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CEE equity markets still offer attractive opportunities

27 July 2026

CEE equity markets have delivered mixed YTD performance, as Hungary and
Romania outperformed EM equities, Poland delivered solid performance,
while the Czech market underperformed. Valuations remain attractive in
Hungary and Poland, where local stock markets are dominated by
domestically oriented firms.

OUTSTANDING YTD PERFORMANCE LIFTS VALUATIONS IN CEE EQUITY MARKETS
CURRENT P/E VALUATIONS STILL LOOK ATTRACTIVE IN HUNGARY AND POLAND
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Source: LSEG, The Investment Institute by UniCredit
Note: P/E ratios are based on market consensus of 12M forward EPS forecasts. Total returns YTD are 3-5% higher than price returns in the CEE
markets due to dividend payouts.

THE CONTEXT

CEE stock markets have performed very well in the last eighteen months, outperforming equity markets in Western
Europe. This outstanding rally has taken place despite structural characteristics that continue to distinduish CEE
markets from developed markets. Indeed, local stock exchandes in CEE are characterised by low liquidity and high
concentration, with about 90% of market capitalisation typically concentrated in a single-digit number of blue chips.
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Therefore, performance and valuations may be driven by sector-specific factors, local fund flows and the regulatory
environment, in addition to common factors such as the country risk premiums, global risk sentiment and the
valuations of regional sector peers. The only exception is the Polish market, which has the largest market
capitalisation and offers greater diversification across sectors. In addition, the relatively small free float of some
listed companies and the dominance of domestic institutional investors can amplify market moves and lead to
valuation discrepancies compared to broader emerging- and developed-market peers.

THE DATA

The MSCI Emerging Markets Eastern Europe price index has been the best-performing MSCI EM
regional segment since January 2025, with a 68% return in USD terms registered in 2025
followed by a 16% YTD return in 2026. Its performance has been supported by strong gains in
Poland and other CEE markets, although performance across individual CEE markets has been
uneven this year.

The underperformance of the highly concentrated Czech equity index is largely attributable to
macro-driven, and to a lesser extent requlatory, factors that have curbed the profitability of its
key constituents (local banks and the local utility giant), resulting in downward revisions to
earnings expectations. Following two years of outstanding returns in 2024 and 2025, the price-
to-earnings (P/E) ratio based on 12M forward earnings estimates has increased to levels
comparable to Western European peers.

The Polish stock market has generated a solid 14% return. A more diversified equity market
dominated by energy firms, banks and retailers continues to benefit from stable, domestically
driven economic growth, which is expected to continue in the coming years. Although the
valuation discount narrowed in 2025, current levels still seem attractive compared to regional
peers, with an average P/E ratio of 11.2.

In Hungary, the compression in the country risk premium and a sharp drop in local government
bond yields has supported the equity market rally this year (+34%), as investors expect the
new government to foster a more market-friendly requlatory environment and gradually phase-
out corporate windfall taxes. The dominance of energy and financial stocks partly explains the
market’s undemanding valuations compared to more diversified European benchmarks.
However, with an average P/E ratio of 9, current valuations remain attractive.

The Romanian equity market’s outstanding YTD dains (+41%) have been driven by local
inflows. Considering the prevailing risks in the political and macro environment, the Romanian
equity market appears expensive, trading at an average P/E multiple comparable to that of the
Czech market.

OUR VIEW

In our view, the CEE stock market remains attractive. Valuations are relatively low in Poland
and Hundary. In particular, Polish companies would benefit from a positive shift in geopolitical
risk perception related to the war in Ukraine and would be key beneficiaries of the
reconstruction, once hostilities end. This points towards further room for them to perform well
in terms of both earnings and valuations. In Hundary, earnings growth expectations remain
stable at around 10% annually, underpinned by improving domestic growth prospects
supported by declining interest rates, improved consumer sentiment and a rebound in fixed
investment as access to EU funds has been restored. On the other hand, high valuations limit
the potential for Czech equities unless there is significant growth in earnings expectations.
Stable inflows from local pension funds, together with relatively tight liquidity conditions,
continue to support Romanian equities. In addition, the two larde energy firms should benefit
from strong earnings growth prospects beyond 2027, when Romania’s flagship Black Sea gas
project, Neptun Deep, is expected to begin production. However, investors should remain wary
of fiscal risks, which could increase the country risk premium and challenge already elevated
valuations.
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OTHER THINGS TO NOTE

Positive news from the Middle East

US-Iran airstrikes came to a halt over the weekend. In the meantime, Iranian and Omani
officials met to discuss the situation in the Strait of Hormuz following the recent blockade.
Cautious optimism has led to a decrease in energy prices, with Brent falling 6% to around USD
90/bbl. US and European equity futures are in the green and EGBs opened in positive territory,
with yields declining particularly at the short end of the curve.
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with ledal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to change at any time after publication, on the completeness, correctness and
truthfulness of which the UniCredit Group makes no duarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downdrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. Inthe presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.

8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this
document, including, but not limited to, damades due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imades, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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