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Investment research

Key events in the coming week

The Polish central bank (NBP]J is likely to
continue its monetary easing. In line with
consensus, we expect the NBP to cut the
key policy rate to 4.50% on Tuesday, cf.
page 3.

We expect Polish Q4 GDP growth to slow
to 2.0% y/y, down from 6.5% y/y in Q3, cf.
page 3.

Russian central bank (CBR] sticks to man-
aged float exchange rate system but wid-
ens corridor. Read more on page 5.

South African inflation continues to decel-
erate. We expect the December CPIX fig-
ure todropto 11.4% y/y, down from
12.1% y/y in November, cf. page 6.

Macro and monetary indicators, Russia
2009-10

2006 2007 =2008* 2009*

Macro indicators

GDP, av. for the period % y/y 7.4 8.1 6.1 -3.0
GDP, nominal USD bn 1,001 1,310 1608 1,154 1,

Fixed investment % y/y 137 211 9.0 -5.0

Household consumption % vy/y 113 131 105 20

Industrial production % vy/y 6.3 6.3 2.0 -7.0

Exports USD bn 304 354 453 310

Imports USD bn 164 223 289 260

C/A balance, ann. total % of GDP 9.4 5.8 5.0 2.0

Fiscal balance, ann total % of GDP 7.4 54 6.5 -85

Fx-reserves, year-end USD bn 304 478 438 280

2010*
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Monetary indicators

215

Inflation, year-end % y/y 9.0 119 135 125 10.0
USD/RUB Year-end 26.3 24.6 305 39.0 430

EUR/RUB Year-end 34.7 35.9 41.2 50.0 55.0

Urals oil, av. for the period USD per bbl 60 76 89 54 69

Sources: IMF, Reuters EcoWin, CBR, Danske Bank Research,
* Projections

Russian GDP to drop 3% in 2009

New macro forecast: We downgrade our growth
forecasts for Russia for 2009-10 on the back of the
recent deterioration in the economic and financial
situation there. We lower our 2009 GDP growth fore-
cast to -3.0% from -1.0%, and keep our zero growth
projection for 2010. Inflation should decline only

gradually.

A combination of lower oil prices and the escalation of
the credit crunch in Q4 08 have accelerated capital
outflows in the midst of financial de-leveraging. This
has had a markedly negative impact on the economic
and financial environment in Russia over the past
couple of quarters.

We expect domestic demand to decline in 2009, led by
and investment.
production is expected to decline 11% y/y in December
and this should contribute to weaker labour market
conditions - higher unemployment and declining wage

lower consumption Industrial

pressure.

We expect exports to decline by more than 30% in
2009 - based on an average price for Ural oil of
UsD54/barrel in 2008S.
decline 10% due to lower domestic demand. Public
finances are likely to deteriorate and the budget should
turn negative during 2008. We project the fiscal
balance to average
-8.5% of GDP in 2009 as the economy heads into
recession.

Imports are expected to

Financial conditions have tightened significantly and
are visible in higher interest rates and a declining
money supply. The rouble has weakened sharply in
recent months, and we believe more is to come due to
declining external Data shows that FX
reserves are declining rapidly, increasing the pressure
for a weaker rouble. The currency could drop by
another 20% against the basket, with further down-
side risks if oil prices do not improve.

__Danske [EEID

balances.
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Calendar - week 5

EMEA Data and Events in Week5

Monday, January 26, 2009 | Period | Danske Bank Consensus | Previous
RUB - Industrial production v/y Dec -11.0% -10.0% -8.7%
HUF 9:00 Retail trade v/y Nov -4.0% -2.2% -1.4%
CzK 9:00 Business confidence Index Jan 64
CzK 9:00 Consumer confidence Index Jan -26.3
PLN 10:00 Retail sales v/y Dec 2.0% 55% 2.7%
PLN 10:00 Unemployment % Dec 9.5% 9.4% 9.1%
Tuesday, January 27, 2009 | Period | DanskeBank  Consensus |  Previous
PLN - Monetary Policy Council meets 4.50% 4.50% 5.00%
LTL 10:00 GDP v/y 4th quarter 0.0% 2.9%
LTL 10:00 Retail trade v/y Dec -7.6% -11.7%
Wednesday, Januar‘y 28, 2009 | Period | Danske Bank Consensus | Previous
RUB - Unemployment % Dec 7.1% 7.0% 6.6%
RUB - PPI v/y Dec -1.8% -1.5% 42%
RUB - Realwages v/y Dec 3.0% 3.2% 72%
RUB - Retail sales v/y Dec 3.2% 4.5% 8.0%
SKK 9:00 Producer prices vy Dec 6.7%
ZAR 10:30 CPIX (metro&urban) v/y Dec 114% 10.7% 12.1%
ZAR 10:30 CPI (corerate) v/y Dec 10.6% 12.6%
Thursday, January 29, 2009 | Period | Danske Bank Consensus | Previous
PLN 10:00 Grossdomesticproduct v/y 4th quarter 2.0% 3.3% 6.5%
ZAR 10:30 Producer prices v/y Dec 12.2% 12.0% 12.6%
Fr'iday,January 30, 2009 | Period | Danske Bank Consensus | Previous
ZAR 7:00 Private sector credit v/y Dec 15.50% 15.30%
EEK 8:00 Retail trade vy Dec -136% -9.0%
HUF 9:00 Unemployment v/y Dec 7.8%
HUF 9:00 Producer prices v/y Dec 6.3% 6.4% 7.1%
LVL 12:00 Retail trade v/y Dec 19.7% -15.1%
ZAR 13:00 Trade balance bn.ZAR Dec 4.5 -12.2
TRY 16:00 Trade balance bn.USD Dec 2.9 -3.7 2.7

The editors do not guarantee the accurateness of figures, hours or dates stated above D ans ke E‘E mn k

Note that all releases are CET.
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CEE

Poor economic performance triggers another NBP rate cut
Poland

We expect the week to bring more bad news on the Polish economy. On Thursday we will get nhum-
bers for GDP growth in Q4 08. The indications from Polish industrial production, retail sales and
exports indicate a sharp slowdown in economic activity. Hence, we expect GDP growth to have
slowed to 20% vy/y in Q4 from 65% vy/y in Q3. Despite the fact that
consensus expects GDP to have grown 3% y/y, we see mostly downside risks to our 2% forecast.
Furthermore, we think it Tlikely that GDP growth will turn negative in
Q1 09. Therefore, for now we maintain our view that GDP will drop by 0.5% in 20089.

A negative surprise on the Q4 GDP numbers is likely to put further pressure on the Polish zloty,
which has already taken a significant beating. Despite the fact that the zloty no longer can be said to
be fundamentally overvalued, we continue to see risks of further weakening. Therefore, we are also
likely to change our zloty forecast in the coming weeks.

We expect the Polish central bank to ease monetary policy further when its Monetary Policy Coun-
cil meets next week. Hence, the sharp slowdown in growth and the clear downward trend in infla-
tion keep the door open for a 50bp rate cut to 4.50%. However, we would not rule out an even more

aggressively cut and we continue to see downside risks to rates relative to market expectations.

Czech Republic

The Czech economy is deteriorating on all fronts. The evidence is not only coming from the supply
side of the economy (industrial production was down by 17.4% y/y in November), but, in addition,
the latest retail sales figures (-6.3% y/y in November vs October’s -3.3% vy/y) prove that Czech
consumer spending is also taking a beating. This confirms our expectations that GDP growth this
year will very likely be negative.

The first member of the Czech central bank (CNB] to admit that the growth of the Czech economy
could be negative this year was Vice-Governor Miroslav Singer. He said, “There could be negative
growth in the first half of the year and then the question is whether the second half will reverse it or
not”.

It is clear that the CNB is now more or less sure that GDP growth this year will be worse than its
negative scenario forecasted in the latest inflation report from October, which saw 2009 GDP
growth at 0.5%. This, together with the expectation of faster decelerating inflation, creates room
for fairly aggressive monetary easing. Regarding the koruna’'s recent weakness, Mr. Singer said
“the crown is somewhere where it is not only making no problems for the economy, but it helps it a

bit without endangering the inflation target dramatically”.
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Baltic States

Baltic consumers are struggling to make ends meet

Estonia

® The Estonia consumer confidence indicator showed a slight recovery in January from a record low of -
32 in December. However, it is too early to draw any conclusion about a sustainable improvement in
consumer confidence and our expectations regarding private consumption remain negative. \We gener-
ally agree with the European Commission’s recently published forecast for the
Estonian economy and expect GDP to drop by more than 4% y/y in 2009 - mostly due to weak domestic

demand

® The good news is that inflation pressures have eased and inflation expectations have declined as well; a
decelerating inflation rate positively contributes to consumer confidence indicators. \We expect retail
trade to slump further, to -13.6% y/y in December from -9.0% y/y in November. Some improvement
could be visible in January, mainly based on a positive base effect and further corrections in consumer
prices.

Lithuania

® Retail trade developments in Lithuania now follow the trends seen in other Baltic countries. Hence,
we expect retail trade output to have dropped by 7.6% y/y in December from a decline of almost
12% y/y in November. However, a more significant deterioration is expected in 2009 due to higher

indirect taxes and more pessimistic expectations regarding future income growth.

® The Lithuanian economy is slowing very sharply; we now expect GDP growth to have declined to 0%
y/y during Q4 08 from 2.9% y/y in Q3, and most risks to our forecast are on the downside. The

European Commission expected GDP growth to turn negative already in the last quarter of 2008.
Latvia

® Latvian retail trade data since the end of 2007 has shown a remarkable deterioration and to date
there has been no improvement; we expect retail sales to have dropped 19.7% y/y in December
from -15.1% in November. We do not expect any sustainable improvement in the coming months,

but a positive base effect could help the year-on-year growth rates slightly.
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CIS

CBR sticks to managed float but widens corridor

Russia

Russian central bank Chairman Ignatiev said yesterday that the Russian central bank [CBR]) is
sticking to the managed float exchange rate system. According to the CBR, the new upper boundary
is basket/RUB41 - 10% higher than yesterday’s level of around basket/RUB37. Some watchers
had been speculating that the CBR would announce a more significant change in FX policy, such as
a move to a free float.

Background: Since the beginning of December the CBR has accelerated the widening of the bas-
ket/RUB trading band, and this has led to a significant weakening of the rouble against the bi-
currency basket (55% USD and 45% EUR) and to a noticeable rise in the daily basket/RUB. The ad-
justment in the Russian FX rate reflects lower oil prices and the escalation of the credit crunch dur-
ing Q4 08. These factors have led to a reversal of capital flows, which have turned net negative and
drained FX reserves by more than 33% in just five months.

Going forward, the CBR wants to retain some control of the rouble even though Mr Ignatiev an-
nounced a readiness to accept a rouble 10% weaker than the basket - going to basket/RUB 41.
Market participants are likely to try to test the new upper boundary in the coming weeks, which
could create more volatility. Even though the CBR has managed to stop the weakening of the rouble
in recent days, pressure for a weaker currency is still strong. A weekly USD30bn drop in FX re-
serves is not sustainable for long.

The outlook for the rouble remains bleak, and a weak balance of payments outlook also calls for a
weaker Russian currency. The question is, what happens when basket/RUB reaches RUB41, which
we think is highly likely, and FX reserves continue to plunge on more capital flight? Then the CBR
will face the same situation as now, and it may have to widen the corridor further as it searches for
the ‘equilibrium’ rate and drains FX reserves. The CBR said that it may reconsider the basket
boundary (RUB41] if oil falls to USD30/barrel - and is therefore not completely ruling out more
rouble weakening. We are concerned about the pace of the decline in FX reserves, which would
most likely be slowed if the CBR were to move towards a freely floating currency. Eventually there
may be a free float with an inflation-targeting policy; we believe the CBR may find it useful to speed
up the adoption of such a regime.

We still see a lot of downside for the rouble over the coming three-six months, even beyond the
RUB41 basket/RUB level. This hew upper boundary draws attention to Kazakhstan, where expecta-
tions are rising that the new central bank governor will announce a similar move. Uneasy CIS mar-

kets may cause a negative spill-over effect into CEE FX markets in the coming weeks.
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425- 425 10- ., 10
9.% %, g
40.0- -40.0
8- 8
375 375 -, -
350- . 350 6. Historical volatility - basket/RUB 6
Basket/RUB
325- 325 5- 5
300 300 4 4
3 3
27.5- 275
2 2
250 v v 250 T |
Jan Apr  Jul  Oct Jan Apr Jul Oct Jan Jan  Apr Jul  Oct Jan Apr Jul  Oct Jan
07 08 09 s 07 08 09

Source: Ecowin, Reuters



23 JANUARY, 2008 NEW EUROPE WEEKLY

EMEA

South African inflation in the spotlight

Turkey

On Friday, data on Turkish trade in December will be released. It is our expectation that the trade
balance has worsened from a deficit of USD2.7bn in November to USD2.Sbn in December. Al-
though declining oil prices and a slowdown in domestic demand are likely to have a positive impact

on the trade balance, Turkish exports are being hurt by the global credit crisis.

South Africa

Jan

Next week is busy in terms of economic numbers, with inflation being one of the most important
items on the agenda. A slowdown in domestic demand and the sharp drop in world oil prices have
eased inflationary pressures in the South African economy and we think December’s inflation figure
will very likely confirm this trend. We expect December CPIX inflation to drop to 11.4% y/y from
November’'s 12.1%. Consensus expects an even greater drop to 10.7% y/y. The actual figure will
be particularly important as it should give us a hint about the size of the next rate cut from the
South African central bank (SARB).

We have no doubt that the SARB will ease monetary policy significantly this year. The South
African economic outlook is deteriorating markedly and the global economic downturn,
accompanied by softening global demand, has resulted in a plunge in commodity prices including
those of metals, South Africa’s most important exports. This strong drop in exports, combined with
frozen consumer spending - due to high interest rates and high indebtedness of South African
households, means that negative GDP numbers are just around the corner. Following the extremely
weak Q3 08 GDP numbers (real GDP was up just 0.2% on an annualised, seasonally adjusted
basis) we will very likely see a further deterioration in GDP growth in Q4, with negative numbers
being very possible. This means that there will be strong pressure on the SARB to ease monetary

conditions in order to stimulate the economy.

TRY is very sensitive to all news SA economy slowing dramatically

18 62.5- Index %y/y 175
<<PMI, South Africa

57.5- -125
16
USD/TRY
-15 52.5- - 75
14
13 47.5- - 25
-1.2 425- - 25
11 Manufacturing, South Africa>>
Apr  Jul Oct Jan Apr Jul Oct  Jan 37.5; . . . . . l - 7.5
07 08 09 02 03 04 05 06 07 08

Source: Ecowin, Reuters



23 JANUARY, 2008

FX update

CEE currencies under strong pressure
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Russian devaluation trigger sell-off in CEE FX

CEE

Yesterday's announcement by the Russian
central bank to allow for a further 10% weakening
of the Rouble against the basket has triggered a
wider sell-off in the CEE currencies and the
situation is increasingly becoming worrisome for
a number for CEE markets. Hence, EUR/PLN is
now around 4.40 - that weakest level since 2004.
RON and HUF are trading close to the weakest
levels ever against the euro, while EUR/CZK now
is above 28 - the weakest level since 2007.

Most CEE currencies are now trading at weaker
levels, when comparing with our already quite
bearish FX-forecasts (3M, 6M and 12M).
However, this does not mean that we are now
becoming bullish on the CEE currencies. Rather
we fear that panic is setting in the CEE markets.
The situation increasingly resembles the
development amid the Asia-crisis that broke out
in July 1997. We are seeing a "sudden stop" to
the funding of the current account deficits in CEE
- the main reason for the sharp sell-off in the CEE
currencies. Next week will adjust our CEE FX
forecast in a significantly more negative direction
as we are taking into account an "Asian style"
crisis in the CEE markets.

MEA

The TRY and the ZAR are reflecting the global risk
sentiment. The ZAR could move on inflation
numbers, due next week. Both currencies are likely
to remain fragile going forward.

CIS

The RUB headed for new lows amid a record drop
in FX reserves. The central bank announced that it
will not, contrary to some observers’ expectations,
abandon the managed currency peg. Instead it is
widening the basket/RUB trading corridor by a
further 10%. We are looking for more rouble
weakness in the coming weeks - see page 5.

This news draws attention to Kazakhstan, where
expectations are rising that the new central bank
governor will announce a similar move. Uneasy CIS
markets may have a negative spill-over effect into
CEE FX markets in the coming weeks.
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Technical Trading Points - FX rates

EURPLN 4.391 s
Technical View Target Stop Time
SHORT 4.017 4.485 4w
Ratio 8.53% 2.13%

Could short-term reach resistance level around 4.43-4.48
Technical Trend Model

Daily " Trendhigher toward Resistance: 4.4849
Weekly " Trendhigher toward Resistance: 4.523
Monthly " Trading in exhaustedzone

Support/Resistance

23/01/2009 10229
EURTRY 2141
»
Technical View Entr Target Stop Time
RANGE
Go Long > 2.195 2.250 2.159
Go Short < 2.020 1.950 2.053

Technical Trend Model

Daily Range:2.1333-2.1799
Weekly Range:2.0218-2.2697
Monthly A Trendhigher toward Resistance: 2.27¢

Support/Resistance

Key levels 4.038 4.344 4.383 Key levels 2.118 2.144 2.144
Resistance 4.484 4.929 Resistance 2.283 2.412 2.706
Support 4.316 3.870 3.502 Support 1.989 1.825 1.531
RSI D W M RSI D W M
14 period 73.16 71.86 69.95 14 period 54.14 61.97 63.04
Bollinger Bands D W M Bollinger Bands D W M
BANDWIDTH 11.41 33.79 BANDWIDTH 5.50 25.22
PERCENTAGE 0.95 0.97 PERCENTAGE 0.64 0.77

EURHUF 286.80 USDZAR 10.257
— = D= »
Technical VView  Entry Target Stop Time Technical View Entry Target Stop Time
RANGE RANGE 9.075 10.280 3w
GolLong > 288.50 298.5 283.00 GolLong > 10.380 10.860 10.210
Go Short < 279.50 270.00 284.00 Go Short < 9.820 9.480 9.970

Technical Trend Model

Daily Range:279.89-288.29
Weekly N Trading in exhausted zone
Monthly N Trend higher toward Resistance: 312.19

Support/Resistance

Key levels 263.943 284.600 285.927
Resistance 291.203

Support 277.573 271.597 257.967
RSI D \W M
14 period 67.76 70.42 67.62
Bollinger Bands D \\/ M
BANDWIDTH 11.26 19.96
PERCENTAGE 0.88 0.96

Technical Trend Model

Daily Range:9.9166-10.377
Weekly Range:9.2155-10.7906
Monthly Range:11.8722-11.8722

Support/Resistance

Key levels 9.812 10.184 10.196
Resistance 10.409 11.293 12.775
Support 8.928 8.331 6.850
RSI D \\/ M
14 period 59.27 61.14 72.39
Bollinger Bands D \\/ (il
BANDWIDTH 13.52 35.51

PERCENTAGE 0.86 0.68

i EURCZK 28.145 s
Technical View Target Stop Time
SHORT 26.950 28.800 3.W
Ratio 425% 2.33%

Major resistance 28.250
Technical Trend Model

Daily " Trend higher toward Resistance: 28.559
Weekly " Trading in exhausted zone
Monthly N Trading in exhaustedzone

Support/Resistance

Key levels 26.234 27.912 28.095
Resistance 28.332 30.430
Support 27.591 25.493 24.136
RSI D W M
14 period 72.82 73.61 59.13
Bollinger Bands D W M
BANDWIDTH 8.85 17.82
PERCENTAGE 1.01 1.07

" EURRON 4.336 »
Technical View Entr Target Stop Time
RANGE 4.137 4.353
GolLong > 4.355 4.400 4285
Go Short < 4.250 4.000 4319

Technical Trend Model

Daily Range: 4.2585 -4.3529
Weekly A Trading in exhaustedzone
Monthly " Trading in exhaustedzone

Support/Resistance

Key levels 3.968 4.316 4.336
Resistance 4.587

Support 4.278 4.154 3.844
RSI D W M
14 period 74.04 80.65 7352
Bollinger Bands D W/ M
BANDWIDTH 11.57 22.29
PERCENTAGE 0.79 1.05

Source: Bloomberg and Technical Analysis, Danske Markets
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FX forecasts

Currency Forecast, New Europe/EMEA

Jan-23, 2009 EUR usD SEK NOK DKK
Actual 1.28 8385 707.4 580.8
USD +3m 124 847 734 601
+6m 124 815 710 602
+12m 1.28 . 750 664 583
Actual 439 3.42 2448 206.6 1696
BLN +3m 419 3.38 251 217 178
+6m 422 3.40 239 209 177
+12m 425 3.32 226 200 176
Actual 2864 223.2 376 3.17 260
HUF +3m 280 226 375 3.25 266
+6m 285 230 354 3.09 282
+12m 290 227 331 2.93 257
Actual 28.1 219 38.2 323 26.5
_— +3m 27.7 223 37.9 329 26.9
+6m 28.0 226 36.1 314 26.6
+12m 28.2 220 34.0 30.1 26.5
Actual 15.6 122 68.8 58.0 4784
EEK +3m 15.7 126 67.1 58.1 47.6
+6m 15.7 126 64.5 56.2 47.7
+12m 15.7 122 61.3 543 47.7
Actual 0.70 0.55 1528.4 12894 10586
L +3m 0.70 0.56 1500 1300 1064
+6m 0.70 0.56 1443 1257 1066
+12m 0.70 0.55 1371 1214 1066
Actual 345 2.69 3116 262.9 2158
LTL +3m 345 2.78 304 264 216
+6m 345 2.78 293 255 216
+12m 345 2.70 278 246 216
Actual 433 3.38 2482 209.4 1719
RON +3m 440 3.55 239 207 169
+6m 450 3.63 224 196 166
+12m 460 3.59 209 185 162
Actual 1.96 1.52 550.2 464.2 381.1
BeN +3m 1.96 1.58 537 465 381
+6m 1.96 1.58 517 450 382
+12m 1.96 1.53 491 435 382
Actual 2.15 1.687 5016 423.2 3474
TRY +3m 2.20 1.77 477 414 339
+6m 225 1.81 449 391 332
+12m 235 1.84 409 362 317
Actual 42.3 329 25.5 215 17.8
BUB +3m 46.4 37.4 22.6 196 16.1
+6m 47.1 380 21.4 187 158
+12m 49.9 390 19.2 17.0 149
Actual 10.08 7.86 108.7 90.1 73.9
UAH +3m 10.54 8.50 100 86 71
+6m 11.16 9.00 91 79 67
+12m 12.80 10.00 75 66 58
Actual 13.18 10.27 81.7 689 56.6
JAR +3m 13.64 11.00 77 67 54.6
+6m 13.95 11.25 72 63 53.5
+12m 14.72 11.50 65 58 50.7

Source: Bloomberg and Danske research forecasts.
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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 Associations.

Financial models and/or methodology used in this report
Calculations and presentations in this report are based on standard econometric tools and methodology. Documentation can be
obtained from the above named authors upon request.

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 for the first date of publication.

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 sec-
tor. This publication is not intended for retail customers in the UK or any person in the US. Danske Markets is a division of Dan-
ske Bank A/S. Danske Bank A/S is authorized by the Danish Financial Supervisory Authority and subject to limited regulation by
the Financial Services Authority (UK]. Details on the extent of our regulation by the Financial Services Authority are available
from us on request. Copyright (C) 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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