS) intervention (with EUR sale of €10mn). Depreciating pressures on the
dinar will likely persist in the days ahead, as fiscal consclidation concerns linger and
demand for hard currency is expected to increase in the coming weeks. A gradual EUR/RSD
move towards a higher range of 117.80/00 in the next couple of days is likely, with further
upside to possibly be capped by renewed Central Bank interventions.

ivan.radovic@eurobank.rs

Zoran.Korac@eurobank.rs

gphoka@eurobank.gr

ROMANIA

(Bucharest, 20/8/2014, 9:10 EET): Market Developments: The EUR/RON’s downward
momentum was extended over the last couple of days, with the pair closing ca 0.3% lower
at 4.4030 on Thursday after temporarily breaking below the key support level of 4.4000 to
hit a 3-week low of 4.3990 intraday. In money markets, the O/N rate remained near its
recent low levels hovering just above the deposit facility rate of 0.25% on Thursday’s close,
as today is the last trading day of the current reserve period (ending August 23). Further
across the curve short term interest rates were little changed on Thursday, with the 1M
implied from swaps closing near 1.80%. In government bonds, the MoF issued on Thursday
the announced RON 300mn in 2Y bonds (August 2016) at an average accepted yield of
2.61%, in line with market consensus.

Bogdan.Radulescu@bancpost.ro

gphoka@eurobank.gr

BULGARIA

(Sofia, 21/8/2014, 17:30 EET): Latest Political & Macro Developments: According to a press-
release of Interim Finance Minister Rumen Porozhanov on Wednesday, Bulgaria’s budget
deficit widened to BGN 1.147bn (or ca 1.4% of projected GDP) over the first seven months
of the year, from BGN 167mn over the same period a year earlier. The said deterioration in
public finances came on the back of worse-than-expected revenue collection and blocked
EU funding under environmental and regional development programmes. The shortfall is
expected to grow by at least BGN 355mn in August and exceed the full-year target of 1.8%
of GDP for 2014 as soon as this month. The finance minister reassured that the interim
government will work to contain the annual gap within the EU limit of 3% of GDP and will
prepare a budget revision proposal to reflect realistic revenues. Market Developments:
The domestic stock market ended in the red on Thursday, pulled down by weaker blue chip
shares. As a result, the main SOFIX index slipped by 0.71% to 542.76 points, halting a five-
day winning streak.

VBoteva@postbank.bg

gphoka@eurobank.gr
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GLOBAL MARKETS
Stock markets FOREX Government Bonds Commodities
Last AD AYTD Last AD AYTD (vields) Last ADbps  AYTD bps Last AD AYTD
S&P 500 1992.37 0.3% 7.8%| EUR/USD 1.3286 0.0% -3.3%| UST-10yr 2.40 -1 -63| GOLD 1281 0.3% 6.3%
Nikkei 225 15539.19 -0.3% -4.6%| GBP/USD 1.6588 0.0% 0.2%| Bund-10yr 0.98 =il -95| BRENT CRUDE 179 0.0% 6.8%
STOXX 600 337.19 -0.1% 2.7%| USD/IPY 103.74 0.1% 1.5%| JGB-10yr 0.51 -2 -23| LMEX 3279 -0.3% 3.8%
SEE MARKETS
SERBIA ROMANIA BULGARIA
Money Market Money Market Money Market
BELIBOR Last ADbps  AYTD bps || ROBOR Last ADbps  A¥YTD bps || SOFIBOR Last ADbps  AYTD bps
N 673 -2 -i28 N 059 31 -75 LEQOMNIA 0.4 o -3
1-week 6.87 2 -121 1-month 153 1 -5 1-month 023 o -2
1-month 7.29 o -129 3-month 2.19 1 -25 3-month 0438 o a7
3-month .76 2 -11z g-month 25 -2 45 g-month 0.56 -1 -2
g-month 5.07 0 -108 12-month 2.69 1 -6 12-month 161 -1 -58
RS Local Bonds RO Locaol Bond's BG locol Bond's
Last ADbps  AYTD bps Last ADbps  AYTD bps || (visids) Last ADbps  AYTD bps
3YRsD 5.39 o 58 3YRON 261 1 -134 3YBaEN 136 3 26
5YRSD 1027 o -255 SYRON 325 Q -140 SYBGN 1597 -2 iz
TYRSD 11.27 0 -253 10YRON 4,20 0 -110 10YBan 3.25 0 -24
RS Eurobonds RO Eurobonds BG Eurobonds
Last ADbps  AYTD bps Last ADbps  AYTD bps Last ADbps  AYTD bps
S0 Now-17 3.80 o -1z20 EUR Sep-20 219 o -166 uso Jan-15 071 -5 13
USD Nov-24 -0.19 577 -709 UsDAug-23 | 3.80 2 -100 EURJul-17 1.32 0 45
CDs cDs CDs
Last ADbps  AYTD bps Last ADbBps  AYTD bps Last ADbps  AYTD bps
S-year 263 (e} -147 S-pear 139 o 15 S-pear 135 2 13
10-y=ar 310 1] -137 10-year 154 0 45 10-year 178 2 4
STOCKS STOCKS STOCKS
Last AD A¥YTD Last AD AYTD Last AD AYTD
BELEX1S 5214 0.32% 11.36% BET F055.5 | -0.45% 5.65% S0OFIX 5425 0. (15 10.38%
FOREX FOREX FOREX
Last AD A¥YTD Last AD AYTD Last AD AYTD
EUR/RSD 1154 -0.26% -2 61% EUR/RON 44053 0048 1.53% Uso/BGN 147321 0.04% -3.33%
BELEXA15 Index BET Index SOFIX Index
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Source: Reuters, Bloomberg, Eurobank Global Markets Research

Data updated as of 11:50 EET
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