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ESI| deteriorates across all its components in November

Economic Sentiment Indicator (ESI) decreased for a second month in a row to 83.1in November,
from 86.9 in October. ESI decline intensified at the end of the autumn, in line with renewed business
and mobility restrictions. We note that the recent constraints have been milder relative to CEE peers
and enacted by the local administrations depending on the level of the infection rate.

Employment Expectations Indicator (EEI) fell to 93.2 in November from 96.1 in October.

We expect 0.0% g/q real GDP growth in 4Q20 due to weaker external demand, offsetting the domestic
improvement suggested by our high frequency index in the first half of the quarter. We revised down
our 2020 GDP forecast to -5.2% from -4.7%, amid lighter COVID-19 restrictions in Romania and the
resiliency of the labour market so far. We downgraded the expected recovery in 2021 to +2.7% from
+3.9% previously due to the significant carry-over effect of 4Q20 real GDP for next year’s growth
numbers, with the risk balance tilted to the downside given the weak fiscal position. We revised
upwards our 2022 economic growth forecast to +4.5% from +3.7% on larger expected EU inflows.

The sharpest decline was reported for services confidence as this sector was affected the most by recent
measures announced by authorities (-7.6 points to -23.6). Expected demand in the sector over the next three
months deteriorated sharply.

Manufacturing sentiment was somewhat more resilient, dropping by -0.8 points to -8.1. The assessment of
the order book levels improved on the back of domestic demand as export order books were reported
unchanged vs. previous month. At the same time, inventories declined. Nevertheless, the improvement in the
two subcomponents was not enough to offset the impact from the deterioration in production expectations for
the months ahead, most likely as order backlogs are run down and the future output is expected to align with
the weaker demand.

Industrial investment survey carried out in October/November shows that real investments in manufacturing
is expected to decrease by -9% in 2020 and -36% in 2021. Outlook for investments in the Romanian industry
for 2021 is the worst in the EU, according to the EC survey, though historically there is some negative
reporting bias likely linked to the poor general capitalisation levels of the Romania companies which affects
the medium-term investment plans. Weak investment outlook could also be explained by the reported levels
of capacity utilisation in the manufacturing at 69.3% in 4Q20, just shy of all-time low reached in 3Q20.

Retail sentiment lost -3.9 points in November to -2.3. The morale of construction managers fell by -3.8 points
to -14.7.

The EC did not report the consumer confidence indicator for Romania since April 2020.
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Economic sentiment indicator: Romania synchronized with the EU
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Disclaimer

This publication was prepared by Erste Group Bank AG or any of its consolidated subsidiaries (together with consolidated
subsidiaries "Erste Group") independently and objectively 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 8 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
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.

© Erste Group Bank AG 2020. All rights reserved.
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