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Downside risks inside the (whole!) Eurozone:
The “core” Eurozone not AAA anymore 
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CE: PL, CZ, SK, HU, SI, SEE: BG, RO, HR, CIS; RU, UA, BY

Core EA: DE, FR, AT, BE, NL; EA Peripherals: ES, IT, PT, IE

Source: S&P, Raiffeisen RESEARCH
* GDP weighted regional S&P ratings, Source: S&P, Raiffeisen RESEARCH
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� Major downside surprises on the 
rating front in the Eurozone 
Peripherals (EA Peripherals) … 

… and up to a certain extent also in 
the core Eurozone countries, which are 
no “AAA” anymore
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Risk repricing in Europe:
Upward trend for all – Peripherals on the top
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CE: PL, CZ, SK, HU, SI

SEE: BG, RO, HR

Core EA: DE, FR, AT, BE, NL

EA Peripherals: ES, IT, PT, IE

Source: Bloomberg, Raiffeisen RESEARCH

Core EA: DE, FR, BE, AT, NL

CE-3: PL, CZ, SK

Source: Bloomberg, Raiffeisen RESEARCH
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What risk is currently repriced in Europe?
Is it the FISCAL? Yes and No!
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Source: national sources, Eurostat, Bloomberg, Raiffeisen RESEARCH
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What risk is currently repriced in Europe?
Is it the (external) FINANCING? Possibly yes
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What risk is currently repriced in Europe?
Is it the longer-term GROWTH? Possibly yes
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� “Eurozone-Peripherals” as “ill-prepared” 
members in a therefore “suboptimal” 
currency area

� “Suboptimal currency area trap” major 

driver of current risk repricing in Europe 

(for the “Core” and “Periphery”!) ….

… so think twice whether you are  
willing and able to enter the club and do not 
enter prematurely !!!

� Entering Eurozone is about joining a 
monetary union with Germany! (at least 
up to now)

� Markets are pricing a few CEE sovereign 
credits fairly close to the “Core EA” 
countries (“AA+” rated currently, “AAA” 
pre-crisis) 
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� “Economic Distance” scores 
based on GDP data (2000-2012) 
vis-à-vis the “core” EA only in the 
CE-3 countries below the levels in 
the “Peripherals”

� Most other CEE countries (although 
current EMU members SI and SK) 
at least as distant to the “core” EA 
than “Peripherals”

CEE markets - the new AAAs?
But do not enter EMU too early!

Source: Raiffeisen RESEARCH
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� “Economic Distance” scores based 
on CPI data (2000-2012) vis-à-vis 
the “core” EMU above the levels in 
the “EMU-Peripherals” in nearly all 
CEE countries

� Current EMU members SI and SK 
even more distant to the “core” 
EMU than the “EMU-Peripherals”

Source: Raiffeisen RESEARCH

CEE markets - the new AAAs?
But do not enter EMU too early!

Correlation inflation vs. „core“ EA

“Economic Distance“ inflation (log. scale)
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� Overall “Economic Distance” to the 
“core” EMU only in the CE-3 countries 
(CZ, PL, HU) more or less at the levels of 
the “EMU-Peripherals”

CEE markets - the new AAAs?
CEE markets needs flexibility!

Source: Raiffeisen RESEARCH

“Economic Distance“ GDP+inflation (log. scale) “Economic Distance“ GDP+inflation 2002-12 (log. scale)

9

1

10

100

1000

2002 2005 2008 2011

EA Peripherals CE-3

SEE-3

1

10

100

1000

EA Peripherals CE-3 SEE-3



Cbonds Conference, 13./14. Sep 2012

CEE markets - new AAAs the “Swedish way”? 
Local currencies to stay for longer time!

� Structural divergence to 
the “core” EMU (taking 
GDP growth, CPI trends, 
current account position 
and wealth level into 
account) even in the CE-
3 countries above the 
levels in the “EMU-
Peripherals” 

� Increase of structural 
divergence in Eurozone 
“Peripherals” inside the 
Eurozone, vs. trend 
development in CE-3!

Source: Raiffeisen RESEARCH
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CEE markets – No front-loaded
EMU enlargement

Source: Raiffeisen RESEARCH* Dates with the highest likelihood marked in red

Eurozone enlargement outlook: Expected ERM-II and EMU entry dates*

Likelihood of entering ERM-II in a specific year
2012 2013 2014 2015 2016 2017 2018 2019 2020

Poland 0% 0% 5% 30% 25% 20% 10% 5% 0% 5%

Hungary 0% 0% 5% 5% 5% 10% 15% 20% 20% 20%

Czech Republic 0% 0% 3% 15% 6% 2% 3% 25% 6% 40%

Bulgaria 0% 15% 45% 20% 10% 5% 5% 0% 0% 0%

Romania 0% 0% 5% 35% 45% 10% 0% 0% 0% 5%

Croatia 0% 0% 0% 10% 50% 25% 5% 5% 5% 0%

Likelihood of entering EMU in a specific year
2012 2013 2014 2015 2016 2017 2018 2019 2020

Poland 0% 0% 0% 0% 5% 30% 35% 15% 10% 5%

Hungary 0% 0% 0% 0% 5% 5% 5% 10% 15% 60%

Czech Republic 0% 0% 0% 0% 0% 3% 15% 15% 0% 67%

Bulgaria 0% 0% 0% 15% 35% 35% 5% 5% 5% 0%

Romania 0% 0% 0% 0% 10% 25% 40% 15% 5% 5%

Croatia 0% 0% 0% 0% 0% 5% 30% 40% 20% 5%

Other 

outcomes

Other 

outcomes
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CEE markets - Local currencies to stay for 
longer time!

���� Business implications:

� FX markets, FX business/risks and LCY bond markets will stay for longer

� Developing LCY bond markets gains in attractiveness for sovereigns, 
banks, investors

� Investors can at least ride on 1-2 more monetary policy cycles

� Some “high quality” CE currencies with potential to strengthen their role 
as “niche currencies”
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Contacts
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Many thanks for your attention!

Any questions? Happy to discuss!

Gunter Deuber

Director, Head of CEE Research

Raiffeisen Bank International AG, Vienna 

E-mail: gunter.deuber@rbinternational.com

+43-1-71707-5707
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If you like it more practical-oriented … If you like it more academic …
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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.
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