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Recent Macroeconomic Indicators
Review of the Current Situation — Implications for the Monetary Policy

The review of the current situation aims to give an overview of the recent macroeconomic
data (October - December 2020) and to make a comparison with the latest
macroeconomic forecasts (October 2020). This will determine the extent to which the
current situation in the economy corresponds to the expected movements of the variables
in the latest round of forecasts. The review focuses on the changes in external
assumptions and performances of domestic variables and the effect of these changes on
the environment for monetary policy conduct.

The beginning of the vaccination for protection against COVID-19 increased the
optimism of economic agents regarding the expectations for the global growth in the
medium run. However, the high uncertainty remains present, as well as the risks related
to the development of the pandemic and its duration. Moreover, the downward risks in the
short term are mainly related to the limitations on larger production of the vaccine and problems with
its distribution, but also to the present skepticism about the effectiveness and safety of the vaccine,
the occurrence of a new mutation of the virus in the United Kingdom, which is already present in
other countries, and accordingly the possible continuation of the duration of the introduced restrictive
measures for dealing with the second wave of the pandemic, which were strengthened during
December in some countries. The other risks refer to inadequate or to prematurely withdrawn fiscal
measures, the increased prospects for longer-term unfavorable effect on the labor market and on the
solvency of companies, the pressure on the global value chains?, the possible longer retention of the
current habits for greater restraint from consumption, therisk of re-tightening of the global financial
conditions, the risk of inability to repay the public debtin some of the countries, as well as the possible
intensification of the geopoltical and trade tensions. Regarding the economic developments in
the euro area, October data show better performances relative to the third quarter. However, in
conditions of reintroduced restrictions on prevention of the spreading of the second wave of the
pandemic, the household and corporate surveys for the fourth quarter of 2020 indicate weaker
movements of the economy relative to the third quarter, mainly due to the weaker estimates for the
service sector and household consumption. Also in Germany, as our most important trading partner,
the published October data are mainly more favorable relative to the performancein the third quarter,
while the surveys that also cover the period of introduced restrictions, indicate weaker activity in the
fourth quarter, mainly due to the service sector, despite the morefavorable estimates for the industry.
On the labor market in the euro area, the unemployment rate, according to the latest data, registers
a downward trend from July onwards and equals 8.3% in November (8.4% in October). The annual
inflation rate in the euro area is stable in the last five months and according to the initial December
estimate, it amountsto -0.3%, which is mainly due to the annual fall in energy prices, amid stable
and low core inflation (0.2%). For the whole of 2020, the inflation rate is 0.3% (1.2% in 2019). The
one-month EURIBOR interest rate in 2020 is at a level of the October expectations, while the
expectationsfor the period 2021-2022 havebeen revised downwards, given the measures undertaken
by the ECB in December 2020 for a greater monetary stimulus and for maintenance of the favorable
financial conditions in the long term.

In terms of the individual quantitative indicators of the external environment of
the Macedonian economy, the estimates of the foreign effective demand have been revised
upwards for 2020 and 2022, and downwards for 2021 relative to the October forecasts, while the
foreign effective inflation has been revised downwards for the entire period of forecasts. In 2020,

! The pressures on the value chains are largely due to the government measures for ending the COVID-19 pandemic such as: the
measures for social distance, the instructions for hygiene, the quarantine, the closure of bordersand the requests for work froma
distance.
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the US dollar against the euro registered a slightly stronger depreciation relative to the October
assessments, and the expectations for the next two years also indicate a depreciation of the US dollar
at stronger pace. The latest forecasts for the prices of primary commodities in world
markets suggest synchronized movements, whereby for 2020 it is estimated a fall in the
prices of almost all products, except of the wheat, then a strong growth in 2021 and a fall
in 2022. Moreover, the changes in prices have been adjusted upwards for 2020 and 2021 relative to
the October assessments, and downwards for 2022. However, the movements and the assessments
of the prices of primary commodities are extremely volatie, and are currently under the strong
influence of the developments related to the pandemic of the new coronavirus, which creates greater
uncertainty about their future dynamics and effects on the domestic economy, in both the short and
the longer term.

The comparison of the latest macroeconomic indicators of the domestic economy
with their forecast dynamics within the October forecasting round indicates certain
deviations in the individual segments of the economy. According to the published estimated
data and the GDP revisions?, in the first three quarters of 2020, on average, the economy registers a
real fall of 5.9% which is in line with the expectations of the October forecast (forecasted fall of
6.1%). Regarding the economic activity in the fourth quarter of 2020, the currently available high-
frequency data for the period October-November 2020, generally indicate more moderate negative
effects of the health crisis on the economic activity, and compared to the previous quarter the
movementsin the domestic economy are more favorable. Namely, in conditions of target and less
restrictive measures for dealing with the second wave of COVID-19, gradual adjustment of the
behavior and habits of entities to the new situation, as well as the undertaken measures for support
of the economy, the data for this period show a further deceleration in the annual fal in industry and
total trade turnover, as well as an acceleration in the growth in construction, and unfavorabke
movements are only registered in the turnoverin catering. Regarding the changes in consumer
prices, the annual inflation rate registered in December 2020 0f2.3% is slightly higher than expected
according to the October forecast. However, for the whole of 2020, the annual inflation rate of 1.2%
is in line with the October forecast (forecasted inflation rate of 1.1%). In conditions of revisions in
different directions in the external input assumptions, the uncertainty arising from the movement n
the world prices of primary productsin the next period and their impact on domestic prices remains
pronounced, especially pronounced in conditions of a second wave of the COVID-19 pandemic and
the occurrence of a mutation of the coronavirus.

Foreign reserves are still at an appropriate level and are maintained in a safe zone.
Regarding the available external sector data, the currency exchange market data as of December
indicate higher performancesin private transfers, while the foreign trade data as of November suggest
a trade deficit within the expectations for the last quarter, according to the October forecast.

During November, total deposits registered a monthly growth of 1%, as opposed to the
minimal decline of 0.2% in the previous month. Observed by sector, the increase in total deposits® is
primarily a result of the positive contribution of corporate deposits, amid moderate growth of
household deposits. According to the currency structure, the monthly growth of total depostts is a
result of the simultaneous growth of denar (entirely as a result of the increase in demand deposits)
and foreign currency deposits. On an annual basis, total deposits in November increased by 6.3%,
mostly due to the growth of household deposits, i.e. of demand deposits. For the end of 2020, an
annual growth of deposits of 4.4% is forecasted, according to the October forecast. Given the usual
high growth of total depostts in the last month of the year, coupled with the payments of the fourth
package of fiscal measures during December, such movements give an indication of higher

2 According to the quarterly press release of the SSO for GDP, published on 7 December 2020, the real annual GDP rates for the first and

second quarter of 2020 were revised to 0.9% and -14.9%, respectively (previously they amounted to 0.2% and -12.7%, respectively).
3 The monthly increase in total deposits during November is partially a result of the funds paid to the private sector within the government
package of fiscal measures aimed at mitigating the economic consequences of the viral infection COVID-19.
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performances in deposits than forecasted. In November, total private sector loans registered a
minimal monthly decline of 0.2%), compared to therise of 0.3% in the previous month. Observed by
sector, a decrease is registered in corporate loans, amid small rise in household loans. On an annual
basis, total loans in October increased by 5.4%. Observed by sector, the credit growth largely results
from the household loans, with a positive contribution of corporate loans. The forecasted annual
growth of loans at the end of the yearis 5.3%, according to the October forecast.

In the period January-November, the Budget of the Republic of North Macedonia
registered a deficit of Denar 40,052 milion. The budget deficit is mostly financed by using foreign
loans, with part of the inflows being retained as government deposits with the National Bank. At the
same time, in this period, the government additionally borrowed on the domestic government
securities market and with the domestic banks. The budget deficit for this period of the year was
70.9% of the deficit planned in the second Budget Revision for 2020.

The latest macroeconomic indicators and assessments indicate certain deviations
in terms of the forecasted dynamics, but the perceptions about the environment for
conducting the monetary policy are mainly unchanged compared to the previous
forecasts. According to the latest performances in foreign reserves as of the end of 2020, they are
stil maintained in a safe zone. In the third quarter of 2020, the fall in the gross domestic product
significantly slowed down, and the performancesin thefirst three quarters are within the expectations
of the October forecasts. The available high-frequency data for the last quarter of 2020 currently
indicate more moderate negative effects of the health crisis on the economic activity and more
favorable movements in the domestic economy, compared to the previous quarter. Regarding the
inflation, the performances for the whole of 2020 are in line with the forecasts, which, amid revisions
in different directions in the external input assumptions, currently indicates balanced risks regarding
the movement of inflation in the period ahead. Within the monetary sector, the annual growth in
deposits and loans as of November are generally within the forecasts for the fourth quarter of 2020,
with the October forecast.

The inflation rate in the domestic economy maintained at a low and stable level in 2020

The average annual inflation rate in 2020 equals 1.2% and is in line with the forecasted rate of the
October forecasting round (of 1.1%). The dynamics of consumer prices in the domestic economy in
2020 mostly results from food prices, which are higher by 2.6%, as well as from the postive
contribution of coreinflation which amounts to 0.9%. On the other hand, energy prices dropped by
1.4%, under the influence of the substantial fall in the price of oil in world markets, although this
effect was partly offset by the decision to increase the excise duties on some of the derivatives from
April and the decision to increase the domestic price of electricity from August. Within the food
categories, a moderate increase is registered in the prices of bread and cereals, meat, mik products
and fruit. Core inflation is mainly driven by the changes of an administrative nature, related to the
increase in the excise duty on the prices of tobacco. The performances in 2020 indicate a slight
acceleration in inflation compared to the performancesin 2019, when the inflation amounted to 0.8%.
In conditions of generaly downward pressures from the import prices (more moderate foreign
effective inflation) and a fall in the domestic demand, the slight acceleration in the domestic inflation
in 2020 partially reflects the developments related to COVID-19, i.e. the more pronounced
consumption of certain products and services, as well as the increases in the prices of an
administrative and regulatory nature, and the limitations on the supply side caused by the global
health and economic crisis also have a certain effect.
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Selected economic indicators’* 2019 2020
2016 2017 2018 Q1 Q2 Qa3 Q4 2019 Jan. Feb. Mar. Q1 Apr. May Jun. Q2 Jul. Aug. Sep. [oX} Oct. Nov. Dec. Q4 2020
I. Real sector indicators
Gross domestic product (real growth rate, y-o-y) /2 2.8 1.1 29 1.4 4.3 3.6 3.3 3.2 0.9 -14.9 -3.3
Industrial production /*
y-0-y 3.4 0.2 5.4 8.8 11 7.1 -1.3 3.7 0.3 3.5 -13.4 =&t/ -33.5 -27.0 -15.1 -25.0 -9.5 -9.1 -4.1 SZ5) -5.2 -4.0
cumulative average 3.4 0.2 5.4 8.8 4.8 5.6 3.7 3.7 0.3 1.9 -3.7 =7 -11.2 -14.4 -14.6 -14.6 -13.8 -13.2 -12.1 -12.1 -11.3 -10.6
Inflation /*
CPI Inflation (y-0-y)’® -0.2 24 0.9 il 12 0.6 0.0 0.4 0.6 0.7 0.5 0.6 -0.1 -0.2 17 0.5 13 15 19 1.5 2.1 22 2.3 2.2 23
CPI Inflation (cumulative average) -0.2 1.4 1.5 2 1.2 1.0 0.8 0.8 0.6 0.7 0.6 0.6 0.4 0.3 0.5 0.5 0.6 0.8 0.9 0.9 1.0 11 1.2 1.2 1.2
Core inflation (cumulative average) 13 23 15 0.9 0.9 0.8 0.5 0.5 0.3 0.5 0.7 0.7 0.7 0.6 0.6 0.6 0.6 0.6 0.7 0.7 0.7 0.8 0.9 0.9 0.9
Core inflation (y-o-y) 1.0 2.8 14 0.9 1.0 0.6 -0.4 -0.3 0.3 0.8 1.0 0.7 0.7 0.4 0.4 0.5 0.6 0.8 11 0.9 13 1.5 19 1.6 1.9
Labor force
Unemployment rate 23.7 224 20.7 17.8 17.5 17.1 16.6 17.3 16.2 16.7 16.5
II. Fiscal Indicators(]
(Central Budget and Budgets of Funds)
Total budget revenues 169,356 179,673 188,505 46,042 50,076 50,986 56,718 203,822 | 15599 15727 15158 | 46,484 | 14,241 12,660 14,050 | 40,951 | 17,896 14,218 16,486 | 48,600 | 18,525 15,554
Total budget expenditures 185,407 196,561 200,071 49,243 53,915 52,085 62,202 217,445 16,806 18,824 18,264 53,894 18,969 19,420 21,094 59,483 24,018 17,066 17,443 58,527 17,478 20,784
Overall balance (cash) -16,051 -16,888 -11,566 -3,201 -3,839 -1,099 -5,484 -13,623 -1,207 -3,097 -3,106 -7,410 -4,728 -6,760 -7,044 -18,532 -6,122 -2,848 -957 -9,927 1,047 -5,230
Overall balance (in % of GDP)'* -2.7 2.7 -1.8 -0.5 -0.6 -0.2 -0.8 -2.0 -0.2 -0.5 -0.5 -1.1 -0.7 -1.0 -1.0 -2.8 -0.9 -0.4 -0.1 G5 0.2 -0.8
IIL Financial indicators /®
Broad money (M4), y-o-y growth rate 6.2 5.1 11.8 11.7 10.5 10.8 9.3 9.3 8.9 8.2 8.9 8.9 7.5 9.4 9.8 9.8 9.1 6.6 6.9 6.9 6.6 77
Total credits, y-o-y growth rate -0.1 5.4 7.3 9.0 8.1 5.6 6.0 6.0 6.8 6.9 5.8 5.8 5.5 5.9 6.6 6.6 8.2 6.9 7.3 7.3 6.7 5.4
Total credits - households 7.0 9.2 103 9.7 9.9 9.5 10.5 10.5 10.6 111 10.1 10.1 9.4 8.6 8.8 8.8 9.4 9.0 9.5 9.5 9.0 8.3
Total credits - enterprises -5.3 2.3 4.5 8.2 6.4 il-z/ il 1.9 3.2 2.8 1.8 1.8 2.0 3.3 4.6 4.6 71 4.8 5.2 5.2 4.4 2.5
Total deposits (incl. demand deposits), y-o-y growth rate/” 6.1 5.0 121 11.9 10.6 11.0 9.0 9.0 8.8 7.8 7.9 7.9 6.0 7.8 8.4 8.4 8.0 53 5.4 5.4 4.9 6.3
Total deposits - households 2.5 6.1 9.5 8.7 9.0 9.3 7.9 7.9 8.5 8.7 8.6 8.6 7.8 8.2 8.7 8.7 8.4 57 6.1 6.1 5.6 5.4
Total deposits - enterprises 13.4 2.1 9.5 12.1 10.1 il 14.6 14.6 12.2 10.2 125 125 6.5 9.8 1.2 1.2 9.0 5.8 8.0 8.0 6.9 10.2
Interest rates /®
Interst rates of CBBills (end of month/quarter/year) 3.75 3.25 2.50 2.25 2.25 2.25 2.25 2.25 2.00 2.00 175 175 1.75 1.50 1.50 1.50 1.5 1.50 1.50 1.50 1.50 1.50 1.50 1.50 1.50
Lending rates
denar rates 7.0 6.6 6.1 58 57 5.6 54 5.6 5.4 53 53 53] 53 53 5.2 53 5.1 5.1 5.1 5.1 5.1 5.1
f/x rates (aggregated, incl. f/x and denar with f/x clause) 5.7 5.3 4.9 4.7 4.7 4.6 4.5 4.6 4.4 4.4 4.4 4.4 4.4 4.3 4.3 4.3 4.3 4.3 4.2 4.3 4.2 4.2
Deposit rates
denar rates 2.5 22 2.0 20 19 19 1.7 1.9 16 16 15 16 1.5 15 15 1.5 1.5 14 14 LG 14 14
f/x rates (aggregated, incl. f/x and denar with f/x clause) 1.0 0.9 0.8 0.8 0.8 0.8 0.8 0.8 0.7 0.7 0.6 0.7 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6
IV. External sector indicators
Current account balance (millions of EUR) -275.5 -102.9 -7.1 -175.0 -65.6 162.2 -293.9 -372.3 21 -69.9 -80.6 -148.3 -76.8 -8.8 0.6 -85.0 -20.5 1.7 -24.4 -43.3
Current account balance (% of GDP) -2.9 -1.0 -0.1 -1.6 -0.6 14 -2.6 -3.3 0.0 -0.6 -0.7 -1.4 -0.7 -0.1 0.0 -0.8 -0.2 0.0 -0.2 -0.4
Trade balance (millions of EUR)'® -1,786.2 -1,816.2 -1,811.1 -456.3 -474.5 -437.1 -646.8 -2,014.8 | -1344 -199.9 -176.8 | -511.0 | -162.5 -116.1 -105.7 | -384.3 | -198.9 -102.2 -89.5 -390.6 -167.2 -115.7
Trade balance (% og GDP) -18.0 -18.1 -16.9 il -4.2 5 -5.8 -18.0 -1.2 -1.8 -1.6 Sid -1.5 -1.1 -1.0 H3 -1.8 -0.9 -0.8 -3.6 -1.5 -1.1
import (millions of EUR) -6,176.5 -6,834.9 -7,676.3 -1,990.4 -2,095.7 -2,066.0 -2284.2 -8,436.3 -591.4 -719.8 -607.6 -1918.8 -373.8 -455.5 -597.7 -1426.9 -717.3 -603.4 -676.1 | -1996.8 -764.5 -694.4
export (millions of EUR) 4,390.3 5,018.7 58724 1,534.0 1,621.2 1,628.9 1637.4 6,421.6 457.0 519.9 430.8 1407.7 211.3 339.4 492.0 1042.6 518.4 501.2 586.6 1606.2 597.3 578.7
rate of growth of import (y-o-y) 6.5 10.7 123 11.6 10.9 11.9 5.9 9.9 37 59 -18.0 -3.6 -50.9 -36.4 -3.4 -31.9 -4.1 -9.2 35 D 0.1 -6.0
rate of growth of export (y-0-y) 7.4 14.3 17.0 17.1 1.1 10.8 0.2 9.4 10.0 -1.9 -26.8 -8.2 -60.3 -39.3 -7.3 -35.7 -8.1 0.1 4.0 =ild) 5.6 2.0
Foreign Direct Investment (millions of EUR) 316.9 180.0 603.7 40.2 11.0 62.9 176.5 290.6 26.9 -48.0 -107.0 -128.1 -42.5 36.2 20.0 13.7 25 -3.5 18.8 17.8
External debt
Gross external debt (in milllions of EUR) 7,216.6 7,372.5 7,843.7 8238.5 8324.7 8568.6 8,154.4 8,154.4 8,311.7 8,787.1 9,086.6
public sector 3,445.3 3,461.8 3,756.2 4095.2 4035.1 4074.2 3,836.6 3,836.6 3,816.5 4,460.3 4,642.3
public sector/GDP (in %) 35.7 345 35.1 36.1 35.6 359 33.8 338 35.0 40.9 42.6
private sector 3,771.2 3,910.7 4,087.5 4143.3 4289.6 4494.4 4,317.8 4,317.8 4,495.2 4,326.8 4,444.3
Gross external debt/GDP (in %) 74.7 73.4 733 72.6 73.4 75.6 71.9 71.9 76.3 80.6 83.4
Gross official reserves (millions of EUR)’* 2,613.4 2,336.3 2,867.1 2,866.4 2,928.2 3,127.5 | 3,262.6 3,262.6 | 3,100.6 3,084.5 3,017.3 | 3,017.3 | 3,159.6 3,079.1 3,639.7 | 3,639.7 | 3,512.4 3,406.4 3,480.2 | 3,480.2 | 3,540.9 3,368.7 3,359.8 | 3,359.8 | 3,359.8

/1 In calculating the relative indicators, the annual GDP from the official announcement of SSO is used. For 2020, the projected level from NBRNM's last forecasting round is used.
/2 The quarterly data for 2019 are preliminary, while for 2020 are estimated (Press release for quarterly data on GDP as of 07.12.2020). The annual data for 2018 is final data (Announcement for annual data for GDP from 30.09.2020) while for 2019 is preliminary data (Announcement for annual data for GDP from 05.10.2020).
/3 The changes of Index of industrial production are according to base year 2015=100.

/4 CPI calculated according to COICOP 2019=100.

/5 The rate on annual basis corresponds to end-year inflation (December current year/December previous year)
/6 The calculations are based on the New Methodology for compiling standard forms of the monetary balance sheets and surveys and the new accounting plan (in force since June 2018).
/7 it encompasses the deposits from non-government sector at Banks and Saving Houses, transferable deposits from Other Financial Corporations in denars and transferable deposits from state and local government in denars.

/8 As of June 2018 data for active and passive interest rates are compiled according to the new methodology of NBRNM.

/9 Trade balance according to foreign trade statistics (on c.Lf. base).

/10 The data from 2008 include accrued interest. The latest available data on gross official reserves are preliminary data.
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EXTERNAL ENVIRONMENT

Foreign effective demand The latest estimates for the foreign effective

(annual changes in %) demand resulted in an upward revision for 2020

14.0 1 and 2022, and a downward revision for 2021.
10.0 - Thus, tt is currently expected that the fall in the
60 4 foreign effective demandin 2020 wil equal -5.9%
’ (-6.3% in October), while the growth in 2021 and
2.0 - 2022 wil equal 3.9% and 3.7%, respectively

(4.6% and 3% in October, respectively). Such

2001 Q3 Q1 Q3 Q1 Q3 Q1 Q3
0 ooy ¥ o €30 revisions are largely a result of the revised

2016 2017 2018 2019

6.0 _ estimates for the economic activity in Germany*
100 { "7 APl 2020 and Italy. Namely, in these countries there are
140 = October 2020 significantly better performances in the third
quarter of 2020 relative to the October
expectations, while the current estimates indicate
Source: Consensus forecasts and NBRNM calculations. their sbwer grOWth in 2021, and faster in 2022
Foreign effective inflation
(annual rates in %) The foreign effective inflation was slightly
30 1 — == April 2020 revised downwards for the entire period of
25 - S forecasts. Thus, the growth of the foreign
ctober 2020 .. . .
20 4 effective inflation is currently gxpected toamount
to 0.4%, 1.2% and 1.6% in 2020, 2021 and
L5 4 2022, respectively, versus 0.5%, 1.4% and 1.7%
1.0 - in October. The downward revision is due to the
lower inflation in most countries included in the
0.5 1 index.
0.0v%%%%%%%%%%%%%%%%%%%%%{
3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3
-0.5 2816 2%17 2(318 @ 2(319 @ 2(320 b 2821 @
1S.c(>)urce: Consensus forecasts and NBRNM clculations.
EUR/USD exchange rate Regarding the euro/US dollar exchange rate,
in 2020 there was a fall in the value of the
1.00 - _ US dollar of 1.8%, i.e. a slightly stronger
=== Apri0s0 depreciation relative to the October
0.95 1 — Ceeheieies expectations. The latest estimates for the next
two years indicate a downward revision for the
0.90 - . . W
entire period of forecasts. Moreover, it is still
0.85 expected that the US dolar wil depreciate
against the euro, especially in 2021. Such
0.80 - dynamics largely reflects the expectations for
further fiscal measures and for an increased
075 - ttttpte oy ey e o deficit in the current account of the USA, the
Q1 Q3 Q1 Q3 Q1 Q3 QI Q3 Q1 Q3 Q1 Q3 smaller interest of investorsin the US dollar amid
2016 2017 2018 2019 2020 2021 more favorable prospects for the global economy

Source: Consensus forecasts and NBRNM calculations.

with the beginning of the vaccination against
COVID-19 and the expectations of investors that
the Fed will maintain the low interest rates also
in the next years.

* Forecasted fall in Germany of 5.4% in 2020, versus5.7% in October and forecasted growth of 3.6% and 3.3% in 2021 and 2022 respectively, versus
4.4% and 2.5% in October.
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EXTERNAL ENVIRONMENT

Brent oil In 2020, the oil price® in world markets

75 (quarterly average, EUR/Barrel) registered a sharp decline of 35.2%
70 | - April 2020 (expressed in euros), which is in line with
65 1 October 2020 the October expectations. For 2021, the oil
60 4 price has been revised upwards, currently
55 | expecting a significantly faster growth than
50 - expected in October. The upward revision mostly
45 reflects the investors’ expectations for growth of
40 - the_global demand for oil, amid relatively more
35 posttive prospects for the global economy due to
the beginning of the vaccination in some of the
Z(s) T major economies, a fal in the value of the US
e e e e e e T dollar,  the estimates for a decline in the
28116 @ 28117 @ 28118 @ 28119 @ 2830 @ 28211 @ inventories of oil, as well as the decision of the
Source: IMF and NBRNM calculations. OPEC+ countries to extend the measure for
reduction of the supply of oil in world markets®.
On the other hand, for 2022 the estimates have

been revised downwards, expecting a decline,

despite the small growth forecasted in October.
N'°ke'(aa:r1acl°c"h';f];g:'if‘e;o;“ EUR Expectations for metal prices for 2020 and
55 | 2021 have been revised upwardsrelative to

October. Namely, it is currently expected a
smaller decline in the price of nickel and copper

357 in 2020 and their significantly faster growth in
2021, than previously forecasted. Such changes

15 largely reflect the investors’ expectations for
faster growth of the global demand, largely

5 { o1 03 o1 ‘ driv_en_ by the Chinese economy, but also the
2 2017 2018 2019 \ optimism about the vaccine against COVID-19
5 === Nickel - April 2020 ‘.r\\/’ and the stimulating programsin several countries
—Nickel - October 2020 w! of the world as a support to the global economic

. ""Egggg: ) g‘;{gsgfgozo recovery. In 2022, the nickel price is expected to

stabiize, and the copper price is expected to
register a slightly larger decline than expected in
October.

Source: IMF and NBRNM calculations.

® The analysis of prices of oil, metals and primary food commodities, uses various reports of the IMF, World Bank, FAO, OPEC, the ECB and the
specialized international economic portals.

©0n 5 January 2021, apart from the decision of the OPEC+ countriesto extend the measure to limit oil production, SaudiArabia made a decision to
voluntarily reduceits oil production in February and March 2021 by additional 1 million barrels of oil per day. Consequently, in the first three months
of 2021, the quotas for limiting production will average 7.8 million barrels per day, as opposed to the previous 7.125 million barrels per day (on
average) for these three months.
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EXTERNAL ENVIRONMENT

Wheat and corn prices in EUR
(annual changes in %)

45 ~
35
25 A

15

5 <

_5 i
.15 2
-25 - ===-Wheat - April 2020

e \\heat - October 2020
=35 1 = ==-Corn - April 2020
45 Corn - October 2020
Source: IMF and NBRNM calculations.
1-month Euribor
(quarterly average, in % )
0.6
=== April 2020
0.4
e October 2020

0.2
.0 —4+—AH—+—"1+—"+—+—+t+++++++++F++

0.2 g6 2017 2018 2019 200 2021

-0.4 - ~——=

-0.6 -
-0.8 A

-1.0 -

Source: Consensus forecasts and NBRNM calculations.

” More information can be found at the following Internet link.

Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3

The latest estimates for the prices of
primary food products indicate an upward
revision for 2020 and 2021. The faster growth
of the wheat price in both years compared to
October is largely due to the expectations for
lower wheat production at global level, as well as
to the announcements for introducing export tax
by Russia (in the period 15 February - 30 June
20217). Regarding the corn price, it is forecasted
a smaller decline in 2020 and a faster growth in
2021 than forecasted in October. Such revisions
in the corn are a result of the concern about the
supply from South America, due to the present
longer drought, as well as the expectations for a
greater demand, mostly from China. At the same
time, the forecasts for lower inventories and the
weak dollar are additional factors for growth of
the prices of cereals. On the other hand, for 2022,
the movements in the price of wheat and com
have been revised downwards, now expecting a
decline, instead of the small growth forecasted in
October.

The one-month EURIBOR in 2020 equals -
0.50% and is according to the October
expectations. For the next two-year period,
it has been revised downwards and in the
period 2021-2022 it is expected to average -
0.52% (-0.46% in October). These developments
are largely a result of the measures for a greater
monetary stimulus undertaken by the ECB at the
meeting in December.
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In December 2020, domestic consumer

Inflation rate prices increased by 0.4% on a monthly basis

 (annual contribution toinfation, in p.p.) (after their unchangeabiity in the previous
A month), mostly due to the increase in the prices
Other (in pp.) in the categories from the core component and

3 Total inflation (in %) from the minimal positive contribution of the
""" Total inflation (in %, April projection) energy component, in conditions of a small

negative contribution of the food component?®.

The annual inflation rate in December
amounted to 2.3% (2.2% in the past month)
mainly driven by the growth of the prices of the
food and core component, and to a small extent
by the energy component®. The annual inflation
] rate in December is slightly higher than expected
g TSRS SRS SSRGS gecording to the October forecasting round. In
' ' - - - terms of the structure, regarding the forecast, an
upward deviation is registered in all main
components of inflation.

Source: SSO and NBRNM.

The monthly rate of core inflation in

December is posttive and equals 0.9% (after the

Inflation and volatility of food and energy negative rates registered in the previous three

(annual growth rates, in %) months), and on an annual basis the rate of core

e T1flation inflation accelerates and amountsto 1.9% (1.5%

++ e+« Inflation excl. food and energy (core inflation) in the previous month). The structure of the

_---ﬁQSLnggﬁf‘ :Lasd prices annual rate of core inflation in December is

(53 simiar to the previous month, i.e. the prices of

tobacco'? continue to make the highest positive

contribution. Also, a positive contribution this

month was also made by the prices of restaurants

g and accommodation services. On the other hand,

% a negative contribution was made by the prices

2 of air traffic, clothing and footwear, audiovisual
6 and computer equipment.

= e
WONSRIMC

COMRANONIO

'
[y

1.2006
1.2007
1.2008
1.2009
1.2010
1.2011
1.2012
1.2013
1.2014
1.2015
1.2016
1.2017
1.2018
1.2019
1.2020

Source: State statistical office and NBRNM calculations.

8 Observed by group of products, the largest positive contribution on a monthly basis was made by the higher prices of transport, i.e. by the prices of
air traffic, followed by the increase in the prices of accommodation services, the prices of liquid fuels and lubricants, packagetours, as well as by the
prices of meat. On the other hand, the greatest negative contribution was made by the prices of vegetables, fruit, bread and cereals.

% In conditionsof an annualfall in the prices of liquid fuels and lubricants according to the world movements of the price of oil, the annual growth of
energy prices is a result of the increase in electricity prices in August, pursuant to the decision of the Energy Regulatory Commission. Starting from 1
August 2020, the price of electricity is higher by 7.4%, i.e. for a high tariff it is 5.95 den/kWh, for a low tariff it is 2.99 den/kWh, while for one-tarif
measurement it is 4.77 den/kWh (https://www.erc.org.mk/pages.aspx?id=153).

0 The annual growth of tobacco price in December reflects the increase in the prices of cigarettes in March and July 2020, in consistence with the annual
planned increase in excise duties on cigarettes by Denar 0.20 per piece as of 1 July 2023. The same effect was that of the changesin the Law on
Tobacco, tobacco products and related products, which requires all packs of cigarettes to have by 20 cigarettes by November 2020 (previously there
were packsby 19 cigarettes), which together with the increased amount for excise collected by cigarette, contributed to the increase in producer costs.
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4 - Contributions to the annual inflation rate (in p.p.)

_2 J
NE>EXRQE>EERIE>EER]E>E AR
o o o o
N N N N
— — — —

Miscellaneous goods and services Restaurants and hotels
Education mmmm Recreation and culture
mmmmm Communication mmm— Transport
s Health mmmmm Furnishings, HH equipment and maintenance
mmmm= Housing, water, electricity, gas and other fuels === Clothing and footwear
mmmmm Alcoholic beverages, tobacco mmmmm Food and non-alcoholic beverages

e Total Inflation (in %) == == = Core Inflation (in %)

Source: SSO and NBRNM.

Foreign effective food prices* and domestic food prices
(indices, 2005 =100)

== Foreign effective food prices e Domestic food prices
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* Foreign effective food prices are calculated as weighted sum of food prices in countries
that are major trade partners with North Macedonia.
Source: State statistical office, Eurostat and NBRNM calculations.

Cumulatively analyzed, for the whole of
2020, the annual inflation rate equals
1.2% and is mainly in line with the October
forecast (forecasted inflation rate of
1.1%).

Regarding the expected price movements
of the external input assumptions in the
inflation forecast, the revisions are in a
different direction.

In such circumstances, there is still
highlighted uncertainty arising from the
movementin the world prices of primary products
in the next period and their impact on domestic
prices, according to the uncertain economic
effects of the second wave of the COVID-19
pandemic and its duration, as wel as the
occurrence of a mutation of the coronavirus.

In October 2020, the nominal annual
growth of the average net wage was 8.4%
(7.7% in the previous month). The sold wage
growth, as before, is partly a spillover effect of
the increase in the wages in the public sector'?,
the effect of the measure for subsidizing
contributions due to wage increase!?, coupled
with the effect of this year’s adjustment of the

1n January 2020, the wages in education were increased by 10%, and from February 2020, the wages of employees in health were increased (growth
of 25% for specialists, 15% for general practitioners, 10% for nurses, and by 5% for health associates and ancillary -technical staff).

12 According to the Law on subsidizing contributions from compulsory social insurance due to wage increase, which started to be enforced with the
pay mentof the November wage (Official Gazette of the Republic of North Macedonia No. 239/19), whereby the subsidizing of contributionsis approved
if the increase in the net wage is in the amount of at least Denar 600 up to Denar 6000 per month by insuree (Official Gazette of the Republic of North

Macedonia No. 239/19, Articles 2 and 3).
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Average net-wage growth of the legally determined minimum wage
(annual changes, in %) (increase of 3% in July3).

Wage growth was registered in most of the
activities, with the most prominent one being
registered in the activities related to “health and
social work”, “arts, entertainment and

, A recreation”, “manufacturing industry”,
4 - - - -
S e e Wholesale and retail trade”, “information and
_2 - . . ” nw .
Nominal net-wage communication”, professnna_l, scholar and
] = = = Real net-wage technical activities”, as well as in the employees
NSO S HX NS> HX ORSO>S X0 >H X i ionl4
SE” ENR SR SRR GE> SRR AR ENRART SNRIE SR in education*®.
Source: SSO. Amid increase in the consumer prices on an
Average monthly net wage paid by sectors annual level, the real annual growth of the
(nominal annual changes, in %) net wage in October was 6.3%
Agriculture ' '
Industry (w/o construction)
20.0 |0t ggp\zirgsdlon The annual wage growth in October is slightly

15.0 higher relative to the expectations for growth in
wages within the October forecast.

-10.0 -

Source: SSO.

B Accordingto the announcement of the Ministry of Labor and Social Policy, issued in the Official Gazette of the Republic of North Macedonia No.75/20
and the Decree with legal force on the enforcement of the Law on Minimum Wage in the Republic of Macedo nia Official Gazette of the Republic of North
Macedonia No. 88/20, the minimum net wage increased by 3%, i.e. by Denar 434. The minimum wage in gross amount, starting from July 2020 to
March 2021 is Denar 21,776 (previously Denar 21,107), i.e. the minimum wage in net amount is Denar 14,934 (previously Denar 14,500). The regular
adjustment for increasing the minimum wage (with the increase for the previousyear of the average wage paid in the RNM, the consumer price index
and the real GDP growth - one third of the growth of each indicator, respectively) was made even before the crisis caused by the COVID-19 pandemic,
but with a Decree, the Government putit under moratorium until the end of the state of emergency (i.e. for the period April-June 2020). Previously, in
addition to the regular adjustment in April 2019, the minimum wage was extraordinarily increased in December 2019 (by about Denar 2000, net) and
amounted to Denar 14,500, net (Law on Minimum Wage, Official Gazette of the Republic of North Macedonia No. 239/19).

1 A decrease in wages in October 2020 is registered only in the activities related to “financial and insurance activities”.
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_ ) o High-frequency data on the supply and
120 Economic sentiment indicator and GDP . demand side available for the period

10
-8  October-November 2020 are generally
100 "% more favorable compared to the
80 2 performances in the third quarter.
. 5> However, the movements on an annual
60 i :g basis still point to a fall in the economic
20 . g activity in the fourth quarter of the year,
i }g but at a more moderate pace compared to
20 —— Composite EST - -14 thefall in the previous quarter, which is in
——Real GDP (y-o-y changes, %, right axis ) 16 line with the expectations according to the
0 - 18 .

1 @ Q1 @ QoI @ o1 Q3 October forecasting round. The further
2017 2018 2019 2020 deceleration in the fall and the gradual economic

Source: State statistical office and European Commission. . L.
recovery is due to the target and less restrictive
measures for dealing with the second wave of
COVID-19%>, then to the gradual adjustment of
o the behavior and habits of entities (both

Economic activities . . .
(real annual changes, in %) companies and consumers) to the new situation,
as well as the effect of the undertaken monetary
1Turnover va:uein rer:aill tralde and ﬁscal measures. On the other hand, as fOI’
60 - mindosral producton eemoection s the latests perceptions of economic agents for

50 - ETransport and communication* (right axis)
| HValue of completed construction works (right axis)

the economic situation'®, the results of the
surveys for the period October-December 2020
indicate slightly weaker perceptions compared to
the third quarter, but stil less negative than
those in the second quarter, when the economy
was facing the first wave of the pandemic and

significantly tougher restrictive measures were

Q1 Q2 Q3 Q4 Q1 Q2 Q3  0ct.20 Nov.20
2019 2020 2020 2021 ta ken .

- 40

*Simple average of annual growth rates of the different types of transport and the telecommunications.
Source: SSOand NBRNM calculations.

In most of the available high-frequency
data on the supply side there is an
improvement with respect to the
INDUSTRIAL OUTPUT AND OTHER ECONOMIC ACTIVITIES performances in the third quarter’ as we"
2018 2019 2020 as a further deceleration in their annual

QT Q2 Q@ Q4|QL Q2 Q3 Q4| Q1 Q2 Q3| Oct Nov f II
real annual changes in % a L]

Gross domestic product 07 28 27 51|14 43 36 33 09 -149 -33 - -

Industrial output* 52 49 51 64|88 11 71 -13]|-37 -250 -75| -52 -39 In the periOd OCtOber'November, total trade
Construction 396 09 -10.0 146151 33 30 53| 63 51 30 | 74 - t it d | fall of 24.1% on an
Building 32 61 -114 281|-93 51 237 -11|-85 -204 179 | 174 - urnover r?gls ere a real fa 0- 170 0N a
il Engneerings w2 17 93 4s|m3 so e7 w123 4 <2| 23 - annual basis, reflecting the stil unfavorable
Retail and wholesale trade 58 82 73 9.2 |139 128 153 155 |-167 -306 -261| -23.8 -243 performances in the wholesale and retail trade,
Retail trade 58 89 94 105|76 88 120 138| 10 -186 -157 -134 -17.1 while the trade in motor vehicles registered a
Wholesale trade 52 68 7.0 86 |180 160 181 173|-278 -40.1 -38.7| -37.8 -37.6

;r::zgugsn;;g‘ rates are calculated by the NBRNM, by dividing nominal growth rates with annual inflation, measured by CPL. The data regarding trade in s h |g h real g rovvth . Howev er, the fa " |n th e tot al
e trade turnover, as wel as in the wholesale and

5 In the period October-November 2020, the Government adopted several decisions to reintroduce restrictive measures for protecting the health of
citizens and dealing with the coronavirus, and as a result of the significantly increased number of newly infected and deceased persons in this period.
These also include limitation on the working hours of the catering facilities, limitation on the capacity of passengers in the vehicles in the public transport,
ban on grouping in a public space, etc. Also, at its 23rd session, the Governmentadopted a Decision on the existence of a crisis situation on the territory
of the Republic of North Macedonia. However, such restrictive measures are less restrictive than those in the second quarter. For more information on
the undertaken measures visit: https://vlada.mk/node/22716, https://vlada.mk/node/22871, https://vlada.mk/node/23041 n
https://vlada.mk/node/23294.

16 Ttrefers to the surveysconducted by the European Commission to measure the economic confidence of agentsin an economy. The composite indicator
of economic confidenceisa weighted average of the consumer confidence indicatorsand economic sectors confidence indicators (construction, industry,
retail trade and services). Starting from January 2019, the European Commission revised the structure of consumer confidence indicator, and accordingly,
the composite indicator of economic confidence. For more information on the new methodological changesvisit: https://ec.europa.eu/info/files/revised-
consumer-confidence-indicator en
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REAL SECTOR

retail trade, is mider compared to the fall
registered in the third quarter.

Industrial output in the period October-
November decreased by 4.5% on an annual basis
(deceleration compared to the fall of 7.5% in the
third quarter). Observed by main industrial
" activities, the largest drop and consequently the
. 1 ‘ II || highest negative contribution is still registered in

Toursim indicators
50 (real annual changes)

o

the manufacturing industry, whie a minor
negative contribution is registered in the energy
sector. On the other hand, mining sector made a

m Number of tourists

a
<)

m Nights spent by tourists

Turnover in catering trade and

-100 services small positive contribution. The fall within the
manufacturing industry is widely dispersed, and

-150 the largest negative contribution is registered in
2018 2018 2018 2018 2019 2019 2019 2019 2020 2020 2020 Oct. some Of the traditional aCtiVities, SUCh as

Q1 Q2 Q3 Q4 Q1 Q2 Q3 4 Q1 Q2 Q3 20
Source: SSO and NBRNM calculations.

/AEA\\

“production of food products”, “production of
clothing”, as well as “production of tobacco
products”. When it comes to the activities where
the foreign export faciities are active, the
greatest negative contributionis registered in the
production of machines and devices. Also, a
larger negative contribution is also registered in
the activity “production of other non-metal
mineral products”. On the other hand, the
highest  positive  contribution to the
manufacturing industry in the period October-
November was registered in the production of
motorvehicles (an activity thatin the past period
from March to September registered a significant
fall).

The deceleration in the annual fal in the
industrial production in the period October-
November, relative tothefall in the third quarter,
is primarily due to the growth in the mining
sector (contrary to the decline in the third
quarter) and to the more moderate fall in the
energy sector. Within the manufacturing
industry, the greatest improvement is recorded
in some of the activities in which the companies
from the automotiveindustry operate, butalso in
some of the traditional activities, such as the
production of beverages and textile.

In October 2020, the construction sector
registered a real annual growth of 7.4%, which
is an acceleration in the growth compared to the
third quarter (growth of 3%). Moreover, the
growth in Octoberis entirely due to the growth
of the activity in the part of civi engineering,
amid high real annual fall in buiding
construction.
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Indicative variables for private consumption

u Disposable income (real annual growth rates, in %)

u Counsumer credits
Retail trade
m Imports of consumption goods
O Domestic production of consumption goods
+ Private consumption
20.0

Q4 projection

15.0
10.0 -

5.0 4

0.0
5.0 -
-10.0 -
-15.0 -
-20.0 -

-25.0 -
Oct.20 Nov.20

Q1 Q2 Q3 Q4 Q1L Q2 Q3 Q4 QL Q2 Q3
2018 2019 2020

Source: SSO and NBRNM calculations.

In catering, in October 2020 there is a real
annual fall in the number of tourists, overnight
stays, as well as total turnover and the decline in
all three categories is rougher compared to the
third quarter. Such deepening in October is
almost entirely due to the fall in the number and
overnight stays of domestic tourists (after their
growth in the previous quarter) partially as a
result of the exhausted effects of the government
measures for support of the domestic tourism.

The available aggregatedemand indicators are
more favorable compared to the third quarter,
but similar to supply, the indicators suggest a
further but more moderate annual fall in the
economic activity in the fourth quarter of the
year.

Indicators of the movements in private
consumption? generally point to a deceleration
of the annual fall in consumption in the fourth
quarter of the year. Thus, a further deceleration
in the fall in this period is registered in gross
revenues from VAT and retail trade, athough
minimal. Also, there are favorable funding
sources of private consumption, where the solid
growth in almost all components of disposable
income (growth of the pension and real wage bill)
continues, and the growth in household loans
continues as wel. On the other hand, domestic
production of consumer goods and import of
consumer goods show somewhat more
substantial fall compared to the third quarter. As
for the consumer confidence indicator, it
suggests an increase in the pessimism in the
fourth quarter, relative to the third quarter (more
negative perceptions and expectations regarding
the financial and general economic situation in
the country and their spendings in the period
ahead), partly as a result of the occurrenceofthe
second wave of the COVID-19 pandemic and the
reintroduction of restrictive measures.

The high-frequency data on the gross
investments!?2 in the period October-November
2020 mainly indicate more favorable movements
in this category. Thus, the dynamics of the
growth in construction accelerates, and after the

7 Fromthe indicators for personal consumption, data on turnover in retail trade, pensions, domestic production of consumer goods, imports of consumer
goodsand household loansrefer to the period October - November 2020, while net wages are as of October 2020.

8 Data on completed construction worksareas of October 2020, while data on long-term corporate loans, government capital investments, industrial
production, imports of investment goodsand domestic production of capital goodsrefer to the period October-November 2020.
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Indicative variables for investments

170.0 - (real annual growth rates, in %)

120.0 -

Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4 Q. Q2 Q3  Oct.20 Nov.20

2018 2019

= Imports od capital goods = Completed construction works
Domestic production of capital goods i Government investments

mLong term credits to enterprises DOFinal product stocks

+ Gross investment

Source: SSO and NBRNM calculations.

Q4 projection

fal in the previous quarter, growth is also
registered in domestic production of captal
goods, and corporate tax. At the same time, the
growth of long-term lending to enterprises by
banks continues, but at a slower pace. Also, there
are favorable estimates of corporate managers
from construction that suggest better movements
in the fourth quarter compared to the previous
quarter. At the same time, in this period, the fall
in both the import of means of work and the
industrial production slows down, and the
estimates of corporate managers in industry in
the fourth quarter are similar tothe third quarter.
On the other hand, government capital
investments declined, following the growth in the
previous quarter.

Foreign trade data in the period October-
November 2020 indicate potential deficit
narrowing in the fourth quarter of the year
compared to the same period last year, in
condtions of a nominal annual growth of the
export contrary to the fall in the import of goods.

Budget performances in the period October-
November 2020 point to a more moderate annual
growth of public consumption in the fourth
quarter, amid a slower growth in most of the
main categories of public consumption, such as
the health care transfers, the transfers to the
local authorities, the Employment Service Agency
and the expenditures on salaries. Unlike the past
three quarters, in the period October-November,
small growth was registered in the expenditures
on goods and services, while the transfers to the
Pension and Disabilty Insurance of the Republic
of North Macedonia Fund decreased.
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In the period October - November 2020, the
foreign trade deficit decreased by 23.5% on
an annual basis, in circumstances of growth in
the export of goods amid a simultaneous small
decline in the import of goods. Moreover, the total
foreign trade is almost unchanged on an annual
level, indicating a recovery after the inttial strong
shock caused by the COVID-19 pandemic in the
second quarter.

Exports of goods in the period October-
November increased by 3.8% on an annual
basis. The main factor for the positive
movements is the accelerated export
activity of the export-oriented capacities
from the automotive industry. On the other hand,
almost all other export categories made a
moderate negative contribution to the total
exports (and mostly tobacco and clothing and
textile).

Compared to the October forecast, the
performances in October and November 2020
point to the possiilty for better export resufts
than expected for the fourth quarter of 2020.
Significant upward deviation is registered in the
export of the facilties in foreign ownership, while
the performances in the other export categories
are mainly in line with the expectations for the
fourth quarter.

Imports of goods in the period October-
November fell slightly by 2.9% on an annual
basis. An annual fall is registered in most import
categories, with the largest negative contribution
by the lower energy imports (as a combined effect
of the lower import volumes and the fall in the
price of crude oil on world markets). The import of
iron and steel, vehicles, food and consumer goods
also acted in the same direction, but at quite more
moderate pace. On the other hand, such
performances are partially offset by the higher
import of raw materials of some of the export
facilities in foreign ownership during October and
November.

Compared to the October forecast, the
performances in October and November 2020
point to the possibillty for higher performances on
the import side than expected for the fourth
quarter of 2020. Moreover, significant upward
deviation is currently registered in the import of
raw materials of some of the export facilties in
foreign ownership and in the import of equipment
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and machinery, according to the better export
activity.

Consequently, the performances in the export and
import of goods in October and November 2020
point to the possibility for achieving a trade deficit
generaly in line with that expected according to
the October forecast.

REER
(2010=100)

104.0 -

1020 1 In the period October-November 2020, the REER
1000 1 e, AN index deflated by consumer prices appreciated by

98.0 1 5.6%, while the REER index deflated by producer
23;31 prices registered a higher appreciation of 6.8%.
920 The largest contribution to such change is made
ol l depreciation by the NEER, which appreciates by 4.5%, which is
86.0 largely due to the depreciation of the Russian ruble
e REER_CPI REER_PPI and the Turkish lira. At the same time, the relative
0 g o . N o < . consumer prices went up by 1.1%, whie the
SECEI - 8 g 8 8 g 8 relative producer prices rose by 2.2%.
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REER, excluding primary commodities REER ind ices, as measured USing Weig hts based on
106.0 - (2015=100) the foreign trade without primary commodities, in
the period October-November 2020, also
appreciated on an annual basis. Thus, the REER
index deflated by consumer prices appreciated by
4%, while the REER deflated by producer prices

104.0 -
102.0 -

100.0 1,

::Z N appreciated by 5%. Moreover, the relative
' lde"“’”am” consumer prices increased by 1.1%, and the
20 relative producer prices rose by 2%, and the
204 pMN L. R

largest contribution was made by the nominal
effective exchange rate which appreciated by
2.9% on an annual basis.
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The net purchase on the currency exchange
5000 Cash exchange market «o Mmarket in the last quarter of 2020 was Euro
4500 256.5 million, which is an annual decrease
o of 23.9%. Such performances are driven by the
000 simultaneous fall in the supply of and in the
2500 demand for foreign currency (by 24% and 24.3%,
respectively).
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=== Net-purchase (in EUR million)
Supply of cash exchange (annual changes, in %) - right scale

Source: NBRNM. == == « Demand of cash exchange (annual changes, in %) - right scale
Foreign exchange reserves AS Of 31 December 2020, the gI‘OSS fOI‘eigl‘I

4,000 - (stock, in EUR million) reserves stood at Euro 3,360.1 million.

3,500 Observed by growth factors, this period registered
regular servicing of external liabilties of the public

3,000 - . . .
sector®?, the National Bank intervened by seling

2,500 - foreign currency on the foreign exchange market,

2,000 - amid currency changes and changes in the price

L500 | of gold. The remaining flows had a moderate

' impact on the shifts in foreign reserves in the

L0 e 0 % @ B T T e N e e e T analyzed period.

3 0900 g0 g0z 00z 0000 g 000 % [ogNeaNel

Source: NBRNM.

Factors of change of the foreign reserves in Q4.2020
(in EUR million)

Exchange rate differentials and changes in
the price of gold

IMF (SDR holdings)
49.Dther transactions
Transactions with NBRM
Transactions on behalf of the government

Net interventions on the market

-100 -80 60 -40 -20 0 20 40 60

Source: NBRNM.

19 In November 2020, paymentof the remaining part of the Eurobondissued in 2015 was made.
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EXTERNAL SECTOR

Foreign exchange market

1500 (in EUR million)

In the last quarter of 2020, the banks’ foreign

exchange market reported a slightly higher net

sale of foreign currency compared to the same

I . o®*® I ®ole period last year, in conditions of a fall in both the
*®  supply of and the demand for foreign currency.

1000

500

-500

-1000

-1500
Q12015 Q3 Q12016 Q3 Q12017 Q3 Q12018 Q3 Q12019 Q3 Q12020 Q3

u Forex purchase (left scale) & Forex sales (left scale)

+ Net-sales (right scale)
Source: NBRNM.
Structure of foreign exchange market, annual change, Q4

(net prurchase/sales, in millions of euro) 2020 - Q4 2019,
in mill. Euro

500 100

e Sector-by-sector analysis shows that such shifts
resutt from the lower net purchase in exchange
offices and from the net sale in natural persons,
contrary to the net purchase registered in the
same period last year.

50

-50

-100

Q12015 Q3 Q120166 Q3 Q12017 Q3 Q12018 Q3 Q12019 Q3 Q12020 Q3

unatural persons  mexchange offices  wnon-residents ~ mcompanies ¢ net purchase/sales -150

Source: NBRNM.
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MONETARY SECTOR

Monetary policy instruments
(stocks, end of month data, in million of denars) At the end of November, the stock of

WFX deposits ®Standing deposit facilities & NBRNM bills - MP instruments, total ~ IMONetary ir_lstruments reduced compar_ed
to the previous month, due to the reduction

Jen in the amount of banks’ assets placed in
;'2233 deposits with the National Bank, amid

unchanged stock of CB bils?®. The level of
monetary instruments at the end of November
is lower than forecasted for the end of the

fourth quarter of 20202
60,000 - (stocks, end of month data, in million of denars)
50,000 -
40,000 -
30,000 -
20,000 - The net foreign assets of the National Bank at
10,000 - the end of November are currently higher than

0 - forecasted for the end of the fourth quarter of
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: NBRNM

At the CB bills auction of the National Bank held on 11 November 2020, Denar 10,000 million of CB bills was offered and sold at an interest rate of
1.5% and maturity of 35 days.
AThe performance comparisons are against the October forecasts of the National Bank.
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MONETARY SECTOR

Autonomous factors*
monthly changes, in million of denars

-12,000 -

2019 ‘ 2020

24,000 annual changes, in million of denars

14,000 |
4,000 -
-6,000 |

-16,000 -

-26,000 -

-36,000 -

2010 2011
HFX interventions

aO0AF
Source: NBRNM.
* positive change: liquidity creation, negative change: liquidity withdrawal

Monetary policy instruments*
monthly changes, in million of denars

2012 2013 2014 2015 2016 2017 2018 2019 2020
Government transactions @ Currency in circulation

@ Autonomous factors, net

15,000

5,000

-5,000

-15,000

-25,000
xt | 1| o m v | ov v v || x| x| x| x|
12019 2020

14,000 annual chanaes. in million of denars

-6,000 J! n
-16,000

2010 2011
HCB Bills

2012 2013 2014 2015 2016 2017 2018 2019 2020
HON deposit facility 47 day deposit facility
HRepo transactions

Source: NBRNM.

* positive change: liquidity creation, negative change: liquidity withdrawal
Banks liquidity*

monthly changes, in million of denars

@ Monetary instruments, net

15,000
5,000
-5,000
-15,000
-25,000
VII VIII IX X XI XII|

XII| I Im 1m v Vv VI

2019J 2020
uAutonlomo s factors, net H Monetary instruments, net

@ Banks' accounts with the NBRNM

annual changes, in million of denars

16,000
8,000
0
-8,000

-16,000
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Source: NBRNM.

In November, the total government deposts
with the National Bank registered a monthly
decrease??, but stil their stock at the end of
Novemberis higher than forecasted for the end
of the fourth quarter of 2020.

Reserve money in November registered a
monthly growth, as a result of the increase in
the banks' total reserves with the National
Bank, amid a slight decrease in the currency n
circulation. Moreover, the reserve money stock
is almost at the level forecasted for the fourth
quarter of 2020.

In December, the liquid assets of the banking
system registered a monthly fal. The change
entirely results from the higher amount of
banks' placements in short-term deposits, i.e.
in overnight deposits, amid unchanged stock of
CB bils**. The autonomous factors, net,
contributed to increasing the liquidity of the
banking system, as a result of the change in
government transactions.

2 1n November 2020, paymentof the remaining part of the Eurobondissued in 2015 was made.

3 At the CB bills auction of the National Bank held on 16 December 2020, Denar 10,000 million of CB bills was offered and sold at an interest rate of

1.5% and maturity of 28 days.
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MONETARY SECTOR

Total Deposits Total deposits?“ in the financial system in

. (contributions in p.p., monthly changes) November registered a monthly growth

;| of 1%, after the minimal decline in the

previous month. Observed by sector, the

1 1 o increase in total deposits? is primarily a result

0. of the positive contribution of corporate

Sleaga>ss 5 x> ;|H SEZ2>5ggExRXx ;| deposits, amid moderate growth of household

2020 | 2020 | deposits. According to the currency structure,

the monthly growth of total deposits is a result

of the simultaneous growth of denar (entirely

] as a result of the increase in demand deposits)

10 - and foreign currency deposits. In October and

3 ] g November, total deposits grew, according to

"o argw |~ 5> 2 x ;1 RS g =2 s g < | the October forecast for the fourth quarter.

SRR RRER > Given the usual high growth of total deposits in

| 2020 | | 2020 | the last month of the year, coupled with the

Composition by sector | Composition by currency payments of the fourth package of fiscal

Other institutions Deposits* 4 Domestic Currency Deposits n‘_leasures dU rln_g December’ such movemm_ts

@ Foreign Currency Deposits = Demand Deposits give an indication of higher performances in
;EZ?;ggerr?c?r?tﬁ;/t/Sannual changes, in % :gggz(:ir']rg,ldar?r?lﬂ):lsgrsmanges, in % depOSitS than forecaSted'

* The Other Institutions Deposits include the deposits of other financial institutions,

deposits of local government and deposits of nonprofit insitutions serving householda
at the banks and also the domestic currency transferable deposits of other financial In November, the annual growth rate of

institutions and local government at the National bank. total deposits was 6.30/0, amid forecasted
annual growth for the end of the fourth
quarter of 2020 of 4.4%. From sectoral and
currency aspect, the annual growth mostly
emanates from household depostts, i.e. from
demand depostts.

In November, household deposits
registered a monthly growth of 0.4%.
This is due to the change in denar deposits
(entirely as a result of the increase in demand
deposits), amid a slower growth of foreign
currency deposits. An additional contribution to
the growth was also made by short-tem
deposits, amid almost unchanged long-term
depostts. The annual increase in household
deposits in November was 5.4%.

# Data refer to non-govemmentdeposits in banks and savings houses, funds of other financial institutions on the accounts with the National Bank
and funds of local governmentauthorities on the accounts with the National Bank. The data are consistent with the methodological changesof the
National Bank from June 2018. For more information on the methodological changes visit:
http://www.nbrm.mk/monetarna statistika i statistika na kamatni stapki.nspx.

% The monthly increase in total deposits during November is partially a result of the funds paid to the private sector within the government package
of fiscal measures aimed at mitigating the economic consequencesof the viral infection COVID-19.
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MONETARY SECTOR

Household Deposits
(contributions in p.p., monthly changes)

The share of denar deposits (including demand
depositts) in total household deposits remained
unchanged compared to the previous month
and amounted to 52.1%.

| | 2020 I | 2020 |

| Composition by maturity
#Demand Deposits
4 Domestic Currency Household Deposits

Composition by currency

H Foreign Currency Household Deposits
HLong-term Household Deposits
i Short-term Household Deposits
Source: NBRNM.  @Household Deposits, monthly/annual changes, in %

Denar Deposits of Households/Total Deposits
o °f(;'1‘;r‘('asfnh§/")ds The broad money, measured through the
broadest monetary aggregate M4, grew

5 - B e e A S e e e by 0.8% on a monthly basis. This is a result

of the simultaneous growth of denar deposits

40 - 3e.6 (entirely as a result of the growth of demand
B e o™ B A 52 deposits) and foreign currency deposits. With
Pleega>sga 8 %% SrEEa>sSEga~ ;| respect to the maturity structure, short-term
019 = | 2020 = | deposits register_ed a monthly growtr_], amid

small growth in long-term deposits. In

€0 - (share, in %) s36 November, broad money increased by

7.7% annually, amid forecasted annual

50 1 /M. growth of 5.4% for the fourth quarter of
40.2
o — o > 2020

30 - & 35.6

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
e=gmm Share of total household deposits (with demand deposits)

=== Share of total household deposits (without demand deposits)

* Includes deposites at Banks and Saving Houses
Source: NBRNM.
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MONETARY SECTOR

Broad Money M4
(contributions in p.p., monthly changes)

o
“lgl~=gz>sgpxxg~sga>sog 8 xR .
= = > At the end of November, the denar share in
201 2020 2020 total broad money M4 was 63.8% (64% in the
(contributions in p.p., annual changes) DFEViOUS month).

14 CC Outside Depository Corporations
@ Demand Deposits

® Total Short-term Deposits

@ Total Denar Deposits

Source: NBRNM.

Share of Denar M4 in total M4
(end of month data, in %)

70
65 ——t Aot . 64.063.8
60
55
L == B S oo X XgHaPEeE-2>8880X X g
= = > S ; = x g = = > s ; fa >
2019 2020
(end of year data, in %)
75
65.3
64.0
65 62.5 628 624 628
59.9
55 51.8

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Source: NBRNM.
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MONETARY SECTOR

(contributionsﬁ:t:'p'ﬁ';thly changes) In November, total loans registered a
. R minimal monthly decline of 0.2%,
contrary to the growth registered in the
previous month. Observed by sector, the
reduction of total loans is entirely due to
corporate loans?¢, amid small rise in househod
loans. Observing by currency, the monthly fall
in total loans is a result of denar loans, amid

VIII
VIII

IX
X
—

2020 small rise in foreign currency loans. In October

and November, total loans grew, according to

14 4 (contributions in p.p., annual changes) the October forecast for the fourth quarter of

11 - . ~  the year. Moreover, one should bear in mind

8 ' 5 % theusualy high growthin totalloans in the last
| .

5 e I “:ii I“i" II 89 month of the year, due to which the

performancein loans at the end of the year is
uncertain.

O AN LNON 0O > > I X X O — N T LNWON 000

o= >>._.>—| B B e P e B |
(ololelelelelelelele) > COO0000000O
ANANANANANANANANANN ANANANANANANANANANAN

Composition by sector Composition by currency ‘

H Foreign Currency Loans 4 Domestic Currency Loans

® Enterprise Loans i Household Loans In November, the annual growth rate of

@Loans, monthly/annual changes, in % @Loans, annual changes, in % total loans equaled 5.40/0, amid
Source: NBRNM. forecasted annual growth of 5.3% forthe

fourth quarter of 2020, according to the

October forecast. Observed by sector, the

growth still largely results from the positive

Household Loans* contribution of the household loans, with a

20 - (contributions in annual changes, in p.p.) smaller positive contribution of corporate

loans. Regarding the currency structure, a

larger contribution to the annual credit growth

was made by loans in domestic currency, with

a positive contribution of foreign currency loans
(including denar loans with currency clause).

15 |

The annual growth of household loans?’
in November amounted to 8.3%, amid an

10.7
7.7
5 g i H almost equal contribution of consumer and
et | o I e I I e
— — o

housing loans (of 4.1 and 4.0 percentage
points, respectively).

5,
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

* Self-employed individuals are not included.
Source: NBRNM.

% The monthly decrease in corporateloans is mostly dueto the collection of a loan by one bank from one major company.

7 Excluding loans of self-employed individuals.
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MONETARY SECTOR

Doubtful and contested claims
(composition by sector and share in total loans) The share of doubtful and contested

claims in total loans in November was

: o[- [ o B 34% and remained unchanged

15,000 - o I R I A 11 (=] el P 1= P ] (o] P F<1 P51 D compared to the previous month. In terms
' i of the sector structure, most of the total

amount of non-performing loans still results

2 from the corporate sector, while the share of

-performing lo f the h hold
A A M M S Sanficantly pwer o e

>>§H 5 E=2>5EE

10,000 ol (o] lo

5,000

»—4

VIII

2019 2020

30,000

20,000

10,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

H Doubtful and contested claims of corporations in million of denars. (l.s.)

i Doubtful and contested claims of households in million of denars. ( I.s.)

w» Share of doubtful and contested claims in total loans in % (r.s.)
Source: NBRNM.

Total credits/total deposits Lo L
(monthly data, in %) The indicator for the utilization of banks’

deposit potential for lending to the
private sector in November equals 82%,
whereby it is almost at the same level as the
84 83.0 821 forecasted value of this indicator for the end of
the fourth quarter of 2020 (82.1%), according
to the October forecast.

90

87

81

78

75

(annual data, in %)
93
90
87
84
81
78
75

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Source: NBRNM.
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MONETARY SECTOR

Total deposits interest rates
(monthly data, in percentages)

2 ars 3 In November 2020, there were no
W ,  monthly changes in the interest rates on

1 60.6 0.91.0 total deposits?®, whereby the spread
1 - s1  between the interest rates on denar and

0 ‘ A 0.4/0L.  foreign currency deposits remained unchanged
ETRER>SEERXRETAER>SEEE XK compared to the previous month (0.8
2019 2020 2019 2020 percentage points). In total newly accepted
Total deposits Newly received deposits deposits?, the interest rate spread increased

8 (end of year data, in percentages) s and amounted to 0.5 percentage points as a
; ; result of the increase in the interest rate on

denar deposits of 0.1 percentage point, with a
4 decline in the interest rate on foreign currency
» deposits of 0.1 percentage point.

14
15

o o
- o~
o o
N N

(3] )
— —
~

N m < N O N
P B B B

o o o o
N N N N N N N N N

2010
2011
2012
2017
2018
2019
2010
2011

Total deposits Newly received deposits

L Interest rate spread —=@=- Interest rate of denar deposits
~=@— Interest rate of foreign currency deposits
Source: NBRNM.

Regarding the interest rates on
household deposits, the spread between the
interest rates on denar and foreign currency
depostts is stil 0.8 percentage points, amid
almost unchanged interest rates on denar and
foreign currency deposits. Also, the interest
rate spread of the newly received
household deposits registered no
changes, whereby the interest rates on denar
and foreign currency depositsdecreased by 0.1
percentage point, respectively.

% Data on interest rates are in accordance with the methodological changes of the National Bank from June 2018. For moreinformation on the
methodological changes visit: http://www.nbrm.mk/monetarna statistika i statistika na kamatni stapki.nspx.

¥0Oneshould havein mind that the interest rates on the newly accepted deposits are volatile. Volatility of interest rate on newly accepted deposits
results from the fact that they are determined by the volume of newly accepted deposits (which variesfrom month to month) and their interest rate.
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MONETARY SECTOR

Households™ deposits interest rates
(monthly data, in percentages)

133‘35 12,  In November, the interest rates on total

w corporate and household loans registered

05 ' no monthly changes, amounting to 3.8% and
A UU 606 5.5%, respectively. In the newly approved
2

>SCEXXRE-EE2>SZEEX loans®® in November, the interest rate on
= =5 corporate loans decreased by 0.4 percentage
2019 2020 2019 2020 points, while the interest rate on household

loans registered no changes, whereby these
two interest rates amount to 3.7% and 4.5%,
respectively.

8 (end of year data, in percentages)

j
i

O W N M < 1N O N 0O OO O N M < 1D O N 0 O
i ~— ~— i i i ~— ~— i ~— ~— i i i ~— ~— ~— i i ~—
o o o© o O O O O O ©o o o o O ©
AN AN &N AN AN AN AN AN AN AN AN AN AN AN AN AN AN AN NN
Total deposits Newly received deposits
L Interest rate spread
=@ [nterest rate of denar deposits
==@==Interest rate of foreign currency deposits
Source: NBRNM.
Total loans interest rates
9 (monthly data, in percentages) 9
5. 5 5
6 6
3 II',.i iiii'esi e3
3.8.8 4.03.7
0 0
BT REE>SEEAXRETHER>SEER XK
> >
2020 2020
(end of year data, in percentages)
9 9
6 6
3 3
0 0
O 4 N M T 1IN ONOOOCTO A AN MT 1N ON OO
L T s T . s s
O O OO O O O O OO OO0 OO0 o o o o
AN AN AN AN AN AN AN AN AN AN AN AN AN AN ANANANANANN
Total loans Newly approved loans

=@ Interest rate of denar loans

—@— Interest rate of foreign currency loans
Source: NBRNM.

% Regarding the interest rates on newly approved loans, one should have in mind that they are characterized with variable movements. Volatility of
interest rate on newly approved loansresults from the fact that they are determined by the volume of newly approved loans (which can vary from
month to month) and their interest rate.
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FISCAL SECTOR

Budget revenues and expenditures

Budget Revenues

u Contributions
uTaxes
uXI Non tax revenues

=Annual change of the budget revenues, in %
Source: Ministry of finance and NBRNM"s calculations.

‘I-XI‘I-XI‘

(contibutions in annual change, in p.p.)

2019

Budget Expenditures

#Other revenues
® Capital expenditures
u Current expenditures

=Annual change of the budget expenditures, in %

Taxes and current expenditures

2010
2011
2012
2013
2014
2015
2017

@ Import duties

u Other taxes

mGoods and services

mProfit tax

HVAT

wAnnual change of the taxes, in %

(contirbutions in annual change, in p.p.)

15.7
L]

Source: Ministry of finance and NBRNM " s calculations.

2011
2012
2013
2014
2015
2016
2017
2018

Current expenditures
uInterest payments
uTransfers
@ Wages and allowances
uXI Excises
 Personal income tax

wAnnual change of the current expenditure, in %

In the Budget of the Republic of North
Macedonia (central budget and budgets of
funds), in November 2020, total budget
revenues are still lower on an annual basis,
but the fall is slowing down. Total budget
expenditures still register an annual growth,
at a stronger pace compared to the previous
month. The reduction of budget revenues of
5.3% is mostly due to the negative contribution of
other income® (3.3 percentage points), tax
revenues (1.8 percentage points), amid a smaller
negative contribution of non-tax revenues (0.6
percentage points), while contributions still
register a positive performance (contributionof 1.1
percentage point). Tax revenues went down by
3.2% on an annual basis as a result of the lower
inflows from excise duties, from VAT and personal
tax, whie import duties and corporate tax
registered small growth. The growth of budget
expenditures of 12.3% on an annual basis,
entirely results from the contribution of current
expenditures (14.1 percentage points), while
capital expenditures make a small negative
contribution (1.8 percentage points). Current
expenditures in November increased by 15.7%
annually, mainly due to the growth of transfers2.

In the period January - November 2020, total
budget revenues went down by 7.1% compared to
the same period last year. The reduction is mostly
due to the lower performancesin tax and non-tax
revenues (contribution of 5.2 and 3.3 percentage
points, respectively), while contributionsregistered
a posttive performance (with a contribution of 2.2
percentage points). On the other hand, total
budget expenditures increased by 10.3%, which
was mostly due to the higher current expenditures
(mainly due to the increased transfers).

31 Other revenuesinclude capital revenues, donationsfrom abroad and revenues from recovered loans.
3The annual growth of transfers is mostly associated with the paymentsrelated to the measures for mitigating the effects of the pandemic, stated in
the category “other transfers”, and to a lesser extent with the higher pension and health care costs.
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FISCAL SECTOR

Budget implementation, per categories

00 (central budgetgiagd funds), in percentage of the annual plan* In comparison with the second BUdget Revision33
o 866 %8 ' g1 853 for 2020, in the period January - November 2020,
80
70 665 ., %, 86.6% of the planned budget revenues were
- realized, whie the budget expenditures amounted
» to 83.1%. The budget deficit in the amount of
2 Denar 40,053 milion accounts for 70.9% of the
o S < = < < < < < second revision for 2020.
T:Ital T:x Contri:utions Ot:er T:vbal Cu;ent Ca;;tal Bu;get
revenues revenues non-tax  expenditures expenditures expenditures  balance
Revenues Expenditures Deficit

*for 2019 and 2020, figures are calculated compared to the Budgete rebalance for 2019 and 2020,
respectively.

Source: Ministry of Finance and NBRNM's calculations.

Financing of the budget balance

64,900
49,900
34,900 -|
19,900
4,900 -

-10,100 - W -7,45 Pl

1.1

-25,100 1 -40,053
-40,100 - i AL -6 The budget deficit in the period January -
2o | 2020 November 2020 of Denar 40,053 milion (or 6.0%
of the nominal GDP3*) is mostly financed by
foreign®> and domestic government borrowing®,
with larger part of the inflows being retained as

government deposits with the National Bank.

60,000
40,000
20,000

0
-20,000
-40,000
-60,000 -

2010 ‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020 ‘

® Privatisations inflows ® Domestic financing, net
u External financing, net 1 Change in deposits*
®Budget balance =Budget balance, as % of nominal GDP (r.s.)
* Positive change: deposits withdrawal; negative change:deposits accumulation.
Source: MoF.

3 “0n 4 November 2020, the second Budget Revision for 2020 (Official Gazette of the Republic of North Macedonia No. 262 of 4 November 2020)
was adopted.”.
¥The analysis uses the National Bank’s October forecasts for the nominal GDP for 2020.
%At the beginning of April, the International Monetary Fund confirmed financial supportfor our country, through the Rapid Financing Instrument, in
the amountof around Euro 176 million. In addition, an inflow of fundsfromthe newly issued Eurobondwasregistered in June, while in October there
was an inflow on the governmentaccount of Euro 83 million, in the form of a loan within the macro -financial assistance from the European Commission.
%Besides the issuance of governmentsecurities, domestic governmentborrowing wasalso made by the domestic commercial banksby around Euro
135 million, i.e. Denar 8,172.5 million, intended for repaymentof a loan that fell due on 29 January 2020. Itis a repaymentof the second installment
in the amount of Euro 158 million from the PBG loan concluded in 2013.
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FISCAL SECTOR

Government securities
(changes, in million of denars)
30,000 - 1 GC without FX clause
= HGC with FX clause 21,511
20,000 - =GS -total —

12,228
10,000 -
In December 2020, the stock of issued

°1 government securities’’ in the primary

-749
-10,000 - Cro L D] el market increased on a monthly basis by
i ion38
2010|2011 /2012|2013 2014|2015| 2016|2017 2018|2019 2020| 2020|2020,  De€NAr 12,228 million** and at the end Of the
month amounted to Denar 127,865 million.
The increase in government securities in
120,000 - December results from the growth in thetwo-year,
the three-year and the fifteen-year government
90,000 - bonds. Compared to the end of 2019, the stock of
£0.000 1 government securities at the end of December
increased by Denar 21,511 milion.
30,000 -
O I I |II| IV |V | VI|VI|VII| IX| X | XI | XII
12010[2011[2012[2013[2014)2015/2016[20172018[2019| 2020
Source: MoF.
Government securities auctions
in million of denars
800001 wmaturly  wsupply  udemand  Wrealisation The new issues of government securties in
December®® 2020 were with twelve-month, two-
60,000 .
year, three-year and fifteen-year maturity,
10000 whereby the market participants’ interest was
’ slightly higher than the offered amount. Amid
20,000 issue of government securities in a higher amount
I‘ II than the amount due, their stock increased at the
P —— _i |I - | end of December.
XII1.20 XII1.20 XII1.20 I-X11.20 I-X11.20 I-X11.20
T-bills T-bonds Government  T-bills T-bonds  Government
securities, securities,
total total

Source: Ministry of finance.

% The second Budget Revision plans a net domestic borrowing (continuous government securities) of the government of Denar 21,525 million for
2020, i.e. increase in the stock of governmentsecurities to Denar 127,879 million.

% Most of the growth of the stock of government securities is a changein the form of governmentfinancing by banks, i.e. an investment in
government securities at the expense of the dueloan (around Denar 8,173 million) which was approved at the beginning of the year.

¥ In December 2020, the twelve-month treasury bills and the two-year governmentbonds fell due.

32 0f 34



FISCAL SECTOR

Theinterest rates onthe newly issued government
securities registered changes compared to the
previous auctions. Namely, in December, the
N Ministry of Finance offered higher interest rates on
34 ap the newly issued two-year and three-year
e 2-92-93‘;’3‘;’2_52_52.5 government bonds without currency clause
L0e 0og,. (average weighted interest rates of 0.9% and
o 09{-.5 1.31'51;1.2 ° ' 1.3%, respectively) compared to the previous
<0.20_20.3<2:0,40,40,40 ;3 P T month, while maintaining the same interest rates
@ 000 "0 0 on the newly issued twelve-month treasury bils
and the fifteen-year government bonds without
currency clause (0.4% and 2.5%, respectively). In
addtion, the Ministry of Finance issued two-year
government securities with currency clause at an
Source: Ministry of Finance average weighted interest rate of 0.4% as wel as
three-year and fifteen-year government securities

at interest rates of 1% and 2.2%, respectively.
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Box 1: Indicative private consumption and gross capital formation categories

INDICATIVE VARIABLES FOR PRIVATE CONSUMPTION

2018 2019 2020
Sept Octob Nove
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 [emb er mber
real annual growth rates in %
Retail trade* 5.8 8.9 9.4 10.5 76 88 120 138 1.0 -18.6|-15.7|-141 -134 -17.1
VAT revenues* 3.9 6.5 7.5 6.9 35 14 75 6.6 1.8 -20.0 (-10.8| -7.6 9.9 -4.3
Imports of consumption goods* 8.0 2.6 3.0 11.0 | 28 59 9.7 47 6.8 -124|-36 (-39 -13.6 -59
Domestic production of consumption goods 6.1 -1.0 -0.1 5.6 05 -10 24 -20 |-05 -224(-93 |-128 -141 -17.2
Counsumer credits* 7.7 8.2 8.5 9.3 82 96 93 101 |97 63| 62|62 5.6 4.8
Average net wage* 3.4 4.7 3.9 5.4 22 24 35 4.2 10.0 4.6 7.0 | 5.8 6.3 -
Private net transfers* 5.6 9.2 4.3 2.1 -2.2 47 57 2.2 | -2.7 -40.2 |-36.7(-24.8 - -
Pensions* 2.1 3.4 2.6 4.4 4.1 22 39 2.1 5.7 6.2 53 | 3.8 4.7 6.0
* real growth rates are calculated by the NBRNM, by dividing the nominal growth rates with the annual CPI inflation.
Source: State Statistical Office, Ministry of Finance and NBRNM calculations.
INDICATIVE VARIABLES FOR INVESTMENTS
2018 2019 2020
Septem Novemb
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 ber  October er
real annual growth rates in %, except for FDI in million denars
Imports od capital goods* 19.1 20.2 10.5 11.6 1.9 4.8 12,5 6.4 0.9 -34.6 -2.9 0.5 -0.5 -1.1
Completed construction works** -39.6 0.9 -10.0 14.6 15.1 -3.3 3.0 53 6.3 -5.1 3.0 20.5 7.4 -
Domestic production of capital goods 19.3 24.2 16.0 5.7 12.3 -2.9 10.7 7.1 -5.7 -46.0 -9.0 2.4 1.3 0.8
Government investments* 650  -39.5 107 341 | -11.1 62.7 263 66.5 238 -34.4 26.0 -31.3 8.9 -19.6
Direct Investments*** 8470.6 5711.2 3716.7 8238.3 |-10950.9 -2541.5 5284.4 -6903.5 | 4212.6 -2604.5 | -6127.0 | -3879.1 - -
Long term credits to enterprises* 2.0 4.7 6.6 5.9 4.9 4.8 2.6 6.4 4.1 8.2 11.5 11.5 7.7 6.2

* real growth rates are calculated by the NBRNM, by dividing the nominal growth rates with the annual CPI inflation.

** real growth rates are obtained using the rate of growth of the construction costs for new housing facilities deflator.

*** real amounts are calculated by NBRNM, by dividing the nominal amounts with the level of the CPI index (base year: 2018=100).
Source: State Statistical Office, Ministry of Finance and NBRNM calculations.
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