Figure 2.4. Emerging Europe: A Gradual Recovery from
2012 Slowdown

Emerging Europe experienced a sharp growth slowdown in 2012, reflecting spillovers
from the euro area crisis and domestic policy tightening in the largest economies. The
share of nonperforming loans is high in parts of the region, and cross-border bank flows
have abated.

12 - 1. Real GDP Growth - - 2. Inflation - 16
(percent) | (percent)
8- Turkey 8 CEE excl.
- - 12
Poland and
Turkey Turkey |

CEE excl.

Poland and
Turkey
L 1 1 1 1 1 1 1 1 1 J L 1 1 1 1 1 1 1 1 1 J 0

2004 06 08 10 12 14 2004 06 08 10 12 14

1,200 - 3. Sovereign CDS Spreads - - 4. Nonperforming Loans to Total - 25
- (basis points) - _ _ Loans, September 2012

1,000 - Euro area periphery - (percent)
- (excl. Greece) - 20

800 - CEE

600 - -
400 -
200 -
0
_ |- Il Il Il Il Il Il
2007 08 09 10 11 Mr;lrs JERE8E5E52535
700 - 5. Cross-Border Bank Lending — - 6. Cross-Border Bank Lending to - 80
- to CEE' - CEE Countries’
600 - (billions of U.S. dollars) - " (percent of GDP) ¢ -
- - . * -
500 - 2012:03 60
R N R ¢ 2008:Q3
400 - Decline -
- since 2011:Q2: -
300 - $64 billion -
- (3.5 percent of GDP); -
200 - since 2008:Q3: -
i $78 billion
100 - (4.3 percent of GDP)™
0 L 1 1 1 1 1 1 1 1 1
2003 05 07 09 1112 §§%§§§§§§§§§§

Q3

Sources: Bank for International Settlements (BIS), Locational Banking Statistics; national
statistics; Thomson Reuters Datastream; and IMF staff estimates.

Note: ALB = Albania; BGR = Bulgaria; BIH = Bosnia and Herzegovina; CDS = credit

default swap; CEE = central and eastern Europe; HUN = Hungary; HRV = Croatia; MKD =
FYR Macedonia; MNE = Montenegro; LTU = Lithuania; LVA = Latvia; POL = Poland; ROM =
Romania; SRB = Serbia; TUR = Turkey. Euro area periphery includes Greece, Ireland,

Italy, Portugal, and Spain.

"External position of BIS-reporting banks (from 43 countries) in the CEE, vis-a-vis all
sectors.



