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Investment Research — General Market Conditions

Flash Comment

Estonia: persistent downward CPI trend

e Estonian consumer prices dropped further to -1.6% y/y in September, down from
-0.9% yly in August. The outcome was dlightly lower than the consensus expectation
and our forecast of -1.4% yly.

Details

Statistics Estonia has today published inflation numbers for September. As was broadly
expected, CPI dropped to -1.6% y/y. It seems obvious to us that the downward price
pressures will prevail this year as domestic demand is expected to slow down further.

Assessment & Outlook

Consumer prices continue to decline and disinflationary pressures are expected to prevail
in the coming periods. The return of CPI inflation to positive rates is expected only with
the return to positive growth rates. While we expect some recovery in Estonian growth
next year, it islikely to be very fragile. In general, we think only a more positive external
demand outlook could result in a more buoyant recovery process.

Furthermore, we maintain our forecast and expect average deflation of around 0.1% for 2009.
Deflationary pressure is likely to continue in H1 10 and average deflation is expected to be
around 0.8 % y/y for the whole year. There is some upside risk to our forecasts mainly related
to the expected rise in excise duties and upside swing in global oil prices.
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Key figures - CPl September

Act Con DB Last
CPI(%y/y) -18% -14% -14% -09%

Source: Danske Markets
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Disclosure

This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank.
Danske Bank is under supervision by the Danish Financial Supervisory Authority. The author of this report is
VioletaKlyviene, Senior Baltic Analyst.

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high
quality research based on research objectivity and independence. These procedures are documented in the Danske
Bank Research Policy. Employees within the Danske Bank Research Departments have been instructed that any
request that might impair the objectivity and independence of research shall be referred to Research Management
and to the Compliance Officer. Danske Bank Research departments are organised independently from and do not
report to other Danske Bank business areas. Research analysts are remunerated in part based on the overall
profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other
remuneration linked to specific corporate finance or dept capital transactions.

Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals
Ethical rules and the Recommendations of the Danish Securities Dealers Association.

Risk warning
Major risks connected with recommendations or opinions in this report, including a sensitivity analysis of
relevant assumptions, are stated throughout the text.

First date of publication
Please see the front page of this research report.

Disclaimer

This publication has been prepared by Danske Markets for information purposes only. It has been prepared
independently, solely from publicly available information and does not take into account the views of Danske
Bank’s internal credit department. It is not an offer or solicitation of any offer to purchase or sell any financial
instrument. Whilst reasonable care has been taken to ensure that its contents are not untrue or misleading, no
representation is made as to its accuracy or completeness and no liability is accepted for any loss arising from
reliance on it. Danske Bank, its affiliates or staff, may perform services for, solicit business from, hold long or
short positions in, or otherwise be interested in the investments (including derivatives), of any issuer mentioned
herein. The Equity and Corporate Bonds analysts are not permitted to invest in securities under coverage in their
research sector. This publication is not intended for retail customers in the UK or any person in the US. Danske
Markets is adivision of Danske Bank A/S. Danske Bank A/S is authorized by the Danish Financial Supervisory
Authority and is subject to provisions of relevant regulators in al other jurisdictions where Danske Bank A/S
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Authority (UK). Details on the extent of our regulation by the Financial Services Authority are available from us
on reguest. Copyright © Danske Bank A/S. All rights reserved. This publication is protected by copyright and
may not be reproduced in whole or in part without permission.
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