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@ otlp Research

New NBH law will satisfy the IMF conditions

IMF director Ms Lagarde indicated this week that the new central bank law will meet the
organization’s claims, so if the parliament adopts it, the negotiations about a credit line
could begin. The final vote on the amendment is currently scheduled on July 12",
because the government would like to consider the ECB’s opinion, promised to come in
the start of July. Though the start of the talks could support Hungarian assets, we think
HUF would be overvalued according to the real effective exchange rate under 280
nominal EUR/HUF rate, so we do not expect further appreciation.

Macroeconomics: retail sales dropped heavily in April (pp. 3-4)

Retalil sales dropped by -1.0% in April month on month, which means -2.7% YoY index.
The monthly fall was the most noticeable one within the past two years. Both food and
non-food products' turnover decreased in April; for the first time in 2012. So now it
seems that the easing of PIT scheme could not yet offset the demand-tightening effects
of raising the general VAT bracket and excise duties. Besides, the general uncertainty
about future perspectives, caused mainly by the government's unorthodox fiscal policy,
makes households even more cautious, which is another constraint on consumption
growth.

FX markets: EUR/HUF was moving in a tight 285-288 range, we do
not expect more country-specific appreciation (pp. 5-6)

From the middle of last week the EUR/HUF pair has been moving in the very short
range, between 285 and 288. It is some kind of consolidation after the huge rally, when
NBH Governor agreed with Mr. Varga on the topic of new NBH law amendment. In this
issue there was some new development in this week: the IMF director, Ms Lagarde
indicated in her response letter that the new NBH law will satisfy the IMF conditions. It
means that after the final parliamentary vote of the proposal, the EU/IMF negotiations
could start. But we still think this is just the start of the negotiations, and we expect long
and rocky road ahead while the government finally sign the EU/IMF agreement. To
analyze the real FX rates, we concluded: if we assume 280 EUR/HUF rate, we find only
one temporary period (2011 spring, after the Szell Kalman Plan) when the REER was
stronger (see chart above). So below 280 EURHUF we consider the rate as overvalued,
and would hurt the competitiveness.

Fixed income markets: yield curve has sunk below 8% (pp. 7-9)

Though risk avoidance takes place all around the world, investors see the probability of
Hungary's reaching the EU/IMF-deal almost 100%, which makes the HUF as well as
HGBs quite resistant. As a result, the whole yield curve has dropped below 8%, for the
first time since the beginning of May. All in all, we think HGBs have the potential to keep
their recent strengths in the coming couple of weeks, but the downside risks are
considerable.

Money markets: MC left the base rate unchanged (pp. 10-11)

The decrease in MM prices has stopped, last week Hungarian FRAs and SWAPs
increased by 4-9 bps. We expect the continuation of this process. The NBH left the
base rate unchanged at Tuesday's rate setting meeting. According to the official
statement the MPC will cut the rates only in the context of falling risk premium and the
improvement of inflation outlook, but we see further concerns from both sides.
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Macroeconomics: retail sales dropped heavily in April

PERIOD INDICATOR
18 Jun Apr Construction (yoy, %)
19 Jun Apr Gross wages (yoy, %)
25 Jun Apr Retail sales (yoy, %)
26 Jun Rate decision (%)
28 Jun May Unemployment rate (ILO, %, 3-months)
29 Jun Q1 Current account (EUR bn)
29 Jun May PPI (yoy, %)

Source: Reuters

Retail sales dropped by -1.0% in April mont on month,
which means -2.7% YoY index. The monthly fall was the
most noticeable one within the past two years. The year-
to-date yearly index was -0.7%, and the volume of trade was
-1.4% lower than in December. Both food and non-food
products' turnover decreased in April; for the first time in
2012.

So now it seems that the easing of PIT scheme (which has
led to enourmous gross wage growth in the first quarter, as
we highlighted before) could not yet offset the demand-
tightening effects of raising the general VAT bracket and
excise duties. Besides, the general uncertainty about future
perspectives, caused mainly by the government's
unorthodox fiscal policy, makes households even more
cautious, which is another constraint on economic growth.
As some analysts pointed out previously: the additional
income left at the households does not equal the additional
GDP growth if the saving rate of the economic actors moves
upward, owing to the deepening uncertainty.

However, Hungary desperately needs more robust
growth. To complete our current forecast with facts: the
yearly average growth of the Hungarian economy is
likely to be -0.5% between 2006 and 2013 — clearly the
lowest rate in the region (to be more concrete: the single
below-zero average rate, apart from Croatia). This figure
was +4.0% a decade earlier, between 1996 and 2006.

In the lack of considerable GDP growth, the fight against
public debt may lead to a vicious circle. Under these
circumstances, the budget should be tightened again and
again, which takes its toll on growth potential, which leads to
more austerity measures etc. Furthermore, at a time when
the economy is in recession, the primary budget needs to
have surplus to reduce government debt as % of GDP.

As the domestic factors do not really point to growing
economy in the next couple of years, Hungary depends
heavily on external demand. And the latter is quite
unpredictable right now, given the problems on the EZ’s
periphery.

The National Bank of Hungary’s MPC left the base rate
unchanged at 7.0% (for further details please see the
money market chapter).
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At the press conference after Tuesday’s rate setting
meeting, NBH Governor Mr. Simor announced the
staff's new forecasts: they reduced significantly the GDP
growth rate to -0.8% (previous 0.1%) and 0.8%
(previous 1.5%) for 2012 and 2013, respectively.
Meanwhile they forecasted the average CPI for 2012 at
5.3% (previous 5.6%) and for 2013 at 3.5% (previous
3.0%). It means that under the very sluggish baseline
GDP growth the NBH see higher CPI for 2013. It is the
consequence of the direct effects: the tax hikes, the new
fiscal measures and the labor market arrangements
which increased the cost of production. The last factor
has longer-term effects, compared to the previous ones,
but the NBH still expects the CPI growth rate to fall back
to target level (3%) after the direct effects drop out from
the index. It is the result of the very weak domestic
demand and the negative output gap: these effects will
offset the previously mentioned direct effect for the end
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of 2013. We forecast 3.6% for average CPI for 2013,
quite close to NBH’s fresh forecast. We are not sure
about the level of the output gap, because of the
potential GDP growth rate or even the potential GDP
level was deteriorated significantly in the past years as a
consequence of very low investment ratio. In some
sectors the investment ratio is lower than the
amortization ratio, means the net effect is negative and
the capital stock is decreasing. This process
undermines the potential GDP growth, so the output gap
could be lower than market participants assume and this
could cause slower disinflation effect. The NBH will
publish the entire Inflation Report on Thursday.

There are one further main publication scheduled for the
rest of this week; the Q1 2012 current account
balance. Reuters analysts’ consensus suggests that the
surplus decreased a bit, compared to the previous
guarter, but still shows healthy surplus.

Medium-term macroeconomic forecast

Main macroeconomic indicators Fact Forecast
2006 2007 2008 2009 2010 2011 2012F 2013F
Gross domestic product 3,9% 0,1% 0,9% -6,8% 1,3% 1,6% -0,4% 1,4%
Household consumption 1,9% -1,0% -0,2% -5, 7% -2, 7% 0,2% -2,2% 0,6%
Household consumption expenditure 1,9% 1,0% -0,6% -6,4% -2,1% 0,0% -1, 7% 1,0%
Gowvernment consumption 0,4% -4,2% -0,2% 2,6% 1,1% -2,4% -1,5% -1,0%
Gross fixed capital formation -2,7% 3,8% 2,9% -11,0% -9,7% -5,5% -0,5% -4,3%
Export 19,1% 15,0% 5,7% -10,2% 14,3% 8,4% 5,0% 7,9%
Import 15,1% 12,8% 5,5% -14,8% 12,8% 6,3% 2,8% 5,3%
Budget balance (GDP%, ESA 95) -9,4% -5,1% -3, 7% -4,5% -4,3% 4,2% -2,5% -2,5%
CA balance (EUR bn)* -6,6 7,2 -7,8 -0,1 1,2 1,4 3,5 4,2
in % of GDP -7,4% -7,3% -7,3% -0,2% 1,2% 1,4% 3,5% 3,9%
Gross nominal wages** 6,5% 7,3% 6,9% 0,5% 1,4% 3,3% 5,0% 4,3%
Real gross wages 2,5% -0,7% 0,8% -3,6% -3,3% -0,6% -0,7% 0,7%
Disposable income*** 2,3% 5,1% 5,0% 0,7% 3,2% 6,3% 2,3% 4,7%
Real disposable income -1,5% -2,6% -1,0% -3,4% -1,6% 2,3% -3,2% 1,1%
Employment (y-o-y, %) 0,7% -0,1% -1,2% -2,5% 0,0% 0,8% 1,5% 0,3%
Unemployment rate (yearly aw) 7,5% 7,4% 7,8% 10,0% 11,2% 10,7% 11,0% 11,3%
Inflation (yearly aw) 3,9% 8,0% 6,1% 4,2% 4,9% 3,9% 5,7% 3,6%
Inflation (dec/dec) 6,5% 7,4% 3,5% 5,6% 4,7% 4,1% 5,3% 3,2%
Base rate (eop) 8,00% 7,50% 10,00% 6,25% 5,75% 7,00% 7,00% 6,00%
12M T-Bill (aw) 7,3% 7,4% 9,0% 8,6% 5,6% 6,16% 7,50% 5,59%
Real interest rate (awr, ex post) 3,3% -0,5% 2,8% 4,2% 0,7% 2,2% 1,7% 1,9%
EUR/HUF (avg) 264,3 251,3 251,5 280,6 275,3 279,3 295,8 285,0
EUR/HUF (eop) 252,3 253,4 264,8 270,8 278,8 311,1 290,0 280,0

Source: CSO, NBH, OTP Research

*: Official deficit of current account balance for year 2010 (excluding errors and omissions)
**: The following data were used in wage calculations: payroll adjusted for the ‘whitening' of economy and for the changed
seasonality of bonuses (in the private sector) and accrual-based wage data (in the public sector)

***: Disposable income derived from Financial Accounts
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FX markets: EUR/HUF was moving in a tight 285-288 range,

we do not expect more country-specific appreciation Value  Weeklychg. (%) YTD chg. (%)
EURHUF 2860 § 01 § a1
From the middle of last week the EUR/HUF pair has been moving in the very Egg:ﬂi i;:; i ?; i Eg
short range, between 285 and 288. It is some kind of consolidation after the  pyyur 877 4 15 $ 89
huge rally, when NBH Governor agreed with Mr Varga on the topic of new  pLNHUF 6733 4 0.2 § 42
NBH law amendment. ROMHUF 64,37 4 0.3 4 117
CZKHUF 1102 § 15 § 104
Economically important exchange rates (January 2003=100) RUBHUF 69 4 05 4 73
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End of real convergence story HRKHUF 38 02 % 01 3 90
120 Value Weekly cha. YTD cha.
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Source: Reuters
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In this issue there was some new development in this week: the IMF %=
director, Ms Lagarde indicated in her response letter that the new NBH % \M WVL
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law will satisfy the IMF conditions. It means that after the final & o T T s
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parliamentary vote of the proposal, the EU/IMF negotiations could start. Sources: Reuiers, OTP Research

But we still think this is just the st_art of the negotiations: and we_ expect Regional HUF FX rates (03.01.2011=100)
long and rocky road ahead while the government finally sign the e

EU/IMF agreement. Probably the topic of Hungarian potential GDP growth —PLNHUF —CZKHUF —RONHUF
and some kind of ‘growth program’ including the correction of the very uo
serious investment shock experienced in the last few years would be in the
focus of the IMF conditions. Furthermore, to reach more sustainable external
balance, Hungary has to reduce the accumulated foreign debt. To fulfil this
conditions Hungary has to become ‘supercompetitive’ producer in the export
markets and has to attract much more foreign capital. To fulfil these IMF %
conditions, the government must change some elementary idea of the
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After the strong rally, we investigate the real exchange rates to determine

what EUR/HUF rate would imply overvaluation. From broader perspective Regional HUF FX rates Il. (03.01.2011=100)
we could see that after the 2008 crisis has begun the so-called ‘real- [T ——— .
convergence story’ has finished: the GDP and other economic activity m
indicators actually diverge from the core euro zone (see page 3) and as a
consequence of this background the long-term real appreciation process has
ended, and the REER moves in a range since then. If we assume 280
EUR/HUF rate, we find only one temporary period (2011 spring, after the
Szell Kalman Plan) when the REER was stronger (see chart above). So
below 280 EURHUF we consider the rate as overvalued, and would hurt

the Competitiveness. 725011.01 201103 201105 2011.07 201109 201111 201201 2012.03 2012.05 =
Sources: Reuters, OTP Research
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Technical analysis — the daily chart of the EUR/HUF

In our last letter, we highlighted the weekly support zone
around 285. Let us check how the cross behaves at this
level on the daily chart this time.

After two identically long falling waves had run their course,
the pair arrived at support and currently hugs this level. The
pair created a reversal candle last Thursday here; the longer
lower shadow indicates responsive buying activity. Sadly for
the players looking for a directional movement, this candle
has neither been confirmed (by a daily close above its high),
nor invalidated (by fresh lows followed by a daily close below
its low). Thus the two levels the break of which would be
indicative are: 288.50 and 284.25. A breakout and close
above the first one would suggest the coming of a price
correction up to 293; while a break below the latter one
would signal the beginning of a next leg lower. Note that
between the falling waves, the price consolidated for 4-5
days — assuming symmetry, the next push lower should
begin soon.

Another way to turn around for the pair (besides the
confirmation of the reversal candle) would be to hit only
slightly lower lows below the 284.25 low. Keep in mind that a
turnaround would support the evolution of a new weekly
trading range between approximately 285 and 305.
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Long-term trend = range
Secondary resistance
Primary resistance
Primary support
Secondary support

Technical analysis: daily chart of EUR/HUF
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Government securities: yield curve has sunk below 8%

Value (%) Weekly chg. (bp) YTD chg. (bp)

Though risk avoidance is general all around the world, investors see  3m 711 & 2 4 45
the probability of reaching the EU/IMF-deal almost 100%, which makes M 707 4 6 4 54
the HUF, as well as HGBs, quite resistant. As a result, the whole yield ;i"" ;32 i ‘57’ i ‘1?4
curve has dropped below 8%, for the first time since the beginning of May 7’87 P § am
(the time of the political breakthrough with the EC). 10Y 797 § 12 $ a7
" 15Y 7,95 & -13 & -182
Yield curve over the past weeks
% bp Value (bp) Weekly chg. (bp) YTD chg. (bp)
9,00 - - 15 weekly changes GERHUN 3Y 52 & =2 $ 27
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3Y-10Y
05.06.2012
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—12.06.2012 Foreign stock 4283 4
Value (year) WIlychg. (year) YTD chg. (year)
7,50 - 30 10.06.2012 Duration 407 4 005 4 0,05
Value Weekly chg. YTD chg.
400 45 - -26.06.2012 2013 4.5% 99,84 @ 047 &+ 118
! 2014 6.75% 100,80 4+ 1,60 4 116
1 3 5 10 15 i
maturity 2016 3.5% 87,56 # 18  f§ 080
Sources: Reuters, OTP Research 2020 3.875% 80,12 4@+ 3,27 4 -062
It is worthy of note that the asset swap spreads (which are good indicators Value (%) Weekly chg. (bp) YTD chg. (bp)
of the budget-specific risk) have remained at quite high levels (in absolute  MFB 13 4¥%% 737 & 2 4 252
terms), despite the recent trust in Hungarian assets. MOL153™% 617 @ 35 3 219
OTPJZB '14 4% 9,80 & 267
Asset swap spreads (bp)
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0 0 Source: Reuters
-50 -50 AKK benchmark yields (%)
10,9 10,9
-100 -100 —3y  —s5Y  —10Yy —15Y ‘
_150 _150 99 99
-200 -200 89 89
-250 -250 79 79
-300 -300
6,9 + 6,9
-350 -350
59 59
-400 —400 2011.01 2011 03 2011 05 2011 07 2011 09 2011 11 2012 01 2012 03 2012 05 2012 07
Sources: Reuters, OTP Research
-450 -450
Sources: Reuters, OTP Research Slope of the yield curve (bps)
150 150
We see the current buying wave as a result of strong trust in the EU- e —svsv A s
IMF deal. We think the road to reaching an agreement could be long and —sva0v N/\‘
rocky from this point, and if the EU-summit held at this weekend does not =~ —w J1f“ \ A *
bring the expected political breakthrough, it is likely to put pressure on 7 M " m« \ *
emerging market assets. On the other hand, rate-cutting cycle is unlikely to R AL WAl JM 50
start before Q1 2013 — this supports the HUF and hence the HGBs. Besides, » ,{fmww T;HJMVNJ t s
we should not disregard the current market mood: there will surely be a deal, , ‘\‘~ﬂ ,
. . . . ! ! !
so let us go long in the Hungarian market. All in all, we think HGBs have
the pOtential to keep their recent Strength in the Coming COUp|e of -225011.01 2011.03 2011.05 2011.07 2011.09 2011.11 2012.01 2012.03 2012.05 2012,07-25
weeks, but the downside risks are considerable. Sources: Reuters, OTP Research
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Auction results Auction results of 3M T-bill (HUF bn)
65 - 55
. . 60 | 5,0
In the overall supportive mood (thanks mainly to the . | as
expected amendment of the central bank law), government s | a0
securities fared well recently: in nine of the latest eleven as | 35
tenders since 7 June, AKK raised the accepted amount a0
compared to the offered amount, by a combined HUF 68.5 35 25
bn (of which HUF 35 bn matures within a year). The two 30 1 20
exceptions were the 5Y bond auction two weeks ago, and » ‘ | | | i e
. . . . 20 MLEREEEL] 1,0
this the week 6W |IQUIdItyT-BI” auction. SdddododdoddgddodgoogdoooN NN NN oy
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_ _ _ o _ CREEEEEEE R FERREREERRELEE
We think the strong interest will be maintained in the next SE8EE38558% 5 § 3333338388383 %
cgup|e of WGEKS, unless the external environment -nffered'mnunt[HUF bn) =maccepted amount (HUFbn) —bid-to-cover ratio (r.h.s)
deteriorates sharply (e.g. as a consequence of the Sources: AKK, OTP Research
discouraging achievements of the EU-summit). Auction results of 12M T-bill (HUF bn)
90 4,5
Summary of last week's auctions i w0
D120926 D130529 70 - 3,5
offered amount (HUF bn) 45,0 45,0 60 3,0
total bids (HUF bn) 94,7 118,5 ‘
accepted amount (HUF bn) 50,0 55,0 50 25
maximum yield (%) 7,17 7,41 20 | 20
average yield (%) 7,14 7,39 "
minimum yield (%) 7,00 7,34 30 1,5
non-competitive tenders (HUF bn) - -
. A 20 1,0
Source: AKK
10 - 2 0,5
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Summary of the current week's auctions g5ggggddgdagggsssgegsddsggzgs
SELg2¥ignnEdgs5ggansNge=sdEs
D120815 D121003 2015/C 2017/A 2028/A mmoffered amount (HUF bn)  mmaccepted amount (HUFbn)  —bid-to-cover ratio (r.h.s)
offered amount (HUF bn) 45,0 45,0 18,0 12,0 8,0 Sources: AKK, OTP Research
total bids (HUF bn) 74,0 132,3 61,4 44,4 26,7 . . . g o
accepted amount (HUF bn) 45,0 55,0 250 18,0 12,0 Distribution of government securities (HUF bn, %)
maximum yield (%) 7,10 7,14 7,65 7,85 7,94 12000
average yield (%) 7,06 7,10 7,63 7,84 7,92
minimum yield (%) 7,02 7,01 7,60 7,80 7,87
non-competitive tenders (HUF bn) - - 9,0 6,2 4,0 10000
Source: AKK
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04.06.2012 M
05.06.2012 Tu
06.06.2012 W
07.06.2012 Th
08.06.2012 F

11.06.2012 M
12.06.2012 Tu
13.06.2012 W
14.06.2012 Th
15.06.2012 F

18.06.2012 M
19.06.2012 Tu
20.06.2012 W
21.06.2012 Th
22.06.2012 F

25.06.2012 M
26.06.2012 Tu
27.06.2012 W
28.06.2012 Th
29.06.2012 F

02.07.2012 M
03.07.2012 Tu
04.07.2012 W
05.07.2012 Th
06.07.2012 F

09.07.2012 M
10.07.2012 Tu
11.07.2012 W
12.07.2012 Th
13.07.2012 F

16.07.2012 M
17.07.2012 Tu
18.07.2012 W
19.07.2012 Th
20.07.2012 F

23.07.2012 M
24.07.2012 Tu
25.07.2012 W
26.07.2012 Th
27.07.2012 F

30.07.2012 M
31.07.2012 Tu
01.08.2012 W
02.08.2012 Th
03.08.2012 F

06.08.2012 M
07.08.2012 Tu
08.08.2012 W
09.08.2012 Th
10.08.2012 F

13.08.2012 M
14.08.2012 Tu
15.08.2012 W
16.08.2012 Th
17.08.2012 F

20.08.2012 M
21.08.2012 Tu
22.08.2012 W
23.08.2012 Th
24.08.2012 F

27.08.2012 M
28.08.2012 Tu
29.08.2012 W
30.08.2012 Th

Sum

3M

12M, 5Y floating

3M

3Y, 5Y, 10Y

3M

12m

3M

3Y, 5Y, 10Y

3M

12M, 5Y floating

3M

3Y, 5Y, 10Y

3M

12m

3M

3Y, 5Y, 10Y

3M

12M, 5Y floating

3M

3Y, 5Y, 10Y

3M

12m

3M

3Y, 5Y, 10Y

3M

12M, 5Y floating

1241**

T-Bills: 61.5; KKJ: 1.6

2012/B: 266.0

T-Bills: 54.0; KKJ: 1.0

T-Bills: 54.7; KKJ: 0.7

T-Bills: 256.9; KKJ: 1.2

T-Bills: 50.6; KKJ: 1.0

T-Bills: 54.2; KKJ: 1.9

T-Bills: 54.2; KKJ: 1.2

T-Bills: 39.7; KKJ: 1.4

T-Bills: 50.0; KKJ: 1.2

T-Bills: 60.0; KKJ: 1.7

T-Bills: 50.0; KKJ: 1.4

T-Bills: 230.9; KKJ: 1.7

T-Bills: 45.0; KKJ: 1.3

REPHUN: 25.9
2012/B: 19.3

2013/C: 3.8; 2014/B: 0.5

2015/B: 4.6

2019/A: 37.6; 2022/A: 22.3

2015/K: 0.3; 2016/A: 0.3; 2016/B: 0.3

REPHUN: 13.1

REPHUN: 0.6

REPHUN: 10.5

REPHUN: 20.3 + 15.0

REPHUN: 0.8
REPHUN: 8.6

2014/1: 0.2

2014/D: 44.5

2015/C: 5.3
2013/J: 1.5

IMF: 91.7

IMF: 183.3

EU: 16.3

IMF: 14.7

HUF bn; *estimation, based on the latest available information, under the assumption of 300 EUR/HUF, 1.25 EURUSD, 80 USDJPY, 0.80 EURGBP and
1.20 EURCHF exchange rates
Sources: AKK, OTP Research

*with KKJ

According to the Government Debt Management Agency’s HUF issuance plan, HUF 585 bn 3-month bills, HUF 315 bn
12-month bills, HUF 21.0 bn interest-bearing T-Bills (KKJ) and HUF 320 bn bond issuing are scheduled for June-August

2012.
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® otp research

Money markets: MC left the base rate unchanged

As we predicted earlier, the decrease in MM prices has stopped, last
week Hungarian FRAs and SWAPs increased by 4-9 bps. We expect the
continuation of this process, as FRAs are still pricing base rate cuts for
this year, which will not happen in our opinion.

Base rate, BUBOR and FRAs from 2010 (%)

9 I . s, AL, R -9
g5 | TBASERATE a5
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2 —9X12FRA L ‘A 1
6,5
6
55
5
4,5
4 T T T T T T T T T 4
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Sources: Reuters, OTP Research

The NBH left the base rate unchanged at Tuesday’s rate setting
meeting. The 7.00% base rate is in line with analysts’ consensus and OTP
forecast, as well. The MC discussed two proposals: hold rate and 25 bps cut.
They decided to hold rate with ’overwhelming majority’ which probably
means 6-1 votes with Janos Cinkotai voting for the rate cut again.

According to the official statement the MPC will cut the rates only in
the context of falling risk premium and the improvement of inflation
outlook. From both sides we see further concerns. The Hungarian risk
premium could not decrease persistently without a deal with the IMF, so we
rule out base rate cut before the deal is done. But even if the deal is done,
the inflation outlook and the actual state of the European crisis could make
the Council more cautious, and hence force them to delay rate cut actions.
We still see no room for rate cut in the short-term, and expect the end of this
year or even the first quarter of the next year as the earliest date for starting
a modest rate-cutting cycle.
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Value (%) WWeekly chg. (bp) YTD chg. (bp)

MBH 2 weeks 7.00 = =

Stock HUF bn 3948 + 22 4+ 229
BUBOR 3M 719 4 -2 & -5
BUBOR 6IM 7,29 4 -2 & -5
FRA 3X6 6,96 + 8 4 -8
FRA 6X9 6,74 + 6 4 106
FRA 9X12 6,54 + 6 4 -116
FRA 6X12 6,70 + T 4 113
SWAP 2Y 6,79 + 9 4 100
SWAP 3Y 6,60 + T 4 106
SWAP 5Y 6,53 + T 4 114
SWAP 10Y 6,70 + 4 4 112
HUFOMIA 6,15 4 -9 Rl 11

Value (bp) Weekly chg. (bp) YTD chg. (bp)

2Y-5Y -26 & -2 4 -4
5Y-10Y 17 & -3 Ris 2
FLY 2-5-10 43 & -1 Ris 16
ASSET 3Y -113 Ris 14 Ris 30
ASSET 5Y -134 Ris 21 Ris 64
v EUR 2Y 593 Ris 12 4 30
v EUR 5Y 524 Ris 14 Ris 5
v EUR 10Y 476 Ris 11 Ris 24
v PLN 2Y 206 Ris 20 4 a7
v PLMN 8Y 186 Ris 11 $ 0 -35
v PLM 10Y 195 ks 3 ¥ 25
Value (bp) Weekly chg. (bp) YTD chg. (bp)
USDHUF 1\ 19.0 4 10 4+ 09
USDHUF 1M 9315 4 28 4+ 335
USDHUF 3M 27140 & 136 4+ 440
EURHUF 1\ 276 4 32 + 25
EURHUF 1M 1243 4§ 46 + 157
EURHUF 3 3689 F  -219 4+ 432

Value (%) WWeekly chg. (bp) YTD chg. (bp)

HUF 11 6.54 Ris 23 4 138
HUF 5¥5 7.00 Ris 4 ¥+ 117
v EUR 11 5.68 Ris 29 4 104
v EUR 5X5 4.34 Ris 10 4 67
v PLN 11 212 & 38 4 122
v PLN 5X5 2,12 & -3 490
Value (bp) Weekly cha. (bp) YTD chg. (bp)

EURHUF 1Y -195 & -5 4+ 45

EURHUF 3% -260 i 8 Ris H

EURHUF &Y 275 i 8 Ris 1

Source: Reuters

3-month long FRAs (from starting months)

% bp
7,50 10

weekly changes
(Tuesdayto Tuesday)

7,25 8 —2012.05.30.
7,00 & 2012. 06. 06.
6,75 4 —2012.06.13.
6,50 2 ——2012. 06, 20.
6,25 o = -2012.06.27.

0 1 2 3 4 5 6 7 8 9 months

Sources: Reuters, OTP Research
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Dates of the meetings Dates of the minutes Inflation report OTP forecast Decision
20 June 2011 6 July 2011, 14:00 CET 6.00 6.00
26 July 2011 10 August 2011, 14:00 CET 6.00 6.00
23 August 2011 7 September 2011, 14:00 CET 6.00 6.00
20 September 2011 5 October 2011, 14:00 CET X 6.00 6.00
25 October 2011 16 November 2011, 14:00 CET 6.00 6.00
29 November 2011 7 December 2011, 14:00 CET 6.50 6.50
20 December 2011 11 January 2012, 14:00 CET X 6.75 7.00
24 January 2012 15 February 2012, 14:00 CET 7.50 7.00
28 February 2012 14 March 2012, 14:00 CET 7.00 7.00
27 March 2012 11 April 2012, 14:00 CET X 7.00 7.00
24 April 2012 9 May 2012, 14:00 CET 7.00 7.00
29 May 2012 13 June 2012, 14:00 CET 7.00 7.00
26 June 2012 11 July 2012, 14:00 CET X 7.00 7.00
24 July 2012 8 August 2012, 14:00 CET 7.00
28 August 2012 12 September 2012, 14:00 CET 7.00
25 September 2012 10 October 2012, 14:00 CET X 7.00
30 October 2012 14 November 2012, 14:00 CET 7.00
27 November 2012 5 December 2012, 14:00 CET 7.00
18 December 2012 Will be published later X 7.00
Sources: NBH, OTP Research
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Disclaimer

OTP Bank Plc. does not intend to present this document as an objective or independent explanation of the matters contained therein. This
document a) has not been prepared in accordance with legal requirements designed to promote the independence of investment research,
and b) is not subject to any prohibition on dealing ahead of the dissemination of investment research.

This communication does not contain a comprehensive analysis of the described issues. This material is only for information purposes and it is not
intended as an investment advice, an offer or solicitation for the purchase or sale of any financial instrument, and it does not constitute legal, tax or
accounting advice.

Information herein reflects the market situation at the time of writing. It provides only momentary information and may change as market conditions and
circumstances develop. Additional information may be available on request. Although the information in this document has been prepared in good faith
from sources which OTP Bank believes to be reliable, we do not represent or warrant its accuracy and such information may be incomplete or
condensed. Opinions and estimates constitute our judgment and are subject to change without notice. OTP Bank may hold a position or act as market
maker in the financial instrument of any issuer discussed herein or act as advisor or lender to such issuer. This document is not intended to provide the
basis for any evaluation of the financial instruments discussed herein. In particular, information in this document regarding any issue of new financial
instruments should be regarded as indicative, preliminary and for illustrative purposes only, and evaluation of any such financial instruments is made
solely on the basis of information contained in the relevant offering circular and pricing supplement when available. OTP Bank does not act as a
fiduciary for or an advisor to any prospective purchaser of the financial instruments discussed herein and is not responsible for determining the legality
or suitability of an investment in the financial instruments by any prospective purchaser.

Before purchasing or selling financial instruments or engaging investment services, please examine the prospectuses, regulations, terms, agreements,
notices, fee letters, and any other relevant documents regarding financial instruments or investment services described herein in order to be capable of
making a well-advised investment decision. Please refer to your competent adviser for advice on the risks, fees, taxes, potential losses and any other
relevant conditions before you make your investment decision regarding financial instruments or investment services described herein. Any concrete
individual decision or investment made based on this publication is the sole risk of the Client and OTP Bank shall not be held responsible for the
success of the investment decisions or for attaining the Client's target.

Figures described herein refer to the past and past performance is not a reliable indicator of future results. .

OTP Bank Plc. (registered seat: Nador utca 16., Budapest H-1051, Hungary; Supervisory authority: Hungarian Financial Supervisory Authority (PSZAF,
Pénziigyi Szervezetek Allami Feliigyelete — H-1013 Budapest, Krisztina krt. 39.sz.) PSZAF licence numbers: 111/41.003-22/2002 and E-I11/456/2008. For
more information, please refer to: https://www.otpbank.hu/portal/hu/Megtakaritas/Ertekpapir/MIFID). All rights reserved. This publication is exclusively

owned by OTP Bank Plc., no part of this material can be reproduced, re-used or disseminated without the prior written consent of OTP Bank Plc.

If you received this document from OTP Bank Plc, then it was sent to you with your previous consent. You may withdraw this permission by sending an
e-mail to elemzes@otpbank.hu or writing a letter addressed to "Research Center” Hungary 1051, Budapest Nador utca. 21. Please refer to your name
and e-mail address in both cases.
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