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Our analysis predicts moderate economic growth, with declining inflation and interest rates.
Geopolitical tensions are likely to hinder global expansion in the near term, with a controlled
recovery in CEE, SEE, EE and Egypt. We expect that confinuing disinflation and the more

accommodating policies from central banks will stimulate economies. Countries with ISP subsidiaries

B Macroeconomic scenario

Quarterly Note

[J Economic growth
The CEE, SEE and EE regions, along with Egypt, are progressing towards moderate
recoveries, driven by the resilience in key economies and targeted fiscal measures. The
CEE region's GDP growth accelerated to 1.2% in 1Q24. The SEE region showed significant
growth, with Croatia and Serbia performing strongly. In the EE region, Russia's GDP grew
by 5.4% yoy in 1Q24. Future GDP growth in these regions is expected to be moderate due
fo previous monetary restrictions. The CEE area is projected to grow by 2.4% in 2024 and
2.9% in 2025, SEE by 2.6% in 2024 and 3.2% in 2025, and EE by 3.4% in 2024 and 2.0%in 2025.  International Research Network

Research Department

(] Inflation
Disinflation is expected to continue, with pressures subsiding but remaining above target
levels, especially where wage growth is significant. In CEE, inflation has moderated due
to lower energy prices and favourable statistical base effects. SEE faces higher inflation
due to strong wage dynamics. In Russia, inflation has risen again, driven by geopolitical
tensions. Forecasts indicate a gradual decline in inflation, with CEE at 2.9%, SEE at 4.2%, ~ Head of International Research Network
and EE at 6.9% in 2024, with all moving closer to their targets in 2025.

Giovanni Barone

International Research Team
[J Monetary policies

Cenftral banks in CEE, SEE and EE are shifting towards more accommodative policies as

inflation pressures decline. This includes lowering policy rates to support economic growth,

with strategies tailored to each country's conditions. For example, the Czech Republic

reduced its rate to 5.25%, while Hungary and Poland are expected to follow with

decreases to 6.25% and 5.25%, respectively, by the end of 2024. These adjustments aim to

stimulate economic activity and manage inflation expectations.

M Banking aggregates

[J Loans
Divergent loan growth trends are observed across the regions. CEE's lending slowdown is
influenced by past economic downturns and regulafory fightening, while SEE is
experiencing accelerated corporate lending, driven by economic improvements. Loan
growth in CEE is projected to reach 3.9% in 2024, mainly driven by Poland's recovery. SEE
loan growth is expected at 4.7% in 2024, with a strong performance in Croatia. In EE,
Russia's loan growth remains robust due to state subsidies and high investment demand.

[J Deposits
A surge in deposits across all regions indicates precautionary saving amid the economic
uncertainties. This trend reflects a collective response, aimed at safeguarding assets
against an unpredictable economic backdrop. CEE deposits grew by 6.9% yoy in March
2024, SEE by 10.4% and Russia surged by 31%. The projected deposit growth for CEEis 3.7%
in 2024 and 4.8% in 2025, and for SEE is 6.9% in 2024 and 6.1% in 2025.

B Conclusions and perspectives

Looking forward, we expect the global economic landscape to evolve, with continued
moderate growth and easing inflation. Central banks are likely to persist in their efforts to
balance monetary policies to support the economic recovery. The banking sector is
positioned to navigate the complexities of varying regional economic conditions and will
focus on maintaining stability and fostering growth through strategic lending and deposit
initiatives. An emphasis on resilience and adaptability will be crucial in shaping the economic
frajectory in the coming months.
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The note considers the countries with Intesa Sanpaolo subsidiaries: Slovakia, Slovenia, Hungary and Czech Republic among the CEE countries;
Albania, Bosnia, Croatia, Serbia and Romania among the SEE countries; Russia, Moldova and Ukraine among the EE countries; and Egypt among

the MENA countries. It also includes Poland among the CEE countries, where ISP is present with a branch.
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Recent developments

On a quarterly basis, the GDP of the CEE area in 1Q24 increased by 0.5% qoq (weighted average),
vs 0.2% growth in the previous quarter. GDP growth in the CEE region accelerated to 1.2% in 1Q
from 1.1% in the previous one. Based on the specifics of each country in the region, and within a
rather wide range, in 1Q24 a positive economic trend was evident in Hungary (1.1%), Poland
(1.4%), Slovakia (2.7%) and Slovenia (2.1%), while in the Czech Republic the GDP dynamic
remained in negative ferritory (-0.3%). The higher contribution to annual GDP growth was
provided by private and public consumption. Despite the still weak external landscape, foreign
net demand contributed positively to GDP growth, while the effect of gross capital formation
remained negative. For 1Q24, among the countries in the SEE area, only data relating to Croatia
(3.9% yoy), Romania (0.1% yoy) and Serbia (4.7%) are currently available.

The latest releases of high-frequency economic indicators are still mixed, but generally point to a
positive, although still weak, cyclical phase in the coming quarters. In March, in the CEE area,
industrial production confracted by 6.1% yoy from +2.3% yoy in the previous month (on a
weighted average basis [w.a.]) and the real retail sales trend remained positive (4.6% in March),
albeit slightly lower than the previous month (5.8%). In March, nominal export dynamics remained
negative (about -14% yoy) due to slowing prices. A similar figure was observed in the SEE region,
where industrial production contracted further in March (-5.3% yoy), but real retail sales grew by
3.7% yoy. In May, the Economic Sentiment indicator improved in the CEE region with respect to
1Q24 (to 99.2 from 98.8) and remained around 86 in the SEE area.

Albeit with variations by country, inflationary pressures are cooling in the CEE and SEE area.
However, the trend in consumer prices is still above the central targets of national banks, with
upside risks, as the Russia-Ukraine war, conflict in the Middle East and geopolitical fragmentation
may fuel international tensions. Aggregating the data (w.a.), due to weakening energy prices,
favourable base effects — and in some cases, to the strength of national currencies — harmonized
inflation was 3.1% in the CEE region and 5.7% in the SEE area.

At their most recent meetings, the Czech Republic central banks reduced their policy rates to
5.25%, while the Hungarian and Polish national banks held their rates steady at 7.25% and 5.75%,
respectively. In their last meetings, the central banks of Albania, Romania and Serbia kept their
policy rates at 3.25%, 7.0% and 6.5%, respectively. In the financial markets, long-term yields
increased in several CEE and SEE countries vs. three months ago and spreads grew vs. 10Y Bund
yields. Due to geopolitical tensions relating to the conflicts in Ukraine and the Middle East, and
concerns about the economic implications, particularly for those countries more exposed to
energy imports, national currencies depreciated in 1Q24 but some recovery has been observed
in recent months.

Industrial production % yoy — CEE/SEE

Antonio Pesce, Francesca
Pascali, Davidia Zucchelli
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Outside the CEE/SEE regions, EE countries continued to grow despite the pitfalls arising from  In the EE region, inflation rose
geopolitical tensions. In 1Q24, GDP increased by 5.4% yoy (from 4.9% in 3Q23) in Russia and by  in Russia and fell in Moldova,
4.7% yoy in 4Q23 (from +9.6% in 3Q23) in Ukraine; it grew in 4Q23 by 0.2% (from 4.2% in 3Q23) in  Ukraine and Egypt

Moldova. In Egypt, GDP grew by 2.3% yoy in 4Q23 (2.7% in 3Q23). Moving to high-frequency

indicators, in April, industrial production grew (by 3.9% yoy) in Russia (from 4.0% in March),

Moldova (-0.6% in March), and in Ukraine (+22.6% in December 2023). In Egypt, it decreased by

11.6% in January vs a decrease of 9.7% in December. In April, retail sales increased in Russia by

8.3% (vs +11.1% in March), and in December they grew by 19.9% in Ukraine (vs +23.9% in

November). In Russia, consumer prices decelerated from April 2022 to May 2023, but from July,

they began to rise again (7.8% in April 2024), up to the CB targets (4.0%). In April, prices rose in

Ukraine to 3.2% (unchanged from March). In Moldova, in April the CPl was 3.5% vs 3.9% in March.

In Egypt, inflation rose by 32.5% in April, down from the +33.3% of March, but still well above the

upper end of the CB's corridor (7% * 2%).

With regard to banking aggregates, lending growth confinued to be supported in March by the  Bank loans accelerating
macroeconomic context improving slightly and declining interest rates. Loans increased by 1.6%  slightly
yoy vs 0.9% yoy in February in CEE countries and accelerated marginally from 4.5% yoy to 4.6%
yoy in SEE countries. The improvement involved all countries in the region, with the exception of
Slovakia, where lending rose by 2.58% in March from 2.91% y/y. Particularly strong was the
recovery in Poland, where lending narrowed its decline from -2% to -1% y/y in March, thanks to
the gradual unwinding of the drop in loans to households denominated in foreign currency.
Loans to the private sector accelerated further in all SEE countries but especially in Croatia and
Bosnia, which increased by 7.8% yoy and 8.2% yoy respectively as of March. Lending accelerated
in both institutional sectors in the CEE, but was particularly strong in the corporate segment, where
the average rose from -0.2% y/y in February to 1.3% y/y in March. The largest confribution came
from Poland and Slovenia, where the aggregate strengthened while staying in negative territory
(-2.2% and -3.6% y/y in March from -4.7% and -5% y/y in February, respectively). In SEE countries,
corporatfe lending slowed only in Romania from 6.3% yoy in February to 5.1% yoy in March,
accelerating in all other countries. NPL ratios have remained low everywhere so far. There are no
signs of liquidity fensions in general. Only in Slovakia did the loan/deposit ratio remain over 100%.
Higher wages and precautionary motives continued to support deposit growth in both the CEE
(+6.9% yoy in March) and SEE (10.4%) areas, in nominal terms. Banking interest rates decreased
in almost all countries (especially in Hungary). In the EE area, loan growth remained strong in
Russia (23.2% yoy in February), for both corporates (23.3% yoy) and households (23.1%). In
Moldova, the loan performance (+6.7% yoy in March) was moderate for corporates (1.6% yoy)
and robust for the household sector (15.4% yoy, accelerating gradually in the last year). Total
deposit growth from the private sector remained vigorous (from 31% yoy in February in Russia), in
both the corporate (+36.7% yoy) and household sectors (+26% yoy). In Egypt, banking
aggregates saw continued strong dynamics in nominal ferms, with loans increasing by 22.1% yoy
(in December, last available data) and deposits by 24% in March (but changes were in negative
territory in real terms).
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The international outlook

Global economic growth (3.2% in 2023) is expected to remain at 3.2% in both 2024 and 2025 (IMF,
WEQO April 2024), in line with the January WEO, due to a slight acceleration in advanced
economies — where growth is expected to rise o 1.7% in 2024 and 1.8% in 2025 — offset by a
modest slowdown in emerging market and developing economies — from 4.3% in 2023 to 4.2%
in both 2024 and 2025. The forecasts for 2024-2025 remain, however, lower than the historical
average (2000-2019, 3.8%) reflecting both the high policy rates by central banks, because of
previous monetary policy restrictions to fight inflation, and the withdrawal of fiscal support amid
high public debt. Inflation is falling in most regions thanks to the backdrop of resolving supply-side
issues and fight monetary policy. Global inflation is forecast to decline from 6.8% in 2023 to 5.9%
in 2024 and 4.5% in 2025, with advanced economies returning to their inflation targets sooner than
emerging markets (April 2024 WEO). The risks to global growth remain broadly balanced. On the
positive side, faster disinflation could lead to further easing of financial conditions, and less
restrictive fiscal policy than assumed in the projections could imply temporarily higher growth. On
the downside, new increases in commodity prices due to geopolitical shocks — including
continued attacks in the Red Sea — and supply interruptions in the global value chain or more
persistent underlying inflation could lead to tight monetary conditions for a longer period than
expected. Strong tax increases and significant cuts in public spending, as well as worsening
difficulties in the real estate sector in China, could also undermine economic growth.

In the US, the GDP dynamic is expected to decelerate from 2.5% in 2023 to 2.2% this year, slightly
downwardly revised from 2.3% in the Intesa Sanpaolo (ISP) March scenario, and then to 1.8% in
2025. The annual inflation rate in the US eased to 3.4% in April 2024 from 3.5% in March, which was
the highest reading since September. The Federal Reserve kept the target range for the federal
funds rate unchanged at 5.25%-5.50% during its May meeting for the sixth consecutive time, as
ongoing inflafionary pressures and a tight labour market indicate stalling progress in bringing
inflation back down to its 2% target this year. The ISP Research Department expects the policy
rate to fall to 5.00% by end-2024 (upwardly revised from March scenario). In the Euro Area, despite
the expansionary fiscal policies implemented through the PNRR af national level, ISP forecasts
that GDP growth for the full year will remain weak in 2024 (0.6%), although higher than that of
2023 (0.5%), and then strengthening to 1.3% in 2025. The war in Ukraine and tighter monetary
policy are sfill weighing on the economic dynamic. The annual inflation rate in the Euro Area rose
for the first tfime in five months to 2.6% in May 2024 from 2.4% in each of the previous two months.
It is expected to decrease slightly in the coming months, and the end-of-period level is projected
to be 2.3% in 2024. The European Central Bank began monetary loosening at its June meeting,
lowering the policy rate by 25bp to 4.25% (deposit rate to 3.75%). At ISP, we expect the deposit
rate to reach 3.25% by eop in 2024. Among emerging countries, China’s GDP growth has been
revised downwards with respect to the March scenario at 4.7% in 2024 and 5.0% in 2025. Overall,
for the Emerging and Developing Economies, economic performance is expected to remain
relatively robust (about 4.2% in WEO projections for 2024-25).

Global economic growth is
steady, but at risk among
regions
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The economic outlook

Growth and inflation

Looking ahead, we expect GDP in the CEE and SEE areas to continue recovering in the coming
months, albeit at a relatively modest rate due to the previous monetary restrictions implemented
by policy authorities, which are weighing on the financing conditions of economic agents.

Our new baseline projects GDP growth in the CEE area at 2.4% yoy in 2024, and this was confirmed
with respect to the March scenario. The GDP dynamic in the SEE area has been confirmed too
(2.6%), thanks to the positive path in all countries and especially in Croatia. The forecasts for the
following year have been increased slightly in CEE (2.9% from 2.7%) and confirmed in SEE (3.2%).

The prevailing risks to the outlook are broadly balanced. On one hand, inflation could be more
persistent than expected given the wars in Ukraine and the Middle East could escalate, and
fighter global financing conditions could hamper economic recovery. On the other, without
further frictions in the international landscape, the base effects could lead to stronger than
expected disinflation and therefore further easing of financial conditions.

Inflation is projected to decline, even if remaining above central banks’ targets in most cases in
both the CEE and SEE regions — parficularly in those countries where wage dynamics have
strengthened significantly. The inflation forecasts for 2024 have been roughly confirmed (at 2.9%
in the CEE area and at 4.2% in the SEE area in the end of period data 2024) and are expected to
move closer to CB targets in the following year.

Due to better-than-expected data, GDP growth forecasts for the EE region have been revised
upwards. For Russia, it was raised to +3.4% in 2024 from +1.9% projected in March; we have left
2025 numbers unchanged. For Ukraine, estimates were lowered to +3.3% from +3.9% in 2024 and
to +5.4% from +5.7% in 2028. Estimates are also lowered for Moldova for 2024 (+2.5 from +4.1%).
Price pressures are expected to grow in Russia, Ukraine and Moldova. In Russia, where inflation
began to accelerate again from June 2023, it is expected to reach the CB's targets in 2027. For
Egypt, we lowered our GDP growth estimate to 3.5% from 3.9% in March for calendar year 2024
and we left it unchanged at 4.1% for 2025. Inflation is expected to fall fo 25.1% by year-end 2024,
and to 15.0% in 2025. It is not expected to move back to the CB’s target before 2028.

ICE-BRENT CRUDE OIL (Barrels $) ICE-BRENT CRUDE OIL (Barrels $) ICE-NATURAL GAS (Therm £)

GDP forecasts for 2024 have
been confirmed on a
recovery path, even if still
weak

Risks to our forecasts
continue to be balanced

Inflationary pressures are
expected to continue
declining, but to remain
above CB targets in the
coming months in most CEE
and SEE countries
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Monetary policy and financial markets

At its meeting in September 2023, the Board of the National Bank of Poland began to ease
monetary policy, followed by the Hungarian National Bank, which started monetary easing in
October and the Czech Republic in December. As inflationary pressures are declining, in our
baseline scenario, reductions in policy rates should continue in the coming months albeit at a
more rapid rate than in the March scenario. In Hungary, where the policy rate is currently 7.25%,
we expect to see 6.25% at year-end 2024 (upwardly revised from the March baseline). In Poland,
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we expect the policy rate to decline to 5.25% eop in 2024 (upwardly revised with respect fo the
March scenario). The Czech Republic’'s national bank is expected to lower the rate to 4.0% by
year-end. In Romania, the policy rate is expected to reach 6.25% (upwardly revised) by year-end
2024. For Albania, we expect the policy rate to remain at 3.25% through end-2024. For Serbia, the
projections are 5.5% and 4.25% at year-end 2024 and 2025, higher than the March scenario.
Money market rate projections have been revised accordingly.

Outside the CEE/SEE regions, due to a new phase of large-scale structural fransformation of the
Russian economy, Russia’s CB, after six policy rate increases, has left the policy rate unchanged
at 16% since December 2023. The central bank anticipated its tightening cycle last year and is
now adopting a very restrictive monetary stance (with the policy rate much higher than current
and expected inflation). For 2024, we raised our estimates for the CBR's key rates from the March
forecast due to the high level of inflation and structural budget deficit. We also raised them for
2025 and 2026. In Moldova, the central bank has lowered its refinancing rate tree times since
January to the actual 3.6% (from 4.75%) due to the declining inflation trend. In Ukraine, the CB
decided to reduce the key interest rate from 15% to 14.5% in March and to 13.5% in April. The
further decline in inflation, stable currency market conditions and positive developments in the
external assistance outlook suggest an early resumption of the interest rate policy easing cycle is
possible. In Egypt, after the rise of 200 basis points at its meetfing on 1 February, the CB at its
extraordinary meeting on 6 March, in line with the confinuation of the central bank's restrictive
stance, decided to raise key interest rates by 600 basis points to 28.25%. The CBE emphasises that
the anchoring of inflation expectations is crucial and justifies this response to bring the real interest
rate into positive territory. Also, the elimination of the parallel foreign exchange market should
dampen inflationary expectations, contain underlying inflation and, as a result, overall inflation
should follow a path of steady deceleration in the medium term. However, upside risks fo the
expected inflation path include regional geopolitical tensions, expected volatility in infernational
commodity markets and the state of global financial conditions.

The profiles for long-term yields have been revised slightly upwards overall across the forecast
horizon with respect to our March scenario in the CEE/SEE region, due to the forecast higher path
for Bund yields. In FX markets, exchange rates are expected to move around the current values
in the CEE/SEE area overall in 2024 and 2025.

Short-term interest rates 2022-24 (% end of period, ISP forecast)
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Banking aggregates and interest rates

Forecasts for banking aggregates have been revised slightly by ISP for many countries for 2024,
mainly because of recent monthly performances which have been better than expected in both
the CEE and the SEE regions. Specifically, stronger lending data for March and the economic
context explain the revisions to our lending estimates for 2024, particularly regarding the SEE
countries. Similarly, deposit forecasts have been revised slightly upwards in 2024 and substantially
confirmed for the following years. On the assets side, banks are benefiting from low ratios of non-
performing loans and high regulatory capital. Funding tensions could increase in some countries,

Lending is still expected to
recover in 2024
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mainly in Slovakia and Russia, where LTD ratios are very high. In general, however, banks can rely
on granular and stable funding bases and conservative liquidity buffers to weather heightened
volatility risks. They may count on broad bases of core, sticky domestic deposits and have a
moderate reliance on market-sensitive institutional or external funding. Furthermore, loan/deposit
ratios are generally low. However, revisions to policy rates and moderately higher NPLs and
provisions could have negative impacts on interest margins and profitability.

Loan growth is forecast to increase in 2024 by 3.9% in the CEE and 4.7% in the SEE countries. Among
CEE countries, the loan recovery in Poland (from -2.5% to 4.3% in 2024) will drive the regional
average. In the SEE area, both Romania and Croatia are expected to stabilize (to 4.5% yoy in
2024, lower than expected in March, and to 7.4%, much higher than expected, respectively).
Lending will be negatively affected by higher interest rates in real terms, due to decreasing
inflation. Furthermore, demand for credit could be supported by improving real disposable
incomes supporting consumer lending, as has been happening in the last few months in many
countries. NPLs are expected to rise, as indicated by current Stage 2 exposures (source: EBA),
specifically where the increase in real interest rates — and the associated rise in private sector
debft servicing costs — has been particularly sharp. Taxes will weigh on bank activity particularly in
Romania.

In the CEE area, lending is expected to accelerate in 2024 to 3.9%, driven mainly by Poland (from
-2.5% in 2023 to 4.3% in 2024), and in Slovakia where lending has been revised downwards from
4.6% forecast in March to 4%. In Slovakia, the fightening of the countercyclical capital buffer from
1% to 1.5% (from August) is expected to weigh on lending. In Slovenia as well, a better-than-
expected performance in the last few months prompts a revision from 1.6% seen in March to 3.3%
in 2024. The new economic landscape will also affect lending in the SEE countries (4.7%, revised
downwards slightly because of Romania’s deceleration, in 2024). Croatia is expected to remain
the best performer in the area (from 8% in 2023, to 7.4% in 2024).

In the EE area, a much stronger-than-expected performance in the first part of the current year
required a further lending revision to 10.1% in Russia (by +2pp vs the March forecast). Deposit
forecasts have been revised upwards in both the CEE (from 7.8% in 2023, thanks to a better-than-
expected performance in Hungary and Slovenia fo 3.7% in 2024) and the SEE (from 10.8% to 6.9%
in 2024) countries. On the other hand, uncertainties about the economy and the evolution of the
war could support deposit growth, due to prudence. In Russia, deposits are forecast to rise
strongly from 29.1% in 2023 and then by 9.9% in 2024. In Egypt, loans and deposits are expected
to decelerate from 22.1% and 18.5%, respectively, in nominal terms in 2023 to 13.2% and 15.2% in
2024 (strongly revised upwards because of the pound’s depreciation).

Lending and deposit interest rates (% end of period)* Lending and deposit interest rates (% end of period)*
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Country-Specific Analysis

Real Economy

We are keeping our outlook broadly unchanged, projecting a relatively smooth recovery in 2024  Zdenko Stefanides
after the recession in 2023. However, we expect the recovery to be quite slow and we do not

expect the Czech economy to show a return to potential growth until 2025. In 2024, growth will

be due almost exclusively to the revival in household consumption, while investments and net

exports will not start contributing positively to real GDP growth until next year. Fiscal policy will also

significantly dampen GDP growth this year, mainly due to the consolidation package, while in

2025 this will likely have a roughly neutral effect.

In 1Q24, private consumption saw a strong rebound, manifested in a 2.1% real increase yoy, a
massive improvement after the two-year long 2% yoy average contraction. The revival of
consumer spending relies on inflation plunging and allowing real wage growth to rebound to
positive territory. The labour market, meanwhile, is forecast to remain tight, with an EU-low
unemployment rate, which is also supporting consumer confidence.

Financial Markets

The Czech National Bank (CNB) has been one of the most active central banks in Europe, moving
interest rates speedily on the way up and now also on the way down. Since December 2023, it
has cut rates at each of its policy meetings, by a cumulative 175bps as at May 2024. Rates will
confinue be cut going forward, albeit at a slower pace than hitherto as inflation is foreseen o
hover slightly above the CNB target rate of 2% in the months ahead. By the end of 2024, we see
a further 125bps easing in total, which would bring the two-week repo rate to 4.0%, from 5.25%
now and a 7.0% peak last year. A further 50bps easing is pencilled in for 2025, the same as was
foreseen in the March scenario. In terms of the currency, we maintain our forecast of a slight
appreciation from the temporarily weaker levels against the euro caused by the narrowing
interest rate differential.

Banking Sector

In the banking market, we continue to foresee balanced growth in both loans and deposits, slightly
above 4% yoy, which would keep the loan-to-deposit ratio at a comfortable level of 71%. In terms
of mortgage lending, the CNB has reaffirmed the standing macroprudential limits, keeping active
only the LTV limit at 80% (?0% for applicants under 36 years of age). The DSTI and DTl indicators were
deactivated a while ago. We note that the CNB announced a further lowering of the
countercyclical capital buffer to 1.25% from 1 July. The aggregate amount of capital reserves has
nonetheless been maintained as it also set the systemic risk capital buffer at 0.5%, effective 1
January 2025, in order to strengthen the banking sector’s resistance to systemic risks.

Forecasts Industrial production and inflation

2022 2023 2024F 2025F 10 20
Real GDP yoy 2.4 0.3 1.4 2.6 8
CPI (eop) 15.8 6.9 2.3 2.0 6 15
Euro exch. rate (value, eop) 24.3 24.5 24.4 24.0 4
Short-term rate (eop) 7.3 7.0 4.2 3.7 5 0
L/T bond yields (eop) 4.8 4.0 4.2 4.4
Bank loans (pr. sector, yoy) 4.5 6.6 4.3 4.5 0
Bank deposits (pr. sector, yoy) 4.2 7.5 4.1 4.1 2 5
Lending int. rate (corp., eop) 9.0 8.2 4.7 3.7 -4
Deposit int. rate (hh, eop) 6.0 5.7 3.2 2.3 -6 0
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Note: Average values are available in the Country Outlook Table Source: Czech Statistical Office
Source: Intesa Sanpaolo Research Department forecasts
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Hogary . .|
Real Economy

1Q24 real GDP growth confirmed the ongoing economic recovery, but also suggested that itis ~ Mariann Trippon
not yet broad-based. This year household consumption will be the key engine of growth,
supported by improving labour market conditions, rising real wages and strengthening
confidence. However, investments will remain weak. On the production side, the industrial sector
is still being weighed down by weak demand, though growth may gain some momentum in 2H,
in line with the Eurozone recovery. The fast disinflation trend broke in April, and headline CPI
picked up to 4% in May. Inflation is likely to fluctuate in a relatively wide range in the remaining
part of the year, and average 2024 CPI could be slightly above 4%. The 3% central bank target is
not likely to be met in a sustainable manner until 2H25. The labour market has stabilised, mirroring
the pick-up in activity. Demand for labour is expected to strengthen in the upcoming period and
the unemployment rate is set to gradually retreat to below 4%. The persistent shortage of skilled
labour will keep nominal wage growth above inflation. The country’s external balances remain
stfrong and the C/A could post yet another surplus this year. The fiscal situation is more challenging
though, and reaching the 4.5% deficit target might be impossible without additional measures.

Financial Markets

The central bank continued its cautious easing cycle, with the base rate having been reduced
by a cumulative 1,075bps to 7.25% by May. The NBH will continue to pursue a prudent, cautious
and data-driven monetary policy. The expected interest rate frajectory of the major central
banks and the fragility of the FX rate will significantly reduce the room for manoeuvre in 2H, with
the policy rate now expected to finish the year above 6%. The HUF remains extremely sensitive to
shifts in global risk sentiment and negative domestic news. This, along with the gradually
decreasing interest rate differential, is hindering any meaningful appreciation. The central bank,
however, will not tolerate a major depreciation either. Therefore, the EUR/HUF could trade in the
385-400 range in 2H.

Banking Sector

Loans in the banking sector grew by only 1.3% over the first four months of 2024, driven by the
weakening of the HUF in corporate loans and the pick-up of the housing loan market in
households. Customer deposits increased by 4.5%, mostly driven by the household sector, where
the 13th month exira pension and large government bond interest payments boosted deposit
volumes. In the corporate deposit market, the growth rate was only 1.0% in the same period. With
subdued economic growth and still relatively high interest rates, loan volumes may grow by about
2% in 2024, and we expect the same rate of growth in the deposit market as the increase in the
household sector is expected to slow.

Forecasts Industrial production and inflation

2022 2023  2024F  2025F 15 30
Real GDP yoy 4.6 -0.9 2.5 3.2 10 5
CPI (eop) 24.5 5.5 52 3.4
Euro exch. rate (value, eop) 407.2 381.8 389.3 385.5 5 20
Short-term rate (eop) 16.1 10.3 6.2 5.1 0 15
L/T bond yields (eop) 8.6 6.2 6.6 6.1
Bank loans (pr. sector, yoy) 11.6 3.3 1.9 5.3 -5 10
Bank deposits (pr. sector, yoy) 2.5 0.3 2.2 4.5
Lending int. rate (corp., eop) 11.5 12.4 7.9 4.7 -10 S
Deposit int. rate (hhs, eop) 12.3 7.7 3.9 2.7 _15 0
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@ o @ g o W @ P ol
Il nd. Prod. {%yoy) [ Inflation {rh. sc.)

Note: Average values are available in the Country Outlook Table Source: Hungarian Central Statistical Office
Source: Intesa Sanpaolo Research Department forecasts
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Real Economy

We maintain our outlook for 2024, foreseeing real GDP increasing by 2.7% on the back of  Zdenko Stefanides
recovering consumer demand. The trend of households regaining their real purchasing power

and their willingness to spend was upheld in 1Q GDP data. We see strong consumer spending

ahead, despite inflation likely picking up due to the expiration of inflation-shielding measures.

Public consumption has also contributed to the recent growth as the government is running a

higher deficit than last year.

In tferms of investments, 1Q data confirmed rather slow activity, the result of the payback in EU-
funded projects following the rush to spend the funds from the previous programming period late
last year. Nonetheless, there remains a good chance of investments recovering in the later part
of the year and in 2025 when RRP funds will be utilised in full. In regard to exports, we are now a
bit more positive than we were three months ago as we are seeing tentative signs of an
improvement in the German manufacturing sector and the Eurozone in the second half of 2024.

Financial Markets

The National Bank of Poland (NBP) pre-empted the decline in inflation with an early policy
adjustment of 100bps in the autumn of 2023. Since then, the NBP has held rates steady at 5.75%,
arguing that inflation risks persist and noting the concurrent bold wage demands. NBP president
Adam Glapinski, meanwhile, even ruled out any easing in 2024, pointing instead to mid-2025.

We remain of the view that rates will be cut this year overadll, if by less than foreseen back in
March. In March, we forecast a 75bps easing by the end of 2024; we now project a 50bps
cumulative easing instead. For the end of 2025, we nonetheless maintain our forecast that the
policy rate will be 4.0%.

In terms of the currency outlook, we maintain our previous view, projecting a broadly stable zloty
at about 4.50 vs. the euro. We also largely maintain our yield forecasts.

Banking Sector

In the banking market, we expect loan volume growth fo recover in 2024 as the economy starts
recovering and the past easing of financial conditions passes through to borrowers. After
surprising on the upside in 2023, deposits are likely fo return to the previously established pace of
growth, which was more aligned with projected loan growth. The loan-to-deposit ratio of the
Polish banking sector is thus expected to remain around its recently improved and very
comfortable level of 67%.

Forecasts Industrial production and inflation

2022 2023  2024F  2025F 20 20
Real GDP yoy 4.9 0.1 2.7 3.1 15
CPI (eop) 16.6 6.2 2.6 3.1 15
Euro exch. rate (value, eop) 4.7 4.3 4.5 4.5 10
Short-term rate (eop) 7.0 5.8 5.2 4.2 5 10
L/T bond yields (eop) 6.6 5.2 5.3 5.5
Bank loans (pr. sector, yoy) 0.2 -2.5 4.3 4.8 0
Bank deposits (pr. sector, yoy) 5.6 10.5 3.8 5.2 5
Lending int. rate (corp., eop) 8.7 7.8 6.4 4.1 E
Deposit int. rate (hh, eop) 6.5 4.6 3.4 2.3 -10 0
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Note: Average values are available in the Country Outlook Table Source: Statistics Poland
Source: Intesa Sanpaolo Research Department forecasts
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Real Economy

Slovakia’s GDP posted positive +0.7% qoqg growth in 1Q24, despite our expectations of a siowdown
due to the base effect, with strong EU funds drawing at the end of 2023. The growth was due to
stronger household spending, as well as government consumption. In addition, both European and
local sentiment indicators continued to improve during April and May, which may result in even
stronger aggregate demand during the rest of the year. This leads us to revise our 2024 GDP estimate
upwards to 2%, with a further acceleration expected next year, as the situation in local industry and
exports is projected to improve significantly. The labour market could thus remain very tight, with the
unemployment rate staying close to an all-tfime low and wages growing swiftly yoy, at least in 2024.
Together with much-lower inflation, this means that real wages should add as much as 5% in
purchasing power this year, on average. The average net real wage has already topped the pre-
inflation high of 2021 and increased fax bonuses for children are further boosting households’
spending power. In regard to inflation, the CPI rate probably reached its low in April at 2.1% and will
have to go higher by January 2025 due to the expected liberalisation of natural gas and heating
prices. Nevertheless, the growth in real wages should continue.

Financial Markets

The European Central Bank decided to cut its key rates for the first time since 2019 in early June,
in line with market expectations. However, its further moves remain unclear as the inflationary
pressures in the euro area have not dissipated completely; core inflation stepped up to 2.9% in May
and negotiated wages accelerated again in 1Q24. However, we still expect inflation pressures to
ease in the coming months and therefore the ECB could cut rates again in September and
December. This could move interbank rates further down, although longer-term rates may remain
at current levels as benchmark 10Y government bond yields, currently around 3.7%, may slightly
increase. With the risk premium still high compared to Germany, S&P and Fitch recently confirmed
Slovakia's credit rating at previous levels. A Moody's assessment is expected in June, but with its
already negative outlook, this may be less positive and it could bring the rating down by one notch
due to the lack of a credible path towards lowering the public finance deficits.

Banking Sector

Local banking business continues at a slower pace due to the higher interest rate environment.
Particularly due to the fallin demand from the corporate sector, the total loan amount has basically
been stagnating since fall last year. This leads us to revise the expected growth rate for 2024 down
to 4.0%. Bank deposits are now growing again, mainly thanks to the rising real incomes of
households. In addition, the National Bank of Slovakia said it did not foresee any major threats to
the stability of the local banking system in its June report. A small threat to the level of bank deposits
may stem from the government’s aim to emit retail bonds to diversify its portfolio of creditors.

Michal Lehuta

Forecasts Industrial production and inflation
2022 2023 2024F  2025F 10 20
Real GDP yoy 1.9 1.6 2.0 2.6
CPI (eop) 15.4 59 2.5 37 5 15
Short-term rate (eop) 2.1 3.9 3.2 2.5 0
L/T bond yields (eop) 3.2 3.3 3.5 4.4 10
Bank loans (pr. sector, yoy) 10.4 3.4 4.0 4.6 5
Bank deposits (pr. sector, yoy) 5.9 4.6 5.1 4.9
Lending int. rate (corp., eop) 3.8 5.8 2.8 2.6 10 5
Deposit int. rate (hh, eop) 0.0 1.3 1.0 0.9
-15 0
‘T > ) 3 ) b
beﬂ Qb‘\rﬂ’ o \rﬂ' \f),\rﬁ’ 0'31\rl Qbﬂ, NG s \q,\q' be\q’
Il nd. Prod. (%yoy) [ Inflation {rh. sc.)
Note: Average values are available in the Country Outlook Table Source: Statistical Office of Slovakia
Source: Intesa Sanpaolo Research Department forecasts
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Slovenia

Real Economy

GDP in 1Q24 stagnated goq, with the annual rate reaching 2.1%. In spite of the strong labour
market, rising consumer lending and improved consumer confidence, private consumption
posted only a 0.1% qoq increase (+0.9% yoy) due to the introduction of new compulsory health
insurance (previously it was voluntary), which suppressed real-term net wage growth so that it
amounted to only 1.2% yoy in 1Q24. Public consumption grew by 1.2% qgoqg (+5.1% yoy), partly
due to measures alleviating the impact of last years’ floods. Investments sank by 1.8% qoq (+0.6%
yoy), in line with the negative trend of construction works. Exports rose by 2.4% and imports by
3.4% goq (-0.6% and -0.9% yoy). In 2Q24, according to the available data for April, trends
improved, with industrial production rising by 7.4% yoy and the foreign trade balance returning
to positive territory (exports +48.8% yoy due to a rise in pharmaceutical exports to Switzerland).
Retail trade dipped by 0.3% yoy in April, but on a positive note food sale increased by 3.0% yoy.
We expect to see a substantial improvement in industrial production and exports in the second
part of the year as the main frading partners see growth and global frade gains momentum. In
this June scenario we leave untouched our growth projection for 2024 at 2.3% yoy, envisaging an
acceleration to 2.7% yoy in 2025.

Average inflation in January to May fell to 3.1% yoy (May 2.5% yoy) amid the disinflation in food
prices and the moderating rise in the prices of services. We trim our estimate of the average
inflation rate in 2024 to 2.7% yoy, leaving our year-end forecast unchanged at 2.0% yoy.

Financial Markets

The 10Y government bond spread on the Bund continued to narrow, amounting to 70bps in the
first five months of the year, while the average yield stood at 3.0%. Our June scenario sees the
average spread at 60bps in 2024, with the yield at 3.0% (eop 55bps, 2.9%).

Banking Sector

Loans picked up and advanced by 0.2% yoy in April as corporate loans rose on a monthly basis
over the past two months. Household loans accelerated due fo the sharp rise in consumer
lending, whereas demand for housing loans remained modest, in line with the deteriorating real
estate market outlook. We expect loans to gather pace during the remaining part of the year,
thus we lift our projection for loan growth in 2024 to 3.3% yoy. Deposits are rising steadily and in
2024 are foreseen expanding by 3.5% yoy. The rise in savings interest rates has apparently come
fo an end as the ECB’s June cut was widely priced in; in April, the average interest rate on newly
agreed household time deposits was 30bps lower vs. its peak and on new corporate deposits
20bps lower.

Ana Lokin

Forecasts Industrial production and inflation
2022 2023 2024F 2025F 20 12
Real GDP yoy 2.5 1.6 2.3 2.7 15 10
CPI (eop) 10.8 3.8 2.0 2.0 10
Short-term rate (eop) 2.1 3.9 3.2 2.5 5 8
L/T bond yields (eop) 3.3 3.0 2.9 3.8 0 s
Bank loans (pr. sector, yoy) 9.8 -0.5 3.3 2.6
Bank deposits (pr. sector, yoy) 7.8 5.1 3.5 2.6 -5 4
Lending int. rate (corp., eop) 3.0 5.6 4.6 3.4 -10
Deposit int. rate (hhs, eop) 0.2 1.3 1.0 0.7 -15 2
-20 . - - —0
T ¥l ¥l $ol S b
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Il nd. Prod. {%yoy) [ Inflation {rh. sc.)
Note: Average values are available in the Country Outlook Table Source: Statistical Office of the Republic of Slovenia
Source: Intesa Sanpaolo Research Department forecasts
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Real Economy

Albania’s GDP expanded by 3.80% yoy in the fourth quarter of 2023, following the upwardly  Antonio Pesce
revised 3.8% increase in the third quarter. The main contributors to the economic growth were
construction activities, which saw a 10.8% rise, public administration and professional services with
a 10.8% rise, and real estate with 10.3%. Our forecast for GDP growth is confirmed with respect to
our March scenario. The annual inflation rate in Albania rose to 2.2% in May, from 2.1% the
previous month. Costs accelerated for food and non-alcoholic beverages (1.9% vs. 1.5% in April),
furniture and household equipment (3.7% vs. 3.5%), tfransport (1.1% vs. 1.0%) and communication
(0.1% vs. flat). On the other hand, prices eased for the remaining components of the basket, such
as housing and ufilities (2.2% vs. 2.3%) and miscellaneous goods and services (2.5% vs. 2.7%).
Meanwhile, inflation was steady for health (1.7%) and education (2.2%). On a monthly basis,
consumer prices were down by 0.2%, the same as in April.

Financial Markets

The base interest rate from the central bank remains unchanged at 3.25%. However, the CB
remains cautious of downside risks and shocks to the economy and is conscious of maintaining a
balance between economic growth and price reductions. According to the CB, CPI should
reach its 3% target by the last quarter of the year. Compared to a year earlier, the exchange
rate of the lek against the euro has appreciated. In recent months, the exchange rate has
stabilised at a level of EUR/Iek 105.

Banking Sector

Loans to the private sector increased by 6.8% yoy in March, up from 3.75% in December. This  Davidia Zucchelli
increase was mostly due to the expansion of mortgage loans. Household loans increased by

10.1% yoy and corporate loans by 4.8% yoy, accelerating from 0.7% yoy in December. In the

same period, total private deposits increased by 2.6% yoy, mainly in the corporate sector (9.6%

yoy), while household deposits were up by 0.6% yoy, gradually recovering from -3.5% yoy in

November. The non-performing loan ratio decreased marginally to 4.6% in March, from 4.7% in

December.

Forecasts Export and inflation
2022 2023  2024F  2025F 60 10

Real GDP yoy 4.8 3.3 3.3 3.3

CPI (eop) 7.4 40 23 3.0 40 8
Euro exch. rate (value, eop) 114.9 103.9 110.0 121.5 20 4
Short-term rate (eop) 2.5 3.0 3.5 3.6

L/T bond yields (eop) n.a. n.a. n.a. n.a. 0 4
Bank loans (pr. sector, yoy) 6.9 3.7 3.7 3.6

Bank deposits (pr. sector, yoy) 4.8 1.6 3.6 3.5 20 2
Lending int. rate (pr. sect., eop) 6.5 5.6 6.4 6.9

Deposit int. rate (pr. sect., eop) 2.5 2.3 2.6 2.4 _40 0
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Note: Average values are available in the Country Outlook Table Source: National Statistical Institute
Source: Intesa Sanpaolo Research Department forecasts
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Bosnia and Herzegovina

Real Economy

In advance of the national 1Q24 GDP release scheduled for 2 July, the outturn for the Republic  Ivana Jovié
of Srpska entity (accounting for roughly one-third of the natfional economy) indicates a mild
slowdown in gog GDP growth, to 0.5% from 0.6% in 4Q23, while on a yoy basis, growth
strengthened to +2.9% (vs. 2.4% in 4Q23). Similarly, country level 1Q high-frequency data indicates
relatively favourable dynamics, with strong domestic demand as retail frade volumes increased
by 2.8% qoqg and 12.6% yoy, supported by the 9.2% yoy nominal (7% real) average net wage
growth, as well as strong remitfance inflows at the end of last year. Simultaneously, the industrial
production doldrums continued and 1Q24 activity dropped by 4.8% yoy, with an annual decline
registered across the board, while merchandise exports nosedived by 12.5% yoy. On the other
hand, construction activity recorded 1.1% qoq and 2.4% yoy growth, primarily led by civil
engineering works (+6.0% yoy) as buildings construction declined by 1.7% yoy. As the available
April data indicates similar trends continued into 2Q24 as well, with retail frade volumes up by
13.2% yoy, industrial production down by 3.6% but exports finally up, by 4.9% yoy, we stick to our
FY24 GDP growth +2.2% call, with some slight upward potential pending the foreign demand
recovery.

Meanwhile, inflation remained stable at 2% over the first four months of the year, although with
relatively notable monthly dynamics ranging between 0.2-0.5% over the first three months, while
in April monthly inflation eased to 0.1%. Mirroring some upside pressures in the coming months,
we see average FY24 inflation in the area of 2.5%.

On 21 March, the country obtained negotiator country status and it is expected that the EC’s
negofiating framework will be prepared by July. Once the country fulfils the remaining eight
conditions, the official start of the negotiations will take place. In the meantime, even though
negofiations on the Election Law are still ongoing, the Central Election Commission has scheduled
local elections for 6 October, in line with imposed “technical amendments” to the Election Law,
as introduced by the Office of the High Representative.

Banking Sector

Credit demand remains strong, supported by solid economic activity, positive tfrends in the labour
market and the only-moderate rise in interest rates. April saw loans expand by 8.4% yoy and we
see loan growth reaching 6.9% yoy by year-end. Deposits continued to accelerate, increasing
by 11.4% yoy in April amid the credit rise, wage growth, subsiding inflation and rising remittances.
In our June scenario we upgrade our projection of this year's deposit growth to 7.6% yoy.

Forecasts Industrial production and inflation

2022 2023 2024F  2025F 10 20
Real GDP yoy 3.8 1.6 2.2 3.0
CPI (eop) 14.7 2.2 2.6 2.0 5 15
Euro exch. rate (value, eop) 2.0 2.0 2.0 2.0
Short-term rate (eop) n.a. n.a. n.a. n.a. 0 10
L/T bond yields (eop) n.a. n.a. n.a. n.a.
Bank loans (pr. sector, yoy) 5.3 6.8 6.9 5.2
Bank deposits (pr. sector, yoy) 3.2 10.2 7.6 5.7 -5 5
Lending int. rate (corp., eop) 4.0 3.9 n.a. n.a.
Deposit int. rate (hh, eop) 0.5 0.6 n.a. n.a. _10 0

3
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Note: Average values are available in the Country Outlook Table Source: Agency for statistics of Bosnia and Herzegovina
Source: Intesa Sanpaolo Research Department forecasts
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Real Economy

According to a flash estimate, 1Q24 GDP grew by 1.0% qoq, i.e., by 3.9% yoy, reflecting the strong
growth in personal consumption (+6% yoy) and investments (+10.8%). Simultaneously, exports
declined by 2% and, unlike previous quarters, goods exports increased by 2.9%, while services
dropped by 8.2%. More detailed data on the structure of the exports of services are yet not
available, however tourism statistics suggest a solid start to the year (the Croatian National Tourist
Board recorded an increase in foreign overnights of 21% in 1Q, while the Tax Administration
recorded an increase in the value of fiscalised invoices in hospitality services of 23%). Thus, we
tend to attribute the decline in services exports to frends in other categories, such as
manufacturing services on physical inputs owned by others. Since total imports grew by 2.2% yoy,
net foreign demand contributed negatively to headline growth. The gap between domestic
demand and the export component is also confirmed by the fact that GVA in industry recorded
a 2.3% decline (manufacturing industry -1.5%), while 13.1% growth was recorded in construction
and 6.3% growth in the service sector (frade, tfransport, tourism). The first high-frequency data for
2Q indicate a continuation of personal consumption growth, with retail frade volumes in April
having increased by 8.6% yoy, while the value of fiscalised invoices in the NACE G47 recorded
an increase of 11.7% yoy in May in nominal terms. Given the fact that in May inflation slowed to
3.3% (national index), this indicates another month of high single-digit growth in volumes as well.
Unfortunately, data also revealed that after three consecutive months of decline, and with
anaemic monthly growth recorded in March, industrial production stagnated mom in April, thus
declining by 2% yoy. Overall, the strong start to the year, together with the continuing
overperformance in domestic demand, favourable expectations for the main tourist season and
recovering foreign demand, supports our view that FY24 GDP will land above last year's 3.1%, i.e.,
at around 3.4%.

Financial Markets

The average 10Y government bond yield by the end of May amounted fo 3.3%, with the average
spread on the Bund at 90bps. The FY24 average yield is forecasted at 3.2% and the average
spread is expected to decrease to about 80bps, thanks to the expected rating upgrade.

Banking Sector

Loans sped up to 8.2% yoy in April as corporate demand strengthened, while household lending
is confinuously accelerating. We see the loan increase landing at 7.4% yoy in 2024, fueled by
sound GDP growth and healthy wage rises. Deposits ended April higher by 4.5% yoy, and by the
end of the year we see them slowing to 3.2% yoy amid outflows related to the issue of government
securities (citizens purchased net EUR 0.6Bn in T-bills in June and the MoF plans to issue a retail
bond in July).

Forecasts Industrial production and inflation

Ivana Jovié

Ana Lokin

2022 2023  2024F 2025F 6
Real GDP yoy 7.0 3.1 3.4 2.7 4
CPI (eop) 12.7 5.4 2.8 2.3
Short-term rate (eop) 0.2 3.9 3.2 2.5 2
L/T bond yields (eop) 3.5 3.3 3.0 3.9
Bank loans (pr. sector, yoy) 11.2 8.0 7.4 3.3
Bank deposits (pr. sector, yoy) 15.0 3.5 3.2 2.8 -2
Lending int. rate (pr. sect., eop) 3.6 5.2 4.9 4.1
Deposit int. rate (pr. sect., eop) 0.7 3.1 2.5 1.6

o o @ o o P G G

Hl \nd. Prod. (%yoy)

Note: Average values are available in the Country Outlook Table Source: Croatia Bureau of Statistics
Source: Intesa Sanpaolo Research Department forecasts
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Romania

Real Economy

First quarter GDP on 2024 growth was 0.4% goq and 0.1% yoy. Positive contributions came from
agriculture (+2.1% yoy), administration and defence (+0.9%), IT&C (+2.0%) and other cultural and
recreational activities (+7.0%), while the rest of the activities made negative confributions.
Expectations for 2024 have been lowered lately, to about +2.8% (IMF), versus the 3.4% budget
base assumption. In our opinion, 2024 GDP growth will be about +2.2% yoy.

Yoy CPI at the end of April was 5.9%, below March (6.6%) and in line with the NBR's projection.
Harmonised yoy CPI at the end of April also decreased to 6.3%. According to the NBR's latest
projection, at the end of 2024 yoy inflation should decrease to about 4.9%, while a return to the
target interval should occur in the third or fourth quarter of 2025.

Unemployment increased to 5.3% in April, from 5.2% in March. Wage growth is still high, with 13.9%
yoy at the end of March, which is putting pressure on the labour market since productivity and
inflation are atf lower levels.

The budget deficit at the end of April was 3.24% of GDP, the highest level for the last five years.
Taking into consideration the peculiarities of this year, and the already announced increase of
pensions and salaries, is hard to believe that this year's deficit will stay below 7.0%. Further fiscal
measures are needed to reduce the deficit, but they are not expected fill the fourth quarter of
the year, when the new government enters into force.

The current account deficit at the end of March 2024 was EUR 3.94Bn, almost the same as in
February 2023 (EUR 3.96Bn).

Financial Markets

In May's monetary policy meeting, the NBR kept unchanged the monetary policy rates (deposit,
Lombard and reference rate) as follows: deposit facility rate 6.00%, reference rate 7.00% and
credit facility rate 8.00%. In July, we might see the first 25bps cut, but there is a 50/50 chance due
to the high risks and uncertainties related to the budget deficit and possible correction
movements. The EUR/RON exchange rate was stable at about 4.97-4.98. The exchange rate is
used as a monetary policy instrument.

Banking Sector

At the end of March 2024, yoy growth on loans was 4.19%, with a strong component in RON
(6.53%), while EUR loans decreased by 1.03%. On the deposit side, the overall growth yoy was
12.15%, with RON loans up by 8.48% while foreign currency loans decreased by 0.33%.

Marius Pacurari

Forecasts Industrial production and inflation
2022 2023 2024F 2025F 10 16
Real GDP yoy 4.9 1.9 22 3.2 14
CPI (eop) 14.1 7.0 50 3.5 > 12
Euro exch. rate (value, eop) 4.9 5.0 5.0 5.1 0 10
Short-term rate (eop) 7.7 6.3 6.7 4.0 8
L/T bond yields (eop) 7.9 6.6 6.6 6.6 5
Bank loans (pr. sector, yoy) 11.2 5.9 4.5 6.0 6
Bank deposits (pr. sector, yoy) 6.7 12.9 8.1 7.1 10 4
Lending int. rate (pr. sect., eop) 9.7 8.6 9.3 7.2 2
Deposit int. rate (pr. sect., eop) 6.7 5.6 5.1 3.0 _15 . . , —0
T ¥l ¥l $ol S b
@ o @ g o W @ P ol
Il nd. Prod. {%yoy) [ Inflation {rh. sc.)
Note: Average values are available in the Country Outlook Table Source: National Institute of Statistics
Source: Intesa Sanpaolo Research Department forecasts
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Stafistical office data show GDP growth in 1Q24 landed at 4.7% yoy, 0.1pp higher than previously  Tijana Matijasevic
estimated. By component, economic activity was supported by private consumption, which
grew at the fastest pace for the past two years (+4.4% yoy, 2.9pp) and by investments (+7.3% yoy,
1.7pp). Negative contributions came from net foreign demand (-1.7pp), as the 3.2% yoy growth
inimports outperformed subdued exports (1.1%). High-frequency indicators point to a similar GDP
structure in 2Q24. Retail activity was strong, gaining 11.1% over the year to April (in constant
prices), as inflation slowed and real wage growth became stronger, supporting a higher level of
spending. Taking info account the positive trends in personal consumption and investments, we
believe this year's and next year's growth could be stronger than previously anticipated. Our
2024 GDP projection is upgraded to 3.5%, while in 2025 we expect to see Serbia’s growth reach
4% (up from 3.5% in our March scenario). The key drivers will be a further recovery in real spending
power and investment activity (with supportive roles from both the public and private sector), as
well as more supportive external demand. Yoy inflation stabilised at 5% in April, while on a monthly
level, consumer prices rose by 0.7%, reflecting increased petroleum product prices and
seasonally higher unprocessed food prices. Core inflation slowed to 4.8%, from 5% in March. The
NBS believes that yoy inflation will return to the target corridor (3%*1.5pp) in May, which also
matches our expectations. Overall, CPl is expected to average 4.3% this year, easing towards
3.3% next year.

Financial Markets

At its May meeting, the National Bank of Serbia decided to keep the key policy rate at 6.5% for
the 10th consecutive month. The NBS is expected to deliver its first 25bps cut in June or July,
particularly in light of the ECB’s cut, and to continue cautiously with gradual easing by year end.
The key rate is currently seen at the level of 5.5% at the end of 2024 and 4.25% at the end of 2025.
The dinar remains stable against the euro, supported by the central bank’s interventions on the
FX market. Amid prevailing appreciation pressures, the NBS has net bought a total of EUR 530M
since the beginning of 2024, in order to keep the EUR/RSD stable at about 117.2. Gross FX reserves
hit EUR 25.1Bn in April, their highest end-of-month level on record.

Banking Sector

In March 2024, total loans to the private sector rose by 1.3% yoy, led by household loans (+2.5%
yoy), while corporate loans stagnated compared to a year earlier. New production was higher
by 12.1% yoy in 1Q24, with robust growth in new household lending (+31.5% yoy), notably cash
loans. After a sluggish January-February, March saw a surge in new corporate lending, driving
new corporate loans to increase by 2.3% yoy during 1Q24. The deposit dynamic was stronger,
with total volumes higher by 10.5% yoy in March, supported by both the household and corporate
segments.

Forecasts Industrial production and inflation

2022 2023  2024F 2025F 10 20
Real GDP yoy 2.5 2.5 3.5 4.0 8
CPI (eop) 15.1 7.6 3.4 3.2 6 15
Euro exch. rate (value, eop) 117.3 117.2 117.2 117.4 4
Short-term rate (eop) 5.0 6.5 5.5 4.3 9 10
L/T bond yields (eop) n.a. n.a. n.a. n.a.
Bank loans (pr. sector, yoy) 6.5 1.0 2.6 4.9 0
Bank deposits (pr. sector, yoy) 6.9 11.7 6.1 5.9 -2 F O
Lending int. rate (pr. sect., eop) 10.0 10.5 9.3 8.4 -4
Deposit int. rate (pr. sect., eop) 6.2 5.7 4.6 3.6 _4 0

b
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Il nd. Prod. {%yoy) [ Inflation {rh. sc.)

Note: Average values are available in the Country Outlook Table Source: Statistical Office
Source: Intesa Sanpaolo Research Department forecasts
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Moldova's economy saw a slight increase of 0.7% in 2023, recovering only a small portion of the ~ Caraman Doina
5.9% contraction that occurred in 2022. GDP growth is expected fo be about 2.5% in 2024, with

growth of between 3.0-3.7% in the following years. This growth is conditional on a relatively good

performance of the national economy and reflects several factors: a) a gradual revitalisation in

consumption; b) an increase in wages and pensions in the public sector; c) a recovery in

agricultural production; d) a relative recovery of the economies of trade partners; and e)

relatively more relaxed policy conditions and lower global energy prices. In the medium term,

the anticipated robust growth is driven by the implementation of reforms, progress in Moldova's

EU candidacy and the recovery of domestic consumption and investments.

The consumer price index in Moldova eased to 3.5% yoy in April, from 3.9% yoy in March, and was
particularly dragged down by the price of ufilities. For 2024-2027, the annual inflation rate will
remain within the acceptable interval, fluctuating slightly around the central target of 5%.

Financial Markets

Successful disinflation has allowed the National Bank of Moldova to reduce the policy rate, taking
it from 21.5% in August 2022 to 3.60% in May 2024, with the loan and deposit rates also decreasing,
to 5.6% and 1.6%, respectively. The easing of monetary policy started at the end of last year,
aiming to support the economy, which shrank in 2022. The base rate is foreseen to slightly
decrease to 3.5% by the end of 2024, maintaining a 3% level for the remaining years of projection.
The 91-, 182- and 364-day treasury bill yields decreased by 1.0pp. 1.8pp and 1.67pp, respectively,
as of June 2024 vs. end-December 2023 levels, in line with the inflation trojectory and
expectations. For longer maturity government bonds, yields also saw a sharp downward
movement (-1.25pp) compared to their December levels.

Banking Sector

As of March 2024, loan portfolio growth (9.2%) was spread across all segments, with a particularly
stfrong contribution from household loans (18.3%) vs. corporate loans (3.%). On the other hand,
deposit growth decelerated, though still increasing by 17.4% yoy due to the 26.6% and 11.5% yoy
increases in the stock of corporate and household deposits, respectively. A deceleration is
expected for loans and deposits in the first year of the projection, accelerating in the remaining
years. Hence, loans are foreseen to grow by 3.3% yoy by the end of 2024, with an average growth
of 4.5% in the remaining years. The growth in deposits in 2024 is expected to be 6.8%, with the
same trend expected to be maintained, on average, in the following years. The lending and
deposit interest rates are expected to decrease in the following years given the effects of the
central bank's monetary easing measures.

Forecasts Industrial production and inflation

2022 2023 2024F  2025F 15 35
Real GDP yoy -4.5 0.7 2.5 3.0 10 -30
CPI (eop) 30.2 4.2 5.9 4.2 a5
USD exch. rate (value, eop) 19.5 17.8 17.7 18.2 5
Euro exch. rate (value, eop) 20.5 19.2 19.6 20.6 0 20
Short-term rate (eop) 20.0 4.8 3.5 3.0 -15
L/T bond yields (eop) n.a. n.a. n.a. n.a. -5 10
Bank loans (pr. sector, yoy) 9.3 3.7 3.3 4.4
Bank deposits (pr. sector, yoy) 5.4 19.9 6.8 7.4 -10 5
Lending int. rate (corp., eop) 12.9 9.3 7.2 6.4 _15 . , , 0
Deposit int. rate (hh, eop) 11.4 5.4 3.2 2.4 Q’E\,ﬁ Qb\rﬁ, cﬁ\{ﬂ \’L\rﬁ' Q%\qu Qb\q’% Oq\q:b \{L\q:b Q’b\q'h

Il nd. Prod. {%yoy) [ Inflation {rh. sc.)

Note: Average values are available in the Country Outlook Table Source: National Bureau of Statistics of the Republic of Moldova
Source: Intesa Sanpaolo Research Department forecasts
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Russian GDP grew by 5.4% yoy in 1Q24 (+4.9% in 4Q23). Considering this sign of recovery, andin  Francesca Pascali
line with the forecast of the central bank, we raise our estimate for 2024 GDP growth to 3.4% yoy,

from the previous +1.9%. GDP data for 1Q24 and high-frequency indicators for 2Q24 show that

the Russian economy continues to grow rapidly. However, in the first quarter of 2024, the calendar

effect of a leap year partly contributed to the annual GDP growth rate. Consumer activity

remains high, thanks fo a significant increase in household incomes and positive consumer

sentiment. According to business surveys, investment demand remains high. The Russian

economy still shows a significant upward deviation from a balanced growth path.

Financial Markets

At the meeting in June, the Bank of Russia (CBR) decided to keep the key policy rate unchanged
at 16.0% per annum. The CBR is keeping open the prospect of raising the key rate at its next
meeting, as the return of inflation to its target will require a significantly longer period of restrictive
monetary conditions in the economy than expected in April. Over the medium-term horizon, the
balance of inflation risks has shifted further due to inflationary risks associated with changes in the
terms of trade (also as a result of geopolitical tensions), persistently high inflation expectations
and an upward deviation of the Russian economy from the balanced growth path. The
confinuation of large-scale state subsidy programmes could slow the refurn to more moderate
loan growth rates. Disinflationary risks are mainly related to a faster slowdown in domestic
demand than expected in the baseline scenario. The planned changes in fiscal policy imply that
higher budgetary expenditures in the coming years will be financed by higher revenues from the
consolidated budget.

Banking Sector

Lending growth accelerated strongly in 2023 to 24.2% yoy, thanks to the persistently strong  Davidia Zucchelli
acceleration seen in the last available data and in line with the CBR's expectations, and it is then

expected to decelerate gradually in the following years (+10.1% in 2024, revised upward from

8.8% in March). Lending is expected to cool from year-end, as downpayments on subsidised

mortgages have been raised to 20%, the macroprudential regulation of both risky mortgages and

consumer loans has been tightened and interest rates have risen significantly. Loan growth

remained strong in Russia (+23.2% yoy in February), especially for corporates (+23.3% yoy), but

also for households, where loan growth stabilised at +23.1%. Total deposit growth from the private

sectorremained vigorous (from +31% yoy in February), particularly in the corporate sector (+36.7%

yoy in nominal terms) but also in the household sector (+26% yoy).

Forecasts Industrial production and inflation

2022 2023 2024F  2025F 10 20
Real GDP yoy -2.1 3.6 3.4 1.7 -1
CPI (eop) 11.9 7.4 5.5 4.3 6 15
USD exch. rate (value, eop) 66.6 90.91 94.4 953 4
Euro exch. rate (value, eop) 70.7 90.9 104.4 107.8 2 10
Short-term rate (eop) 8.4 15.7 16.3 14.2
L/T bond yields (eop) 1.3 12.2 16.1 147 0
Bank loans (pr. sector, yoy) 11.8 24.2 10.1 5.4 -2 5
Bank deposits (pr. sector, yoy) 11.0 23.4 9.9 5.6 -4
Lending int. rate (corp., eop) 8.9 16.1 17.2 15.5 _4 0
Deposit int. rate (hh, eop) 5.4 12.8 14.3 12.0 Q‘b\rﬂ Qb\{ﬂ & \qf), \’1.\()9' Qﬁ\q’% Qb\qj}z o \rl'b \q’\'ﬁ Q?)\r?’b(

Il nd. Prod. {%yoy) [ Inflation (rh. sc.)

Note: Average values are available in the Country Outlook Table Source: State Statistics Federal Service
Source: Intesa Sanpaolo Research Department forecasts
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Real Economy

Following the intensified shelling of Ukraine's energy infrastructure over the spring of 2024, Ukraine  Artem Krasovskyi
faced tight power rationing countrywide in May and June. The recent increase in the intensity of
hostilities and the renewed mobilisation campaign has exacerbated the already significant
shortage of qualified labour. Coupled with the overall uncertainty about further war prospects,
all of these factors have been weighing on economic activity and the NBU's business sentiment
monthly index went below 50 (neutral level) to 48.0 in May, after the upticks to 52.3 seen in April
and to 52.0 in March. We slightly worsen our GDP forecast and now see the economy expanding
by 3.3% this year (down from the 3.9% expected earlier) and by 5.4% in 2025 (down from 5.7%).
The renewed external financial aid and improving export logistics will support growth, while
significant damage to the energy sector will likely be a main drag on the economy. CPI started
to pick up in May, increasing to 3.3% yoy, from 3.2% in April and March. On a monthly basis, prices
grew by 0.6%, up from +0.2% in April and +0.5% in March. However, a larger acceleration is likely
fo follow given the notable (nearly two times) hike in consumer electricity tariffs in June and
expected raising of some taxes, as discussed by the government. In late May, Ukraine reached
a staff-level agreement with the IMF on the fourth review of the USD 15.6Bn IMF loan programme,
which paves the way for the next disbursement of about USD 2.2M. Among other terms, the
programme stipulates that Ukraine should restructure its external debt and now the government
is in talks on a USD 20Bn restructuring of its international bonds. However, the discussions with
bondholders and other creditors are still confinuing.

Financial Markets

Ahead of the MP meeting in June, we see a possibility for another 50bps key rate cut from the
current 13.5%. Based on the previous MP minutes, some of the policymakers see room for a bigger
key rate decrease by year-end, which would take it to 11.5-12%, as compared to the baseline
13% envisaged earlier. Following an increase in budget spending and partial relief in the currency
and capital flows restrictions, the UAH was under pressure in May and the exchange rate
surpassed the level of 40.00 USD/UAH for the first time. The NBU spent some USD 3Bn to support
the FX market, which resulted in it slashing monetary reserves from USD 42.4Bn to 39Bn during May.

Banking Sector

The Ukrainian banking sector remains stable and over-liquid. In 1Q24, banks made UAH 40.5Bn in
profit. Corporate lending increased for three consecutive quarters, and the demand for loans
outside government programmes has expanded, mainly due to lower interest rates. The volume
of deposits recovered after the traditional seasonal decrease at the beginning of the year. Over
1Q24, rates for UAH corporate deposits decreased by 0.7pp and for UAH loans decreased by
1.0pp. while rates for households remained mainly unchanged.

Forecasts Industrial production and inflation
2022 2023  2024F  2025F 60 30

Real GDP yoy -28.8 5.3 3.3 5.4 40 25
CPI (eop) 26.6 5.1 8.0 6.0
USD exch. (value, eop) 36.9 36.5 41.5 420 20 20
Euro exch. rate (value, eop) 38.7 40.5 45.9 47.5 0 15
Short-term rate (eop) 25.0 12.8 12.0 10.0
L/T bond yields (eop) n.a. n.a. n.a. n.a. -20 10
Bank loans (pr. sector, yoy) -4.4 -0.3 4.6 4.0
Bank deposits (pr. sector, yoy) 25.1 26.7 5.1 4.9 -40 S
Lending interest rate (pr. sect., eop) 22.0 20.7 18.0 15.0 _40 . , 0
Deposit interest rate (pr. sect., eo 10.7 10.4 9.0 7.0 ‘L ) o) ol D

p (p P) Q,b\q, Qb\rﬁ & \r;[l \q’\q,’l db\r], Qb\ll < (7 . '?,\!?'

Il nd. Prod. {%yoy) [ Inflation {rh. sc.)

Note: Average values are available in the Country Outlook Table Source: State Statistics Service of Ukraine
Source: Intesa Sanpaolo Research Department forecasts
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Real Economy

Real growth slowed to 2.3% yoy during 4Q23, negatively affected by the reduction in government
consumption and gross capital formation. FY24 projections were also revised down to 3% instead
of 3.7%, in light of the ongoing geopoalitical developments, which weighed on Suez Canal
revenues (the number of vessels fransiting through the canal dropped by 51.1% yoy during April
2024). In the medium term, real growth is expected to gradually improve before reaching 5.5%
by FY28.

The 2024 forecast for inflation is maintained at 28.3%, on average, mainly due fo the stability in
foreign currency inflows. We note that annual urban headline CPI decelerated at a faster-than-
expected pace, recording 28.1% in May 2024 compared with 32.5% one month earlier
(core inflation recorded 27.1% in the same month, against 31.8% in April 2024). However, there
are downside risks related to the rising prices of medicine, energy and subsidised bread.

Financial Markets

The CBE decided to maintain the high level of policy rates (27.25% and 28.25% for overnight
deposits and lending rates, respectively) during May to anchor inflation expectations. The
downward frajectory of inflation is likely to support the lowering of key rates by 4Q24, as Egyptian
authorities and the IMF mission agreed that “monetary policy conditions need to remain fight in
the short term to help bring inflation toward the CBE target”. This isin line with the notable decline
in MMR, which reached 25.7%, which is supported by the surge in foreign investments in Egyptian
freasuries. The baseline scenario still assumes an appreciation of the EGP against major currencies
by the end of 2024, supported by the improvement in the trade deficit of 7.7% yoy during 1Q24,
the increase in remittances by 43.8% yoy during April 2024 to USD 2.2Bn and the increase in tourism
revenues (+4.9% yoy during the first four months of 2024). In addition, significant cash inflows from
the Ras El Hekma deal (USD 24Bn), the restoring of portfolio investments and Egypt reaching a
staff-level agreement with the IMF allowing access to USD 820M all promote this view.
Nevertheless, plunging Suez Canal revenues and gas exports, amid high domestic consumption
and falling production, could pose risks to the performance of the local currency.

Banking Sector

Annual growth in private loans is set fo decelerate in 2024 because of tight financial conditions
and the lower growth in economic activities. Accordingly, private deposits are set to grow at a
slower pace than in 2023. It is important fo note that the Egyptian banking sector’s (CBE and
commercial banks) net foreign assets dramatically improved to negative USD 3.7Bn in April 2024,
against negative USD 27.2Bn at the end of last year.

Samer Halim

Forecasts Industrial production and inflation
2022 2023 2024F  2025F 15 40
Real GDP yoy 4.3 2.9 3.5 4.1 10
CPI (eop) 21.3 33.7 25.1 15.0 30
USD exch. rate (value, eop) 24.7 30.9 46.6 44.8 5
Euro exch. rate (value, eop) 26.1 33.7 51.5 50.7 0 20
Short-term rate (eop) 18.1 25.7 243 21.3
L/T bond yields (eop) n.a. n.a. n.a. n.a. -5
Bank loans (pr. sector, yoy) 28.4 22.1 13.2 9.8 10
Bank deposits (pr. sector, yoy) 27 .4 18.5 15.2 13.3 -10
Lending int. rate (corp., eop) 13.3 19.5 20.9 15.7 _15 , . . 0
Deposit int. rate (hh, eo 9.8 14.2 15.9 12.0 7 %) ) D )
- mnecel P P @™ @ P W G
Il nd. Prod. {%yoy) [ Inflation {rh. sc.)
Note: Average values are available in the Country Outlook Table Source: Ministry of Planning, CAPMAS
Source: Intesa Sanpaolo Research Department forecasts
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Country Data: Economy, Markets and Banks - the economic cycle

The Economy

Ind.prod'. Export nom. Retail sales Inflation Unemployment Wages Economic
GDP chg yoy
chg.yoy chg yoy chg yoy chg yoy rate chg yoy Survey?
1Q244Q23 2023] Last mth 1Q24] Last mih 1Q24] Last  mth 1Q24|Last  mth 1Q24| Last  mth 1Q24|Last mth 1Q24| Last mth 1Q24
CEE Czechia 04 0.2 -0.3] -2.7 Mar -0.8] -2.4 Mar 24| 3.8 Mar 47|29 Apr 21|37 Apr 40 6.6 Mar 7.3| 925 Apr 93.5
Hungary 1.1 0.0 -0.9}-10.4 Mar -4.1|-15.0 Mar -5.0] 3.6 Mar 29|37 Apr 3.7| 44 Mar 4.5/140 Feb 14.3] 98.8 Apr 98.6
Poland 1.9 1.0 0.1] 7.9 Apr 0.11-18.2 Mar -12.1| 4.1  Apr 51|24 Apr 28| 53 Mar 54113 Apr 12.6/103.4 Apr101.9
Slovakia 2.7 2.2 1.6]-6.9 Mar -1.1|-16.4 Mar -6.2| 0.5 Mar 26| 2.1 Apr 32| 50 Apr 5.1]10.0 Mar 8.4 96.4 Apr100.0
Slovenia 2.1 2.2 1.6] -6.9 Mar -2.6] -2.1 Mar  23[-28 Mar -1.1] 3.0 Apr 3.4| 47 Mar 50| 4.0 Mar 4.4 97.4 Apr 957
SEE Albania n.a. 3.8 3.4|na. na. na.| 1.8 Apr-248|n.a. n.a. na.l21 Apr 28|n.a. na. nalna. na. nal na. na. na.
BosniaH. n.a. 1.7 1.6| -9.4 Mar -5.0|-11.4 Mar -12.5|18.9 Feb 16.0] 1.9 Mar 2.0|28.4 Feb 28.5/10.5 Feb 10.2] n.a. n.a. n.a.
Croatia 3.9 44 3.1]|-50 Mar -33| 3.7 Feb n.a.|10.7 Mar 11.2| 47 Apr 48| 5.6 Apr 6.617.3 Mar 14.5107.7 Apr112.6
Romania 0.1 2.1 n.a.| -42 Mar -2.7| -9.8 Mar -3.4| 20 Mar 7.0] 67 Mar 7.11 53 Mar 5.513.9 Mar 14.11105.1 Apr104.0
Serbia 4.7 3.8 25| -58 Mar 3.2|-10.6 Mar -1.9] 6.6 Mar 6.5 50 Apr 57|n.a. n.a. n.all3.4 Mar 1500 n.a. n.a. n.a.
EE & Moldova n.a. 0.2 0.7] -0.6 Mar 23|-16.7 Mar -14.0|-5.6 Dec n.a.| 3.5 Apr 43|n.a. n.a. n.alna. na. nal na. na. na.
MENARussia 54 49 3.6 3.9 Apr 57| 721 Jan n.a.| 83 Apr 10.8| 7.8 Apr 7.6| 2.6 Apr 2.812.9 Mar 10.7| 54.3 Apr 55.7
Ukraine  n.a. 4.7 53|22.6 Dec n.a.| -2.4 Mar 3.9|19.9 Dec n.a.| 32 Apr 4.|n.a. na. nalna. na. nal na. na. na.
Egypt na. 23 29111.6 Jan -11.6] -4.7 Feb -10.2|n.a. n.a. n.a.32.5 Apr 32.9|n.0. n.a. n.a.n.a. n.a. naj 47.4 Apr 47.6
m..E.A. 04 0.1 0.4|-1.0 Mar -4.6] -9.2 Mar -2.8 24 Apr 2.6
Source: Refinitiv; 'Wda data for Slovakia, Slovenia; Bosnia, Croatia, Egypt; 2PMI manufacturing for Russia and Egypt, ESI for remaining countries.
Markets and Ratings
S/Trates | L/Trates' | Foreign exchanges? | Stock markets | CDS spread (bp) | FX res. chg (mIn €) | CA bal. (min €)* | Rating
28/5 3M*| 28/5 3M*] 28/5 3M* 1Y* 3M* 1Y* 28/5 28/2| 1Q24 4Q23 2023 1Q24  4Q23| Moody's
CEE Czechia 5.6 -1.1 4.4 06| 24.68 -2.65 439 4.3 17.1 28.1 27.7 n.a. n.a. n.a. n.a. 1,204.5 Aa3
Hungary 70 -13| 6.6 03| 384.57 -1.71 3.38 3.7 441 109.3  121.1 n.a. na. na. n.a. n.a. Baa?2
Poland 60 0.0f 58 05 426 -1.22 -586 6.5 34.3 68.4 68.7 n.a. n.a. n.a. n.a. 3,741.0 n.a.
Slovakia 3.8 -0.2 3.6 0.1 na. na.  na. -1.6 2.3 27.0 27.2 n.a. n.a. na. -2,182 -1,928.0 A2
Slovenia 38-02 3.1 00 na. na.  na. 5.5 22.4 34.4 34.5 278  -41 18 827 642.7 A3
SEE  Albania 3.0n.a.| n.a. naf 10032 -339 -9.47 n.a. n.a. n.a. n.a. n.a. 151 n.a. n.a. -232.0 n.a.
Bosnia H. n.a.n.a.| n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. -132 191 115 n.a. -182.46 n.a.
Croatia 0.4 00| 33 00 7.53 0.00 0.00 1.9 25.2 75.6 78.5] -164 34 -24,997 n.a. -1,063.6 Baa2
Romania 5.9 0.0 69 03 498 0.15 0.38 13.0 45.9 134.1 137.7 n.a. n.a. n.a. n.a. n.a. Baa3
Serbia 6.5 0.0 na.naf 11711 -009 -0.14 7.9 9.2 168.9 188.5 33 727 5,493 -395 -1,036.9 Ba2
EE& Moldova 3.6 -0.6| 48 -08] 17.63 -0.68 -0.80 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. -15.4 B3
MENA Russia 24.7 0.0| 14.7 1.9] 10407 0.00 0.00 2.4 23.1] 12,940.3 12,940.3 n.a. n.a. n.a. n.a. n.a. WR
Ukraine 12.8 0.0| 34.417.1| 4040 576 9.40 0.0 0.0| 14,247.714,247.7] 1,705  -29 12,546 -2,198 -3,095.0 Ca
Egypt 25.9 -0.2] 11.3 0.0] 47.60 54.05 54.05 -5.8 58.7 563.9  586.5| 5,141 250 1,217 n.a. -6,825.4 Caal
m.i.A.E. 38-0.2| 2.6 0.1 1.1 0.4 1.6 4.1 11.9 4.06 5.32
Source: Refinitiv; 'For Ukraine, the long-term rate refers to a government issue in dollars; 2The (-) sign indicates appreciation; 3USD for Russia, Egypt, Ukraine,

Romania; 4USD for Russia, Egypt, Ukraine. (*) % change.
Banking aggregates and interest rates (private sector)
L

Loans NPL/Loans Foreign Liab. Deposits Loans rate1-NewB*. DepositsRate1- Loans/Dep
NewB*.

chg yoy % o chg yoy % chg yoy % %o %o o
Last Mth 2023] Last mth 2023| Last mth 2023 | Last Mth 2023 | Last mth 2023 $4| Last mth 2023 $%| Last mth 2023
CEE Czechia 7.1 Mar 6.6 1.7 Mar 1.7 131 Mar 159 7.4 Mar 7.5 74 Mar 82 C| 52 Mar 57 H| 693 Mar 70.4
Hungary 4.1 Mar 33| 20 Dec 20| 11.4 Mar 168 4.6 Mar 03| 120 Mar 124 C| 63 Mar 7.7 H| 80.2 Mar 80.6
Poland -1.0 Mar -2.5] 40 Mar n.a| 23 Jan 55| 7.7 Mar 1051 7.7 Mar 7.8 C| 43 Mar 4.6 H| 67.9 Mar 67.1
Slovakia 2.6 Mar 34| 21 Mar 20| 323 Mar 259| 54 Mar 4.6 6.4 Mar 58C? n.a. Mar n.a.H?[106.0 Mar 107.0
Slovenia 0.2 Apr -0.5| 1.0 Mar 1.0] 233 Apr 21.9] 48 Apr 55 56 Mar 56C? 1.4 Mar 1.3H? 623 Apr 60.6
SEE  Albania 6.8 Mar 37| 4.6 Mar 47| 157 Mar 53| 2.6 Mar 1.6 55 Mar 56PS| 24 Mar 23PS| 57.2 Mar 56.0
BosniaoH. 8.4 Apr 68| 3.6 Mar 3.8| -53 Apr -154| 11.4 Apr 102 4.6 Apr 39 C| 0.6 Apr 0.6 H| 888 Apr 88.5
Croatia 82 Apr 80| 26 Mar 26| 180 Apr -13.6] 43 Apr 35| 52 Apr 52PS| 32 Apr 3.1PS| 71.1 Apr 66.6
Romania 4.2 Mar 59| 2.4 Feb 23| 20.3 Mar 19.0] 12.1 Mar 129 85 Mar 8.6PS| 54 Mar 5.6PS| 65.5 Mar 66.6
Serbia 1.3 Mar 1.0 32 Mar 32| -42 Mar -58] 10.5 Mar 11.7 11.1 Mar 10.5PS| 5.1 Mar 5.7PS| 80.3 Mar 81.1
EE& Moldova 92 Apr 37| 53 Apr 546 0.7 Jul na| 174 Apr 1991 80 Apr 93 C| 38 Apr 054 H| 562 Apr 56.1
MENARuUSssia 232 Feb 242| 6.1 Dec n.a.| 13.3 Dec n.a| 31.0 Feb 23.4| 168 Feb 16.1 C| 145 Feb 12.8 H|120.7 Feb 121.0
Ukraine 60 Apr -03| 36.1 Apr 370 2.5 Apr -26| 21.2 Apr 267| 204 Apr 20.7PS| 9.7 Apr 10.4PS| 43.5 Apr 434
Egypt 22.1 Dec 22.1] 3.0 Dec 3.0 440 Mar 33.9] 240 Mar 18.5| 23.3 Mar 195 C| 17.3 Mar 14.2 H| 36.7 Dec 36.7
m.i.E.A. 046 Mar 0.6] na. na. na| 06 Mar 1.2 2.1 Mar 1.5 52 Mar 52 C| 32 Mar 33 H| 744 Mar 74.5

Source: Central Banks, IMF, Moody's ;'monthly average; 2ending rate on current account overdraft; on deposits up to 1 year.sSector C=Corporates,
H=Household, PS=Private Sector.
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Couniry Outlook

The Economy

GDP (% yoy) 2021 2022 2023 2024F 2025F Inflation (%, avg) 2021 2022 2023  2024F  2025F
CEE Czech Rep. 3.4 2.4 -0.3 1.4 2.6 Czech Rep. 3.9 15.1 10.8 2.3 2.1
Hungary 7.1 4.6 -0.9 2.5 3.2 Hungary 5.1 14.5 17.6 4.3 3.6
Poland 6.8 4.9 0.1 2.7 3.1 Poland 5.1 14.3 11.6 2.6 2.9
Slovakia 4.8 1.9 1.6 2.0 2.6 Slovakia 3.2 12.8 10.5 2.6 3.6
Slovenia 8.2 2.5 1.6 2.3 2.7 Slovenia 2.0 9.3 7.2 2.7 2.0
SEE Albania 8.9 4.8 3.3 3.3 3.3 Albania 2.0 6.7 4.8 2.4 2.9
Bosnia Herzegovina 7.3 3.8 1.6 2.2 3.0 Bosnia Herzegovina 2.0 14.0 6.1 2.5 2.1
Croatia 13.0 7.0 3.1 3.4 2.7 Croatia 2.7 10.7 8.4 3.5 2.5
Romania 6.7 4.9 1.9 2.2 3.2 Romania 5.0 12.1 9.8 6.0 3.8
Serbia 7.7 2.5 2.5 3.5 4.0 Serbia 4.0 11.9 12.1 4.3 3.3
EE & Moldova 13.8 -4.5 0.7 2.5 3.0 Moldova 5.1 28.6 14.0 5.0 4.6
MENA Russia 4.7 -2.1 3.6 3.4 1.7 Russia 6.7 13.8 6.0 6.9 5.0
Ukraine 3.4 -28.8 5.3 3.3 5.4 Ukraine 9.3 20.1 13.4 5.9 7.2
Egypt 7.2 4.3 2.9 3.5 4.1 Egypt 5.2 13.8 33.8 28.3 19.8
Markets
Exch.rate (avg 2021 2022 2023 2024F 2025F Interest rate (%, avg) 2021 2022 2023  2024F  2025F
Euro)
CEE Czech Rep. 25.6 24.6 24.0 24.6 24.1 Czech Rep. 1.1 6.3 7.1 5.3 3.9
Hungary 358.7 391.1 381.8 389.5 385.9 Hungary 1.4 9.9 14.3 7.2 5.5
Poland 4.6 4.7 4.5 4.4 4.5 Poland 0.4 5.9 6.4 5.8 4.4
Slovakia n.a. n.a. n.a. n.a. n.a. Slovakia -0.5 0.3 3.4 3.7 2.6
Slovenia n.a. n.a. n.a. n.a. n.a. Slovenia -0.5 0.3 3.4 3.7 2.6
SEE Albania 122.3 118.9 108.4 107.1 117.8 Albania 0.5 1.3 3.1 3.3 3.5
Bosnia Herzegovina 2.0 2.0 2.0 2.0 2.0 Bosnia Herzegovina n.a. n.a. n.a. n.a. n.a.
Croatia n.a. n.a. n.a. n.a. n.a. Croatia 0.3 0.2 3.4 3.7 2.6
Romania 4.9 4.9 4.9 5.0 5.1 Romania 1.8 6.2 6.6 6.6 5.2
Serbia 117.6 117.5 117.3 117.2 117.3 Serbia 1.0 2.6 6.1 5.9 4.6
EE & Moldova (USD) 17.7 18.8 18.2 17.7 18.0 Moldova 3.8 16.9 9.5 3.7 3.3
MENA  Russia (USD) 73.6 68.3 85.2 92.6 94.9 Russia 6.8 11.9 9.4 15.9 15.3
Ukraine (USD) 27.4 32.3 36.8 39.8 41.8 Ukraine 10.7 20.4 20.5 13.1 1.3
Egypt (USD) 15.7 19.2 30.7 44.6 45.6 Egypt 12.7 14.5 23.1 25.5 21.4
Banking agaregates (% change yoy)
Loans (pr. sector) 2021 2022 2023 2024F 2025F Deposits (pr. sector) 2021 2022 2023 2024F 2025F
CEE Czech Rep. 8.4 4.5 6.6 4.3 4.5 Czech Rep. 7.0 4.2 7.5 4.1 4.1
Hungary 12.7 11.6 3.3 1.9 5.3 Hungary 17.6 2.5 0.3 2.2 4.5
Poland 4.6 0.2 -2.5 4.3 4.8 Poland 7.7 5.6 10.5 3.8 5.2
Slovakia 7.5 10.4 3.4 4.0 4.6 Slovakia 4.4 5.9 4.6 5.1 4.9
Slovenia 5.2 9.8 -0.5 3.3 2.6 Slovenia 8.2 7.8 5.1 3.5 2.6
SEE  Albania 9.6 6.9 3.7 3.7 3.6 Albania 9.2 4.8 1.6 3.6 3.5
Bosnia Herzegovina 3.7 5.3 6.8 6.9 5.2 Bosnia Herzegovina 10.0 3.2 10.2 7.6 5.7
Croatia 2.3 11.2 8.0 7.4 3.3 Croatia 1.7 15.0 3.5 3.2 2.8
Romania 14.3 11.2 5.9 4.5 6.0 Romania 13.6 6.7 12.9 8.1 7.1
Serbia 10.2 8.5 1.0 2.6 4.9 Serbia 13.3 6.9 11.7 6.1 5.9
EE& Moldova 23.5 9.3 3.7 3.3 4.4 Moldova 13.1 5.4 19.9 6.8 7.4
MENA Russia 18.8 11.8 24.2 10.1 5.4 Russia 12.7 11.0 23.4 9.9 5.6
Ukraine 9.6 -4.4 -0.3 4.6 4.0 Ukraine 12.3 25.1 26.7 5.1 4.9
Egypt 18.3 28.4 22.1 13.2 9.8 Egypt 18.7 27.4 18.5 15.2 13.3
Banking interest rates (%)
I
Lending (Corp. avg) 2021 2022 2023 2024F  2025F Deposits (HH avg) 2021 2022 2023 2024F 2025F
CEE Czech Rep. 2.3 7.6 8.6 6.3 3.9 Czech Rep. 0.9 5.0 6.0 4.4 2.4
Hungary 3.2 8.3 12.3 10.2 5.7 Hungary 0.6 6.6 11.6 5.5 2.9
Poland 2.4 7.5 8.5 6.9 4.7 Poland 0.3 4.4 5.6 3.8 2.6
Slovakia 1.9 2.4 4.3 3.7 2.8 Slovakia 0.0 0.0 0.9 1.1 1.0
Slovenia 2.1 1.9 4.6 5.2 3.6 Slovenia 0.1 0.1 0.8 1.3 0.8
SEE  Albania 6.1 6.4 5.9 5.9 6.6 Albania 0.4 1.2 2.1 2.5 2.4
Bosnia Herzegovina 3.0 3.2 3.7 n.a. n.a. Bosnia Herzegovina 0.2 0.3 0.5 n.a. n.a.
Croatia 2.1 2.6 4.7 5.2 4.5 Croatia 0.1 0.2 2.4 3.0 2.0
Romania 5.6 8.0 9.4 9.2 8.1 Romania 1.3 5.3 6.0 5.3 3.9
Serbia 6.2 8.0 11.6 10.5 8.7 Serbia 1.4 4.0 5.8 4.8 4.0
EE& Moldova 8.3 10.6 1.3 7.6 6.4 Moldova 3.2 7.0 9.8 3.5 2.4
MENA Russia 7.2 11.5 11.6 16.7 16.7 Russia 3.8 7.6 7.6 14.2 13.2
Ukraine 13.3 18.6 22.1 19.4 16.1 Ukraine 4.6 7.4 12.3 9.5 7.9
Egypt 9.4 10.6 17.8 22.2 17.9 Egypt 7.4 8.4 12.7 17.1 13.7
Source: Intesa Sanpaolo Research Department forecasts
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Important Information

The economists drafting this report state that the opinions, forecasts, and estimates contained herein are the result of independent
and subjective evaluation of the data and information obtained and no part of their compensation has been, is, or will be directly
or indirectly linked to the views expressed.

This report has been produced by Intesa Sanpaolo S.p.A. The information contained herein has been obtained from sources that
Intesa Sanpaolo S.p.A. believes to be reliable, but it is not necessarily complete and its accuracy can in no way be guaranteed.
This report has been prepared solely for information and illustrative purposes and is not infended in any way as an offer to enter
info a confract or solicit the purchase or sale of any financial product. This report may only be reproduced in whole or in part
citing the name Intesa Sanpaolo S.p.A.

This report is not meant as a substitute for the personal judgment of the parties to whom it is addressed. Intfesa Sanpaolo S.p.A., ifs
subsidiaries, and/or any other party affiliated with it may act upon or make use of any of the foregoing material and/or any of
the information upon which it is based prior to its publication and release to its customers.

Disclosure of potential conflicts of interest

Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa
Sanpaolo Banking Group”) have adopted written guidelines “Organisational, management and control model” pursuant to
Legislative Decree 8 June, 2001 no. 231 (available at the Intesa Sanpaolo  website, webpage
https://group.intesasanpaolo.com/en/governance/leg-decree-231-2001), providing for practices and procedures, in
accordance with applicable regulations by the competent Italian authorities and best international practice, including those
known as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the
misuse of such information and fo prevent any conflicts of interest arising from the many activities of the Intesa Sanpaolo Banking
Group which may adversely affect the interests of the customer in accordance with current regulations.

In particular, the measures taken to manage the conflicts of intferest between the Intesa Sanpaolo Banking Group and issuers of
financial instruments, including companies belonging o their group, in the production of reports by Intesa Sanpaolo S.p.A.’s
economists, are available in the "Rules for Research " and in the extract of the "Corporate model on the management of inside
information and conflicts of interest" published on the website of Infesa Sanpaolo S.p.A., webpage
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures. This documentation is available to the recipient of this
report upon making a written request to the Compliance Department, Conflicts of Interest, Inside Information and Personal
Transactions, Intesa Sanpaolo S.p.A., Via Hoepli, 10— 20121 Milan — ltaly.

Furthermore, in accordance with the aforesaid regulations, the disclosures of the Intesa Sanpaolo Banking Group's interests and
conflicts of interest are available through webpage
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-of-interest.
The conflicts of interest published on the internet site are updated to at least the day before the publishing date of this report. We
highlight that disclosures are also available to the recipient of this report upon making a written request to Infesa Sanpaolo S.p.A.
- International Research Network, Via Romagnosi, 5 - 20121 Milan - ltaly.
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