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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 (November 2021 - January 2022) and to make a comparison with
the latest macroeconomic forecasts (October 2021). 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 global economic outlook for 2022 is less favorable compared to the October
estimation, whereby the global growth rate has been moderately revised downwards,
amid the rapid spread of the new coronavirus omicron strain worldwide and the
reintroduction of stricter restrictive measures to protect public health. On the other hand,
the projection for 2023 has been slightly revised upwards, primarily due to the effects of
the lower comparison basis. Moreover, the uncertainty in terms of the global growth is
still high, while the risks surrounding the forecasts are balanced. The main downward risk
remains related to the future course of the pandemic, respectively concerns about the global spread
and emergence of new viral strains, which would prolong the pandemic and lead to new disruptions
to global economic flows. Additional uncertainty arises from the possible faster of monetary policy
tightening in developed countries, especially if inflation continues to be higher than expected, which
could have adverse effects on the financial stability and fiscal positions of fast-growing highly indebted
countries. A new and more pronounced risk to the global economy is the escalation of geopolitical
tensions in Eastern Europe and Asia, whereas the possible escalation of the Russian-Ukrainian conflict
could cause a sharp rise in prices of primary energy and non-energy products, destabilization of global
trade flows and increased volatility in financial markets, with adverse effects on both global inflation
and the global economic recovery. The possible prolongation of global supply chain disruptions and
the possible slower growth of the Chinese economy also represent a significant downside risk to the
global economy. Other global risks that are present are the risks of the energy supply and the possible
occurrence of social unrest and natural disasters.

Regarding the economic developments in the euro area, as our main trading partner,
the initial data indicate a further recovery of economic activity in the fourth quarter of 2021, where
the

Real GDB grew by 4.6% on annual basis (3.9% in the previous quarter). Thus, the euro area
economy at the end of last year reached the pre-pandemic level (from the end of 2019). For the
whole of 2021, the GDP growth in the Euro area is 5.2% (-6.4% in 2020). In terms of the latest high-
frequency data for the first quarter, the indicators from the survey of economic entities for January
are slightly less favorable in comperisment to the previous month, primarly due to the slower growth
in the service sector as a result of the general expansion of the omicron strain and the reintroduction
of restrictive measures, meanwhile industry indicators have shown improvement.

On the other hand, our most important trading partner, Germany, in the fourth quarter, noted
a GDP growth slowed by 1.4% on annual basis (2.9% in the third quarter), mainly due to the
strengthening of restrictive measures to deal with the new wave of pandemics and the increased
restraint of the population from consumption. In contrast to developments in the euro area, surveys
in Germany indicate a significant improvement in activity in January, with more favorable
developments in both the processing industry and the service sector due to the smaller negative
effects of the omicron strain on the German economy and the initial signs of a reduction in raw
material supply delays. However, at the euro areas labor market, favorable conditions still prevail,
with the unemployment rate reducing to 7.1% in the fourth quarter (7.6% in the previous quarter).
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In terms of inflation in the euro area, estimated data for January show its further acceleration,
with price growth reaching historically highest level of 5.1% on annual basis (5% in December),
primarily due to higher performance in the energy and food component, while core inflation recorded
slower growht, for the first time since July 2021.

According to the latest estimates, the one-month EURIBOR interest rate in 2022 is expected to
be on a similar level as in the October forecast, while a slight upward revision is made for 2023.
At the regular meeting in February, The ECB has not made any changes to its monetary policy stance,
but has adopted a more restrictive tone on possible future changes, in terms of inflation performance
above expectations and perceptions of upward risks in relation to the projections, which strengthened
the expectations of market participants for a sooner start of the process of raising interest rates.

Observed by individual quantitative external environment indicators important for

the Macedonian economy, the foreign effective demand forecast for 2021 is unchanged, for
2022 has been revised downwards, while for 2023 it has been revised upwards compared with the
October assessments. On the other hand, foreign effective inflation is higher in 2021, and at the
same time upward corrections were made to the projections for 2022 and 2023.
The new estimates for the euro/US dollar exchange rate indicate upward revision of the US dollar
value in 2022 and downward revision for 2023. The prices of primary commodities on world
stock exchanges in 2021 achieved significant growth, which is slightly higher than the growth
in the October projections. Moreover, the latest forecasts for primary commodities prices on the world
markets were revised upwards for 2022, while for 2023 the adjustments are generally
downwards relative to the October forecasts. Thus, generally faster growth of primary
commodity prices is expected in 2022, while in 2023 most of them are expected to register sharper
price decline. However, the movements and the assessments of the prices of primary commodities
are extremely volatile and are currently under the influence of the developments related to the COVID-
19 pandemic, 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
GDP data, in the third quarter of 2021, the real GDP increased by 3% on an annual basis. These
performances indicate that the domestic economy continues to recover gradually, in conditions of
further immunization of the population and without major adverse effects of the occurrence of the
fourth COVID-19 wave in this period. In the first three quarters of 2021, the economy registered a
real growth that averaged 4.6%, which is close to the expectations of the October forecast. In terms
of economic activity in the fourth quarter of 2021, the currently available high-frequency data mainly
point to further but slower annual growth of economic activity and relatively limited effects of the
spread of the fifth wave of the pandemic associated with the covid-19 omicron strain by the end of
the quarter. The data for this period show high, but more moderate annual growth rates in the
turnover in total trade and catering and slowdown in the fall in industrial output, and completed
construction works in the period October-November registered further annual fall. Regarding the
changes in consumer prices, in January was realized an annual inflation rate of 6.7%
which is a higher achievement compared to the latest forecasts. The acceleration in the
annual dynamics of inflation reflects the increase in the regulated energy prices, as well as the growth
of some food products that have volatile dynamics. The contribution of core inflation (inflation that
excludes the impact of food and energy prices) to the growth of the price level remains moderate and
stable. Hence, the price pressures still mainly arise from factors on the supply side, related to the
changes of the prices in the global markets and the impact of the pandemic. The inflation is above
the forecast, and the expectations for the future dynamics of import prices have been corrected
upwards, whereby the risks to the inflation forecast in the short term are upward. However, the
international institutions expect stabilization of the growth of these prices in the second half of the
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year and thus reduction of inflationary pressures. Moreover, the uncertainty and dynamics of the
movement in the world prices of primary products in the next period is still pronounced, given the
uncertain economic effects related to the development and dealing with the pandemic, as well as the
the increased uncertainty on the global energy market.

Foreign reserves remain in the safe zone, and the performances in January are
within the expectations for the first quarter of 2022 in consent with the October forecast.
Regarding the available external sector data, the currency exchange market data, including January
2022, refer to realizations in private transfers which are within the expectations for the first quarter
of 2022. However, data are available for a short time period and are not sufficient to draw precise
conclusions. Data on foreign trade for the fourth quarter of 2021 point to a slightly higher trade deficit
than expected with the October forecast.

Regarding the developments in monetary sector, the data for December show a monthly
increase in total deposits 2.5% (monthly decline of 1% in November), primarily a result of the
negative contribution amid almost unchanged stock of household deposits. From a currency point of
view 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) and foreign currency deposits. (On an annual basis, total
deposits in December grew by 7.5%, which is above the forecasted annual growth (7.1%) for the end
of the fourth quarter of 2021. Total loans in December increased by 1.7% on a monthly bases
(monthly increase of 0.8% in November), amid equal positive contribution of corporate and household
loans. Analyzing the currency structure, the growth in total loans is mostly due to loans in domestic
currency, amid small increase in foreign currency loans. On an annual basis, the growth of total loans
continued to accelerate and equaled 8.3% in Ocotober, amid forecasted growth for the end of the
fourth quarter of the year of 7.1%, according to the December forecast.

During 2021, the Budget of the Republic of North Macedonia registered a deficit of 38.783
million denars. The budget deficit is mostly financed by external borrowing the domestic market, with
part of inflows being retained as government deposits with the National Bank. The budget deficit for
the period January- October 2021 was 83.9% of the deficit planned in the 2021 Budget Revision.

Even though the latest macroeconomic indicators and assessments point to mainly
unchanged environment for implementation of the monetary policy nevertheless, inflation
and expectations for a faster tightening of global financial conditions impose the need for vigilant
monitoring.

Foreign reserves remain at an appropriate level and within the safe zone, while the
performances as of Januart are as expected for the first quarter of 2022. The performances in the
first three quarters of 2021 in the gross domestic product are relatively close to the projected ones,
and the available high-frequency data on the economic activity for the fourth quarter point to further
growth of the economy. In terms of inflation, the performance in January 2022 is above projected,
and expectations for the prices of imported products have been corrected upwards, which indicates
upward risks and the need for careful monitoring. The movement of prices of primary commodities,
and especially of energy, is still extremely volatile and uncertain, as well as their transmitted impact
on other prices in the domestic economy in the next period. Within the monetary sector, the annual
growth in deposits and loans in December is above the forecast for the second quarter 2021, according
to the October forecast.

4 of 33



Increased credit support to the domestic economy

The banking sector significantly strengthened the credit support to the private sector during 2021
and contributed to the recovery of the domestic economy. During 2021, the total amount of credit
flows reached 29,588 million denars, almost equally directed to enterprises and households. Thus,
the annual growth rate of credits reached 8.3%, amid significant acceleration of the growth rate of
crediting of the corporate sector. The increased lending during 2021 is a result of the favorable
capital and liquidity position of the banks, and an additional contributionhad the further adjustable
character of the monetary, as well as the state package of measures to support lending activity. Such
achievements are in line with the growth of credit demand during 2021, in both sectors, and with the
further easing of credit conditions for households, in accordance with the views of banks expressed
in the Credit Activity Survey.
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Selected economic indicators’* 2019 2020 2021 2022
2016 2017 2018 Q1 Q2 Q3 Q4 2019 Q1 Q Q3 Q4 | 2020 | Jan. Feb. Mar. Q1 Apr. May Jun. Q2 Jul. Aug. Sep. Q3 oct. Nov. Dec. | Q4 | 2021 | jan.
1. Real sector indicators
Gross domestic product (real growth rate, y-o-y) /> 28 11 2,9 28 6,1 43 25 3,9 -3 |-164 | 59 | -08 | -61 -1,8 13,4 3,0
Industrial production *
y-o-y 34 0,2 54 88 1,1 71 -1,3 3,7 37 | 250 | 75 | 23 95 | -135 12,2 7,6 6,1 46,1 16,5 9,5 222 0,6 1,4 -8,0 35 6,5 47 49 | 23 1,4
cumulative average 3,4 0,2 54 8,8 4,8 56 3,7 37 7/ -146 | -12,1 S5} -9,5 -13,5 -12,8 -6,1 -6,1 37 6,0 6,6 6,6 54 4,5 2,9 29 1,8 2,1 14 i 1,4
Inflation /*
CPI Inflation (y-o-y)”* -0,2 2,4 0,9 1,2 1,2 0,6 0,0 0,4 0,6 0,5 1,5 22 23 1,9 1,9 2,1 2,0 2,7 3,0 2,7 28 3,4 3,6 3,7 35 4,1 48 49 4,6 49 6,7
CPI Inflation (cumulative average) -0,2 1,4 1,5 1,2 1,2 1,0 0,8 0,8 0,6 0,5 0,9 1,2 1,2 1,9 19 2,0 2,0 2,2 2,3 2,4 2,4 2,5 2,7 2,8 2,8 29 31 32 3,2 3,2 6,7
Core inflation (cumulative average) 1,3 2,3 1,5 0,9 0,9 0,8 0,5 0,5 0,7 0,6 0,7 0,9 09 1,8 1,7 1,6 1,6 1,6 1,7 1,8 1,8 2,0 2,1 2,2 2,2 2,2 2,3 2,4 2,4 2,4 32
Core inflation (y-o-y) * 1,0 2,8 1,4 0,9 1,0 0,6 0,4 0,3 0,7 0,5 08 1,6 1,9 1,8 1,6 1,5 1,6 1,7 1,9 2,5 2,0 3,0 2,8 2,9 2,9 2,9 31 2,9 3,0 2,9 32
Labor force
Unemployment rate 23,7 22,4 20,7 17,8 17,5 17,1 16,6 17,3 162 | 167 | 165 | 16,1 16,4 16,0 15,9 15,7
II. Fiscal IndicatorsC]
(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 | 46.484 | 40.923 | 48.585 | 53.562 | 189.554 | 14.810 16.435 17.673 48.918 | 19.292 15.735 17.464 | 52491 | 20.205 17.167 19.347 |56.719 | 20.063  19.128 21.186 | 60.377 |218.505
Total budget expenditures 185.407 196.561 200.071 49.243 53.915 | 52.085 | 62.202 | 217.445 | 53.895 | 59.458 | 58.511 | 71.557 | 243.421 | 17.520 19.189 19.106 55.815 | 19.263  20.767  21.243 | 61.273 | 23.353 22.525 19.734 | 65.612 | 19.039  25.597 29.952 | 74.588 | 257.288
Overall balance (cash) -16.051 -16.888 -11.566 -3.201 -3.839 -1.099 -5.484 -13.623 | -7.411 (-18.535| -9.926 (-17.995| -53.867 | -2.710 -2.754 -1.433 -6.897 29 -5.032 -3.779 | -8.782 | -3.148  -5.358 -387 -8.893 | 1.024 -6.469  -8.766 [-14.211 (-38.783
Overall balance (in % of GDP)* -2,7 -2,7 -1,8 -0,5 -0,6 -0,2 -0,8 -2,0 -1,1 -2,8 -1,5 -2,7 -8,2 -0,4 -0,4 -0,2 -0,9 0,0 -0,7 -0,5 =7 -0,4 -0,7 -0,1 -1,2 0,1 -0,9 -1,2 -2,0 -5.3
III. Financial indicators /®
Broad money (M4), y-o-y growth rate 6,2 51 11,8 11,7 10,5 10,8 9,3 9,3 8,9 9,8 6,9 6,9 6,9 7,7 8,2 7,9 7,9 71 7,0 6,7 6,7 71 9,6 8,2 8,2 7,8 7,6 7,0 7,0 7,0
Total credits, y-o-y growth rate -0,1 54 7,3 9,0 81 56 6,0 6,0 58 6,6 73 | 47 47 4,6 44 52 5,2 57 56 51 51 5,2 6,4 6,3 6,3 67 7,7 83 83 83
Total credits - households 7,0 9,2 10,3 9,7 9,9 9,5 10,5 10,5 10,1 8,38 9,5 8,0 8,0 7,4 71 8,1 8,1 89 8,8 8,7 8,7 8,0 79 7,5 7,5 73 7,7 7,8 7,8 7,8
Total credits - enterprises -53 2,3 4,5 8,2 6,4 1,7 il 1,9 1,8 4,6 52 il 11 1,6 14 2,1 2,1 2,3 2,1 1,2 1,2 2,0 4,5 4,8 4,8 5.6 74 8,7 8,7 8,7
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 79 84 54 57 57 6,1 6,9 73 7,3 6,8 71 6,7 6,7 6,8 9,9 8,2 8.2 7,9 7,9 7,5 7,5 7,5
Total deposits - households 2,5 6,1 9,5 8,7 9,0 9,3 79 79 8,6 8,7 6,1 4,6 4,6 4,7 52 52 52 4,7 4,8 4,2 4,2 43 74 6,9 6,9 7,2 71 7,1 7,1 71
Total deposits - enterprises 13,4 2,1 9,5 12,1 10,1 11,1 14,6 14,6 125 | 11,2 | 80 | 101 10,1 12,0 13,7 12,9 12,9 14,3 16,0 16,7 16,7 17,1 20,2 156 | 156 | 13,9 13,7 11,6 | 11,6 | 11,6
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 1,75 | 1,50 | 1,50 | 1,50 1,50 1,50 1,50 1,25 1,25 1,25 1,25 1,25 1,25 1,25 1,25 1,25 1,25 | 1,25 1,25 1,25 | 1,25 | 1,25 | 1,25
Lending rates
denar rates 7,0 6,6 6,1 58 5,7 56 54 56 53 53 5,1 5,1 52 50 5,0 5,0 5,0 50 4,9 49 4,9 4,8 4,8 438 4,81 4,8 4,7 4,7 47 4,9
f/x rates (aggregated, indl. f/x and denar with f/x dause) 57 53 4,9 4,7 4,7 4,6 4,5 4,6 44 43 43 4,2 43 4.2 4.2 4,1 4,2 4,1 4,1 4,1 4,1 4,1 4,1 4,1 4,09 4,1 4,1 4,0 4,1 4,1
Deposit rates
denar rates 2,5 22 2,0 2,0 1,9 1,9 1,7 1,9 1,6 1,5 1,4 1,4 1,5 1,3 1,3 1,3 1,3 1,3 1,2 1,2 1,2 1,2 1,1 1,1 1,13 1,1 1,1 1,1 1,1 1,2
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 0,6 0,6 0,6 0,6 0,5 0,5 0,5 0,5 0,5 0,5 0,5 0,5 0,5 0,5 0,5 0,48 0,5 0,5 0,5 0,5 0,5
IV. External sector indicators
Current account balance (millions of EUR) -275,5 -102,9 -71 -175,3 -62,2 165,1 | -295,8 | -368,3 | -155,7 | -90,0 | -50,6 | -69,9 | -366,2 29,3 -68,0 -17,0 -55,7 -115,2 -8,3 0,2 -123,3 88,7 -8,6 18,0 98,0
Current account balance (% of GDP) -2,9 -1,0 -0,1 -1,6 -0,6 1,5 -2,6 =33 -1,4 -0,8 -0,5 -0,6 -3,4 0,2 -0,6 -0,1 -0,5 -1,0 -0,1 0,0 -1,0 038 -0,1 0,2 038
Trade balance (millions of EUR)’® -1.786,2 | -1.816,2 | -1.811,4 -456,0 -470,7 | -433,3 | -647,8 |-2.007,7| -511,0 | -384,3 | -390,6 | -530,7 | -1.816,6 | -96,4 -201,4 -231,9 -529,6 | -2746 -206,6 -223,9 | -705,1 | -218,1 -238,3 -161,2 |-617,6 | -248,3 -263,8 -351,2 | -863,3 |-2715,7
Trade balance (% og GDP) -18,0 -18,1 -16,9 4,1 4.2 3,9 5,8 17,9 47 | 36 | 36 | 49 | -167 0,8 -1,7 2,0 -4, 2,3 -1,7 -1,9 -6,0 -1,8 2,0 41,4 5.2 2,1 2,2 30 | 73 | 230
import (millions of EUR) -6.176,5 | -6.834,9 | -7.676,3 | -1.990,4 | -2.096,4 |-2.067,2| -2287,1 | -8.441,0 | -1918,8 | -1426,9|-1996,8 |#####| -7.594,5 | -623,7  -746,6 8205 |-2.190,8 | -891,6 -753,7 -807,6 |-2452,9 | -805,2 -804,4 -7257 |-2.3353| -837,2 -878,1 -943,9 |-2659,3 |-9638,3
export (millions of EUR) 4390,3 | 5.018,7 | 5.872,4 | 15343 | 1.6257 |1.6339| 1639,3 | 6.433,3 | 1407,7 | 1042,6 | 1606,2 | 1.721,4| 5.777,9 | 5273 5452 588,6 | 1.661,2 | 617,0 547,10 5838 | 17478 | 587,1  566,2  564,5 |1.717,7| 588,9 6143  592,7 | 17959 | 6922,6
rate of growth of import (y-o-y) 6,5 10,7 12,3 11,6 10,9 12,0 6,1 10,0 -3,6 -31,9 -34 =L -10,0 55 37 351 14,2 138,5 65,5 351 71,9 12,3 333 7.3 17,0 9,5 26,3 19,1 18,1 26,9
rate of growth of export (y-o-y) 7,4 14,3 17,0 17,2 11,4 11,2 0,3 9,6 83 | 359 | -1,7 | 51 -10,0 15,4 49 36,6 180 | 1920 61,2 18,7 67,6 13,2 13,0 38 6,9 1,4 6,2 8,7 43 19,8
Foreign Direct Investment (millions of EUR) 316,9 180,0 603,7 59,3 29,2 823 | 1925 | 3633 | 1232 | -86 | -82 | 483 | 1547 | -459 20,5 11,9 4135 | 99,2 27,8 79,5 | 2065 | -19,2 13,7 21,0 | 155
External debt
Gross external debt (in milllions of EUR) 7.216,6 | 7.372,5 | 7.843,7 | 82385 | 8324,7 | 8568,6 | 8.154,4 | 8.154,4 |8.295,5 |8.770,9 | 9.068,8 | 8.536,1| 8.536,1 9.809,0 10.169,9 9.870,3
public sector 3.4453 | 3.461,8 | 3.7562 | 40952 | 40351 | 4074,2 | 3.836,6 | 3.836,6 | 3.816,5 |4.460,3 |4.644,6 | 4.301,4| 4.301,4 5.202,9 5.458,7 5.157,3
public sector/GDP (in %) 35,7 345 351 36,5 36,0 36,3 34,2 34,2 354 41,4 43,1 40,0 40,0 44,0 46,2 43,6
private sector 3.771,2 | 3.910,7 | 4.087,5 | 41433 | 42896 | 44944 | 4.317,8 | 4.317,8 | 4.478,9 [4.310,5 | 4.424,1|4.234,6 | 4.234,6 4.606,1 4.711,2 47131
Gross external debt/GDP (in %) 74,7 73,4 73,3 73,5 74,3 76,4 72,7 72,7 770 | 81,5 | 842 | 793 79,3 83,0 86,0 83,5
Gross official reserves (millions of EUR)/*® 2.6134 | 2.336,3 2.867,1 2.866,4 | 2.928,2 |3.127,5| 3.262,6 | 3.262,6 |3.017,3|3.639,7|3.480,2|3.359,8| 3.359,8 |3.335,7 3.298,0 3.939,2 | 3939,2 |4.003,5 4.019,8 4031,07|4031,07| 3.547,6 3.691,6 3.690,7 | 3690,7 | 3.650,4 3.571,4 3.643,3| 3643,3 |3.643,3|3.465,1

/11n calculating the relative indicators, until 2020 the annual GDP from the official announcement of SSO is sed. For 2021, the projected level from NBRNM's last forecasting round is used.

/2 Data for 2021 are estimated , while for 2020 are preliminary (Press release for quarterly data on GDP as of 07.12.2021). Data for 2019 are final (Announcement for annual data for GDP from 01.11.2021).

/3 The changes of Index of industrial production are according to base year 2015=100.

/4 CPI calculated according to COICOP 2020=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.if. 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
(annual changes in %) Expectations for foreign effective demand for

1407 = = = October 2021 2021 are unchanged compared to the October
10,0 - forecasts, expecting a growth rate of 4.1%. For
e February 2022 . . .
the next two-year period, the corrections in the
6,0 - L ) . o
projections are in a different direction. Namely,
2,0 - for 2022, a downward revision was performed,
whereby the growth is currently expected to be
_21 A 4 . . .
Q12018 Q12019 Q1Y 021 Q12022 Q12023 3.9% (4.3% in October), while for 2023 a higher
6,0 - growth is projected, of 2.8% (2.3% in October).
-10,0 - Such revisions are largely the result of estimates
of lower economic activity in Germany! and
-14,0 - Greece in 2022 and higher in 2023.
Source: Consensus forecasts and NBRNM calculations.
Foreign effective inflation
(annual rates in %)
50 - The foreign effective inflation in 2021 equals
=== October 2021 2.7% and is slightly lower than the October
4,0 {  =February 2022 assessments (2.2%). For the next two-year

period, a minor upward revision was also made
and it is expected that the foreign effective
inflation will equal 3% and 2% in 2022 and 2023,
respectively (2% and 1.7% in October). The
upward revision is due to the assessment for
higher inflation in almost all our import partners,
whereas Germany, Bulgaria and Serbia? made the

largest positive contribution on average for the
QL Q3 Q1 Q3 Q1 Q3V¥YQL Q3 Q1 Q3 Q1 Q3
-1,0 2018 2019 2020 2021 2022 2023 three years.

Source: Consensus forecasts and NBRNM clculations.

3,0

2,0

1,0

0,0

EUR/USD exchange rate

1,00 -

=== October 2021 In the last assessment, the exchange rate Euro /
0,95 - = February 2022 US Dollar has been upward revised for 2022,
whilst the US dollar is currently expected to
0,90 - strengthen further against the euro. Such shifts
are largely due to the expectations for faster
0,85 - - monetary policy tightening by the FED compared
TTT====  to the ECB during 2022. On the other hand, for
0,80 - 2023, a slight upward adjustment was made,
envisaging a smaller price depreciation of the US

075 f+++++++++ -+t ++ vy dollar compare to euro.

Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 QI Q3
2018 2019 2020 2021 2022 2023

Source: Consensus forecasts and NBRNM calculations.

! Forecasted growth in Germany of 2.8%, 3.7% and 2.6% in 2021, 2022 and 2023, compared to 3%, 4.4% and 1.8%, respectively, in October.
2 Inflation in Serbia and Croatia was adjusted for the changes in the exchange rate.
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EXTERNAL ENVIRONMENT

Brent oil
(quarterly average, EUR/Barrel)

= = = Qctober 2021

In 2021, the oil price? in world markets registered
a sharp growth of 61% (expressed in euros),
75 which is slightly above the line of the October

—February 2022 expectations. For 2022, the oil price has been
revised upwards, currently expecting a

85 +

65 - o )
significantly faster growth than expected in
55 | October. This correction is largely due to the
expectations for reduced supply, in conditions of
45 - low global oil reservesthe reduced interest in
investing in the oil industry as a result of the
35 | transition to renewable energy sources, as well as

the current geopolitical tensions. On the other
25 Q1% *Q3* *Ql* Q3 *Ql* Q3 *Ql* Q3 Q1 Q3 =Ql= Q3 ' hand, for 2023, a small downward revision was

2018 2019 2020 2021 2022 2023 performed, whereby the fall in the oil price is still
Source: IMF and NBRNM calculations. expected.

Nickel and copper prices in EUR

(annual changes in %) In 2021, the prices of copper and nickel increased
75 1 ===-Nickel - October 2021 strongly by 46.1% and 29.6% (expressed in
—— Nickel - February 2022 euros), respectively, ie slightly higher than
55 . ==="Copper - October 2021 projected in October. For 2022, the price has
— Copper - February 2022 been revised upwards, currently expecting a
35 | significantly faster growth than expected. The
upward shifts in copper are largely due to low
15 - global stocks and bottlenecks in supply chains,
while in nickel this is largely due to the higher
5 : demand by the electric car industry (batteries), in
1018 2019 2020 021 2022 2023 conditions of reduced nickel reserves. For the
25 - entire 2023 the metal prices have been revised
downwards, expecting substantially larger drop
45 of the copper and nickel price compared to
Source: IMF and NBRNM calculations. October projection.
Wheat and corn prices in EUR . . . L

(annual changes in %) Food prices in 2021 achieved significant growth,
45 | ===+Wheat - October 2021 which is slightly higher than projected in October.
—— \Wheat - February 2022 For 2022, the prices of food products have been
o | “"Eom (FDCEOber 2021 revised upwards, now expecting higher growth of
— Corn - February 2022 the price of wheat and growth, instead of decline
35 | on the price of corn. The upward trend in wheat
is largely due to investor concerns about possible
15 - power outages in the Black Sea region due to
A* tensions in Ukraine, while in corn it reflects
5 - ‘ Sy expectations for lower levels of corn production
2018 Q3 28119 28;0 P 28211 3 2(3212" 32023 g in Argentina and Brazil. For 2023, a decline in
25 food prices is still expected, which is slightly lower
for wheat and higher for corn than expected in

45 | October.

Source: IMF and NBRNM calculations.

3 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.
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Source: Consensus forecasts and NBRNM calculations.

Regarding the one-month EURIBOR, in 2022 no
major deviations from the October projection are
expected (-0.49%, compared to -0.1% in
October). On the other hand, a significant upward
revision was performed for 2023, and it is
currently expected that in the second half of the
year the one-month EURIBOR will move to the
positive zone and will average 0% for the whole
year (-0.4% in October). Such movements are
largely due to investors' expectations for a
gradual tightening of monetary policy by the ECB,
starting at the end of 2022, which will be followed
by shifts over the next year.
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REAL SECTOR

Inflation rate
(annual contribution to inflation, in p.p.)

mm Food (in p.p.)

mmmmm Energy (in p.p.)

Other (in p.p.)

Total inflation (in %)

1 e e e Total inflation (in %, April projection)

Source: SSO and NBRNM.

N A O R N WA U O N ®

B Contributions to the annual inflation rate (in p.p.)

= >
=

1.2018
IX
XI

mmmmm Food and non-alcoholic beverages mmmmm Alcoholic beverages, tobacco

mmmmm Clothing and footwear mmmmm Housing, water, electricity, gas and other fuels
mmmmm Furnishings, HH equipment and maintenance mmmm Health
mmm— Transport mmmmm Communication
= Recreation and culture Education

Restaurants and hotels Miscellaneous goods and services

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

Source: SSO and NBRNM.

In January 2022, domestic consumer prices
increased by 1.5% on monthly basis (0.4% in the
previous month), largely due to the increase in
energy prices*, primarily due to the increase in
the price of electricity for households, and an
additional contribution was made by higher fuel
prices, in line with the growth of prices of oil
derivatives on world stock exchange. Rising food
prices have also made a significant contribution >
(with a significant increase in the prices of
vegetables, fruits and the price category of bread
and grain products). On the other hand, the
decrease in prices of air traffic has the largest
negative contribution, as well as the decrease in
prices of fruit.

The annual inflation rate in January was
6.7% (4.9% in December), amid accelerated
annual growth and contribution of prices to the
energy and food component. The realized annual
inflation rate in January is above the forecasted
in the October forecasting round, amid a large
upward deviation in the energy component and
the food component, and minimally in the basic
component.

In January, the core inflation rate equaled
0.3% on a monthly basis (0.7% in the previous
month). On an annual basis, the core inflation
rate equaled 3.2% (2.9% in the previous month),
with a greatest positive contribution from the
prices of restaurant and hotel services, coupled
with the prices of air traffic, and small part from
cars, IT equipment, personal hygiene products,
non-alcoholic drinks, as well as pharmaceutical
products.

4 According to the decision of the Energy Regulatory Commission of RNM from 30.12.2021, the price of electricity for the universal supplier EVN HOME
DOO Skopje from 1 January 2022 increases by 9.48% (https://www.erc.org.mk/pages.aspx?id=153) Additionally, a small contribution to the growth
of energy prices in January 2022 has the decision to increase the final price of delivered heat by an average of 14.05% at all three companies in the
city of Skopje, adopted by the ERC of RNM on 31.12. 2021 (https://www.erc.org.mk).

> On December 4 2021, the Government of the Republic of North Macedonia adopted a decision to freeze the prices of basic food products (bread,
sugar, flour, sunflower oil, milk, fresh meat and cured meats, cheese and cottage cheese) at the level of December 1. On the 14% of December, the
list of products expanded to include the prices of rice, eggs and pasta. The decision to freeze the prices of basic foodstuffs from the beginning of
December is temporary, valid until February 28, 2022 (according to the additional decision of the Government of RNM from January 28, 2022). Despite
the freezing, we still see an increase in the total category of food, mainly due to the growth of other product categories that are not covered by the
decision to freeze prices.
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REAL SECTOR

Inflation and volatility of food and energy Regarding the e)_(pected price movem ents
(annual growth rates, in %) of the external input assumptions in the

Inflation inflation forecast, the revisions are mainly
e e e eee Inflation excl. food and energy (core inflation) H = H = H

Eneray (regulated prices) in an upward directionwhich together with

the higher-than-projected performance,

e = == « Food (right axis)

v 24
}‘21 [%5 creates upward risks for the projected
10 - 1 inflation rate in 2022. Moreover, the
8 1% uncertainty and dynamics of the movement in the
4 . A /i 19 world prices of primary products in the next
0 4 }W%,WWTW%M" /% period is still pronounced, given the uncertain
2 “‘./"'" _‘m'w W9 2 economic effects related to the development and
-g v 3 dealing with the pandemic, as well as the the
10 8 increased uncertainty on the global energy

O N 0 OO O = N M < 1N O N 0 O ©o —=H

S 838385 550550 o095 o0 oo o 9 8 market.

8§ 8 8§ 8§ 8§ & d A d

Source: State statistical office and NBRNM calculations.

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

165 - =Foreign effective food prices e Domestic food prices

155 A
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135 4
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115
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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.

Average net-wage

(annual changes, in %) In November 2021, the nominal annual

growth of the average net wage was 5.6%
(4.5% in the previous month). The increase of
the minimal wage by 1.7% in April 2021
according to the regular legal adjustment, partly
contributes to the annual wage growth®.

18 4

o Acceleration of the annual salary growth in
gonlﬂinal net-wage November is registered in almost all activities,
ea netwage and most pronounced in the activities related to

X O XN EXRRE T EXROE T ERNROEERNRAEERR . o . Co
g~ > gt g g g g g > professional, scientific and technical activities",
— — — — — —

Source: SSO.

Regular adjustment for increasing the minimum wage (with the increase for the previous year 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 in April 2021. According to the announcement of
the Ministry of Labor and Social Policy, published in the Official Gazette of the Republic of North Macedonia No. 80/21 enforcing the Law on Minimum
Wage in the Republic of Macedonia Official Gazette of the Republic of North Macedonia No. 12.30/14, 180/14, 81/15, 129/15, 132/17 and 140/18 and
Official Gazette of the Republic of North Macedonia No. 124/19 and 239/19), the minimum net wage increased by Denar 260. The minimum wage in

11 of 33



REAL SECTOR

"public administration and defense’" and

Average mon_thlly netlw:ge pa_idoyv sectors "financial activities and insurance activities", in
Agricultﬁ:';’m'”a annual changes, in %) which it is registered and has more pronounced
Industry (w/o construction) monthly growth.
200 - "°°°°° Construction
! Services . . .
15,0 - . . Amid increase in the consumer prices on an

annual level, the real annual growth of the

10,0 .
net wage in November was 0.8%.

5,0
0,0
-5,0
-10,0 -

The realized nominal and real annual growth of
wages in the third quarter of 2021 (of 5% and
0.6%, respectively) is generally in line with the
expectations for growth in the third- November
2021 within the October forecasts.

Source: SSO.
120 Economic sentiment indicator and GDP 1 High-frequency data on the supply and
i }% demand side available for the fourth
100 - 8 quarter period, mainly indicate a further
5 [ 2 annual fall in the economic activity in the
- % this part of the year. When it comes to the
60 . 2 perceptions of economic entities about the state
-2 of the economy’, the results of the survey
40 - -8 research for the fourth quarter of the year
I S et ponr, It conion

. . [ r revious quarter, i iti

——Real GDP (y-0-y ch , %Yright - -16 . ! .
0 - (yory changes, %6rignt axs ) - -18 of the spread of the fifth wave of the pandemic

QL Q3 Q1 Q3 QI Q@ QI Q3 Q1 Q3 ja22 related to the "omicron" strain of covid-19.
2017 2018 2019 2020 2021 . i "
Source: State statistical office and European Commission. However, the perceptions of economic entities
are significantly more favorable compared to the
same period last year, which indicates the

continuation of economic recovery in this period

Economic activities of the year. For the subsequent period, the latest
(real annual changes, in %) .
Tumower e el e results of the surveys in January 2022 suggest
@ Turnover value in wholesales trade . - g -
e o caton® (it ) significantly more favorable perceptions for the
50 | aap | TP consicton e " o economic situation compared to the fourth
Q4 projection quarter of 2021.
30
40 4
. " The available high-frequency data on the
o] ', supply side for the fourth quarter of the
20 « year show movements in different
a0 - irections, but still, in general, they poin
»  direct but still I, they t
| *  to further, but more moderate annual
-40
-80 | - grOWth.
-100 - -60
dis &P Y %0 a0 a0 a0 2om 200 20m aima e In the fourth quarter of 2021, turnover in total

;g:r:cpele average c;‘f ;;;‘\;Iaé ag];?j\ln:lfl\o;ast‘es of the different types of transport and the telecommunications. tr ade reg | Ste red h |g h rea I annua I g rOWth, more

gross amount, starting from April 2021 to March 2022 is Denar 22,146 (previously Denar 21,776), i.e. the minimum wage in net amount is Denar 15,194
(previously Denar 14,934).

7 It refers to the surveys conducted by the European Commission to measure the economic confidence of agents in an economy. The composite indicator
of economic confidence is a weighted average of the consumer confidence indicators and economic sectors confidence indicators (construction, industry,
retail trade and services).

8 It refers to the surveys conducted by the European Commission to measure the economic confidence of agents in an economy. The composite indicator
of economic confidence is a weighted average of the consumer confidence indicators and economic sectors confidence indicators (construction, industry,
retail trade and services).
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REAL SECTOR

moderate than the growth in the third quarter,

mainly due to the movements in wholesale and
BUSTRIAL ST AND OTHER ECONGOMIE RIS retail trade, while the motor vehicle trade
G registered a deepening decline.

Q1 @ @ o401 @ 03 04|01 Q2 Q3 Q4] Ot Now. Dec
real annual changes in %

Gross domestic product 28 61 43 25|-13 -164 -59 -08|-1,8 134 30

Industrial output* 88 11 71 -13|-37 250 75 23|61 22 35 23| -65 47 49 At the same timel the Ca.tering in the periOd of
Construction 151 33 30 53|63 51 30 23|-1,1 96 -108 - | -54 357 - OCtOber-November reglstered hlgh annual
S EUTAITIIEL D gowth rates in the tofal number of tourists,
Rt o wholese e 159 2 153 155|467 306 261 23| 08 25 19 wa| s us ss | Overnight stays, as well as total real turnover, at

Retail trade 76 88 120 138| 1,0 -186 -157 -155|-1,3 183 13,9 10,0 10,8 13,3 6,4 a more moderate pace Compared to the growth
e e 7 ST By Ty i s ety i St oo et o/ Eo T s e BT TP ; ;
e e e in the second quarter in all three categories.
On the other hand, the industrial output
registered a small real annual decline of 2.3%
which represents an improvement over the
Toursim Indicators decline in the previous quarter (3.5%). Observed
1500 (real annual changes) . . . . . .
1300 by main activities, the decline in industrial
1100 production is due to the negative contribution of
o ::_””;t"e”’“t";”stts . the manifacturing industry, while the energy
ights spent by tourisf .. . . .
500 Turnover in catering trade and services sector and mining have a positive contribution.

Largest negative contribution within the
manufacturing industry is registered in the group
o of activities of foreign export facilities, such as
production of motor vehicles and production of
o lwalal || || “ machinery and devices. In traditional activities,
-20 | || || || largest negative contribution is registered in the
production of textile and clothing, production of
fabricated metal products, production and metal
-1102018Q1 2018 Q3 2019Q1 2019Q3 2020Q1 2020 Q3 2021 Q1 2021 Q3 Hoem.21 prOdUCts' . . .
Sources 550 and NERNM calculations. On the other hand, largest positive contribution
within the manufacturing tobacco products,
production of rubber and plastic products, as well
as production of chemicals and chemical
products.

In the period October-November, the value of
the performed construction works
registered a further real decline on annual basis,
deeper compared to the decline in the previous
quarter, entirely as a result of the decline in civil
engineering, with a small increase in civil
engineering.

Available aggregate demand indicators mainly
point to economic growth u in the first quarter of
of the year, but with more moderate dynamics.

Indicators of movements in personal
consumption? point to its annual growth in the

° From the indicators for personal consumption, data on turnover in retail trade, pensions, domestic production of consumer goods, imports of consumer
goods and household loans are as of December 2021, while net wages are as of November 2021.
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Indicative variables for private consumption

(real annual growth rates, in %)

m Disposable income
m Counsumer credits

Retail trade
= Imports of consumption goods
O Domestic production of consumption goods
+ Private consumption

QL Q2 e Q4 Q2 3 » Q1
2019 2020 2021

Source: SSO and NBRNM calculations.

10 According to the European Commission surveys.

Q

Q4 projection

Q3 0KT.21 HoeMm.21 pek.21

fourth quarter of 2021, but somewhat more
moderate. Thus, the growth of the retail trade,
gross revenues from VAT continued, but more
moderate compared to the growth in the
previous quarter. Domestic production of
consumer goods also increased during this
period, after the decline in the third quarter. The
available data regarding the funding sources of
private consumption also indicate further growth
of disposable income, but at a slower pace
conditions of more moderate wage growth and
small decline in the stock of pensions, amid
slower growth in household loans as well. As for
the consumer confidence indicator®, it points to
slightly more favorable expectations in the fourth
quarter compared to the same quarter of the
previous year. However, the expectations
regarding the third quarter are unfavorable, amid
negative perceptions and expectations regarding
the financial and general economic situation in
the country. For the future, the consumer
confidence indicator in January 2022 is less
favorable compared to the same period in 2021.

Available high frequency data on the gross
investments'! in the last quarter of the year
show movements in different directions. Thus, in
this period, further decline but with slower
annual dynamics is observed in the total
industrial production and in the domestic
production of capital products, while in
construction there is a deepening of the decline.
After the growth in the previous quarter, a
decline was registered in the profit tax. On the
other hand, the long-term loans of enterprises
registered stronger growth, and the growth of
state capital investments and the import of
working capital continued, although more slowly.
As for the assessments of the managers in the
fourth quarter, they point to more favorable
developments in both industry and construction
compared to the same period in 2020. Compared
to the previous quarter, the ratings for the
business activity of the managers of the
enterprises in the industry are less negative,
while in the construction the ratings are less
favorable. For the further period, the
assessments of the managers for the business
activity in January 2022 are more favorable in

! Data on completed construction works are as of November 2021, while data on long-term corporate loans, government capital investments,
industrial production, imports of investment goods and domestic production of capital goods are as of December 2021.
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Indicative variables for investments

N >

§ & @ & & O 0
OQgF'

%

ey &

m Imports od capital goods <+ Completed construction works

Domestic production of capital goods m Long term credits to enterprises
OFinal product stocks i Government investments (right axis)
+ Gross investment

Source: SSO and NBRNM calculations.

(real annual growth rates, in %) Q4 projection
r 200,0
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- -100,0

- -150,0

both industry and construction compared to the
same period of 2021.

Foreign trade data indicate deficit expansion in
the fourth quarter of the year compared to the
same period last year, amid higher growth of the
import than the export of goods.

According to the fiscal data as of December
2021, the budget performances suggest a
more moderate annual real growth of public
consumption in the fourth quarterof the
year. This is indicated by the intensified
decline in the expenditures of the health fund
and in the transfers to the local communities,
while in the expenditures for goods and
services and the expenditures for salaries,
further growth is registered.
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80 - (ContribUtn ot e ) In the fourth quarter of 2021, foreign trade

deficit widened by 62.7% on an annual
basis, due to the higher growth of exports
compared to the growth of import of. Thereby,
the total foreign trade is higher compared to the
same period of the previous year, driven by the
growth of both components.

60 -

40

20 A

0 -

20 ==Tronand stee Energy In the fourth quarter of 2021, the export of
_szganm.es —Z:::jmm goods grew by 4.3% on an annual basis.

i I e Other exports Export growth is largely due to iron and steel
o o exports. Energy exports as well as ore exports
£8835068328583%2883888375s83 have a positive contribution to the growth of
sowcorom, & & 8 s exports. The growth of these categories is largely

due to the growth of prices of primary products
on world stock exchanges during the last quarter
of the year. On the other hand, the reduced
export activity of some of the production facilities
in foreign ownership, as well as the decline in
other exports have a negative contribution to
total exports in this period.

Compared with the October forecast, the exports
in the fourth quarter were higher than expected.
Significant downward deviations were registered
in the export of the production facilities in foreign
ownership, coupled with the higher export of iron
and steel. On the other hand, higher
performances were registered at other exports,
and to a lesser extent at exports of energy and
clothing and textiles. The achievements in the
other categories are mainly within the projected
ones according to the October projection.

Imports of goods in the fourth quarter of

0 - (contribution o the anner change, n p.6) 2021 increased by 18.1% on annual basis,
where the largest contribution to such
80 - achievements has the import of energy (as an
o | =tonendstes Eneray —— effect of significantly higher energy prices),
—Clot‘hingandtextilesv —Chemi?alproducts Foofjandtobacco Supplemented by hlgher remalnlng ImpOFtS. The

Equipment and machinery mmmm Other imports mm Vehicles . . .
40 - Consumption goods —tmport, % 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, a decline on an annual basis was registered
at the raw material import of part of the
production facilities in foreign ownership, as well
as the import of ores.

20 -

0

=20 -

-40 -

~ QX

wawa

Q1 2024
Q1 202

Source: NERNM. The performances in the import of goods in
quarter of 2021 are also higher than expected for
the first quarter according to the October
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REER
(2015=100)
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NEER and relative prices
annual growth rates, in %
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Source: NBRNM.
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1.2019
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*, depreciation

1.2019
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1.2021
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1.2021

forecasts. The main contribution to such
downward deviations in imports is the lower
import of some of the foreign-owned production
facilities, energy imports, as well as the import of
iron and steel, and smaller downward deviations
were registered in the import of ores. On the
other hand, higher performances were registered
at other imports and imports of equipment and
machinery, while smaller upward deviations were
recorded at the import of consumer goods and
food imports.

In October 2021, the REER index deflated by
consumer prices depreciated by 1.3%, while the
REER index deflated by producer prices
depreciated by 4.1%. Namely, the relative cost of
living decreased by 2.3%, and the relative prices
of industrial products decreased by 5% on annual
basis. At the same time, the NEER appreciated by
1%, which is largely due to the depreciation of
the Turkish lira against the currency.
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REER, excluding primary commodities
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Based on the calculation with weights based on
foreign trade without primary products, the REER
index deflated by the cost of living in December
2021 increased by 0.7%, while REER deflated by
producer prices of industrial products depreciated
by 1.6%. Moreover, the relative consumer prices
decreased by 2.5%, and the relative producer
prices dropped by 4.7%. At the same time, the
NEER appreciated by 3.2%, which is largely due
to the depreciation of the Turkish lira against the
denar.

The net purchase on the currency exchange
market registered in the period of January
2022 equaled Euro 82.9 million, which is
shows increase of 41.6% on an annual
basis, in conditions of growth of supply of and
demand for foreign currency (38.1% and 29.4%,
respectively).
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Foreign exchange reserves
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Factors of change of the foreign reserves in January
2022
(in EUR million)
Exchange rate differentials and changes in
the price of gold

0,0 IMF (SDR holdings)

1,9

-84, Other transactions
1,4 Transactions with NBRM

-33,6 Transactions on behalf of government

577 Interventions on the FX market

-90 -80 -70 -60 -50 -40 -30 -20 -10 0 10

Source: NBRNM.

Foreign exchange market
(in EUR million)

2000 200

1500

’ 100

1000
| 0

- I‘I | ‘ ’I II |
L |I|I M & ‘lll‘ll ’I’I ™ * e
‘ b 11

‘ -200
-500 ‘

-

-1000 -300

-1500 -400

n o M O N M ~N o 0 o M o M o N M — oM *
2083203320833 E03833203328303330334
~N ~ o~ ~N ~N ~N ~N o
- - - - - - - N
3 < < < 3 <7 3 5

u Forex purchase (left scale)
® Forex sales (left scale)
+ Net-sales (right scale)

Last data available: 31.1.2022
Source: NBRNM.

As of 31.01.2022, the gross foreign
reserves stood at Euro 3,465.2 million.
Observed through the factors of change, the
change in the foreign reserves is mostly due to
the transactions for the management of the
foreign reserves, as well as to the interventions
of the National Bank on the foreign exchange
market and the transactions realized for
repayment of the regular liabilities of the country
abroad. The remaining flows had a moderate
impact on the shifts in foreign reserves in the
analyzed period.

In January 2022, the banks’ foreign exchange
market reported a net sale of foreign currency
which is higher compared to the same period last
year, amid a more significant fall in the demand
for relative to the fall in the supply of foreign
currency.
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EXTERNAL SECTOR

Structure of foreign exchange market, annual change, _ - H H
(net prurchase/sales, in millions of euro) 1.2022 - SeCtor by seCtor anaIYSIS ShOWS that SUCh Shlfts
500 ot202nmi entirely result from the lower net sales of
400 companies.
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Source: NBRNM.
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MONETARY SECTOR

Monetary policy instruments
(stocks, end of month data, in million of denars)

uFX deposits ®Standing deposit facilities #NBRNM bills = MP instruments, total
60.000

40.000
20.000

At the end of December, the monetary
instruments increased compared to the
previous month, due to the increase in the
amount of banks’ assets placed in deposits
with the National Bank, amid an unchanged
amount of the stock of CB bills?. The level of
monetary instruments at the end of
December is higher compared to the
forecasted for the end of the fourth quarter
of 202113,

60.000 - (stocks, end of month data, in million of denars)

50.000
40.000
30.000
20.000
10.000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Source: NBRNM

Banks liquidity*
monthly changes, in million of denars
15.000 -
5.000 -
-5.000 - . .
-15.000 - The net foreign assets of the National Bank
-25.000 - at the end of December are higher compared
I I I IV vV VI VILVID X X XI X I to the projected level for the end of the fourth
2021 2022 quarter of 2021.
1 Autonomous 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 2021
Source: NBRNM.
* positive change: liquidity creation, negative change: liquidity withdrawal

12 At the CB bills auction of the National Bank held on 15 December 2021, Denar 10,000 million of CB bills was offered and sold at an interest rate
of 1.25% and maturity of 36 days.

13The performance comparisons are against the October forecasts of the National Bank.
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Monetary policy instruments*
monthly changes, in million of denars

15.000 - _ _ The total government deposits with the
5.000 1 _ National Bank in December registered a
:éggg | monthly increase, whereby their stock is
25000 above the forecasted for the end of the fourth
' 1o |m|w | v |vifvr|vm| x| x|x|xx| 1| quarterof 2021.
2021 |2022|
14.000 - annual chanages, in million of denars
4.000
-6.000 -
-16.000 -
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
B Bill N it facili 7 it facili . .
aeBBls N deposit facilty 7 day deposit facilty Reserve money in December registered a
“;i‘:g;f;’:;ﬁ;”s ¢ Monetary instruments, net monthly growth, as a result u of the decrease
* positi.ve chang.e: liquidity creation, negative change: liquidity withdrawal in the banks' total reserves with the National
Bank, amid moderate growth in the currency
in circulation. Moreover, the reserve mone
AsToHOMHM dakTopn™ stock suoa:‘acr)is Iov(;ercéom’ ared to the forgcas»;
Mece4yHU NpoMeHn, B0 MUIIMOHU AEHApU p
8.000 for the end of the fourth quarter of 2021.
3.000
-2.000
-7.000
-12.000 -
I I III Iv VvV VI VII VII IX X XI XII | I |
2021 12022
24.000 L
14.000 In January, the liquid assets of the
4.000 banking system_ registered a _monthly
6,000 growth. Monetary instruments contributed to
-16.000 creating liquidity, whereby the change results
26,000 from the lower amount of banks' placements

in short-term deposits, respectufly, in
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 overnight depositsl amid unchanged stock of

-36.000

¥ /leBu3Hi VHTEpBEHLIM M Tparcakuuy Ha Apxasa CB bills'*. On the other hand, the autonomous
[ oToBM napu BO onTtek HOcTaHaT aBTOHOMHU CbaKTODVI f f b . b d h
o ABTOHOMHY haKTOpH, HETO actors of net-basis, contributed to the
*MO3UTMBHA NPOMEHA: Kpenpare NMMKBUAHOCT, HeraTMBHa NpoMeHa: reduction of the ||qU|d|ty of the banklng
”V‘I’;:jg_yaas*;gg”“”ﬂ”w- system, mainly as a result of the foreign
currency interventions and transactions in the
state.

14 Data refer to non-government deposits in banks and savings houses, funds of other financial institutions on the accounts with the National Bank
and funds of local government authorities on the accounts with the National Bank. The data are consistent with the methodological changes of 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.
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MONETARY SECTOR

Total Deposits
(contributions in p.p., monthly changes) Total dEPOSitS 15 in the financial system
in December realized monthly growth of
2.5%o, partially as a result of the influence of
certain seasonal factors, such as wage
payments, regressons and pensions of
‘ households in anticipation of the New Year
| holidays, supplemented by payments from

029 20t 2020 the state to deal with the energy crisis and
1 Other institutions Deposits mEnterprises’ Deposits subsidies to support farmers. Observed by
uHousehs)Ids‘ Deposits _ lDem_and Deposits ) Sector, the increase in total dep05it5 is

14 Domestic Currency Deposits H Foreign Currency Deposits . . rn . .
@ Deposits, monthly changes, in % @Deposits, monthly changes, in % prlmanly a reSU|t Of the pOSltlve ContrlbUtlon
(contributions in p.p., annual changes) of corporate deposits, amid moderate growth
20 - of household deposits. According to the
o currency structure, the monthly growth of
2] total deposits is a result of the simultaneous

_5 4

increase in demand deposits) and foreign
currency deposits. In the fourth quarter of

% growth of denar (entirely as a result of the
|
|

wother sttt et | o Smecsiion by curency 2021, total deposits registered an increase,
W Foreign Currency Deposits mDemand Deposits which is moderately higher compared to the
sEnterprise Deposits Household Deposits forecasted increase for the fourth quarter of
@ Deposits, monthly/annual changes, in % @Deposits, annual changes, in % the year_

* 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 institutions and local
government at the National bank.

Source: NBRNM. In December, the annual growth rate of
total deposits was 7.5%, exceeding the
annual growth forecasted for the end of

Household Deposits the fourth quarter of_2021 ((_)f 7_.1%_).
(contributions in p.p., monthly changes) Observed by sector, the increase is prlmarlly

a result of household deposits, amid annual

growth of corporate deposits. Analyzing the

currency, the growth mostly reflects the

foreign currency deposits, amid solid growth
2 ‘:‘H HEE>soE XXy =‘H Hos>oEE XXy :\ of denar deposits (including demand
- = ™ > * deposits).
¢02¢ 2021 \ 2021 \

\ \ 2021 \ \ 2021 \
| O et | Composition by currency In the December household deposits
D tic Cl H hold D it H H H
il registered a monthly decline, partially
mLong-term Household Deposits influenced by seasonal factors. The
u Short-term Household Deposits . R
Source: NBRNM. ©@Household Deposits, monthly/annual changes, in % acceleratlon Of the monthly grOWth IS

primarily a result of the increase of the
deposit money, which is characteristic for the

15 Data refer to non-government deposits in banks and savings houses, funds of other financial institutions on the accounts with the National Bank
and funds of local government authorities on the accounts with the National Bank. The data are consistent with the methodological changes of 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.
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MONETARY SECTOR

Denar Deposits of Households/ Total Deposits

of Households last month of the year. Consequently, denar

60 - (share, in %) . deposits (including demand deposits) made
Qg the largest contribution to the growth of total
s |TO OO 000-0-0000009000004 3, deposits, and a positive, but smaller
o contribution was also made by foreign
. T v Sy ) E currency deposits. An additional contribution
2 _" g to the growth was also made by short-term
1 deposits, amid almost unchanged long-term
20 ™ o deposits.
TEEZ>SEEXXRETSEZ>SEEX*RE The annual increase in household
2020 | 2021 | deposits in December was 7. 1%.
60 - (share, in %) 53,6 52,9
49,7
50 -
w0 /"“ﬁ\: ———a 365 'ghe sgadre oft )dentz:art Idﬁpositﬁ | éigcludirlcg
Q. . \ emand deposits) in total household deposits
0 S e 3\3%3?1 at the end of December was 49.7% (49. 6%
" in the previous month).

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
e=p=m Share of total household deposits (with demand deposits)

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

* Includes deposites at Banks and Saving Houses The money supply, exPressed through
Source: NBRNM. the broadest monetary aggregate M4,
also experienced accelerated monthly
growth in December, of 2.6%, which is
mostly due to the growth of deposit money,

Broad Money M4 with a positive but lower contribution of
(contributions in p.p., monthly changes)

short-term deposits and cash in circulation.
Observed by currency, the fall of total broad
money solely results from the decrease in
denar deposits (including demand deposits),
amid moderate growth of foreign currency
%> % gl deposits. December, broad money

| increased by 7.0% annually, amid
forecasted annual growth of 6.8% for
the fourth quarter of 2021.

VIII

| 2021 |

| 2021

14 CC Outside Depository Corporations
4 Demand Deposits
# Total Short-term Deposits
# Total Denar Deposits
Source: NBRNM.
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Share of Denar M4 in total M4

70 (end of month data, in %)
At the end of December, the denar share in
total broad money M4 was 61.3% (63.9% in

the previous month).
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Source: NBRNM.

Total loans
‘3‘: (contributions in p.p., monthly changes) In December, the monthly growth of
2 the total loans approved by the private
1 sector banks accelerated, partialy as a
0 result of the influence of seasonal
17 factors and in conditions of further
j ] adjustable nature of the monetary
5‘” REZE>SEERXR 5@” REZE>SEERXR 5‘ policy, upgraded by the state package
2020 2021 2020 2021 . of measures to support lending activity.
Namely, the total credits are higher by 1.7%
Lo on monthly basis, which almost entirely
1‘1‘ ] (contributions in E,': annual changes) .« arises from the crediting of the enterprises.

] P ~>  Analyzing currency structure, the growth

s jili i 49 | mostly results from loans in domestic
I [ I I I ﬂ i ” currency, amid a slower positive contribution

1 Q - " of foreign currency loans. Total loans in the
period October - December experienced

NSO OO > > OIIHO NI T LNON OO >SS . .
Sesissascoss BEAEECalie S sassascs BEaNEEs x% moderately higher growth than the projected
2021 2021  quarterly growth for the fourth quarter of the
Composition by sector Composition by currency year
Foreign Currency Loans 4 Domestic Currency Loans
M Enterprise Loans 4 Household Loans

@Loans, monthly/annual changes, in % @Loans, annual changes, in %
Source: NBRNM.
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In December the annual growth rate of

" _ Household Loans* total loans equals 8.3% and is currently
(contributions in annual changes, in p.p.) within the forecasted growth rate of

7.1% for the fourth quarter of 2021,
according to the October forecast.
Observed by sector, the growth equally
results from the corporate and household
Sl g s sgxxxg~Ezz>s5g < loans. Regarding the currency structure, the
credit growth is primarily a result of the

VIII
IX
XI

XII

I
V.
V.
VIII

2020 2021 . . . . .
increase in loans in domestic currency, amid
uLending for house purchase growth of foreign currency loans (including
® Consumer Loans .
® Credit Cards and Overdrafts denar loans with currency clause).

M Auto Loans
H Other Loans
©@Household Loans, monthly/annual changes, in %

20 - (contributions in p.p., annual changes)

The annual growth of household loans!®
was 7.9% in December, and was still
largely driven by housing loans with a solid
positive contribution of consumer loans.

-2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

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

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

o The share doubtful and contested
15:000 (el (o] 1o fa P <o claims in total loans in December was
S casasbaeaidaiiimlEEE ¢ 3.2% and it was decreased by 0.2 pp.

10.000 ol [o] o] 0] [o] (o] [o}

on a monthly basis. In terms of the sector
structure, most of the total amount of non-
performing loans still results from the
“corporate sector”, while the share of non-
performing loans of the “household” sector is
significantly lower.

5.000

30.000 -

20.000 H

10.000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

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

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

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

16 without credits to self-employed persons with personal labor.
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Total credits/total deposits
(monthly data, in %)

85 ©
- N
v - L R
82 |uz el i il i L O L L L R s ® 8  The indicator for the utilization of
“1'I°I” | banks’ deposit potential for lending to
& the private sector in Decemeber equals
6 81.2%, and is so far above the forecasted
value of this indicator for the end of the
23 fourth quarter of 2021 (80.6%), according to
the October forecast.
[ = S>S>gHaEXgEreEa>>ga X2y o
SERTSEERTXRE T RS TSEERTXE s
x
2020 2021
(annual data, in %)
93
90
87
84 81,4 gg g 81,2
81
78

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Source: NBRNM.

Total deposits interest rates
! (monthy data, in percentages) 3 In December 2021, there were no
> monthly changes in the interest rates
;. on total deposits'’, whereby the spread
M o between the interest rates on denar and
foreign  currency  deposits  remained

0E““E2>S§§5XQEE“=EZ>;§§5X§E 1 unchanged compared to the previous month
2021 2021 (0.6 p.p.). For newly received total
Total deposis Newly received deposits deposits!8, the interest range rate narrowed
8 (end of year data, in percentages) s to 0.1 p.p., in conditions of reduced denar
6 i ¢ interest rate by 0.3 p.p. and unchanged
\ \ foreign currency interest rate compared to
the previous month.
2 2
0 et A=
e :otal deposw: D l:;wlr; rec:ive: de:os:; nee
Lt Interest rate spread =@ Interest rate of denar deposits

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

17 Data on interest rates are in accordance with the methodological changes of 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.

18Regarding the interest rates on newly received deposits, it should be borne in mind that they are characterized by variable movements. The variability
of interest rates on newly received deposits arises from the fact that they are conditioned by the volume of newly received deposits (which can change
from month to month) and their interest rate.
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MONETARY SECTOR

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

2 1,6 2
6[
91
o,
=%!_I%’ 2{1 0
, Interest rates on household deposits
THEZ>SEEEXRY also registered no monthly changes,
Joob 2021 Jooh ~ whereby the spread between the interest
rates on denar and foreign currency deposits
. . . is still 0.7 p.p. The interest range rate on
) (end of year data, in percentages) . the newly received household deposits
) \ equaled 0.1 p.p, amid a decrease in the
Denar interest rate by 0.6 p.p. and growth of
2 > the foreign currency interest rate by 0.1 p.p.
’ SoNmMTmeN®ag LoD NNTLNONT gy °
SESSE8SE8E88E888E8888888¢88¢8¢8¢8
Total deposits Newly received deposits
L Interest rate spread
—@—Interest rate of denar deposits
==@==Interest rate of foreign currency deposits
Source: NBRNM.
Total loans interest rates
(monthly data, in percentages)
9 9
5 0-0-0-00-00000% 04 454543 6
3 @ —0—0—0—0—00—0-0—0—0—q 3
3,63,535 3,4 3,432
0 0
XII T II III' IV V VIVINVIIIX X XIXIIXII I II III IV V VIVIIVIIIIX X XI XII In December, the interest rates on total
402 2021 402 2021 household and corporate loans
registered no changes compared to the
(end of year data, in percentages) previous month and amounted to 5.2% and
9 9 3.5%, respectively. Interest rates on
6 ¢ newly approved corporate and
3 ; household loans'® remained unchanged
0 o compared to the previous month and remains
Total loans Newly approved loans

—@—Interest rate of denar loans

—@— Interest rate of foreign currency loans

Source: NBRNM.

19Regarding the interest rates on newly approved loans, it should be borne in mind that they are characterized by variable movements. The variability
of interest rates on newly approved loans stems from the fact that they are conditioned by the volume of newly approved loans (which can change

from month to month) and their interest rate.
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FISCAL SECTOR

Budget revenues and expenditures In the Budget of the Republic of North
25 | 244 Macedonia (central budget and budgets of

funds), in December 2021, total budget
revenues increased by 8%, while budget
expenditures decreased by 10.4%,

-10,4

. respectively, on an annual basis. The growth
XII XII XII XII of revenues Incomes mostly results from the

2020 2021 2020 2021 higher inflows in the Incomes contributions, other

Budget revenues Budget Expenditures revenues and non-tax revenues (with contributions

of 3.7 percentage points, 3.5 percentage points
and 2.7 percentage points, respectively), while
other lower revenues®® make a negative
contribution of 1.2 percentage points.). Thus, tax
revenues in December were higher by 6.2% on an

il b o @nNnual basis and mostly due to higher inflows from

Budget revenues ! Budget Expenditures VAT and personal income tax. The reduction of

eonmbwtons e s budget expenditures in December 2021 is

ion tax revenues uCurrent expendiures entirely due to current expenditures ( most of the
=Annual change of the budget revenues, in % =Annual change of the budget expenditures, in % . . .

Source: Ministry of finance and NBRNM" s calculations. tranSferS, malnly due tO the hlgh COmparISOI'l base

from the same month last year, when funds related
to pandemic mitigation measures were paid ), with
Taxes and current expenditures a positive contribution to capital expenditures.

(contirbutions in annual change, in p.p.)
39,3

45
3] : ‘
5 e | — In 2021, total budget revenues and expenditures
%g ; ’ I’ went up by 15.3% u 5.7%, respectively, compared
i | i | xt | i " to the same period last year. Higher tax revenues
2020 | 2021 } 2020 | 2021 } have the largest contribution to the growth of
Taxes Current expenditures

budget revenues n. On the other hand, total
budget expenditures increased by 2%, mainly due
to the higher capital expenditures amid a smaller
positive contribution of current expenditures.

ﬂﬂﬂﬂﬂﬂﬂﬂﬂ

ﬁﬁﬁﬁﬁﬁﬁﬁﬁ

20
20
20
20
20
20
20
20
20
2020
= 2000
w2021

=]
=

Taxes ‘ Current expenditures ‘
alnterest payments

u Other taxes uTransfers

aImport duties

B Goods and services Wages and allowances

Profit tax aExcises

aVAT aPersonal income tax

«Annual change of the taxes, in % wAnnual change of the current expenditure, in %
Source: Ministry of finance and NBRNM ' s calculations.

20 Other revenues include capital revenues, donations from abroad and revenues from recovered loans.
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Budget implementation, per categories
(central budget and funds), in percentage of the annual plan*
982 1020 4021 95,7 97,9

Compared to the Budget Revision?! for 2021, the

753 — budget revenues and expenditures during 2021
amounted to 98.2% and 95.7%, respectively. The
budget deficit in the amount of Denar 38,783
million accounts for 83.9% of the deficit planned
for 2021.

I-XII 2021
I-XII 2021
I-XII 2021
I-XII 2021
I-XII 2021
I-XII 2021
I-XII 2021
I-XII 2021

Total Tax Contributions Other Total Current Capital Budget

revenues revenues non-tax  expenditures expenditures expenditures  balance
revenues

Revenues Expenditures Deficit

*for 2021, figures are calculated compared to the realocation of the Budget made in December.
Source: Ministry of Finance and NBRNM's calculations.

Financing of the budget balance
(in millions of denars) - 10

N
40.000 -

F5
0 , I Financing the realized budget deficit during 2021

iggzg =53 s (38,783 million denars or 5.3% of GDP?) Bo
60,000 | 3'_‘::867 -38.783 " LenocT bele peannsmpaHo El3pe|<y 3a/10/KyBatbe
1-XI1 2020 | IXII 2021 Ha ApXaBaTa Ha cTpaHcknoT® and the domestic
2020 | 2021 market, with part of the inflows being retained as

B mancnd, et government deposits with the National Bank.

i External financing, net

® Other inflows

L1Other outfows

u Change in deposits*

@ Budget balance

=Budget balance, as % of nominal GDP (r.s.)

10
60.000 -
40.000 - 5
20.000 -

0 4 0
-20.000 - -6,4 | 5
-40.000 - -8,2 ==
-60.000 - ) 326'45- 30 10

‘ ‘ ? reglocati n
2010 ‘ 2011 ‘ 2012 ‘ 2013 ‘ 2014 ‘ 2015 ‘ 2016‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020 ‘ 2021 ‘
@ Other inflows ® Domestic financing, net
uExternal financing, net uChange in deposits*
=Budget balance =Budget balance, as % of nominal GDP (r.s.)
* Positive change: deposits withdrawal; negative change:deposits accumulation.
Source: MoF.

21 On December 9, 2021, a decision was adopted for redistribution of funds between the budget users of the central government and between the
funds ("Official Gazette of RNM" No. 273 of 28.7.2018).

22 The analysis uses the National Bank’s October forecasts for the nominal GDP for 2021.

23 3The government borrowing on the foreign market was mostly due to the eight Eurobond issued in the beginning of March 2021 in the amount of
Euro 700 million and withdrawal of the second tranche of the EU macro financial assistance in the beginning of June 2021 in the amount of euro 80
million. out of total Euro 160 million micro financial assistance from the EU to overcome the crisis caused by the coronavirus, as well as the use of
the new Special Drawing Rights (SDRs) to finance budget expenditures and debt repayments of the Republic of Northern Macedonia, which the
International Monetary Fund (IMF) granted to the country on August 23, 2021, in the amount of about 133 million, or about 161 million euros.
Moreover, in July 2021 the government repaid the Eurobond issued in 2014 in the amount of Euro 500 million.
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Government securities

(changes, in million of denars) §
30.000 - — 1 GC without FX clause ]
B GC with FX clause ]
20.000 - =GS -total B o
©
10.000 - =, 2

-10.000 -
-

|xu |txa| 1|
2010|2011/2012|2013 2014 2015|2016|2017|2018|2019| 2020|2021/ 2021 | 2022

(stocks, in millions of denars)

150.000 -
120.000 -
90.000 -
60.000 -
30.000 -
0 - 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
Source: MoF.
Government securities auctions
in million of denars
5.000 @maturiy  ®msupply wdemand  mrealisation
. ii I NN il
1.22 1.22 1.22
T-bills T-bonds Government securities,

total

Source: Ministry of finance.

Interest rates of T-Securities in percent

@ T-bills with FX clause
@T-bills without FX clause

34 2,%2,52,52,52,52,52,52,52,52,52,5%46
@
2 I,GQQOSQ,SQ,?QQS 2,2
1'30 91’20 1,6
1 0000050000708 00

ﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ

2021
2021
2021
2021
2021
2021
2021
2021
2021
2021
2021
2021
2022

Source: Ministry of Finance

In January 2022, the stock of issued
government securities” in the primary
market increased on a monthly basis by Denar
1,663 million and at the end of the month
amounted to Denar 147,972 million. The increase
is due to the growth), 1 twelve-month treasury bills
and fifteen-year government bonds (without
currency clause).

The new issues of government securities in
September 2022 were with twelve-month and
fifteen maturity Clause, whereby the market
participants’ interest was the same with the offered
amount. In January 2022 the previously issued
twelve-month treasury bills and the three-year
government bonds fell due (without currency
clause).

At the regular auction in January, the Ministry of
Finance reduced the interest rates on the newly
issued twelve-month treasury bills without
currency clause (from 0.7% in December 2021 to
0.6% in January 2022) and with a currency clause
(from 0.5% in December 2021 to 0.4% in January
2022). The interest rate on three-year government
bonds without currency clause also decreased
(from 1.3% in December 2021 to 0.9% in January
2022), while the interest rate on fifteen-year
government bonds without currency clause
increased minimally (from 2.5% in November 2021
to 2.6% in January 2022).

24 The Budget plans a net domestic borrowing (continuous government securities) of the government of Denar 22,035 million for 2022, i.e. increase

in the stock of government securities to Denar 168,344 million.
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FISCAL SECTOR

At the end of the third quarter of 2021,
public debt?* equaled 60.4% of GDP2¢, which
is lower by 1.6 percentage points compared to the
previous quarter. This change results from internal
public debt, which increased by 1 percentage
points and equaled 20.9% of GDP at the end of the
quarter, without any major change in external
public debt (fall of 0.5 percentage points) which
equals 39.5% of GDP. Total government debt in
the second quarter of the year increased by 0.8
percentage points compared to the end of the
previous quarter and accounted for 51.4% of GDP,
& while the debt of public enterprises (guaranteed

Public debt
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193 ® 625
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| 20,9 ® 60,4

42,5
43,2

39,0

39,5

2021 | and non-guaranteed)?’” equaled 8.9% of GDP at
® External public debt 4 Domestic public debt #Total public debt the end of the quarter. Compared to the end of
Source: NBRNM's calculations based on data from the Ministry of Finance. 2020, the total public debt is lower by 0.6 p.p,

which in conditions of small growth of the internal
public debt, results from the reduction of the
external public debt (by 1.2 p.p) .

2 The public debt is defined under the Law on Public Debt (Official Gazette of the RM No. 62/2005, 88/2008, 35/2011, 139/2014 and 98/2019) as
the sum of government debt and public debt established by the state or municipalities, municipalities within the City of Skopje and the City of Skopje,
and companies that are entirely or predominantly owned by the state or by the municipalities, the municipalities within the City of Skopje and the
City of Skopje.

2 The analysis uses the National Bank’s October forecasts for the nominal GDP for 2021.

2’According to the amendments to the Law on Public Debt from May 2019, the non-guaranteed debt of public companies and joint stock companies
established by the state or municipalities, municipalities within the City of Skopje and the City of Skopje is calculated in public debt (Official Gazette
of the Republic of Macedonia No. 62/2005, 88/2008, 35/2011, 139/2014 and 98/2019).
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Annex 1: Indicative private consumption and gross investment categories

INDICATIVE VARIABLES FOR PRIVATE CONSUMPTION

2018 2019 2020 2021
Q1 Q2 Q3 Q4 Q1 Q2 Q@3 Q4 Q1 Q2 Q3 4 (01 02 Q3 Q4 |Oct. Nov. Dec.
real annual growth rates in %
Retail trade* 58 89 9,4 05|76 88 120 138 | 1,0 -186 -157 -155|-1,3 183 139 100|108 133 64
VAT revenues* 39 6,5 7,5 6,9 35 14 75 6,6 1,8 -200 -108 42|29 366 21,1 206(169 265 19,1
Imports of consumption goods* 8,0 2,6 3,0 11,01 28 59 97 49 68 -125 -3,7 96| 32 261 11,4 138|158 16,1 9,9
Domestic production of consumption goods 61 -10 -01 56|05 -10 24 -20])|-05 -224 -93 -12,1|-48 228 -26 51| 1,3 166 -1,8
Counsumer credits* 7,7 82 8,5 9,3 82 96 93 101|697 63 62 45|47 57 40 32|35 32 32
Average net wage* 34 47 39 54 22 24 35 42 (100 46 70 47|20 57 1,1 - 04 08 -
Private net transfers* 56 92 4,3 21 1-24 49 55 20 |-25 -40,0 -365 -11,3| 86 69,1 578 - - - -
Pensions* 2,1 34 2,6 4,4 41 22 39 2,1 57 62 53 54123 03 00 -18]-02 -27 -23
* 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 2021
Q1 Q2 Q3 oY Q1 Q2 Q3 o] Q1 Q2 Q3 [0} Q1 Q2 Q3 Q4 | Oct. Nov. Dec.
real annual growth rates in %, except for FDI in million denars

Imports od capital goods* 191 202 105 11,6 2,0 48 12,7 6,7 09 -346  -3,0 43 8,9 64,3 65 47| 06 181 -31
Completed construction works** 39,6 09 -10,0 14,6 15,1 -3,3 3,0 5,3 6,3 -5,1 3,0 2,3 -1,1 96 -108 - | -54 -357| -
Domestic production of capital goods 193 242 160 57 12,3 -2,9 10,7 71 .57  -460  -9,0 1,0 4132 493 -27,7 -22,3|-33,1 -12,9(-20,5
Government investments* -650 -39,5 -10,7 -34,1 | -11,1 62,7 263 665 | 23,8 -344 260 -20,7 | 94,2 3,7 56,2 28,3 |1559 553 | 4,5
Direct Investments*** 8572,0 5779,6 3761,2 8336,9|-11081,9 -2571,9 5347,7 -6986,1|3959,7 -2322,3 -5612,6 -9061,0 | -8494,0 12928,4 1413,7 - - - -
Long term credits to enterprises* 2,0 4,7 6,6 59 4,9 4,8 2,6 6,4 4,1 8,2 11,5 58 7,3 2,5 0,7 3,9 2,6 25 | 39

* 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: 2020=100).
Source: State Statistical Office, Ministry of Finance and NBRNM calculations.
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