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Outcome of ECB council meeting on Thursday highly uncertain

Even with the US labor market report scheduled for release, the most
watched event next week will be the ECB council meeting on Thursday. At
its previous meeting, the council announced that it would re-examine the
degree of monetary accommodation at the December meeting. Since
then, statements by decision makers have differed, but statements
pointing towards further monetary stimulus were in the majority.
Accordingly, the markets expect the ECB to loosen its monetary stance
further; however, the degree is highly uncertain, not least because of the
continuing good economic data from the Eurozone, which raises (also in
our view) justified doubts about the necessity of any further monetary
support for the economy. From the account of the previous council’s
meeting, it could be seen that the stagnant core inflation rate after months
of increase was a main cause of concern for decision makers. Core
inflation was recently reported at 1.1% and from that level an overall
inflation rate of slightly below 2% by the end of 2017 does not seem out of
reach, even more so as the economy is performing well. This
notwithstanding, a significant number of members of the council see risks
for the attainment of the inflation goal and therefore monetary policy is
likely to be loosened on Thursday.

The most likely measure is, in our view, a change in guidance for the
duration of asset purchases. Currently, September 2016 is communicated
as the most likely end of QE. On Thursday, this date is likely to be pushed
backwards well into 2017. At the same time, the ECB will leave all doors
open and we expect the following phrase to be repeated: asset purchases
will continue in any case until a sustained adjustment path of inflation that
is consistent with the aim of achieving inflation rates below, but close to
2% over the medium term, is seen. Further, we expect the ECB’s deposit
rate to be lowered from -0.2% to -0.3%. The media reported discussion
within the ECB concerning a two-tier deposit rate, where a lower rate
would apply to deposits above a certain threshold. Such a measure would
aim to distribute the excess liquidity among Eurozone banks more evenly.
Finally, as a third measure, an increase in monthly purchases seems to
be in the cards. However, the extent of this is difficult to forecast, as the
impact of QE on inflation can hardly be quantified. Based on the good
economic data, we think that the council will only agree on a rather
moderate increase of monthly purchases by EUR 10bn. In recent weeks,
rumors have spread that the ECB was considering extending its universe
of investable securities to municipalities. However, the availability of these
assets differs strongly among Eurozone member countries and asset
purchases would have to be spread unevenly, which speaks against this
option.

In summary, the outcome of the upcoming ECB council meeting is highly
uncertain. Considering the good economic data, the weak euro and
opposing statements from leading ECB officials (ECB Executive Board
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Member Lautenschlaeger), we expect measures at the lower end of
expectations.

Austrian GDP growth in 3Q15 in line with expectatio  ns

According to the estimates of the Austrian Institute of Economic Research
(WIFQO), Austrian GDP grew by 0.3% g/q and 1.0 y/y in 3Q15, exactly in
line with the flash estimates published the previous month. The yearly
growth of the previous quarter has been revised upwards from 0.7% to
0.8%. The main drivers of growth were a revival of investment growth
stimulated by the recovery in important export destinations and increased
government spending due to the refugee crisis. Private consumption
remained subdued. Despite noticeable acceleration in export growth, net
exports made a negative contribution to GDP due to the increased growth
of imports because of the increased demand for imported investment
goods. We expect that, if the positive tendency persists for the next
quarter, Austrian yearly economic growth in 2015 could turn out to be
higher than the forecasted 0.7%.
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Economic calendar
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Source: Bloomberg, Erste Group Research
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FORECASTS
GDP 2012 2013 2014 2015 2016
Eurozone -0.6 -0.5 0.9 1.5 1.8
us 2.8 1.9 2.4 2.4 3.0
Inflation 2012 2013 2014 2015 2016
Eurozone 2.3 13 0.5 0.3 15
us 21 15 1.6 0.1 1.8
current Dec.15 Mar.16 Jun.16 Sep.16
ECB MRR 0.05 0.05 0.05 0.05 0.05
3M Euribor -0.11 -0.10 -0.10 -0.10 -0.10
Germany Govt. 10Y 0.46 0.70 1.10 1.50 1.60
Swap 10Y 0.84 1.00 1.40 1.80 1.90
current Dec.15 Mar.16 Jun.16 Sep.16
Fed Funds Target Rate* 0.12 0.38 0.63 0.88 1.38
3M Libor 0.41 0.63 1.00 1.30 1.80
US Govt. 10Y 2.21 2.40 2.80 3.20 3.40
EURUSD 1.06 1.05 1.08 1.10 1.12

*Mid of target range

Source: Bloomberg, Erste Group Research

Erste Group Research — Week ahead

Page 4



Erste Group Research

Week ahead | Macro, Fixed Income | Eurozone, USA

27 November 2015

Contacts

Group Research

Head of Group Research

Friedrich Mostbdck, CEFA

Major Markets & Credit Research

Head: Gudrun Egger, CEFA

Ralf Burchert (Agency Analyst)

Hans Engel (Senior Analyst International Equities)
Christian Enger, CFA (Covered Bonds)
Margarita Grushanina (Economist AT, CHF)
Peter Kaufmann, CFA (Corporate Bonds)
Stephan Lingnau (International Equities)
Carmen Riefler-Kowarsch (Covered Bonds)
Rainer Singer (Senior Economist Euro, US)
Bernadett Povazsai-Romhild (Corporate Bonds)
Gerald Walek, CFA (Economist Euro)
Katharina Bohm-Klamt (Quantitative Analyst Euro)
Macro/Fixed Income Research CEE

Head CEE: Juraj Kotian (Macro/FI)

Zoltan Arokszallasi (Fixed income)
Katarzyna Rzentarzewska (Fixed income)
CEE Equity Research

Head: Henning ERkuchen

Franz Horl, CFA (Basic Resources, Real Estate)
Daniel Lion, CIIA (Technology, Ind. Goods&Services)
Christoph Schultes, MBA, CIIA (Industrials)
Vera Sutedja, CFA (Telecom)

Thomas Unger; CFA (Banks, Insurance)
Vladimira Urbankova, MBA (Pharma)
Martina Valenta, MBA (Real Estate)

Editor Research CEE

Brett Aarons

Research Croatia/Serbia

Head: Mladen Dodig (Equity)

Head: Alen Kovac (Fixed income)

Anto Augustinovic (Equity)

Milan Deskar-Skrbic (Fixed income)
Magdalena Dolenec (Equity)

Ivana Rogic (Fixed income)

Davor Spoljar, CFA (Equity)

Research Czech Republic

Head: David Navratil (Fixed income)

Head: Petr Bartek (Equity)

Renata Durgova (Equity)

Jiri Polansky (Fixed income)

Dana Hajkova (Fixed income)

Martin Krajhanzl (Equity)

Jana Urbankova (Fixed income)

Research Hungary

Head: J6zsef Mir6 (Equity)

Gergely Urméssy (Fixed income)

Andras Nagy (Equity)

Vivien Barczel (Fixed income)

Tamas Pletser, CFA (Oil&Gas)

Research Poland

Head: Magdalena Komaracka, CFA (Equity)
Marek Czachor (Equity)

Tomasz Duda (Equity)

Adam Rzepecki (Equity)

Research Romania

Chief Economist, Director: Radu Craciun
Head: Mihai Caruntu (Equity)

Head: Dumitru Dulgheru (Fixed income)
Chief Analyst: Eugen Sinca (Fixed income)
Dorina llasco (Fixed Income)

Research Slovakia

Head: Maria Valachyova, (Fixed income)
Katarina Muchova (Fixed income)

+43 (0)5 0100 11902

+43 (0)5 0100 11909
+43 (0)5 0100 16314
+43 (0)5 0100 19835
+43 (0)5 0100 84052
+43 (0)5 0100 11957
+43 (0)5 0100 11183
+43 (0)5 0100 16574
+43 (0)5 0100 19632
+43 (0)5 0100 17331
+43 (0)5 0100 17203
+43 (0)5 0100 16360
+43 (0)5 0100 19632

+43 (0)5 0100 17357
+43 (0)5 0100 18781
+43 (0)5 0100 17356

+43 (0)5 0100 19634
+43 (0)5 0100 18506
+43 (0)5 0100 17420
+43 (0)5 0100 11523
+43 (0)5 0100 11905
+43 (0)5 0100 17344
+43 (0)5 0100 17343
+43 (0)5 0100 11913

+420 956 711 014

+381 11 22 09178
+385 72 37 1383
+385 72 37 2833
+385 72 37 1349
+385 72 37 1407
+385 72 37 2419
+385 72 37 2825

+420 224 995 439
+420 224 995 227
+420 224 995 213
+420 224 995 192
+420 224 995 172
+420 224 995 434
+420 224 995 456

+361 235 5131
+361 373 2830
+361 235 5132
+361 373 2026
+361 235 5135

+48 22 330 6256
+48 22 330 6254
+48 22 330 6253
+48 22 330 6252

+40 3735 10424
+40 3735 10427
+40 3735 10433
+40 3735 10435
+40 3735 10436

+421 2 4862 4185
+421 2 4862 4762

Treasury - Erste Bank Vienna
Saving Banks & Sales Retail
Head: Thomas Schaufler

Equity Retail Sales

Head: Kurt Gerhold

Fixed Income & Certificate Sales
Head: Uwe Kolar

Treasury Domestic Sales

Head: Markus Kaller

Corporate Sales AT

Head: Christian Skopek

Fixed Income & Credit Institutional Sales

Institutional Sales

Head: Manfred Neuwirth
Bank and Institutional Sales
Head: Jurgen Niemeier

+43 (0)5 0100 84225
+43 (0)5 0100 84232
+43 (0)5 0100 83214
+43 (0)5 0100 84239

+43 (0)5 0100 84146

+43 (0)5 0100 84250

+49 (0)30 8105800 5503

Institutional Sales Western Europe AT, GER, FRA, BE NELUX

Head: Thomas Almen
Charles-Henry de Fontenilles
Marc Pichler

Rene Klasen

Dirk Seefeld

Bernd Bollhof

Bank and Savingsbanks Sales
Head: Marc Friebertshauser
Sven Kienzle

Michael Schmotz

Ulrich Inhofner

Klaus Vosseler

Andreas Goll

Mathias Gindele

Bernd Thaler

Fabian Biitger

Jorg Moritzen

Institutional Sales CEE and International
Head: Jaromir Malak

Central Bank and International Sales
Head: Margit Hraschek
Christian Kossler

Gabriele Loecker

Institutional Sales PL and CIS
Pawel Kielek

Michal Jarmakowicz (Fixed Income)
Institutional Sales Slovakia
Head: Peter Kniz

Monika Smelikova

Institutional Sales Czech Republic
Head: Ondrej Cech

Milan Bartos

Radek Chupik

Barbara Suvadova
Institutional Sales Croatia
Head: Antun Buric

Natalija Zujic

Zeliko Pavigié

Institutional Sales Hungary
Norbert Siklosi

Attila Hollo

Institutional Sales Romania
Head: Ciprian Mitu

Stefan Racovita

Institutional Solutions and PM
Christopher Lampe-Traupe

+43 (0)5 0100 84323
+43 (0)5 0100 84115
+43 (0)5 0100 84118
+49 (0)30 8105800 5521
+49 (0)30 8105800 5523
+49 (0)30 8105800 5525

+49 (0)711 810400 5540
+49 (0)711 810400 5541
+43 (0)5 0100 85542
+43 (0)5 0100 85544
+49 (0)711 810400 5560
+49 (0)711 810400 5561
+49 (0)711 810400 5562
+43 (0)5 0100 85583
+49 (0)151 53810580
+49 (0)30 8105800 5581

+43 (0)5 0100 84254

+43 (0)5 0100 84117
+43 (0)5 0100 84116
+43 (0)5 0100 84101

+48 22 538 6223
+43 50100 85611

+421 2 4862 5624
+421 2 4862 5629

+420 2 2499 5577
+420 2 2499 5562
+420 2 2499 5565
+420 2 2499 5590

+385 (0)7237 2439
+385 (0)7237 1638
+385 (0)72 37 14 94

+36 1 2355 842
+36 1 2355 846

+43 (0)50100 85612
+40 373 516 531

+43 (0)50100 85507

Erste Group Research — Week ahead

Page 5



Erste Group Research
Week ahead | Macro, Fixed Income | Eurozone, USA
27 November 2015

Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated
subsidiaries "Erste Group") as other information pursuant to the Circular of the Austrian Financial Market Authority regarding
information including marketing communication pursuant to the Austrian Securities Supervision Act. This publication serves
interested investors as additional source of information and provides general information, information about product features or
macroeconomic information without emphasizing product selling marketing statements. This publication does not constitute
marketing communication pursuant to Art. 36 (2) Austrian Securities Supervision Act as no direct buying incentives were
included in this publication, which is of information character. This publication does not constitute investment research pursuant
to § 36 (1) Austrian Securities Supervision Act. It has not been prepared in accordance with legal requirements designed to
promote the independence of investment research and it is not subject to the prohibition on dealing ahead of the dissemination
of investment research. The information only serves as non-binding and additional information and is based on the level of
knowledge of the person in charge of drawing up the information on the respective date of its preparation. The content of the
publication can be changed at any time without notice. This publication does not constitute or form part of, and should not be
construed as, an offer, recommendation or invitation to subscribe for or purchase any securities, and neither this publication nor
anything contained herein shall form the basis of or be relied on in connection with or act as an inducement to enter into any
contract or inclusion of a security or financial product in a trading strategy. Information provided in this publication are based on
publicly available sources which Erste Group considers as reliable, however, without verifying any such information by
independent third persons. While all reasonable care has been taken to ensure that the facts stated herein are accurate and
that the forecasts, opinions and expectations contained herein are fair and reasonable, Erste Group (including its
representatives and employees) neither expressly nor tacitly makes any guarantee as to or assumes any liability for the up-to-
dateness, completeness and correctness of the content of this publication. Erste Group may provide hyperlinks to websites of
entities mentioned in this document, however the inclusion of a link does not imply that Erste Group endorses, recommends or
approves any material on the linked page or accessible from it. Neither a company of Erste Group nor any of its respective
managing directors, supervisory board members, executive board members, directors, officers of other employees shall be in
any way liable for any costs, losses or damages (including subsequent damages, indirect damages and loss of profit)
howsoever arising from the use of or reliance on this publication. Any opinion, estimate or projection expressed in this
publication reflects the current judgment of the author(s) on the date of publication of this document and do not necessarily
reflect the opinions of Erste Group. They are subject to change without prior notice. Erste Group has no obligation to update,
modify or amend this publication or to otherwise notify a reader thereof in the event that any matter stated herein, or any
opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. The past performance
of securities or financial instruments is not indicative for future results. No assurance can be given that any financial instrument
or issuer described herein would yield favorable investment results or that particular price levels may be reached. Forecasts in
this publication are based on assumptions which are supported by objective data. However, the used forecasts are not
indicative for future performance of securities or financial instrument. Erste Group, its affiliates, principals or employees may
have a long or short position or may transact in the financial instrument(s) referred to herein or may trade in such financial
instruments with other customers on a principal basis. Erste Group may act as a market maker in the financial instruments or
companies discussed herein and may also perform or seek to perform investment banking services for those companies. Erste
Group may act upon or use the information or conclusion contained in this publication before it is distributed to other persons.
This publication is subject to the copyright of Erste Group and may not be copied, distributed or partially or in total provided or
transmitted to unauthorized recipients. By accepting this publication, a recipient hereof agrees to be bound by the foregoing
limitations.
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