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B Theevent risk hasrisen sharply in the Baltic markets and we advise outmost caution.
Y esterday, the Swedish central bank Riksbanken said it will increase its currency reserve
by SEK 100 bn through a loan from the Swedish debt agency. Investors seem to believe
that thisis a buffer to deal with potential problems arising from the Baltic crisis. e peiey rin e
B Yesterday, Statistics South Africa published inflation numbers for April. Inflation 7 o =
dropped only moderately to 8.4% yly, down from March’'s 8.5% yly, confirming that 6 < <Policy rate, Poland e
inflation remains sticky despite the plunge in consumer demand and low petrol prices — see =5 ' o 4
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®  Yesterday, the Polish central bank (NBP) announced it was keeping the key policy f Er . f
rate on hold at 3.75%. Furthermore, the NBP decided to cut the reserve requirement to o. ) ‘ ‘ ‘ 4
3.0% in order to boost liquidity — see comment. 05 05 oz 08 B 1@
m Data showed that average monthly gross wages in Lithuania increased by 1.9% yly in Source: Reuters EcoWin and Danske Markets
Q109. In general the wages trend is downward in the Baltics and Q1 figures are
positive only due to the 6.4% y/y rise in public sector wages versus the 1.2% y/y declinein
private sector wages. In the coming quarters we expect a more pronounced adjustment due
to the expected significant cut in both public and private sector wages, especially in H2 09.
p ) Retail sales in Baltics plummet
review
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®  Thekey event today will be the MPC meeting in South Africa. Although inflation in April s0. Retalsales XY
came out higher than expected and is stubbornly high, concerns over the weakness of the fg: : fg
South African economy are outweighing price worries, and the SARB is likely to deliver . -0
yet another 100bp rate cut to stimulate the struggling economy. This would bring the key 10 -=1g
. -20- + --20
policy rateto 7.50%. o Estonia -
® Lithuanian retail trade data due to be released on today. The Consumer confidence B
indicator (CCl) calculated by the Lithuanian statistics office improved only marginally in :
April  to -50 from -51 in March. However, European Commission CCl based on Source: Reuters EcoWin

seasonally-adjusted data show a further decline in consumer confidence from -54 in March
to -55in April. Thus, we expect retail tradeto drop further by 31.6 % y/y in April.

Trading update

m  With worries over the Baltic situation on the rise there is a significant risk of negative
spill-over to other markets in CEE. Therefore we see clear downside risk on the CEE
currencies and a risk of a sharp sell-off in the CEE fixed income markets in the coming
days. We especially see value in buying USD/HUF, but potentially also USD/PLN on an
escalation of the Baltic crisis.

Calendar

Thursday, May 28, 2009 Period DanskeBank Consensus Previous

ZAR - Monetary Policy Council Meeting % 7.50% 7.75% 8.50%

HUF 9:00 Unemployment % Apr 10.0% 9.7%

LTL 10:00 GDP (2nd estimate) v/y 1st quarter -12.6% -2.24% ) ) i

LTL | 10:00 Retail trade vy Apr 31.8% 30.8% Editor in Chief

ZAR 11:30 Producer prices v/y Apr 4.2% 4.0% 5.3% ChiefAnaIyst
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http://danskeanalyse.danskebank.dk/abo/SACP270509edited/$file/SACP_270509_edited.pdf
http://danskeanalyse.danskebank.dk/abo/FlashCommentPolandRateDecision270509/$file/FlashComment_PolandRateDecision_270509.pdf
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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.

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 over-all
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 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 anaysis 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 pur-chase 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 li-ability 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 a division of Danske Bank A/S. Danske Bank A/S is authorized by the Danish Financial Supervisory
Authority and subject to limited regulation by the Financia Services Authority (UK). Details on the extent of our
regulation by the Financial Services Authority are available from us on request. Copy-right (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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