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USD/RUB daily EUR/RUB: 43.13 — 43.0 (December)
34.00 USD/RUB: 32.30 — 33.0 (December)
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July and August losses of around 3% versus the dual currency basket of 55%
" USD and 45% EUR. On the one hand, the rouble participated in the easing of
32.50 1 ‘ 1 market tensions which affected most risky assets, as especially EM assets had

probably been beaten too much before. On the other hand, the reluctance of the

| | The Russian rouble regained strength during the last two weeks, reversing the
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central bank to cut interest rates — as demonstrated again last Friday - is also
31.50 : : : : supportive for the currency. Moreover, the strengthening can be seen as a sign of
244ul 05-Aug 17-Aug 29-Aug 10-Sep market confidence in the new leadership of the Russian central bank headed by

Source: Thomson Reuters

Ms. Nabiullina, who indicated her intention to continue the transition to a fully-
floating rouble rate and keeping emphasis on inflation reduction. As with other
EM assets, the rouble will be sensitive to US monetary policy and thus the result
of tomorrow’s FOMC meeting.
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' ‘ ' current Dec-13 Mar-14 Jun-14
31.00 - ““ H" EUR/USD 1.334 1.30 1.31 1.29
'HI ‘|" EUR/CHF 1.236 1.25 1.28 1.28
30.00 | EUR/JPY 132.3 130 135 135
USD/JPY 99.1 100 103 105
29.00 ; : : EUR/GBP 0.838 0.84 0.84 0.83
21-Dec 11-Mar  30May 18-Aug EUR/PLN 4.199 4.15 4.10 4.00
Source: Thomson Reuters EUR/HUF 299.0 300 305 305
EUR/CZK 25.74 25.50 25.40 25.10
EUR/RON 4.453 4.50 4.45 4.50
EUR/HRK 7.600 7.60 7.57 7.48
EUR/RSD 114.53 115 113 112
EUR/RUB 43.13 43.0 425 437
USD/RUB 32.30 33.0 325 32.4
EUR/UAH* 10.905 10.7 10.7 11.2
USD/UAH* 8.180 8.2 8.2 8.3
EUR/CNY 8.168 7.90 7.93 8.10
USD/RUB monthly USD/CNY 6.121 6.08 6.05 6.00
35.00 EUR/BGN 1.956 1.96 1.96 1.96
EUR/ALL 140.50 140.0 139.5 139.0
33.00 | EUR/BYR* 12,005 12,700 13,100 13,900
USD/BYR* 9,000 9,800 10,000 10,300
31.00 EUR/KZT 204.67 199 202 200
USD/KZT 153.38 153 154 155
29.00 | EUR/TRY 2.668 2.54 2.62 2.71
2700 | USD/TRY 2.001 1.95 2.00 2.10
EUR/BRL 3.047 2.96 3.01 3.04
25.00 ‘ ‘ ‘ USD/BRL 2.284 2.28 2.30 2.25
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EUR/USD: 1.334 — 1.30 (December)
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Relative to the vyield differential be-
tween two-year German and Ameri-
can government bonds, the euro’s

quotation of 1.335 EUR/USD against

EUR/CHF: 1.236 — 1.25 (December)
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Over the last three months, the Swiss
franc has been fluctuating within a
narrow range of just below 1.23 and
slightly above 1.24. In the two previ-

the dollar is currently around two cents
too tight. Most recently, the euro was
supported by weak US economic data
(retail sales, consumer confidence) as
well as the withdrawal of university pro-
fessor Lawrence Summers’s candidacy
for the succession of Fed chairman Ben
Bernanke next year. Along with current
vice chairman Janet Yellen, Summers
was the most promising candidate for
the most important position at the US
Fed. The path now seems to be free
for Yellen who is considered to be an
absolute “dove” and advocate of an
ultra-loose monetary policy. She is a
confessing opponent of a reduction of

ous quarters, the Swiss economy has
demonstrated its strength to leave de-
flation behind. For the time being, this
news was reason enough for the Swiss
franc to refrain from further deprecia-
tion. By the end of the year, a target
value near the 1.25 CHF per EUR will
likely have established. In 2014, how-
ever, depreciation should gain steam,
bringing the CHF to the 1.30 mark
against the EUR. The main reason
for this might be the euro economy’s
stronger momentum, which is also
directly linked to the monetary policy
discussion of when interest rates will
be increased for the first ime. We as-

EUR/JPY: 132.3 — 130 (December), USD/JPY: 99.1—> 100 (December)
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The yen seems to be facing difficulties
holding above the 100 mark against

the USD. In the absence of fundamen-
tal impulses, the USD development is
currently having the main impact on
the yen. We nevertheless stick to our
forecast of a weaker yen in the longer
term. Even if markets have already an-
ticipated some of this, the difference
in the monetary policy orientation be-
tween the US and Japan still speaks
for a weak yen. This clearly emerges
with a view to the yield differentials,
which have again seen a significant
increase most recently. This trend will
continue further next year. In addition,
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bond purchases. Many market players
apparently expect a longer adherence
to the present zero interest rate policy
and to QE3 under her leadership than
would have been the case with Sum-
mers’s guidance. We nevertheless be-
lieve it to be likely that the Fed will an-
nounce a cutback on bond purchases
at Wednesday’s FOMC meeting. If this
happened, there would be downward
potential for the euro, which should
lose one or two cents in value after
such decision.

Analyst: Jérg Angelé
joerg.angele@raiffeisenresearch.at

sume that the ECB will turn the interest
rate twist earlier than the Swiss na-
tional bank (SNB). That's why the in-
terest rate and yield differential might
develop to the benefit of the EUR and
weaken the CHF. If the Swiss economy
remains on track, the country’s central
bank will think aloud about raising the
CHF bottom threshold. Yet, there is still
time until then. In fact, also the SNB
lets us know that there is still no end in
sight to the 1.20 CHF limit, which has
been valid for two years

Analyst: Lydia Kranner
lydia.kranner@raiffeisenresearch.at

Japan finds itself at a crossroads: In
the event of a lack of reforms, the ex-
citement around which has abated re-
cently, the currently ongoing economic
recovery will not be of lasting nature.
Without a distinct economic recovery
it might be difficult to reduce debt and
the risk of capital outflows increases.
A combination of all the arguments
reflects better on a JPY depreciation
than on an appreciation.

Analyst: Lydia Kranner
lydia.kranner@raiffeisenresearch.at
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EUR/GBP: 0.838 — 0.84 (December)
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At 0.87, the British pound in August
has obviously reached rock bot-
tom against the EUR. The GBP has

EUR/PLN: 4.199 — 4.15 (December)
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Going forward, we see more reasons
why PIN should trade at stronger
rather than weaker levels (i.e. well

EUR/HUF: 299.0 — 300 (December)
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since appreciated around 4%. That's
why the downward trend might end
earlier than originally assumed. Also
Great Britain is among the countries
in which a surprising GDP growth
was achieved in the first two quarters.
Leading indicators suggest a continu-
ation of this trend over the next one or
two quarters. At that point, however,
the dynamic will likely start to lose mo-
mentum. In terms of monetary policy,
the British central bank (BoE), similar
to the US Fed, is facing the dilemma
of having linked possible interest rate
hikes to a fall in the unemployment

below 4.20) vs. EUR. First, the recent
selloff may have been a bit over-
done. This leaves a certain amount of
recovery potential. Second, several
structural drivers should support mod-
est PLN strengthening going forward.
The Polish real economy seems to be
on a clear recovery path. Therefore,
central bank communication and
real monetary policy in Poland will
change much earlier than inside the
euro area (i.e. we already expect rate
hikes in H2 2014 in Poland, while we
do not see rate hikes in the euro area
in 2014). This outlook is definitely

The forint remains in its trading range
around 300 against the euro with
no important data expected to be re-
leased this week. Eyes are rather on
the Fed tapering decision. In terms
of domestic news, the FX mortgage
scheme remains one major source
of concern, while investors continue
to estimate how far the central bank
will cut interest rates in the coming
months. The cuts will most likely be
smaller, and we currently project the
rate-cutting cycle ending at 3.2%, al-
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rate below a specific percentage
(7.0%). The date for the first interest
rate move will therefore be the subject
of strong debate also next year and
give the GBP a boost. Yet, we assume
that the BoE will increase interest rates
only after the Fed and the ECB have
done so. As a result, most recently es-
tablished yield differentials will again
decrease, which speaks against a
stronger appreciation.

Analyst: Lydia Kranner
lydia.kranner@raiffeisenresearch.at

totally different than the situation in
H1 2013. Nevertheless, there are
still some external volatility risks for
EUR/PLN. Moreover, one should not
underestimate domestic factors result-
ing from the recent pension system
changes with relevance for the bond
market that could drive PLN volatility.
That said, any EUR/PLN weakening
towards 4.30 in the case of exter-
nal risks materialising would provide
good opportunities for opening long
positions.

Analyst: Pawet Radwariski
pawel.radwanski@raiffeisen.pl

though in a supportive environment
cuts could continue even to 3.0% (the
central bank indicated it would end
the cutting cycle at 3-3.5%). EUR/HUF
is likely to remain in the 300 range
for the coming months. We do not see
any support for a pronounced appre-
ciation trend, but then again we also
do not see any source for a stronger
depreciation if external markets re-
main calm.

Analyst: Wolfgang Ernst
wolfgang.ernst@raiffeisenresearch.at



EUR/CZK: 25.74 —> 25.50 (December)
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EUR/RON: 4.453 —> 4.50 (December)
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The leu exchange rate underper-
formed its regional peers (PLN, HUF)
in the past two weeks. During the pe-
riod, RON lost around 0.6% against

EUR/HRK: 7.600 — 7.60 (December)
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Statements by central bank board
members continue fo underline the
possibility of FX interventions, should
the risk of a deflationary environment
persist. We still do not expect FX in-
terventions by the central bank, even
though the topic will remain on the
agenda for the near future. Given at
least the verbal intervention, we do
not project any stronger apprecia-
tion in EUR/CZK for the time being,
but only project a slow appreciation
trend that should go hand in hand

EUR. Clearly, the losses are low
enough not to raise any concerns.
But exchange rate dynamics over the
last couple of months show a modest
depreciation tendency for the leu. In
addition, we expect portfolio flows
to offer less support for the leu in the
period ahead compared with the first
part of the year. We believe the for-
eign trade deficit will increase, while
net portfolio inflows will remain posi-
tive, but will not be very large. In this
context, the potential for leu appre-
ciation remains limited. Accordingly,
we decided to marginally adjust our

EUR/HRK was quite stable last week
hovering around 7.585. For a couple
of weeks, EUR/HRK has been stead-
ily close to 7.60, but has resisted an
increase over that level. However, this
week opened with EUR/HRK increas-
ing to 7.60, with the banking sec-
tor as the main driver behind higher
demand for foreign currency. As the
7.60 level has been crossed, we ex-
pect to see further increases towards
7.62.
pressures are usual in Q4 as demand

Strengthening  depreciation

x Raiffeisen
RESEARCH

with improving economic growth in
H2 2013. No relevant data publica-
tions are due in the Czech Republic in
the coming two weeks, apart from the
monetary council meeting on the 26
September, where we do not expect
any changes in terms of interest rate
or wording. Therefore, the focus will
be on external news, especially the
Fed’s tapering decision and German
elections.

Analyst: Wolfgang Ernst
wolfgang.ernst@raiffeisenresearch.at

exchange rate scenario to take into
account the limited appreciation po-
tential. Otherwise, we do not see any
reason to be bearish on the leu: there
is good interest from non-residents
in RON-government securities: last
week's 7y Eurobond issue (amounting
to EUR 1.5 bn) was very well received
by the market, and the rating agency
Fitch recently re-affirmed Romania’s
ratings and outlook (BBB- with stable
outlook for long-term FCY debt).

Analyst: Nicolae Covrig
nicolae.covrig@raiffeisen.ro

for foreign currency mounts, but this
trend is also supported by negative
trade balance developments and gen-
erally stronger foreign deleveraging
by domestic sectors. However, the
CNB will remain committed to its goal
of preserving exchange rate stability.
Hence, we stand by our end of the
year estimate of 7.60 (central bank’s
middle rate).

Analyst: lvana Juric
ivana.juric@rba.hr
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EUR/RSD: 114.53 —> 115 (December)
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EUR/UAH*: 10.905 —> 10.7 (December), USD/UAH*: 8.180 —> 8.2 (December)
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Traditionally, the exchange rate has
gone up at the beginning of autumn.
Starting on Monday, 2 September, the
USD/UAH rate in the interbank market

The repositioning of foreign funds’ ex-
posure in RSD MinFin T-bills was the
factor behind EUR/RSD depreciati-
on last week. These corrections were
driven both by geopolitical develop-
ments (i.e. moving to USD investments)
as well as by concerns about whether
the reshuffled government has the po-
wer to move forward with reforms, gi-
ven the social policy framework of the
Social Party of Serbia and the Party of

United Pensioners of Serbia. Together

started to rise smoothly from levels of
8.125-8.130, reaching 8.170-8.175
by 6 September. Since then, quotes
have remained about the same. How-
ever, despite the increase in the rate,
according to market participants, there
is no panic and some of the hryvnia
weakening is a natural process associ-
ated with the resumption of business
after the summer holidays. This conclu-
sion is evidenced by such facts as the
stilthigh balances on correspondent
accounts (that is, market participants
are not running to buy the currency
for a free hryvnia) and the lack of ex-
citement in the cash market. Data on

EUR/CNY: 8.168 — 7.90 (December), USD/CNY: 6.121 — 6.08 (December)
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China’s economic stabilisation might

have proven fo be true. Export and
economic data for August surprised to

17 September 2013

the upside; added to this is the fact
that consumer price inflation remains
low. Nevertheless, the CNY's side-
ways movement with a slight upward
tendency against the USD currently
persists. The CNH in Hong Kong,
however, continues to trend slightly
stronger. This trend will likely persist
for a while, yet until year's end, the
pace of the appreciation with a fur-
ther acceleration of exports due fo in-
creasing external demand should be
stepped up once again.

With regard to a liberalisation of the
currency, the emerging Free Trade

x Raiffeisen
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with other CEE currencies, the dinar

was able to make up for some of the
losses in the last days. The National
Bank of Serbia (NBS) is maintaining a
watchful stance, leaving the key rate
at 11% for the third time in a row. We
expect this will also stay this way at
October's rate-setting meeting until the
NBS sees the prospective changes to
the Budget Law 2013.

Analyst: Ljiliana Grubic
ljiliana.grubic@raiffeisenbank.rs

the cash market of individual banks
suggest that the volume of household
currency purchases increased slightly
in early September (compared to Au-
gust), but remains far from the figures
seen September 2011 and 2012. It
is worth noting that up to August net
household purchases of foreign cur-
rency totalled USD 136 mn, while in
the previous four months, households
sold more FX than they bought. Al-
though compared to the same period
last year, net purchases of currency
declined by almost 6 times.

Analyst: Andreas Schwabe

andreas.schwabe@raiffeisenresearch.at

Zone (FTZ) in Pudong, a part of
Shanghai, might lend fresh impetus.
According to official reports, the yuan
is to be made freely convertible for
the companies in this FTZ. Also inter-
est rates might be liberalised as part
of this effort. Yet, no details about
the exact implementation are known
so far. Under these circumstances, a
particular challenge might be capital
moblity between the FTZ and the rest
of the mainland.

Analyst: Judith Galter
judith.galter@raiffeisenresearch.at



EUR/ALL: 140.50 — 140.0 (December)
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The new government was approved by
the Albanian Parliament in a vote on
15 September. 82 of 140 members of

parliament voted for the new ministers
under the leadership of Prime Minister
Edi Rama, who won parliamentary
elections in June with his socialist par-
ty's. The government program consists
of three main pillars in the next four
years: fight against corruption, reform
of the judiciary and boosting domestic
production. However, one of the main
goals is the progress in the EU inte-
gration. Albania hopes to obtain EU
candidacy status as soon as possible.
Furthermore, the cooperation with the
IMF should be intensified. The Albac-

nian lek weakened slightly to 140.4
against euro in the first weeks of Sep-
tember due to seasonal effect and
strong demand for foreign currency
from some oil corporates. Until further
notice, the currency is expected to
remain stable and EUR/ALL to move
around the level of 140. However,
during Q4, when we usudlly see a
small depreciation, EUR/ALL could
reach 141.00, without breaking the
resistance level 141.30.

Analyst: Valbona Gjeka

valbona.gjeka@raiffeisen.al

EUR/BYR*: 12,005 —> 12,700 (December), USD/BYR*: 9,000 —> 9,800 (December)
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More C/A deficit widening (USD 3.1
bn or 9.3% of GDP in H1 2013) and
uncertain funding sources for heavy
external debt repayments coverage
have boosted tensions in FX market.
The Belarusian rouble has returned to
a depreciation path and since early
2013 it has already lost more than
5% of its value versus USD and EUR.
Moreover, further BYR weakening can
be provoked by increasing imports of
consumer goods amidst higher wa-
ges, devaluation of the Russian rouble

EUR/KZT: 204.67 —> 199 (December), USD/KZT: 153.38 — 153 (December)
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Late in August, Kazakhstan's central
bank announced that from then on the
Kazakh tenge would be pegged to a

currency basket made up of the USD
(70%), the euro (20%) and the Russian
rouble (10%). This replaces the pure
USD/KZT price focus and represents
a first step towards greater exchange
rate flexibility. By adopting this sys-
tem, Kazakhstan follows the example
of Russia, where a currency basket
was intfroduced eight years ago and
has meanwhile reached a high de-
gree of flexibility. The consideration
of the rouble and the euro through
linkeage to a currency basked is rea-
sonable as it better reflects trade rela-
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and net FX purchases by households.
FX reserves decreased slightly in Au-
gust to USD 7.7 bn after a long pe-
riod of stabilisation at USD 8 bn since
late 2011 and are forecasted to de-
cline further. Taking into account the
aforementioned, we revised our EUR/
BYR forecast for 2014 with a more
negative outlook for the Belarusian
currency.

Analyst: Mariya Keda
mariya.keda@priorbank.by

tions with the corresponding currency
areas. At the same time, the USD as
the most important reserve currency
(for foreign exchange interventions)
continues to uphold a prominent po-
sition. The practical significance for
the USD/KZT price is a slightly higher
volatility (due to fluctuations between
the EUR, the USD and the UUB). Yet,
as long as the currency basket's stabil-
ity is upheld, these fluctuations should
remain limited.

Analyst: Andreas Schwabe
andreas.schwabe@raiffeisenresearch.at
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of the respective company must be made on the basis of an offering circular or prospectus approved by such company and not on the basis of this document. Raiffeisen Bank International AG ('RBI') may
have effected an own account transaction in any investment mentioned herein or related investments and or may have a position or holding in such investments as a result. RBI may have been, or might
be, acting as a manager or comanager of a public offering of any securities mentioned in this report or in any related security. Information contained herein is based on sources, including annual reports
and other material which might have been made available by the entity which is the subject of this document. RBI believes all the information to be reliable, but no representations are made as to their
accuracy and completeness. Unless otherwise stated, all views (including statements and forecasts) are solely those of RBI and are subject to change without notice.

Investors in emerging markets need to be aware that settlement and custodial risk may be higher than in markets where there is a long established infrastructure and that stock liquidity may be impacted
by the numbers of market makers which may therefore impact upon the reliability of any investments made as a result of acting upon information contained in this document.

SPECIAL REGULATIONS FOR THE REPUBLIC OF AUSTRIA:

This document does not constitute either a public offer in the meaning of the Kapitalmarkigesetz (,KMG*) nor a prospectus in the meaning of the KMG or of the Borsegesetz. Furthermore this document
does not infend to recommend the purchase or the sale of securities or investments in the meaning of the Wertpapieraufsichtsgesetz. This document shall not replace the necessary advice concerning
the purchase or the sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly contact your RAIFFEISENBANK. Special regulations for the
United Kingdom of Great Britain and Northern Ireland (UK): This publication has been either approved or issued by Raiffeisen Bank International AG (RBI) in order to promote its investment business.
Raiffeisen Bank International AG, London Branch is authorised by the Austrian Financial Market Authority and subject to limited regulation by the Financial Conduct Authority. Details about the extent of
our regulation by the Financial Conduct Authority are available from us on request. This publication is not intended for investors who are Retail Customers within the meaning of the FCA rules and should
therefore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed as an offer or solicitation of an offer to buy (or sell) investments. RBI may
have affected an Own Account Transaction within the meaning of FCA rules in any investment mentioned herein or related investments and or may have a position or holding in such investments as a
result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any securities mentioned in this report or in any related security.

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA:

This research report may not be transmitted to, or distributed within, the United States of America or Canada or their respective territories or possessions, nor may it be distributed to any United States
person or any person resident in Canada, unless it is provided directly through RB International Markets (USA) LLC, a U.S. registered broker-dealer ('RBIM'), and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA:

This research report is intended only for institutional investors and is not subject to all of the independence and disclosure standards that may be applicable to debt research prepared for retail investors.
This report has been provided to you through RB International Markets (USA) LLC, a U.S. registered broker-dealer (‘RBIM’) but has been prepared by our non-U.S. affiliate, Raiffeisen Bank International
AG ('RBI'). Any order for the purchase or sale of securities covered by this report must be placed with RBIM. You may reach RBIM at 1133 Avenue of the Americas, 16th Floor, New York, NY 10036,
212-600-2588. This research has been prepared outside the United States by one or more analysts who may not have been subject to rules regarding the preparation of reports and the independence of
research analysts comparable to those in effect in the United States. The analyst or analysts who prepared this research (i) are not registered or qualified as research analysts with the Financial Industry
Regulatory Authority (FINRA) in the United States and (i) may not be associated persons of RBIM and therefore may not be subject to FINRA regulations, including regulations related to the conduct or
independence of research analysts.

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject to change without notice. The information contained in this report has
been compiled by RBI from sources believed to be reliable but no representation or warranty, express or implied, is made by RBI or its affiliated companies or any other person as to the report’s accuracy,
completeness or correctness. Those securities that are not registered in the United States may not be offered or sold, directly or indirectly, within the United States or to U.S. persons (within the meaning
of Regulation S under the Securities Act of 1933 (the ‘Securities Act’) except pursuant fo an exemption under the Securities Act. This report does not constitute an offer with respect to the purchase or
sale of any security within the meaning of Section 5 of the Securities Act and neither this report nor anything contained herein shall form the basis of, or be relied upon in connection with, any contract
or commitment whatsoever. This report provides general information only. In Canada it may only be distributed to persons who are resident in Canada to whom trades of the securities described herein
may be made exempt from the prospectus requirements of applicable provincial or territorial securities laws.

RESEARCH ANALYST COMPENSATION:

Research analysts employed by RBI are not compensated for specific investment banking transactions. The author(s) of this report receive(s) compensation that is based on (among other factors) the overall
profitability of RBI, which includes earnings from RBI's investment banking and other businesses. RBI generally prohibits its analysts, persons reporting to analysts, and members of their households from
maintaining a financial inferest in the securities or futures of any companies that the analysts cover.

CERTIFICATION:
Each RBI analyst who is involved in the preparation of this research report certifies that:

a) the views expressed in the research report accurately reflect such research analyst’s personal views about the subject securities and issuers; and b) that no part of his or her compensation was, is, or
will be directly or indirectly related to the specific recommendations or views contained in the research report.

RBI is not obligated to update this research report. Investors must keep themselves informed on the current course of business of the issuer, any changes in the current course of business of the issuer
and other relevant factors. By using this report or by relying on it in any manner whatsoever you agree to be bound by the foregoing limitations. Additional information on the contents of this report is
available on request.

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as it is severable from the remaining terms, be deemed omitted from this
Disclaimer and shall in no way affect the legality, validity or enforceability of the remaining terms. Detailed disclaimer and disclosure as per § 48f Austrian Stock Exchange Act: http://www.raiffeisen-
research.at > “Disclaimer”.
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