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¢ August5 GLOBAL MARKETS: Tracking losses in Wall Street overnight, Asian and European stock

o ISMnon

. markets moved broadly lower on Friday amid escalating geopolitical tensions in Ukraine and the
manufacturing (Jul)

o Factory orders (Jun) Middle East. In the FX markets, the safe haven Swiss franc and the Japanese yen benefited from the
e August 6: Trade balance souring risk sentiment.
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® August 7: Initial jobless
claims (Aug 1)
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e August 5: PMI services,
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SERBIA: Central Bank kept key policy rate unchanged at 8.50% at yesterday’s MPC meeting.

e August 7: ECB MPC ROMANIA: The EUR/RON was little changed on Thursday, with Wednesday’s sell-off having been
announcement & press halted, possibly by Central Bank intervention.
conference
EE BULGARIA: The European Commission approved on Thursday Bulgaria's 2014-2020 Partnership
Agreement drafted by the former socialist-led government of Prime Minister Plamen Oresharski.
SERBIA
® August 7: MPC meeting . . . . .
—— CESEE MARKETS: In line with the negative tone in global bourses, emerging stock markets
extended their recent downtrend in European trade on Friday. In the FX markets, regional
ROMANIA currencies recovered some ground, paring part of the losses suffered over recent days, in the wake
e August4

. of ECB comments which suggested that the door remains open for further monetary easing ahead.
o Retail sales (Jul)
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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

Tracking losses in Wall Street overnight, Asian and European stock markets moved broadly
lower on Friday with most major indices poised to end the week in a negative territory amid
escalating geopolitical tensions in Ukraine and the Middle East. US President Barack Obama
authorized on Thursday “targeted” air strikes in Iraq to protect American personnel and
“prevent a potential act of genocide” but highlighted that he would “not allow the United
States to be dragged into another war in Irag”. Fighting also resumed in Gaza between
Palestinian militants and Israel marking the end of a three-day ceasefire, while tensions in
Ukraine linger as Russian troops remain near the country’s borders and Moscow imposed
retaliatory measures, banning food imports from the US, EU, Australia, Canada and Norway, in
response to the latest sanctions endorsed. Russian Prime Minister Dmitry Medvedev's
comments on Thursday, that Russia was mulling on banning European and U.S. airlines from
flying transit routes through Russian airspace, weighed further down on airline shares. The
sanctions between US/EU and Russia and potentially higher oil prices as a result of the conflict
in the Middle East have recently added to concerns about the prospects of the global
economy. In support of the aforementioned, ECB President Mario Draghi said at the post-
MPC-meeting press conference on Thursday that the crisis in Ukraine poses additional risks on
the “weak, fragile and uneven” economic recovery in the Eurozone, adding that interest rates
will remain at present (record low) levels for an extended period of time and leaving the door
open for the adoption of “unconventional instruments within its mandate, should it become
necessary to further address risks of too prolonged a period of low inflation”. In the FX
markets, the safe haven Swiss franc and the Japanese yen benefited from the souring risk
sentiment earlier today. The euro recovered a small part of this week’s earlier losses in
European trade on Friday, with the EUR/USD hovering around levels of 1.3390/93 at the time

of writing, but remaining not too far from a 9-month trough of 1.3333 hit earlier in the week.

Latest developments in the CESEE region
CESEE MARKETS

In line with the negative tone in global bourses, emerging stock markets extended their

recent downtrend in European trade on Friday. The MSCl index of emerging equities slid as far
as new 1-%2--month lows intraday, while, in the CESEE region, Poland’s WIG led the losses
easing to its lowest level since early March, as the recent retaliatory sanctions from Russia are
feared that they may bear negative repercussions for the country’s growth prospects. In the
FX markets, regional currencies recovered some ground, paring part of the losses suffered
over recent days, in the wake of ECB comments which suggested that the door remains open
for further monetary easing ahead. Concerns that the Fed may hike its key policy rates sooner
than currently anticipated have broadly weighed on regional currencies over the last couple
of weeks. The Polish zloty remained under pressure in view of the recently emerged market
talk about a potential resumption of central bank monetary easing this year amid mounting
risks to the domestic economic growth outlook. Against this backdrop, the EUR/PLN hovered
around levels near 4.2025 at the time of writing, after hitting a 5-month trough close to 4.1940
earlier in the session. Elsewhere, the Ukrainian hryvnia broadly underperformed its regional
peers, with the USD/UAH advancing by ca 0.4% to 12.55 and approaching anew a lifetime
peak of 13.30 hitin April.
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SERBIA

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 %) 33 40 17
Budget Balance/GDP -3.0 2.3 -22
Current Account/GDP -4.4 -1.1  -1.0
EUR/RON (eop) 444 446 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

(Belgrade, 7/8/2014, 19:00 CET): Latest Political & Macro Developments: The Central Bank
kept its key policy rate unchanged, at 8.50% at its MPC meeting on Thursday, in line with
the market's median forecast, citing lingering uncertainties stemming from the
international environment, which could impact the country’s risk premium and foreign
capital flows. That said, speculation had recently emerged that the NBS might deliver
further monetary easing at the said meeting, as inflation remains below the official targeted
range (411.5%). Market Developments: The EUR/RSD moved upwards over the past two
days, with the pair breaking above its recent 116.30-116.80 range to hit a multi-month peak
of 117.00/20 at some point on Thursday. However, renewed Central Bank intervention, with
sales of ca €20mn, pulled the cross back to 116.85/05 by the end of the session. In view of
persisting depreciation pressures on the dinar and with the Central Bank appearing more
comfortable at allowing a gradual up-move of the EUR/RSD over recent sessions, further
modest upside for the pair is possible in the coming days.

ivan.radovic@eurobank.rs

Djordje.Lucic@eurobank.rs

gphoka@eurobank.gr

ROMANIA

(Bucharest, 8/8/2014, 9:10 EET): Market Developments: The EUR/RON was little changed on
Thursday, remaining bound between 4.4380/460, with Wednesday’s sell-off, which pushed
the pair towards 4.4500, having been halted, possibly by Central Bank intervention.
Elsewhere, short term RON rates eased on the back of ample liquidity, with the 1W implied
rate from swaps ending at around 1.25% yesterday, down from 2.00% a week ago.
However, longer 1-6M rates remained at elevated levels around 2.00%. Government bonds
were little changed on Thursday after a cumulative 25bps jump in yields over the two prior
sessions. Nonetheless, renewed upside pressures in government bond yields are possible in
the coming sessions with off-shore sellers looking for opportunities to unload more paper.

Bogdan.Radulescu@bancpost.ro

gphoka@eurobank.gr

BULGARIA

(Sofia, 8/8/2014, 09:30 EET): Latest Political & Macro Developments: The European
Commission approved on Thursday Bulgaria's 2014-2020 Partnership Agreement drafted
by the former socialist-led government of Prime Minister Plamen Oresharski. The document
outlines the strategy for the most efficient use of EU Structural and Investment Funds in
order to boost economic growth and contain unemployment. A total of EUR 7.6bn will be
provided under Cohesion Policy funding, another EUR 2.3bn for rural development and EUR
88mn for fisheries and the maritime sector. Market Developments: Bucking the broader
negative trend in global stock markets, Bulgaria’s bourses ended modestly higher with the
benchmark SOFIX index closing in a marginally negative territory of 0.05% at 540.11 points.

VBoteva@postbank.bg

gphoka@eurobank.gr
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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 1909.57 -0.6% 3.3%| EUR/USD 1.3387 0.2% -2.6%| UST-10yr 2.39 -2 -64| GOLD 1310 -0.2% 8.7%
Nikkei 225 14778.37 -3.0% -9.3%| GBP/USD 1.68 -0.2% 1.5%| Bund-10yr 1.06 -1 -87| BRENT CRUDE 179 0.0% 6.8%
STOXX 600 325.55 -0.4% -0.8%| USD/IPY 101.89 0.2% 3.4%| JGB-10yr 0.51 -2 -24| LMEX 3264 0.3% 3.3%
SEE MARKETS
SERBIA ROMANIA BULGARIA
Money Market Money Market Money Market
BELIBOR Last ADbps  AYTD bps || ROBOR Last ADbps  AYTD bps || SOFIBOR Last ADbps  A¥YTD bps
TN 6.69 i -132 o/N 118 2 56 LEONIA 0.03 o -4
T-wesk 6.91 1 -137 1-month 173 -1 -15 1-month 024 o -5
1-month 725 i -133 3-month 209 -1 -35 3-month 0.43 o -16
3-month 771 2 -117 6-month 249 i 50 g-month 051 0 -24
6-month 5.00 2 -115 12-month 264 i -51 12-month 1.73 0 -6
R5 Local Bonds RO Local Bonds BG Local Bonds
Last ADbps  AYTD bps Last ADbps  AYTD bps || (vizids Last ADbps  A¥YTD bps
3YRSD 240 -18 58 3YRON 256 z -13% 3YBaEN 136 -2 27
SYRSD inz9 o -253 SYRON 338 2 -127 SYBGN 209 4 24
FYRSD 11.28 2 -253 10Y RON 445 2 -55 10YBGN 3.20 1] -25
RS Eurobonds RO Eurobonds BG Eurobonds
Lost ADbps  AYTD bps Lost ADbps  AYTD bps Last ADbps  A¥TD bps
UsD Now-17 4.31 E:] -7o EUR 5ep-20 244 3 -140 uspJtan-15 122 - 63
U0 Now-24 173 ] -515 UsD Aug-23 410 3 -71 EURJul-17 1.66 iz -14
CDs CDS cos
Last ADbps  AYTD bps Last ADbps  AYTD bps Last ADbps  A¥YTD bps
S-pear 285 10 -124 S-year 153 3 40 S-pear 141 z i6
10-year 333 i1 -114 10-year 158 4 -34 10-year 185 3 10
STOCKS STOCKS STOCKS
Lost AD AYTD Lost AD AYTD Last AD AYTD
BELEX15 6035 0245 B 168 BET 63389 -015% 6.85% SOFIX 540.8 0.1.2% 10.02%
FOREX FOREX FOREX
Lost AD AYTD Lost AD AYTD Last AD AYTD
EUR/RSD 1154 0.23% -2 05% EUR/RON 44437 0028 0.66% usoy/BGN 14611 0.17% -2 60%
BET Inde:
BELEX15 Index x SOFIX Index
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Source: Reuters, Bloomberg, Eurobank Global Markets Research

Data updated as of 14:15 EET




Eurobank Global ALY OVERVIEW @

Markets Research

Auqust 8, 2014 ()F GLOBAL MARKETS &THE S[[ REG'ON

Contributors to this issue

Vessela Boteva Djordje Lucic Galatia Phoka

Expert, trading desk, Eurobank Bulgaria Fixed Income Dealer, Trading Department Emerging Markets Analyst, Eurobank Ergasias
+359(2)8166 491 Tel:+381 11 2065891 +302103718922

vboteva@postbank.bg Djordje.Lucic@eurobank.rs galatia.phoka@eurobank.gr

Boadan Radulescu, CFA lvan Radovic

Senior Trader, Bancpost Head, Brokerage Department, Eurobank ad Beograd

+40213656291 +381113027533

bogdan.radulescu@bancpost.ro ivan.radovic@eurobank.rs

Eurobank Global Markets Research

Global Markets Research Team Global Markets Sales
Dr. Platon Monokroussos: Nikos Laios: Head of Treasury Sales
Chief Market Economist nlaios@eurobank.gr, + 3021037 18910
pmonokrousos@eurobank.gr, + 3021037 18 903 Alexandra Papathanasiou: Head of Institutional Sales

apapathanasiou@eurobank.gr, +30 210 37 18 996
Paraskevi Petropoulou: G10Markets Analyst - @ g

ppetropoulou@eurobank.gr, + 3021037 18 991 John Seimenis: Head of Corporate Sales

Galatia Phoka: Emerging Markets Analyst yseimenis@eurobank.gr, +30 2103718 909

gphoka@eurobank.gr, + 3021037 18 922 Achilleas Stogioglou: Head of Private Banking Sales
astogioglou@eurobank.gr, +30210 37 18 904

George Petrogiannis: Head of Shipping Sales
gpetrogiannis@eurobank.gr, +30 21037 18 915

Vassilis Gioulbaxiotis: Head International Sales
vgioulbaxiotis@eurobank.gr, +30210 3718995

Eurobank Ergasias S.A, 8 Othonos Str, 105 57 Athens, tel: +30 210 33 37 000, fax: +30 210 33 37 190, email: EurobankGlobalMarketsResearch@eurobank.gr

Eurobank Global Markets Research

More research editions available at htpp://www.eurobank.gr/research

Greece Macro Monitor: Periodic overview of key macro & market developments in Greece
Daily overview of global markets & the SEE region:

Daily overview of key developments in global markets & the SEE region

South East Europe Monthly:

Monthly overview of economic & market developments in the SEE region

Global Markets & SEE themes: Special focus reports on Global Markets & the SEE region

Subscribe electronically at htpp://www.eurobank.gr/research
Follow us on twitter: https://twitter.com/Eurobank Group


mailto:vboteva@postbank.bg
http://
mailto:vgioulbaxiotis@eurobank.gr

