Wide Angle Shot: Global trade amid crises
and rising protectionism

The global trade landscape has been significantly impacted by the pandemic, war, and
growing protectionism. While these factors have led to inefficiencies, de-risking of global
value chains might also present an opportunity for the CE/SEE region.

Key messages

* Inrecent years, the global trade landscape has been affected by several crises, with
escalating protectionism further limiting trade since the pandemic.

* Geopolitical tensions have led to trade rerouting and longer supply chains.

» Past experiences have taught us the value of de-risking, while complete de-coupling
of economic regions would be expensive and inefficient.

» De-risking value chains could be an opportunity for CE/SEE countries, although they
face tough competition from Asian countries such as Vietnam and India.

e There areincreasing FDI flows to CE/SEE with Austria being an important player in the
region.

World Trade Monitor: Global trade struggles to gain momentum amid tense

geopolitical environment
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Is the glass half full or half empty?

The pandemic and subsequent supply bottlenecks caused a shock, with global trade
declining by about 14% in the first half of 2020. Nevertheless, the economy rebounded
relatively quickly after lifting the COVID-19 measures. Looking at today's situation
pessimistically, one might argue that the war, energy crisis, and increasing protectionism
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constraintrade. However, taking an optimistic view, despite the tense global environment,
trade has shown remarkable resilience.

Since the pandemic trade restrictions have risen substantially, while liberalising
measures have remained low. The preferred tool are subsidies which account for about
2/3 of the implemented restraints between 2020 and 2023. These interventions are
mainly seen in the field of agriculture and the green transformation. However, another
important source of restrictions is the trade tensions between the US and China. These
resulted in a surge of tariffs or quotas, increasing prices and thus contributing to inflation.
Another outcome of such trade restrictions are longer value chains as for example US
and Chinese firms both increased production in Vietnam to find a way to circumvent
restrictions, with ASEAN countries finding themselves in between the US-China rivalry.

Number of new interventions: Since the pandemic protectionism increased
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Sino-American trade war changed trade pattern for the two countries

Both, the US and China, shifted their trade patterns due to ongoing tensions. The US
strengthened its ties with Mexico and Canada, while China turned its focus toward Europe,
Central Asia, and BRICS. China’s exports to BRICS countries have consistently risen, and
the EU has surpassed the US as the top export destination for China. Despite this, China
remained the most significant import partner for the US, accounting for 16.5% of imports
in 2022. Nevertheless, in terms of total trade in goods, Canada and Mexico hold the top
two positions, leaving China in third place.

Moreover, according to the WTO, China increased its share in trade of potential
bottleneck products from 19.1% in 2000 to 35.3% in 2021. Simultaneously, the US
decreased its share from 18.4% to 6.4%. Moreover, the general export share of bottleneck
products in international trade increased to about 20 %, posing additional risks to value
chains or food security. The latter became even more apparent during the beginning of
the war in Ukraine when one of the largest grain exporters could not export its products.
In addition, the ongoing fragmentation raises the question of how long Europe can play
both sides and if it eventually has to distance itself from China. Due to deeper trade
relations and China's significance as a production base, a de-coupling from China would
be more harmful to Europe compared to the US.
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China's exports increasingly heading to other destinations than the US
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Trade with Russia decreased significantly

Exports from the EU to Russia decreased by about 60% from 2021 to 2023, and imports
even by 70%. Although trade was significantly reduced, it never ceased completely and
stabilised at a low level. Again, compared to the US (or the UK), the EU's dependency
on Russian energy imports and trade relations in general were stronger, making it more
complex to cut the ties.

Moreover, anincrease in trade with Central Asian countries was registered. Exports only
from the EU to Kazakhstan, Kyrgyzstan, Uzbekistan, Armenia, Georgia, and Azerbaijan,
on average, doubled from ca. USD 14 bn to 29 bn, raising doubt whether it was
domestic demand for EU products alone which increased, e.g., in Kyrgyzstan by eightfold.
Additionally, some of these countries, such as Armenia or Georgia, also profited from
relocating IT services from Russia, providing them with an economic boost recently.

At the same time, the EU became an even more important trading partner for Ukraine
since many ports were blocked or destroyed, and trade via land routes increased. The
EU's trade share increased from about 40% to 55% from 2021 to 2022, and exports even
increased from below 40% to about 60%. However, this increase in imports to the EU from
Ukraine did not come without dispute, leading to several import bans or even the current
border blockade in Poland.

Exports to Russia declined since first sanctions after the annexion
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CE/SEE: Strong dependence on Germany

Irrespective of EU membership, the CE/SEE region is deeply entrenched in the European
value chains, with the EU serving as its primary trading partner. In 2022, the EU accounted
for trade shares of approximately 60% and higher (excluding Kosovo: 40%). This robust
trade relationship underscores the region's economic alignment with Europe, further
underscored by factors such as FDIs and remittances.

On a country level, for most countries in the region, Germany ranks top one or two
regarding trading partners, which is even more pronounced for exports. The latter
demonstrates the CE/SEE region's role in production, specializing in intermediate inputs,
while Germany exports the finished products, making use of the region's lower labour
costs. From a German perspective, only Poland and Czechia make it to the top ten
import partners, with the former overtaking Belgium in 2023 and reaching third place.
The dependence on the German industry is currently evident as the sluggish German
economic activity dampens economic performance in CE/SEE countries. It is worth
mentioning that Austria also plays a central role in the region, although to a lesser extent
than Germany.

Over the past decade, China has emerged as a key player in the CE/SEE region's trade
relations, driven by initiatives such as the Belt and Road Initiative and the China-CEEC
summits. However, this relationship is marked by a significant imbalance, with the region
experiencing high import shares from China, while its exports to China are less significant.
This trade imbalance has led to substantial trade deficits with China.

In the case of SEE, regional trade has risen to 12.4% for exports and 9.7% for imports in
2022, making inter-regional trade the second largest share after Germany. A comparable
trend is noticeable in the CE region, where 16.7% of exports and 15.3% of imports occur
within the region.

Read more on CE trade...

Regional trade plays an important role in CE/SEE
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China caution sharply reduces FDI inflows

Foreign direct investment flows to China decreased in recent years amid geopolitical
uncertainty. Not least, supply chain disruptions made the need for de-risking evident.
With the Sino-American trade war posing another risk, foreign firms are seeking
alternatives to China, with countries like Mexico, India or Vietnam ready to fill the gap.
But that's not the whole story; Chinese investments in, e.g., Vietham also increased
substantially. On the one hand, due to lower labour costs, and on the other hand, to keep

PLEASE NOTE THE RISK NOTIFICATIONS AND EXPLANATIONS AT THE END

X

Raiffeisen
Research


https://raiffeisenresearch.bluematrix.com/sellside/EmailDocViewer?mime=html&co=raiffeisenresearch&id=replaceme@bluematrix.com&source=mail&encrypt=0f8ba7c9-deb5-416f-9eab-cd9125f6fb78

5

access to US markets. Chinese products assembled in Vietnam is one example how supply
chains can become longer.

German companies, in contrast, have increased their investment in China to a record-
high of EUR 11.9 bn in 2023, thereby raising their share in total FDI flows above
10%. This decision, made despite ongoing discussions on diversification and de-risking,
underscores the significant role that (labour) costs play in driving business decisions.
From this perspective, Mexico, India, or Vietnam are the more obvious choices than the
CE/SEE region.

If nearshoring gains momentum, the CE/SEE region will be the natural destination for
Europe in terms of location and labour costs. However, it will take some time before
the data shows this development. What can be observed already is that Asian firms are
positioning themselves with production sites in the region, with Chinese investments
focussing on Serbia and Hungary. While China only amounts to 0.4% of the FDI stock in
Hungary, it reaches 11.3% in Serbia in 2023, overtaking Austria (10.5%).

Nevertheless, Austria remains a central investor in the CE/SEE region. In 2023, e.g., 59%
of FDI inflows to Hungary and thus the majority came from Austria, doubling the 2022
amount according to MNB data. On average, Austria's share in investment inflows to the
CE/SEE region sometimes even exceeds Germany's or reaches similar levels, reflecting
Austria's business activity in the region. Although, Austrian firms invest in many of the CE/
SEE countries, they are less active in the CE's FDI powerhouse in absolute terms, namely,
Poland.

CE: Average share in FDI flows SEE: Average share in FDI flows
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CE: Poland and Hungary lead Europe's emerging battery production

The CE/SEE region is a central target for FDIs in car manufacturing, making it an
important economic driver for the region. The automobile sector's electrification can be
both a risk and a chance for the CE/SEE region. In this regard, Poland and Hungary took
the lead, attracting enough FDIs in EV production to become Europe's leader in emerging
battery production.

Recently, Hungary cemented its relationship with China and increased its e-mobility
manufacturing by announcing large new investments and a "strategic partnership" with
the intention of making Hungary a European manufacturing hub for e-cars. At the same
time, Austrian and German firms in the construction, energy and retail sector stepped
up actions against Hungary's unfair practices (such as special taxes, limits to prices and
delaying business licenses) for foreign firms, calling the European Commission and ECJ.

In the CE region, FDI flows experienced a notable surge following the COVID-19-induced
decline, surpassing previous levels. In 2023, FDI inflows decreased again to pre-pandemic
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levels. In terms of absolute figures, Poland emerges as the frontrunner in attracting FDI
inflows, closely followed by Hungary and Czechia. However, when considering per-capita
terms, the distribution of FDIs is more balanced, with the majority still gravitating towards
the CE-3 countries.

FDI inflows per capita: CE-3 in the lead
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SEE: EU-Enlargement could increase foreign investment

SEE, too, experienced a surge in FDI inflows after the pandemic, which slightly decreased
in 2023 but remained at a high level. While EU membership and full integration in the
market seem to be positive factors, Serbia is the winner in attracting FDIs in the Western
Balkans.

China'sincreasing activity in Serbia is noteworthy. However, the EU's steadfast position as
the main investor in Serbia, with a significant share of 47.8% compared to China's 30.4%,
underscores the strategic importance of the EU's investment in the region. In terms of FDI
stocks, the EU's share is a substantial 61%, while China's is about 11%. Similar to Hungary,
a deeper relationship and increasing investments from China are on the horizon.

In contrast, EU enlargement and NGEU funds can further increase the business activity
in SEE from the European side and provide further impulses for growth and development.

FDI inflows per capita: Surpassing former levels after COVID shock
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Risk notifications and explanations
Warnings:

» Figures on performance refer to the past. Past performance is not a reliable indicator for future results and the development of
a financial instrument, a financial index or a securities service. This is particularly true in cases when the financial instrument,
financial index or securities service has been offered for less than 12 months. In particular, this very short comparison period
is not a reliable indicator for future results.

e Performance of a financial instrument, a financial index or a securities service is reduced by commissions, fees and other
charges, which depend on the individual circumstances of the investor.

* The return on an investment in a financial instrument, a financial or securities service can rise or fall due to exchange rate
fluctuations.

» Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate
from the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of a financial
instrument, a financial index or a securities service.

A description of the concepts and methods used in the preparation of financial analyses is available under:

www.raiffeisenresearch.com/concept_and_methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
financial analyses) is available under: www.raiffeisenresearch.com/sensitivity_analysis.

Disclosure of circumstances and interests which may jeopardise the objectivity of RBI: www.raiffeisenresearch.com/
disclosuresobjectivity.

Detailed information on recommendations concerning financial instruments or issuers disseminated during a period of 12 month
prior to this publication (acc. to Art. 4 (1) i) Commission Delegated Regulation (EU) 2016/958 of 9.3.2016) is available under: https://
raiffeisenresearch.com/web/rbi-research-portal/recommendation_history.

IMPORTANT LEGAL NOTICE

By opening and/or using the information, services, links, functions, applications or programmes (hereinafter: "contents"") offered
on this website, the user hereby agrees to be bound by the terms and conditions set out below:

Copyright law

The contents offered on this website and subsites (hereinafter: the “RBI Research-Website”) are protected by copyright law. The
downloading or storage of applications or programmes contained on the RBI Research-Website and the (complete or partial)
reproduction, transmission, modification or linking of the contents of the RBI Research-Website shall only be permitted with the
express and written consent of Raiffeisen Bank International AG ("RBI"").

Information content, timeliness of information

The contents of the RBI Research-Website you are seeking to access is for information only and does neither qualify as investment
advice nor constitute or form part of any offer to buy or sell any securities or other financial instruments as defined in Article 5 para
1 number 15 of EU Directive 2014/65 (“MiFID 1I") in any jurisdiction or jurisdictions, (and must not be considered in any way as an
offer or sale in relation to any securities or other financial instrument). In particular, no securities have been or will be registered
under the United States Securities Act of 1933, as amended (the “Securities Act”), and no such securities may be offered or sold in
the United States absent registration or exemption from registration under the Securities Act.

RBI has made every effort to ensure reliability in researching the information published on the RBI Research-Website or sent via RBI
Research-Website as well as in selecting the source of information used. Nonetheless, RBl does not assume any liability whatsoever
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for the correctness, completeness, timeliness or uninterrupted availability of the information made available on the RBI Research-
Website or as regards the sources of information used.

The information contained on the RBI Research-Website as well as forecasts published on the RBI Research-Website are based on
the information available and the market assessment at the pointin time stated in the respective publications. Certain information
on this website constitutes forward-looking statements. RBI does not assume and hereby as far as possible expressly excludes
any liability for the correctness, completeness or actual occurrence of the events described in the forward-looking statements.
Such statements are not guarantees of future performance and involve a number of risks, uncertainties and assumptions. Certain
financial data (e.g. stock exchange prices) may in some cases only be published after a certain interval of time has lapsed as defined
by the data vendor (usually about 15 minutes or previous day end-of-day quotes). Furthermore, please note that many of the times
are given in Greenwich Mean Time (GMT).

You agree and acknowledge that the information and statements contained in the materials you are accessing on the RBI Research-
Website speak only as of the date of such document and such information and statements will become inaccurate, stale and/or
out-of-date thereafter. These materials should not be relied upon at any time for any investment decision.

RBI assumes no responsibility to maintain documents posted on the RBI Research-Website or to update any documents. Therefore,
users of the RBI Research-Website acknowledge that the content of documents available on the RBI Research-Website may not
show the most recent scenarios, analysis or conclusions.

Restricted access due to local regulations

Users of the RBI Research-Website can access some documents and information without registration requirements and without
further barriers (the respective area on the RBI Research-Website is hereinafter referred to as “Unrestricted Area”). By accessing
the Unrestricted Area, you agree and acknowledge that the materials on the RBI Research-Website may lawfully be made available
in accordance with the laws of the jurisdiction in which you are located.

Other documents are only available to persons who have registered themselves in accordance with the required procedure. The
part of the RBI Research-Website which can only be acceded by way of registration is hereinafter referred to as “Restricted Area”).

Due to the laws applicable in some jurisdictions or regulations imposed by capital market or securities authorities, some of the
information published on the RBI Research-Website (e.g. stock analyses) is not addressed to private individuals. In order to ensure
the enforcement of such local access restrictions, RBI retains the right to take any (technical) measures it may deem suitable for
restricting such information or segments of information subject to the aforementioned restrictions. The passing on of information
contained on the RBI Research-Website, which is subject to local access restrictions valid in certain countries, to the persons stated
in the relevant restrictions may constitute a breach of securities law or of other laws of said countries.

The distribution or dissemination of information published on the RBI Research-Website as well as the purchase and offering of the
respective products in certain jurisdictions may be subject to restrictions or additional requirements. Persons who retrieve such
information from the RBI Research-Website or into whose possession such information comes are required to inform themselves
about and to observe such restrictions. In particular, the products to which such information published on the RBI Research-
Website refers, may generally not be purchased or held by U.S. persons (the term “U.S. person” refers to any legal/natural person
having its seat/residence in the U.S.A and any other person within the meaning given to it by Regulation S under the Securities
Act 1933 as amended).

Users of the Unrestricted Area should be aware that the documents available on this part of the RBI Research-Website are not
made available on the basis that any customer relationship is created between RBI and such user solely on the basis of such user
having access to the respective documents. The documents available in the Unrestricted Area are intended to be available to users
in the European Economic Area and in the United Kingdom.
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Links to websites or URLs of third-party providers

With the exception of the cases regulated under § 17 of the Austrian E-Commerce Act, RBI does not assume any liability for
the content of websites or URLs of other providers to which links are provided. Neither does RBI assume any liability for the
uninterrupted availability or full functionality of the links to websites or URLs of third parties.

Exclusion of liability

RBI makes no warranty and will accept no liability for any damages whatsoever (including consequential or indirect damages, or
lost profits) relating to the access to the RBI Research-Website, the opening, use or querying of the contents on the RBI Research-
Website or relating to the links set up on the RBI Research-Website to websites or URLs of third parties. This applies also in cases
in which RBI points out the possibility of incurring such damages.

Furthermore, RBI shall not be liable for technical disruptions such as server breakdowns, operating disruptions or failures of the
telecommunications links and other similar events, which could lead to the (temporary) unavailability of the RBI Research-Website
as a whole or parts of it.

Storage of registration data

The content in the Restricted Area of the RBI Research-Website is only available to registered users. By sending the completed
online registration form, the user confirms the completeness and correctness of the data given and also confirms having truthfully
answered the questions asked. Furthermore, by sending the completed online form, the user hereby declares his or her consent
to the electronic processing of his or her registration data by RBI for both internal banking organisational purposes and for
transmission to other credit institutions within the Raiffeisen Banking Group, which may in turn also process, pass on or use such
data.

Changes to the RBI Research-Website

RBI retains the right to change and to remove the RBI Research-Website at any time (if necessary also without prior notice), in
particular as regards changing existing contents (in full or in part) and adding new contents.

General terms and conditions of business

For (authorised) users who use the services of RBI provided on the RBI Research-Website, the General Terms and Conditions of
Business, as amended, of RBI shall apply in addition to the terms and conditions of this Disclaimer.

Please also take note of the general information provided pursuant to 8 5 of the E-Commerce Act!

Thomas SternbachLegal and ComplianceRaiffeisen Bank International AGAm Stadtpark 9, 1030 WienTel: +43-1-71707-1541Fax:
+43-1-71707-761541thomas.sternbach@rbinternational.com

IF YOU CANNOT SO CERTIFY, YOU MUST CLICK THE BUTTON LABELLED “I DECLINE” OR OTHERWISE EXIT THIS WEBSITE.

BY ACCESSING THE MATERIALS ON THIS WEBSITE, YOU SHALL BE DEEMED TO HAVE MADE THE ABOVE REPRESENTATIONS
AND CONSENTED TO DELIVERY BY ELECTRONIC TRANSMISSION.

This document is a marketing communication.
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