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This was not enough ...
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Real convergence # interest rate convergence

N
Government bond yields, 10 yr benchmark (%)
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Note the strong performance of the Czech Republic
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Source: Thomson Reuters Datastream



Real convergence in terms of GDP/capita ...

N
GDP per capita in PPP terms, EU-average = 100
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-GDP/capita still 35— 60% below EU average (Czech Rep. 20% below EU average)

-Bulgaria and Romania still lagging behind
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Source: Eurostat



Lack of vigilance in the South ...

N
Budget deficit (% GDP) Public debt (% GDP)
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Sources: ABN AMRO Group Economics, Thomson Reuters Datastream



... and the North

Budget deficit (% GDP)

N
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Sources: ABN AMRO Group Economics, Thomson Reuters Datastream
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Public debt (% GDP)
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Mind the (external) gap
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The eurozone’s external imbalances

Current account balance (% GDP)
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Sources: ABN AMRO Group Economics, Thomson Reuters Datastream



Global crisis caused extreme external correction in Eastern Europe

N
Current account adjustment 2007-2009 (%-points GDP)
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But external position of some countries still vulnerable

N
Current account balance and external debt (2012, % GDP)
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Sources: ABN AMRO Group Economics, EIU



Being competitive is key (1)

N\
Unit labour costs relative to Germany, 2000 = 100
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Source: Thomson Reuters Datastream, ABN AMRO Group Economics
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Being competitive is key (2)

N
Unit labour costs relative to Germany, 2000 = 100
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Source: Thomson Reuters Datastream, ABN AMRO Group Economics
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Being competitive is key (3)

Real effective exchange rate (1995 = 100)
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Currencies under fixed exchange regimes (Baltics, Bulgaria) but also the
Czech koruna have appreciated relatively strong in real, effective terms
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Being competitive Is key (4)

Competitiveness Index 2012-13 (Score)
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Source: World Economic Forum



Doing Business ranking also provides insight ...

N
Ease of Doing Business Index, 2012

 Baltics lead the pack, Romania and Croatia are lagging
» Eastern Europe scores weak on construction permits and getting electricity ...

e ... and strong on registering property, getting credit and enforcing contracts
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contracts  insolvency

Rank 2012 | Starting a  Construction  Getting Registering Getting Protecting Paying  Trading Enforcing  Resolving
business  permits  electricity property  credit investors taxes  across
borders
Latvia b1 112 84 65 67
Lithuania 101 4 81 65 62
Hungary 39 b5
Bulgaria 59 69
Poland 62
Czech Republic 64
Turkey 71
Romania 12
Croatia 80
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Prepare your banks
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Source: The Economist



Thank you for your attention

ABN AMRO Group Economics on het internet

abnamro.nl/economischbureau — Dutch publications
abnamro.nl/groupeconomics — English publications

NEW:

App for the iPad — see abnamro.nl/marketinsights (also for English docs)

Follow Han de Jong on www.handejong.nl (Dutch only)

This material is provided to you for information purposes only. Before investing in any product of ABN AMRO Bank NV, you should inform yourself about various
consequences that you may encounter under the laws of your country. ABN AMRO Bank NV. has taken all reasonable care to ensure that the information
contained in this document is correct but does not accept liability for any misprints. ABN AMRO Bank NV reserves the right to make amendments to this material.

This material which is subject to change without notice is provided for informational purposes and should not be construed as a solicitation or offer to buy or sell
any securities or related financial instruments. While ABN AMRO makes reasonable efforts to obtain information from sources, which it believes to be reliable,
ABN AMRO makes no representation or warranty of any kind, either express or implied as to the accuracy, reliability, up-to-dateness or completeness of the
information contained herein. Nothing herein constitutes an investment, legal, tax or other advice nor is it to be relied on in any investment or decision. Certain
services and products are subject to legal restrictions and therefore may not be available for residents of certain countries. You should obtain relevant and
specific professional advice before making any investment decision. The past performance is not necessarily a guide to the future result of an investment. The
value of investments may go up or down due to various factors including but not limited to changes in rates of foreign exchange and investors may not get back
the amount invested. ABN AMRO disclaims any responsibility and liability whatsoever in this respect.
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