Maj 2012

Aktualna sprava o kapitalovych trhoch v rychlo sa rozvijajucich kraji

emreport

Strana1z5

Konsolidacia na
akciovych trhoch rychlo
sa rozvijajucich krajin
pokracuje

Finan¢né trhy sa
nadalej zameriavaju na
rastové vyhliadky
¢inskeho hospodarstva

V eurozéne sa mnozia
politické rizika
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Globalny prehfad

Vacsina akciovych trhov rychlo sa rozvijajucich krajin v aprili zaznamenavala pokracovanie
korekcie, ktora sa zaCala v mé4ji. Pohlad investorov zostdva zamerany predovSetkym na
hospodarsky wvoj Ciny. Zd4 sa, Ze obavy z hroziaceho vyraznejsieho hospodarskeho oslabenia
v ri8i stredu opat trochu slabnl. To sa v8ak moéZe rychlo zmenit, a preto sa budu vSetky
hospodarske Udaje z Pekingu v nasledujucich mesiacoch pravdepodobne velmi pozorne
sledovat. Je v tom urcita irénia. Celé desatrocia takmer kazdu oficialnu spravu zo socialistického
tabora, a teda aj z Ciny, v zapadnom svete najprv zasadne odbili ako &istti propagandu. Politicky
systém Ciny ani mocenské &truktdry a politické nastroje ¢inskej viadnucej elity sa odvtedy
vyznamne nezmenili. Napriek tomu dnes vyvolavaju vSetky pozitivne interpretované Udaje z
Pekingu kolektivnu Ufavu na celosvetovych finan¢nych trhoch. Problém spolahlivosti oficialnych
Statistik sa samozrejme netyka len Ciny. V ¢ase, ked sa ddvera finanénych trhov stala jednym z
hlavnych cielov politikov a centralnych bank, mozno (a malo by sa) aspor preverit hodnovernost
kazdej oficialnej Statistiky — aj v USA a EU. Pripomerime si, Ze priznanie Grécka o zmanipulovani
Udajov o deficite sice terajsiu dlhovl krizu eurozény nezapri¢inilo, ale pravdepodobne ju
napokon rozbehlo. Dévodov na to, aby viady a centralne banky pripadne ¢o najdihsie a vSetkymi
prostriedkami cielene zakryvali skuto¢nost, odvtedy len pribudlo. Bez ohfadu na to, aké
dbéveryhodné su Udaje z Pekingu, nateraz kazdopadne utimili obavy z hroziaceho tvrdého
pristatia. Prevazne pozitivne spravy prinieslo aj americké hospodarstvo. S néarastom o
predbeznych 2,2 % (medzirocne) si hospodarstvo USA v prvom kvartéli celkom vyrazne prilepsilo
—hoci menej vyrazne, ako este nedavno ocakavala vac¢sina analytikov.

Dlhova kriza eurozény zostava podstatnym zatazujicim faktorom. Bezprostredné riziko
dalSich Statnych bankrotov nateraz vdaka zasahu ECB vyrazne kleslo. Fundamentélne
konstrukéné chyby eura sa tym v8ak samozrejme nedaju trvalo kompenzovat. Finanéné trhy by
mohol v nasledujlcich mesiacoch ovplyvnit predovSetkym politicky vyvoj v jednotlivych Statoch
eurozény. Kym prehra franclzskeho prezidenta Sarkozyho vo volbach nebola velkym
prekvapenim a jej vplyv by mal byt vnajblizSom cCase vypocitatelny, vysledok gréckych
parlamentnych volieb bude zamestnavat trhy eSte nejaky as.

Pokial ide o hospodarsky rast, v mnohych rychlo sa rozvijajucich krajinach pretrvava mierne
ozivenie a v nadchadzajucich tyzdnoch je dost mozné, ze sa do¢kéame pozitivnych prekvapent.
Miera inflacie takmer vS8ade dalej klesa a tento trend pravdepodobne pretrva.
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Chinese growth likely to
slow mildly in the
coming months

Weaker economic data
weigh on the Indian
stock market; initial rate
cut by the RBI
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Country focus

China

China’s economy grew at an annualised rate of 8.1% in Q1 2012, a rate which was slower
than most observers had anticipated. The simultaneously released data on industrial production
(+11.9% yoy) and retail sales (+15.2% yoy), however, suggest accelerating growth. The very
positive official purchasing managers’ index result for April was also warmly welcomed, as this
indicator came in at 53.3 points, signalling strong expansion. At the same time, it must be noted
that this index almost always hits its annual peak in April. Viewed in this light, there are not really
any grounds for being overjoyed, as the 53.3 reading was also the worst outcome for April in the
last several years, aside from the crisis-stricken year of 2009. Another positive aspect was that
private consumption was the strongest demand component this time, contributing around 75%
to GDP expansion in Q1. The price component was just 3.7% yoy, down from 7.2% in Q1 2011.
Services grew at a rate of 7.5% yoy, signalling relatively weak domestic demand. From Q2 we
expect to see a mild acceleration in growth on the whole, accompanied by a slow easing of
monetary policy. During the second half of the year, economic activity should pick up even more.
For 2012 as a whole, it is possible that real growth of 8% or slightly higher will be achieved.

Following sharp losses in March, the Chinese stock markets bucked the general trend in the
Emerging Markets and closed the month of April with gains between 4% (H-shares in Hong
Kong) and 7% (A-shares in Shanghai). The mood, however, tends to still be dominated by
caution.

India

In the review period, industrial production only expanded at a rate of 4.1%, instead of the
anticipated 6.8%. This, however, was likely due to a slump in the production of durable consumer
goods. On the other hand, production of capital goods reversed its recent downtrend. The
reliability of the data, however, is coming under increasing scrutiny. For instance, the original
January reading of +6.8% was subsequently revised back to just +1.1%, allegedly due to
erroneous data on sugar production. This unusually strong revision actually even prompted the
Finance Ministry to launch an investigation. A negative reaction was also seen for the consumer
price index for March, which increased by 9.5% (year-on-year), mainly due to rising food prices.
In this environment, India’s central bank (RBI) moved to lower interest rates for the first, cutting
the key rate by the unexpectedly large amount of 50bp. The RBI, however, indicated that it would
not move ahead with further rate cuts for the time being. The central bank projects real economic
growth of 7.3% and price increases (wholesale prices) of 6.5% for March 2012, the end of India’s
fiscal year. The rating agency Standard&Poor’s lowered the outlook for India’s credit rating to
negative, and thus over the medium term the country may be faced with the loss of its
investment grade rating.
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Plans for liberalisation
of the Russian bond
market

www.rcm-international.com

Indian stock prices dropped yet again. In particular, investors’ mood was soured by the
weaker economic data and developments in the field of market regulation. Turnover on the
exchanges dropped steeply. The long-awaited rate cut by the RBI was also not able to improve
the mood much. At the same time, the key technical support zones for the stock indices have
held up well so far, and accordingly May may be decisive for the future direction of stock prices
in India.

Brazil

As expected, the Brazilian central bank lowered the key rate by another 75 basis points at
mid-April. The main arguments for this move were weak industrial production and falling rates of
inflation. It was surprising, however, that further cuts in interest rates were not ruled out, even
though the level of 9% which was reached was described as being the lower limit for 2012 just
one month ago. The Brazilian real weakened in response, with bond and equity prices rising
somewhat by contrast. Brazil's current account deficit doubled in March compared to February,
but is still easy to finance with foreign direct investment. During Q1 2012, portfolio inflows were
rather subdued, with the additional taxes on foreign purchases of Brazilian fixed income
securities obviously having an impact. Nevertheless, the central bank intervened almost every
time there were any signs of BRL appreciation.

The Brazilian equity market closed April with a decline of around 4%. President Rousseff
upped the pressure on banks towards the end of the month, calling on them to pass on the lower
interest rates to consumers and companies and reduce their lending rates.

Russia

In economic terms, the situation for Russia has not changed much recently. The oil price —
the biggest factor influencing the development of Russian financial markets and the Russian
economy — edged slightly lower in April. Despite this, the rouble remained relatively stable
against the EUR-USD currency basket. In a surprising development, however, industrial
production slowed significantly compared to the previous month, but on the other hand private
consumption remained strong. Consumption is being supported by higher real wages (+12.6%
yoy) and relatively low unemployment (6.5%). Due to the government delaying energy price
hikes, the rate of inflation is lower than it ever has been since the collapse of the Soviet Union, as
the current year-on-year rate is at just +3.7%. But inflation will likely pick up as the year
progresses, in line with the current economic development. Russian bonds posted mild gains for
the month. The Russian government bond market is to be liberalised and access for investors
made easier in the future. The target for this is the second half of the year, but it is still uncertain
whether the necessary preparations will have been made by July 1. Russia’s equity market
corrected lower in April, moving in harmony with most of the other EM equity markets. The
MICEX index fell around 3%, accompanied by a sharp decline in trading volumes.
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Inflation remains in
double-digit territory in
Turkey

Polish economy still
looking strong; central
bank decides not to
raise rates for now

Czech economic
activity remains
sluggish: possibility of
more rate cuts in the
months to come?
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Turkey

Growth remains robust in the Turkish economy, but the pace is far from the high double-digit
increases seen last year. Industrial production was surprisingly positive during the previous
month. The purchasing managers’ index increased to over 50, thus pointing to more expansion
in the economy. Inflation remains in double-digit territory and was higher than market participants
had expected in April, with prices increasing by 11.1% compared to the same month of last year.
Even the core rate of inflation (excluding food and energy prices) is over 8%, well higher than the
central bank’s target of 5%. As expected, the central bank left rates unchanged and also did not
alter the interest rate corridor. The Turkish lira appreciated over the month, along with Turkish
bonds. On the other hand, the stock exchange in Istanbul saw negative performance, with the
ISE-100 index dropping by around 4%.

Poland

While the latest economic data in Poland are suggesting a mild slowdown in growth, the
overall economic situation remains quite strong. The Polish economy continues to be driven by
robust gains in domestic consumption, with retail sales turnover rising slightly more strongly than
analysts’ projections in March. Industrial sales, on the other hand, were weaker than anticipated
(most likely due to weaker exports to Western Europe). Consequently, the Polish economy may
manage real growth of up to 3% in 2012. Annual inflation fell to 3.9% (from the previous rate of
4.3%). The relatively strong appreciation of the zloty at the beginning of the year should continue
to dampen inflation in the months ahead. Due to the high inflation (well over the target level of
2.5%) and the strong economic growth environment, the central bank raised the prospects of a
rate hike at its next rate-setting meeting. The latest data, however, do not necessarily support
such a move (anymore). The zloty weakened somewhat in April, whereas Polish bonds were able
to post gains for the month. Poland’s WIG-20 stock index edged 2% lower in April. Losers mostly
included construction industry companies, along with IT and real estate, whereas chemicals and
oil&gas stocks remained quite stable.

Czech Republic

Czech economic data, in particular the purchasing managers’ index, signalled more
doldrums for the economy, which has been in a mild recession for the last two quarters. Looking
at the prospective development of the Czech economy, Western Europe (especially in Germany)
will be the key. Inflation accelerated sharply to 3.8% yoy, mainly due to the VAT hikes and higher
energy prices. The recently stronger Czech koruna should help to contain inflation in the coming
months however. There is still no demand-side inflationary pressure in sight and thus inflation
should soon fall back to below 2% again. As generally expected, interest rates were left on hold.
One interesting aspect, however, was that two council members actually voted for more rate
cuts. In the months ahead, it may be possible that interest rates in the Czech Republic will
decline again. Immediately prior to the budget vote, the governing Czech coalition was faced
with collapse, but in the end the differences were settled in time. The conflicts flared up again at
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the end of the month, but the government survived a no-confidence vote in parliament, thus
averting new elections for the time being. Czech government bonds closed the month marginally
stronger, even though the koruna depreciated slightly. The Czech equity market was one of the
weakest of the CE3 markets in April, posting a loss of around 3.5%.

Hungary
In light of the latest data (industrial production, retail sales, purchasing managers’ index), the
growth situation in Hungary has deteriorated even more. Nevertheless, the newsflow in April was
dominated by political developments. The main topic was the negotiations on financial aid
Hungary’s government between Hungary on the one hand and the EU and the IMF on the other. In the second half of
continues to play cat- April, the EU toned down its threats of proceedings before the European Court of Justice and
and-mouse with the EU gave a green light for talks on financial assistance with the Hungarian government. It appears
?"d IN.IF on t_he issue of that in return PM Orban is going to retract the disputed legal amendments (mainly in relation to
financial assistance i . ,
the Hungarian central bank). This spurred very strong performance by Hungarian stocks, the
forint and Hungarian bonds. The IMF, however, has not commented much on the situation and
still wishes to see deeds and not words alone before it commences the direct negotiations.
Without the prospect of an agreement with the EU and the IMF, Hungary’s refinancing is in grave
danger. So far, however, this has not stopped the country’s right-wing, conservative government
from going head to head with the EU, and the EU has actually shown a very muted reaction to
this so far. In light of the debt crisis in the peripheral countries, the EU certainly does not need
another crisis situation and thus the Hungarian government’s negotiating position is not as weak
as it may appear at first glance. Accordingly, there are grounds for some scepticism as to
whether the Hungarian government will actually keep its promises and do what it has said it will.
The Hungarian stock market weakened mildly in April, falling by around 2%. Magyar Telekom
suffered the largest losses, after the government raised the prospects of a tax on Internet use
and telephone calls.
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