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Cross Country Analysis 

CEE Area   

In the CEE Area, the most recent data point to a further stabilisation of the cycle in the second part 
of the year, although at a slower pace than in the first half. In August industrial production in 
Hungary went up 6.2% yoy (below the 6.3% recorded in 2Q 2015, even if higher than the 4.8% 
average seen in July-August). In the same month, exports growth slightly slowed from 2Q2015 
(6.2% vs 8.4%). The economic conditions in the country, however, remain in a good shape. The 
Economic Sentiment Indicator (ESI) improved in October (117.5 from 114.2 in September), while in 
September the PMI manufacturing index was above the 50 level. In Slovakia, industrial production 
contracted by 0.5% y/y (in working day adjusted) in August. Adjusted for the timing of holidays, 
data in the manufactoring sector do not signal a slowdown trend yet. The ESI declined, however, 
in September. In the same month, in Slovenia the ESI declined too, although it remained close to 
the historical high. 

The weakness in industrial production was also recorded in the working day adjusted data  
(-0.5%), and the ESI declined in September. In the same month in Slovenia the ESI declined too, 
although it remained close to the historical high. 

In September inflation in Hungary was negative after several months of positive or stagnant 
dynamics. In the same month inflation was also negative in Slovakia and Slovenia, where it 
recorded the strongest contraction of the last 10 months. In its last meeting the ECB Governing 
Council allowed for a re-examination in December of the degree of monetary policy 
accommodation, opening the possibility of making QE more flexible in terms of amount of asset 
purchases and programme extension. At the same time, the Hungarian CB Board decided to 
leave unchanged the policy rate at 1.35% but signaled that rates might remain at the current 
level until the end of 2017. In this context, long term rates retreated in all three CEE countries.  

As far as banking aggregates are concerned, the performances in the area continued to be very 
diversified in August: substantial in Slovakia but still fragile in Hungary and in Slovenia. In 
Hungary, loans showed a negative change (-9.1% yoy in August), due to a decrease in loans 
both to households (-11.5%) and corporates (-6.5%). Loans in local currency to the household 
sector, amounting to HUF 5860Bn after the conversion process adopted in March, decreased by 
0.4% mom. Furthermore, we note that the further decline in loans denominated in local 
currency to corporates (–1.3% yoy in August from -1.4% yoy in July), in contrast to the 
macroeconomic recovery. The loans component denominated in foreign currency decreased by 
11.6%. Deposits recorded a further increase of 3.7% yoy in August (from 4% in July) due to an 
increase both in business deposits (+5.7% in August), and in household deposits (+2.2%). After 
a series of modest yoy increases in the previous months, the foreign liabilities decreased by 4% 
yoy in August.  

In Slovenia loans continued to decrease (-11.2% in August from -11.4% yoy in July) due to 
falling corporate loans (-18.8%) in the presence of a still-high level of indebtedness. Loans to 
households remained stable (+0.0%) due to a recent increase in mortgage lending pushed up by 
low house prices. Deposits went up by 3.5% yoy, particularly sight deposits, the less stable part 
of funding.  

In Slovakia lending continued to perform well (+6.9% yoy in August from +7.8% in July) but the 
growth gap between corporates (up by 1.6%) and households (up by 12.9%) persisted. 
Deposits also performed robustly (+10% in August) in both the household (+6.4%) and 
corporate sectors (+14.7%). After strong monthly increases up to December (+42% yoy), last 
August foreign liabilities decelerated (+11.7%).  

Antonio Pesce  

Davidia Zucchelli  
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SEE Area 

The most recent data highlight a stronger pace of economic recovery in the SEE Area. In August 
industrial production accelerated in Croatia, Bosnia and Romania. Moreover, in September both 
in Croatia and in Romania the ESIs remained close to the maximum of the last year. In Serbia, 
industrial production and exports stayed on double-digit positive trends (partly explained by the 
positive base effect due to last year’s flood). In August exports also generally confirmed a 
positive trend in the remaining SEE countries, with the only exception being Albania, where they 
fell by 17.6% yoy in nominal terms. 

In September the consumer price dynamic was very weak in the SEE Area. Inflation was negative 
in Bosnia, Croatia and Romania (in the latter case, however, partly because of the VAT reduction 
measure adopted by the Government). In Albania the inflation rate was within the Central 
Bank’s inflation target band but in Serbia it was still well below the target.  

Given the inflation performance, the Romanian CB left the policy rate at 1.75% in September, 
while the Serbian Central Bank, in October, decided to lower it by 50 bps to 4.5%.  

In terms of banking aggregates, the macroeconomic improvement didn’t carry over to areas 
where weaknesses still prevailed. In Croatia, loans continued to fall (-2.2% yoy in August) due to 
a reduction of loans to businesses (-3.9%, burdened by heavy debt), and to households (-1% 
yoy). The conversion of CHF-denominated loans into euros is now expected to cause a reduction 
of loans to the private sector by around 3pp in the current year. Deposits remained robust 
although growth decreased (+1.6% yoy in August from +1.9% yoy in July) in the household 
(+0.8%) and business (+4.9%) sectors. The LTD ratio dropped steeply to 91.5% in August.   

In Serbia, loans increased by 3.1% yoy in September, decelerating from 4% yoy in July, 
especially in the household sector (+4.3 yoy). Loans to businesses went up by 2.3%. It is worth 
mentioning the continued increase in loans denominated in foreign currency both in the 
household (0.8%) and in the corporate sector (7.7%). At the same time, it must be noted that 
loans to corporates in local currency steeply decreased by 15.1% as of September, despite the 
macroeconomic recovery signalled in the 2Q2015. Deposits continued to perform well (+4.1% 
yoy in September), both in households (3.0%) and in businesses (6.4%), while foreign liabilities 
continued to decline (-8.9% yoy in September). 

In Albania, loans showed a slight decrease (-1.2% yoy in August, due to a slowdown in 
corporate loans (-2.7% yoy) while loans to households continued to show a moderate increase 
(+2.9% yoy). Loans denominated in foreign currency went down (-5.4% yoy). Deposits went up 
by 1.3% yoy in August, particularly in the business sector (7.5% yoy), and in the foreign 
currency component (+1.9%), supported by remittances from abroad. NPLs remained very high 
in August (21% of the total). On the liability side, foreign liabilities continued to decline 
significantly (-12.9% yoy) in August. 

In Romania loans slightly improved in August (0.1% yoy from -0.8% yoy in July) while deposits 
continued to perform well (+8.6% from +7.9%). Loans to corporates were weak (-3.3%), 
particularly those in foreign currency (-10.1%), whereas loans to households continued to go 
up, this time by 3.7% yoy, aided by demand for mortgages. 

 

 

Antonio Pesce  

Davidia Zucchelli  
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CIS and MENA Areas  

September’s activity data from Russia suggest that the downturn in industry has bottomed out 
but the slump in consumer spending has deepened. While output continued to fall in annual 
terms in September, the pace of contraction eased to 3.7% yoy from 4.3% yoy in August. This 
supports the idea that the worst may now be over for the factory sector. Consistent with this, 
the manufacturing PMI rose to 49.1 in September, from 47.9 in August. Retail sales tumbled by 
10.4% yoy in September, worse than the fall of 9.1% yoy in August. Retail sales are now falling 
at their sharpest pace since 1999. The latest numbers suggest that GDP in Q3 contracted at a 
similar pace to Q2’s drop of 4.6% yoy. Inflation has remained stubbornly high (15.7% in 
September), suggesting that the Central Bank is likely to remain cautious in cutting rates in the 
near future  

The IMF mission to Kiev recently cut its GDP forecast for the Ukraine economy in 2015, which is 
now expected to fall by 11% (compared to -9% in the October WEO). The 2% GDP recovery 
forecast by the IMF for next year was however confirmed. S&P, following the successful 
completion of the debt exchange offer to private holders of Ukraine’s foreign State debt, raised 
the country’s foreign currency rating to B- (from CC/N before the debt restructuring deal). The 
agency said that the risk of a default in the next two/three years is now lower, after the Ukraine 
Government saw its debt exposure to diminish by about 5pp of GDP.  

Preliminary numbers released by the Ministry of Investments showed that real GDP in Egypt rose 
by 4.1% in FY15, which ended last June. This suggests that GDP growth slowed in the second 
half of the fiscal year (January-June 2015) to less than 3%, compared to 5.6% in the first half 
(July-December 2014). Most recent figures, however, point to a renewed acceleration in the 
pace of growth. The PMI index for the non-oil private sector expanded in August at its sharpest 
rate in 2015, rising to 51.2 from 49.2 in July. In mid-October the Egyptian central bank effected 
another devaluation of the pound (the third so far this year) to EGP 8 : 1 USD. Since the start of 
2015, the Egyptian currency has lost about 12% of its value against the USD. A sliding currency 
helps to improve the competitive position of the country and to ease the pressure on the 
Balance of Payments, which this year has seen smaller transfers by the oil-rich countries of the 
Gulf.  

As regards banking aggregates, in Russia loans rose by 15.2% yoy in July (but the depreciation 
of the exchange rate led to a nominal appreciation of loans denominated in foreign currency, 
which currently account for 27% of total loans to the private sector). Demand for credit from 
corporates rose (+21.9% yoy in July), which accounts for over 70% of loans to the private sector 
and are mostly denominated in foreign currency. The greatest challenges experienced by banks 
relate to funding. In July, the nominal increase in deposits was 25.2%. Interest rates on new 
loans to businesses decreased to 14.65% in the wake of lower benchmark and interbank rates.  

As of August 2015, in Ukraine banking aggregates continued to be affected by the economic 
recession and the social and political difficulties. Nominal loan growth was 0.6% in August 
(down from 6.7% in July), including +2.8% for businesses and -6.9% for households; net of the 
exchange rate effect there was a decline of 35%. Deposits showed a slight nominal decline (-
4.9% yoy in August), but fell sharply (approximately -40%) net of the exchange rate, due to 
plummeting remittances from Russia and a lack of confidence from savers. NPLs went down 
slightly in June (to 24.3% from 24.7% in March. The regulatory capital is rapidly falling (to 9% 
in June from 15.6% as of December 2014), with severe effects on the banking system’s stability. 

In the MENA Area, loans continued to rise in nominal terms in Egypt (+17.6% in July from +17.1% 
in June) both in the household (+18.8%) and in the corporate sector (+17% yoy) aided by planned 
infrastructure spending. Deposits maintained a strong pace (+18.2% in July), supported by 
households (+13.9%) and especially by the corporate sector (37% yoy). 

Giancarlo Frigoli  

Davidia Zucchelli  
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Real Econo
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Country Data: Economy, Markets and Banks - the economic cycle  

Economy 
 GDP chg yoy* Ind. Prod*. ch.yoy Export* nom. chg yoy Inflation chg yoy  FX reserves chg** CA bal ance**

 2Q 2015 1Q 2015 2014 Last mth 2Q15 Last mth 2Q15 Last mth 2Q15 2014 2Q15 1Q15 2014 2Q15 1Q15 
CEE     
Slovakia 3.2 3.1 2.4 -0.5 Aug 3.6 5.0 Aug 4.2 -0.5 Sept -0.1 -0.1 ns ns ns -335 319 
Slovenia 2.6 2.8 3.0 5.2 Aug 4.9 2.1 Aug 6.3 -1.0 Sept -0.8 0.4 ns ns ns 806 451 
Hungary 2.7 3.5 3.6 6.2 Aug 6.3 6.2 Aug 8.4 -0.4 Sept 0.3 -0.2 -765 -2201 -3371 1042 1461 
SEE   
Albania 2.5 2.8 2.1 n.d. n.d. n.d. -17.6 Aug -2.0 2.2 Sept 1.8 1.6 43 -128 -84 -181 -242 
Bosnia H. 4.4 2.3 1.1 7.2 Aug 4.5 11.7 Aug 6.4 -1.1 Sept -0.4 -0.9 59 -15 387 -283 -184 
Croatia 1.2 0.5 -0.4 2.8 Aug 2.4 10.5 July 15.1 -0.8 Sept 0.0 -0.2 -427 1470 -220 3 -1283 
Romania 3.4 4.3 2.8 6.0 Aug 1.5 1.3 Aug 3.8 -1.7 Sept 0.1 1.1 883 -6340 -5627 -515 502 
Serbia 1.0 -2.0 -1.8 12.9 Aug 12.1 11.0 Aug 10.8 1.4 Sept 1.7 2.1 -192 526 -460 -208 -520 
CIS MENA                   
Russia -4.6 -2.2 0.6 -3.7 Sept -4.9 -39.0 Aug -29.8 15.7 Sept 15.8 7.8 4063 -29062 -128720 15818 28701 
Ukraine -14.6 -17.2 -6.7 -5.7 Aug -19.9 -34.3 Aug -35.4 51.9 Sept 53.3 12.4 298 2434 -12141 266 -537 
Egypt 2.6 3.0 4.3 -5.5 Aug -4.0 -7.1 Jul -21.5 9.2 Sept 11.8 10.1 4769 -30 -1546 -3801 -4081 
m.i. E. A.  1.5 1.0 0.9 0.9 Aug 1.3 5.5 Aug 8.0 -0.1 Sept 0.1 0.4    
 

Source: Datastream, Reuters, Bloomberg; *Wda data for Slovakia, Slovenia; Bosnia, Croatia, Egypt**USD for Russia, Egypt and Ukraine 

Markets and Ratings 
 S/T rates* L/T rates** Foreign exchanges*** Stock markets CDS spread Rating
 19/10 (a) chg bp 3M  19/10 chg bp 3M  19/10 3M chg% 1Y chg% 3M chg% 1Y chg% 19/10 19/07 S&P 
CEE     Vs Euro   

Slovakia -0.1 0.0 0.9 -0.4 Euro Euro Euro 12.1 37.6 44 45 A+ 
Slovenia -0.1 0.0 1.8 -0.2 Euro Euro Euro -8.2 -18.2 101 111 A- 
Hungary 1.4 0.0 3.3 -0.5 309.2 0.0 0.2 -3.2 21.9 151 135 BB+ 
SEE             
Albania 2.7 -0.2 n.a. n.a. 139.9 0.4 0.6 n.a. n.a. n.a. n.a. B 
Bosnia H. n.a. n.a. n.a. n.a. 1.96 Board Board n.a. n.a. n.d. n.d. B 
Croatia 1.5 0.6 4.2 0.9 7.6 0.6 -0.4 -5.3 -8.1 295 263 BB 
Romania 1.1 0.0 3.5 -0.5 4.4 -0.1 -0.3 -6.3 3.1 116 113 BBB- 
Serbia 4.5 -1.5 n.d. n.d. 119.9 -0.1 0.3 -6.3 -26.5 273 273 BB- 
CIS MENA     Vs USD      
Russia 11.8 -2.1 10.2 -0.4 62,2 9,1 48,7 2.4 7.7 268 298 BB+/N 
Ukraine 25.7 -3.6 10.0 -4.1 22,3 0,8 71,2 -24.4 -17.5 13957 13957 B- 
Egypt 11.2 -0.3 15.1 0.1 8,0 2,6 12,3 -5.7 0.6 345 313 B- 
m.i.A.E. -0.1 0.0 0.6 -0.1 1,14 4,3 10,7 -10.0 4.2 7 7  
Source: Datastream, Reuters, and Bloomberg; (*) For Albania, the figure refers to July 2015 and the difference compared to May; (**) for Ukraine, the long-term rate refers to a 
government issue in dollars; (***) The (-) sign indicates appreciation. Sources: Thomson Reuters-Datastream, Bloomberg 
 

Aggregates and bank rates for the private sector 
 Loans NPL/Loans Foreign Liab. Deposits Loans rate1-NewB. DepositsRate1-NewB. Loans/Dep Rating
 Chg yoy % % Chg yoy % Chg yoy % % % Sector % % Sector (%) Moody’s
 12/14 8/15 12/13 8/15 12/14 8/15 12/14 8/15 12/14 8/15 12/14 8/15  12/14 8/15 BFSR*
CEE 
Slovakia 6.4 6.9 4.9 5.5 42.5 11.7 3.8 10.0 2.91 2.78 Corporates3 1.70 1.64 Househ.3 91 89 D+

Slovenia -13.4 -11,2 13.4 11.1 -10.9 -19.2 6.6 3.5 4.99 3.85 Corporates3 0.66 0.33 Househ.3 99 94 E

Hungary -0.3 -9.1 18.4 15.67 -1.3 -4.0 1.3 3.7 4.97 4.11 Corporates3 1.64 0.88 Househ. 111 101 D-

SEE 
Albania  2.2 -1.2 24.2 21.0 -10.8 -12.9 2.9 1.3 8.19 8.28 All 1.51 1.04 All 56 55 E+
Bosnia H. 1.9 1.6 15.1 14.19 -9.1 -9.0 6.4 8.7 5.80 4.82 Corporates 1.26 1.12 Househ. 124 119 Na
Croatia -2 -2.2 15.7 17.34 -10.6 -10.3 2.3 1.6 8.38 7.90 Priv.Sect. 2.07 1.77 Priv.Sect. 95 91.5 Na 
Romania -3.7 0.1 21.9 12.80 -14.2 -15.4 8.9 8.6 6.46 5.66 All 1.72 1.21 All 95 97 E+
Serbia 4.4 3.110 21.4 22.6 -16.5 -8.910 9.7 4.110 12.6 12.82 Priv.Sect. 6.8 4.58 Priv.Sect. 116 11410 Na 
CIS & MENA 

Russia  25.4 15.24 6.0 8.24 38.4 17.44 27.9 25.24 18.31 14.654
Corporates 12.29 9.134 Househ. 119 1194 R

Ukraine 10.9 0.6 12.9 24.39 31.3 21.64,2 -1.8 -4.9 17.38 21.9 Residents5 10.44 14.7 Resid.5 154 162 E
Egypt 12.7 17.64 8.5 8.37 21.0 86.04 16.6 18.24 11.8 11.54

Corporates 7.2 7.04 Househ. 40 414 E
m.i. A. E. -0.2 1.4 na na na na 2.4 3.8 3.31 2.99 Corporates3 0.98 0.69 Househ.3 95 94 na
 

Note:1monthly average 2ISP calculations on IMF data 3lending rate on current account overdraft; on deposits up to 1 year 4July5does not include banks 6December 7March 8loans 
over EUR 1M 9June 10September. *Bank Financial Strength Ratings ranging from E (lowest) to A (highest). NewB.= NewBusiness. Source: Central Banks, IMF, Moody’s. 
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