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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 (July - August 2023) and to make a comparison with the latest macroeconomic
forecasts (April 2023). 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 estimates for the future growth of the global economy are similar to the
previous ones, with the risks remaining downward and mainly related to the perseverance of
the high inflation and to the possible stronger interest rate growth, and adverse effects on both
indebtedness and financial stability. The other risks are related to the war in Ukraine, heightened
geopolitical tensions and trade limitations, as well as climate changes.

Analyzed by quantitative indicators of the external environment significant for the
Macedonian economy for the period 2023-2024, the estimated growth of the foreign
effective demand has been revised downwards in relation to the April forecast, due to the worsened
expectations for 2024, while the forecast for the foreign effective inflation has been corrected
upwards, primarily for 2023. Depreciation of the US dollar against the euro is still expected, with the
world prices of primary commodities been revised mostly downwards, towards a greater
decrease. The movements and the assessments of the prices of primary commodities remain
extremely volatile and strongly influenced by the developments related to the war in Ukraine, which
creates great uncertainty about their future dynamics and effects on the global and domestic
economy.

Regarding the assessments of the ECB's future monetary policy, the latest forecasts for the
foreign interest rate EURIBOR with a maturity of one month for 2023 and 2024 have been revised
upwards, according to the expectations for an increase in the ECB policy rates. Thus, at the September
meeting, the ECB made a decision to increase interest rates by 0.25 percentage points, in accordance
with the assessments of keeping inflation above the target level for a longer time. Namely, according
to the latest ECB forecasts, the inflation rate in 2023 is expected to be 5.6%, followed by its slowdown
to 3.2% and 2.1% in 2024 and 2025, respectively, which is an upward revision for 2023 and 2024,
and a down revision for 2025 compared to June!. In terms of economic growth forecast, they have
been revised downwards, with growth of 0.7%, 1.0% and 1.5% being expected in 2023, 2024 and
2025, respectively.?

The latest indicators of the domestic economy suggest macroeconomic landscape
mainly in line with the April forecasts, although certain segments register deviations. In
the second quarter of 2023, real GDP growth decelerated to 1.1% on an annual basis (after growth
of 2.1% in the previous quarter), which is close to the growth forecasted for this quarter according
to the April forecast round. Analyzing by components, the growth results from the net exports,
coupled with private consumption, which gradually decelerates. On a quarterly basis, the GDP
registered minimal real increase of 0.2% (according to the seasonally adjusted data of the SSO). The
currently available high frequency data for the third quarter of 2023 are insufficient to have an overall
view of the situation. For now, the data for July show small negative movements in industrial output,
as well as a moderate deepening of the real decline in the total trade turnover. Regarding the
changes in consumer prices, in August 2023 the annual inflation rate continued to slow

! The June inflation forecast equaled 5.4%, 3.0% and 2.2% for 2023, 2024 and 2025, respectively.
2 The June forecasts envisaged economic growth of 0.9% in 2023, and 1.5% in 2024 and 2025, respectively
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down and it reduced to 8.3% (8.4% in the previous month), which exceeds estimates in the
April forecast round, as a result of the deviation in food prices. The annual inflation rate is still mainly
driven by the food component, which has the largest contribution, with the basic component also
making a significant contribution.

On the other hand, the inflation spread in the euro area kept decreasing in July, with the
domestic inflation registering more pronounced slowdown relative to the Euro area. In addition, also
the revisions in terms of the expected movements in the external input assumptions about the
inflation forecast are mainly in a downward direction. However, there is still uncertainty on the
markets arising from the future dynamics of primary products prices as a result of the war in Ukraine,
which does not subside.

The analysis of foreign reserves adequacy indicators shows that they remain in the
safe zone. Regarding the latest available data from the external sector, the trade deficit in July 2023
is currently lower than expected in the April forecast, but the assessment period is too short to draw
more precise conclusions. Currency exchange operations as of August 2023 indicate higher net inflows
from private transfers, compared to the April forecast. The performance on the balance of payments
in the second quarter of 2023 indicate lower current account deficit, in conditions of simultaneously
lower net financial inflows than expected in April forecast.

Regarding the developments in the monetary sector, the total deposits in July 2023
increased by 11.2%, annually, amid forecasted annual growth for the third quarter of 7.4% in line
with the April forecast. In July 2023, the growth of the total loans of the private sector decelerated
to 5.8%, matching the growth forecast for the third quarter of 5.7% according to the April forecast.
Survey data on the lending activity for the second quarter of 2023 point to a certain tightening of the
conditions in terms of credit supply in both sectors, while demand remained small. At the same time,
the number of newly approved loans has decreased. Namely, the amount of total new loans approved
to the private sector in the last 12 months is lower, on average, on an annual basis, which is more
pronounced in lending to the corporate sector, which is expected, due to the increased liquidity needs
of the companies in the first half of last year owing to the energy crisis and increase in inventory.

In the period from January to July 2023, the Budget of the Republic of North Macedonia
registered a deficit of Denar 27,033 million. Most of the budget deficit is financed by government
borrowing on the foreign and domestic market, as well as by government deposits with the National
Bank. The budget deficit for the period January - July 2023 accounts for 63.2% of the budget deficit
forecast for 2023.

The latest available data on the key macroeconomic indicators suggest the need
for further caution in conducting policies, especially pronounced as a result of the
domestic inflation. Namely, domestic inflation in August 2023 kept decelerating on an annual basis,
but the deceleration dynamics slowed down, so it is still relatively high, which also affects inflation
expectations. In the conditions of a more significant downward adjustment in the prices of primary
commodities on the stock markets, primarily of food, the transmission of the world to domestic prices
is slow and less intensive. Although they are expected to decline further, the uncertainty arising from
the future dynamics of commodity prices in markets is still present due to the war in Ukraine. In the
second quarter of 2023, economic growth has slowed, and the GDP growth rate is close to
expectations. The available high frequency data for the third quarter of the year are limited and
insufficient to provide more precise perceptions. Foreign reserves remain at the appropriate level,
amid favorable developments on the foreign exchange market and further high inflow of foreign
currency on the currency exchange market. In the monetary sector, according to the latest data, the
deposit growth further goes beyond the expectations, while the credit growth decelerates in line with
the April forecast for the third quarter of the year.
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Stabilized current account balance in the first half of 2023 - gradual stabilization after the
global price shocks in 2022.

For a small and open economy such as our economy, the global shocks mean fast spillover in several
segments of the economy, which is especially evident in 2022. The combination of shocks, high energy
and food prices and the specific characteristics of our economy, such as high energy dependence,
created significant import pressures and a high trade and current account deficit in the first six months
of last year (4.8% of GDP). The gradual stabilization of world import prices and generally increased
confidence influenced towards normalization of the current account. The latest performance for the
first half of 2023 indicate a balanced position, i.e. a small deficit of 0.1% of GDP. Lower energy prices,
as well as reduced domestic demand for energy imports, led to a significant downward correction of
the import component, which, in conditions of still solid export performance, led to a significant
narrowing of the trade deficit (by 5.2 p.p. of GDP) compared to the first half of 2022. Favorable
movements in foreign trade were followed by better performance in secondary income in the first half
of 2023, compared to the same period of the previous year.
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Selected economic indicators’* 2019 | 2020 2021 2022 2023
2016 2017 2018 2019 2020 2021 Jan. Feb. Mar. Q1 Apr. May Jun. Q2 Jul. Aug. Sept. Q3 Oct. Nov. Dec. Q4 2022 Jan. Feb. March Q1 April May June Q2 July August
L Real sector indicators
Gross domestic product (real growth rate, y-o-y) /* 2.8 11 29 3.9 -47 3.9 22 4.0 2.0 0.6 21 21 11
Industrial production *
y-0y 3.4 0.2 5.4 3.7 -9.5 14 0.7 6.2 3.2 S -3.8 8.6 -0.2 13 -5.0 0.2 -0.5 -1.8 -5.2 -3.7 -1.3 = -0.2 -2.3 1.0 1.2 0.1 -1.6 6.1 37 2.7 -1.8
cumulative average 34 0.2 5.4 37 9.5 1.4 0.7 36 3.4 35 15 2.9 23 23 12 11 0.9 0.9 03 0.1 -0.2 0.2 0.2 23 05 01 0.1 -0.3 1.0 15 15 1.0
Inflation /*
CPI Inflation (y-0-y)"* -0.2 24 0.9 0.4 23 4.9 6.7 7.6 8.8 77 | 105 119 145 | 123 | 160 168 18.7 172 | 198 195 18.7 19.3 187 171 167 147 | 161 13.0 113 9.3 1.2 8.4 8.3
CPI Inflation (cumulative average) 0.2 1.4 15 08 12 3.2 6.7 7.1 7.7 7.7 8.4 91 100 | 100 | 109 116 12.4 124 | 132 13.8 14.2 14.2 14.2 171 169 161 | 16.1 153 14.5 136 136 | 128 122
Core inflation (cumulative average) 13 23 15 05 0.9 24 26 33 38 38 43 4.8 5.2 5.2 55 5.8 6.2 6.2 6.5 6.8 7.1 7.1 7.1 108 106 102 | 102 10.2 9.9 9.6 96 9.3 9.0
Core inflation (y-0-y) * 1.0 2.8 14 -0.3 1.9 2.9 2.6 3.9 4.9 3.8 5.8 6.6 7.3 6.6 7.3 8.1 8.9 8.1 9.2 9.8 10.8 9.9 10.8 10.8 10.4 9.5 10.2 10.1 8.9 8.2 9.1 7.4 7.1
Labor force
Unemployment rate / 23.7 224 20.7 17.3 16.4 15.7 14.7 14.5 14.3 14.0 14.4 133 13.1
IL Fiscal Indicators(]
(Central Budget and Budgets of Funds)
Total budget revenues 169,356 | 179,673 | 188,505 | 203,822 | 189,554 (218,021 16,761 18,844 21,501 [ 57,106 | 21,745 16,890 20,572 | 59,207 | 21,225 19,308 21,739 | 62,272 | 21,838 18,958 23,704 | 64,500 | 243,085 |19,277 18,756 28,005 | 66,038 | 21,210 22,349 21,656 | 65,215 | 22,715
Total budget expenditures 185,407 | 196,561 | 200,071 | 217,445 | 243,421 |256,906( 20,220 22,241 21,316 | 63,777 | 19,753 20,647 22,483 | 62,883 | 21,051 20,264 26,694 | 68,009 | 22,108 26,456 35363 | 83,927 | 278,596 |20,690 23,009 25,857 | 69,556 | 30,186 24,868 30,214 | 85,268 | 26,177
Overall balance (cash) -16,051 -16,888 -11,566 | -13,623 | -53,867 |-38,885| -3,459  -3,397 185 -6,671 | 1,992 -3,757 -1,911 | -3,676 174 -956 -4,955 | -5,737 =270 -7,498 -11,659 -19,427 -35,511 |[-1,413 -4,253 2,148 | -3,518 -8,976 -2,519 -8,558 | -20,053 | -3,462
Overall balance (in % of GDP)"* 2.7 2.7 -1.8 -2.0 -8.0 -5.4 -0.4 -0.4 0.0 -0.8 0.3 -0.5 -0.2 -0.5 0.0 -0.1 -0.6 -0.7 0.0 -0.9 -1.5 2 -4.5 -0.2 -0.5 0.2 -0.4 -1.0 -03 -1.0 23 -0.4
1L Financial indicators /°®
Broad money (M4), y-o-y growth rate 6.2 5.1 11.8 9.3 6.9 7.0 6.5 5.3 28 28 | 30 18 14 14 1.9 13 29 29 3.5 4.6 5.1 5.1 5.1 45 57 69 6.9 8.6 10.5 11.4 114 | 106
Total credits, y-o-y growth rate -0.1 5.4 7.3 6.0 a7 8.3 8.4 8.9 9.8 98 | 100 99 100 | 100 | 9.7 9.7 9.9 9.9 10.1 9.6 9.4 9.4 9.4 85 77 66 6.6 6.3 6.5 6.5 6.5 5.8
Total credits - households 7.0 9.2 103 10.5 8.0 7.8 7.8 7.8 7.9 7.9 7.8 8.0 7.7 7.7 7.6 7.7 7.6 7.6 7.5 7.5 7.3 7.3 7.3 74 72 6.8 6.8 6.7 6.5 6.4 6.4 6.4
Total credits - enterprises 5.3 23 4.5 19 11 8.7 9.0 10.0 19 [ 119 | 123 119 124 | 124 | 121 119 126 126 | 129 12.1 115 115 115 9.7 82 6.2 6.2 5.9 6.5 6.5 6.5 5.0
Total deposits (incl. demand deposits), y-o-y growth rate/” 6.1 5.0 121 9.0 5.7 7.5 7.2 5.8 3.2 32 | 34 21 15 15 20 14 3.2 3.2 a1 4.9 4.9 4.9 4.9 45 59 69 6.9 8.7 10.7 11.6 116 | 112
Total deposits - households 2.5 6.1 9.5 7.9 4.6 7.1 6.8 6.0 3.9 3.9 4.6 4.5 5.2 5.2 5.2 4.6 53 53 5.6 53 5.8 58 5.8 5.9 6.3 8.4 8.4 8.3 8.7 8.8 8.8 8.4
Total deposits - enterprises 13.4 21 9.5 14.6 10.1 116 | 115 8.3 3.9 3.9 17 <16 48 | -48 | -29 -3.8 0.4 0.4 15 4.3 37 3.7 3.7 26 57 5.9 5.9 12.0 17.8 19.7 197 | 189
Interest rates /®
Interst rates of CBBills (end of month/quarter/year) 3.75 3.25 2.50 2.25 1.50 1.25 1.25 1.25 1.25 1.25 1.50 1.75 2.00 2.00 2.50 2.50 3.00 3.00 3.50 4.25 4.75 4.75 4.75 4.75 5.25 5.50 5.50 5.50 575 6.00 6.00 6.00 6.15
Lending rates
denar rates 7.0 6.6 6.1 5.6 5.2 4.9 4.6 4.6 4.6 4.6 4.6 4.6 4.6 4.6 4.6 4.7 4.7 4.7 4.7 4.7 4.7 4.7 4.6 51 51 5.2 5.1 5.2 5.2 53 5.2 5.6
f/x rates (aggregated, indl. f/x and denar with f/x dlause) 5.7 53 4.9 46 4.3 4.1 4.0 4.0 4.0 4.0 39 39 39 3.9 4.0 4.0 4.0 4.0 4.1 4.1 4.1 4.1 4.0 49 49 4.9 4.9 4.9 4.9 4.9 4.9 53
Deposit rates
denar rates 25 22 2.0 19 15 12 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 11 1.0 1.1 12 13 12 11 13 14 15 14 16 1.6 1.8 17 19
f/x rates (aggregated, indl. f/x and denar with f/x dlause) 1.0 09 0.8 0.8 06 05 | 04 04 04 04 | 04 04 04 04 04 04 04 04 04 05 06 05 04 06 07 08 0.7 0.9 09 1.0 0.9 11
IV. External sector indicators
Current account balance (millions of EUR) -2525 | -78.3 224 | -334.7 | -318.0 | -366.4 | -26  -254.5 -131.7 | -388.8 | -1653 -68.3 0.4 | -2340 | 766  53.9  -339 | 966 | -55.1 -30.1 -161.0 -246.2 7724 | -129 216  96.2 | 1050 | -91.3 26.0 -51.6 | -116.9
Current account balance (% of GDP) 2.6 -0.8 0.2 -3.0 2.9 3.1 0.0 -2.0 -1.0 -3.0 -1.3 -0.5 0.0 -1.8 0.6 0.4 -0.3 0.7 -0.4 -0.2 -1.2 -1.9 -6.0 -0.1 0.2 0.7 0.7 -0.6 0.2 -0.4 -0.8
Trade balance (; ns of EUR)" -1,786.2 | -1,816.2 | -1,811.4 |-2,007.7 | -1,816.6 |-2715.7 -262.7 -312.3 -324.8 | -899.8 [-404.6 -315.8 -259.6 | -980.0 | -269.4 -350.8 -344.3 | -964.5 | -333.9 -283.8 -363.6 | -981.3 | -3,825.6 |-228.1 -196.1 -209.3 | -633.5 | -195.6 -215.2 -241.9 | -652.6 | -201.1
Trade balance (% og GDP) -18.0 -18.1 -16.9 -17.8 | -167 | -232 | -20 2.4 25 | 70 | 31 24 <20 | 76 | -21 2.7 2.7 7.5 2.6 2.2 2.8 7.6 -29.7 | -1.6 14 -15 | -45 -1.4 -15 -1.7 46 | -14
import (millions of EUR) -6,176.5 | -6,834.9 | -7,676.3 | -8,441.0 | -7,594.5 | -9638.3 | -808.8  -982.7 -1,047.7|-2,839.1|##### ##### -1,000.9|-3,138.2| -939.0 -980.4 -1,104.9 |-3,024.3|-1,108.6 -1,001.2 ~-1,013.8 | -3123.6 |-12,125.2|-849.4 -915.0 -995.2 |-2,759.6| -857.3 -985.1 -935.9 [-2,778.3| -897.1
export (millions of EUR) 43903 | 50187 | 58724 | 64333 | 5777.9 | 6922.6 | 546.0 6703 7229 |1,939.3| 682.7 7342 7413 | 2,1582 | 669.5 629.6  760.6 |2,059.8| 7747  717.4 650.2 21423 | 8,299.6 | 621.4 7189 7859 |2,126.1| 661.7 769.9 694.0 | 2,125.7 | 696.0
rate of growth of import (y-o-y) 6.5 10.7 123 10.0 -10.0 26.9 29.7 316 27.7 29.6 22.0 39.3 23.9 27.9 16.6 21.9 523 29.5 324 14.0 7.4 17.5 258 5.0 -6.9 -5.0 -2.8 -21.2 6.2 -6.5 -11.5 -4.5
rate of growth of export (y-0-y) 7.4 14.3 17.0 9.6 4100 | 198 | 36 23.0 228 | 167 | 107 342 270 | 235 | 140 112 348 199 | 316 16.8 9.7 19.3 19.9 138 7.2 8.7 9.6 -3.1 4.9 6.4 -1.5 4.0
Foreign Direct Investment (millions of EUR) 316.9 179.9 603.7 | 3633 | 1547 | 387.5 | 50.1 8.7 529 | 1117 | 707 615 45 | 1377 | 903 855 6.0 1818 | 733 87.2 78.5 239.0 670.2 | -141 -59.0 -584 | -131.4 | -65.8 -37.8 -1.7 -105.3
External debt
Gross external debt (in milllions of EUR) 7,2166 | 7,3725 | 7,843.7 | 8,154.4 | 8,536.1 | 9576.6 9,980.9 10,361.9 11,096.6 10855.8 | 10855.8 11,079.8
public sector 34453 | 3,461.8 | 3,756.2 | 3,836.6 | 4,301.5 | 4802.0 4,589.7 4,883.6 5,344.0 52055 | 52055 5,395.3
public sector/GDP (in %) 357 34.5 35.1 34.2 40.4 40.9 35.6 37.9 41.4 40.4 40.4 38.0
private sector 3,771.2 | 3,9107 | 4,087.5 | 4,317.8 | 4,234.6 | 4774.6 5,391.2 54783 5,752.6 5650.3 | 5650.3 5,684.5
Gross external debt/GDP (in %) 74.7 734 733 727 803 | 816 774 80.3 86.0 84.2 84.2 78.1
Gross official reserves ( ns of EUR)/*® 2,613.4 | 2,336.3 | 2,867.1 | 3,262.6 | 3,359.8 |3,643.3|3,465.1 3,382.4 3,272.5|3,272.5|3,240.2 3,183.5 3,116.1|3,116.13,196.6 3,285.7 3,753.8 |3,753.8|3,752.6 3,824.3 3,862.9 | 3,862.9 | 3862.9 [3775.6 3900.4 4,159.2(4,159.2| 4,123.7 4,174.7 _ 4,189.7 |4,189.7 3,801.7 3,934.2

/1 In calculating the relative indicators, until 2021 the annual GDP from the official announcement of SSO is used. For 2022, the projected level from NBRNM's last forecasting round is used.

/2The quarterly data for 2021 are preliminary and for 2022 are estimated (Press release for quarterly data on GDP as of 02.03.2023). The annual data for 2020 are final and for 2021 s preliminary data (Announcement for annual data for GOP from 30.09.2022)
/3 The changes of Index of industrial production are according to base year 2015=100.

/4 CPI calculated according to COICOP 2022=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)

17 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.

/11 Labor force data for 2023Q1 are not comparable with the data from the previous quarters of other years, because the SSO in 2023 implemented the new EU Regulation. The implementation of the new regulation caused changes in the survey, starting with changes in the design of the questionnaire, changes in the order of questions, changes and removal of existing and addition of new questions and changes in the scope and definition of employment and unemployment. The mentioned changes caused interruption of the time series of data.C]
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EXTERNAL ENVIRONMENT

Foreign effective demand
(annual changes in %)

150 === April 2023

12.0 -

9.0 - — September 2023 The expectations for the foreign demand
6.0 growth were revised downwards, due to the
3.0 worsened expectations for 2024 (increase of
0.0 1.3%, instead of 1.7%) driven by the smaller
-3.0 growth of the German economy.3

-6.0

9.0

-12.0 -

-15.0 -

Source: Consensus forecasts and NBRNM calculations.

Foreign effective inflation
(annual rates in %)

12.0 -
=== April 2023

10.0 | e September 2023 Upward revisions in foreign effective
inflation, primarily for 2023 (7.5% instead of
6.9%), whereby higher inflation among several of
our import partners is expected.

8.0

6.0

4.0

2.0

0.0

Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3
-2.0 2019 2020 2021 2022 2023 2024

Source: Consensus forecasts and NBRNM clculations.

EUR/USD exchange rate

1.05 -
=== April 2023

Expectations for further depreciation of the US
1.00 | emmm=September 2023

dollar against the euro.
0.95 -

0.90 - =
0.85 -

0.80 -

0.75 —tt—t——t———————————————1
Ql Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3
2019 2020 2021 2022 2023 2024

Source: Consensus forecasts and NBRNM calculations.

3 Forecasted decrease in Germany of 0.3% in 2023 and growth of 0.9% in 2024, respectively, compared to -0.1% and 1.4% in April.
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EXTERNAL ENVIRONMENT

Nickel and copper prices in EUR
(annual changes in %)
===-Nickel - April 2023
100 | = Nickel - September 2023
=== Copper - April 2023
= Copper - September 2023

120 +

80 -
60 -
40 -
20 -
0 -

Q1 Q3 Q1 Q3 Q3
2021 2022 202

-20 2019 2020

-40 -
Source: IMF, World Bank and NBRNM calculations.

Brent oil
(quarterly average, EUR/Barrel)

120 - ] Mainly downward revisions with the
110 | ~ = April 2023 primary commodities prices?, as a reflection
100 | —September 2023 of the expectations for weaker global economic
90 - activities (primarily due to China)...

33 1 ...with the exception of the oil price, due to the
€0 | concerns about a smaller supply than previously
50 expected.

40 -

30 -

20 —+—tttt+—+—t—t—t———+—t—+——F—+—+—++

Ql Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3
2019 2020 2021 2022 2023 2024
Source: IMF, World Bank and NBRNM calculations.

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

100 -+
= ==« \Wheat - April 2023
80 -
— \\/heat -
60 - September 2023

= == Corn - April 2023

1

40

20

Ql Q3 Q1 Q3
2021 2022

-40 -
Source: IMF, World Bank and NBRNM calculations.

4 The analysis of prices of oil, metals and food commaodities, uses various reports of the IMF, World Bank, FAO, OPEC, the ECB and the specialized
international economic portals.
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EXTERNAL ENVIRONMENT

1-month Euribor
(quarterly average, in % )
4.0 -

3.6 | === April 2023
3.2 -
2.8 -
2.4 -
2.0 -
1.6 -
1.2 -
0.8 -
0.4 -
0.0

-0.4 -
-0.8 2019

e September 2023

Upward revisions in the one-month
Euribor, in line with the dynamics of monetary
policy tightening by the ECB.

3 Q1 Q3 Q1 Q3
2023 2024

2020

Source: Consensus forecasts and NBRNM calculations.

a0 ) The global financial stress indicator, which
,:ﬂ k evaluates the financial markets condition, points
mi || to low financial risks®.

2007 2009 2011 2013 2015 2017 2019 021 2023

5 OFR FSI) the index measures systemic financial stress - disturbances in the normal functioning of the financial markets. It is composed of 33 financial
market variables, aggregated into five categories of indicators: credit, capital appreciation, financing, safe/risk-free assets and volatility. The value of
the index on a given day represents a weighted average level of each variable observed in the market on that day, relative to its historical value, with
the index being positive when the stress level is above the average and negative when the stress level is below the average.
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REAL SECTOR

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

21 -
18 - Other (in p.p.) :ﬂ\
s Energy (in p.p.) ; -
15 - s Food (in p.p.) J/
" Total inflation (in %) :7
Total inflation (in %, Apr. 2023 projection) V-4
N
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Source: SSO and NBRNM.

Inflation and volatility of food and energy
(annual growth rates, in %)

21 i
e [ nflation
18 -+ eeeeese Inflation excl. food and energy (core inflation)
i5 = === Food (right axis) [
Energy (regulated prices, right axis) )
P IR J
9 - B
6 | ot 10
! A /:
3 Al \" px b -5
e ey A -' % ..“ wﬁ '.l
,!1" S et~ 12 X B QA LBy Y B
0 k J‘*W\\l J%r 0
-3 - - -5
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o o o i i i i i i i i i i o o [a] o
o O O O O O O O O O O o o o o o o
T TS S S A o T B o O S T o T N A I S T S B

Source: State statistical office and NBRNM calculations.

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

Miscellaneous goods and services

18 1 Restaurants and hotels
Education

mmm—— Recreation and culture

14 - mmmmm Communication

mmmm— Transport

12 | s Health

16

mmmmm Furnishings, HH equip. and maintenance
mmmmm Housing, water, electricity, gas, etc

8 1 mmmmmm Clothing and footwear

mmmmm Alcoholic beverages, tobacco

mmm== Food and non-alcoholic beverages

4 Total Inflation (in %)

= == = Core Inflation (in %)

10 -

Source: SSO and NBRNM.

In August 2023, domestic consumer prices
increased by 1.2% on a monthly basis,
which was mostly due to the increase in food
prices of 0.2% (primarily due to higher prices of
vegetables and dairy products).

In addition, energy prices recorded a
monthly growth of 1.4%, as a result of the
increase in the prices of oil derivatives according
to the movements of the world stock markets.

In August, the Core inflation registered a
growth of 0.5% on a monthly basis, driven by the
seasonal increase in air transport prices.

The annual inflation rate in August was
8.3% (8.4% in the previous month), with
the biggest contribution still being made by the
food component. The growth of the basic
component decreased to 7.1% on an annual
basis (7.4% in the previous month).
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REAL SECTOR

i i i 6
Domestic and eurozone headline inflation spread The mﬂ?tlon sp!'ead n the euro area kept
(in p.p.) decreasing also in July, with more pronounced

10 9.0 slowdown being registered in domestic inflation.
8
6
4
‘ | | 2.2
-2
§E>ExRyE>EERIJE>EXR
N N N
Source: State Statistics Office and Eurostat. Consumer expectations’ are in the direction of
a slight upward movement in prices...
Consumer inflation expectations over next 12
50 months (balance of answers)
40
30
20
10
0
-10
-20
-30
ga;xgagXEZ;XEZSX§ZSX§Z;X§Z;
~N N ~N ~N N N ~N
Source: European Commission. . . .
... the expectations of domestic economic
analysts® are downward and indicate a gradual
Inflation expectations of managers of enterprises slowdown of the annual inflation rate in the next
over the next 3 months period.
90 (balance of answers)
[}
7> Industry [
60 — SerVices
45 Retail
= = = « Construction
30
15
0
s Regarding the expectations of the corporate
NEEXRREXOREXQRE X YR EXAREXQ2E sector’, price growth in manufacturing industry,
N N N N N N N retail trade and construction is expected, as
Source: European Commission. opposed to the decrease expected in services
sector.

6 Based on the harmonized index of consumer prices, the latest published data of which for the country pertain to July.

7 Consumer Confidence Survey of the European Commission for August 2023 based on the question "consumers' expectations about price changes over
the next 12 months".

8 Inflation Expectations Survey and GDP expectations, conducted by NBRNM, June 2023.

° European Commission's business tendency surveys in industry, retail trade, construction and services sector.
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REAL SECTOR

Foreign effective* and domestic prices of food and non- The realized annual inflation rate in August
alcoholic beverages (indices, 2015=100) exceeds the forecasted rate in the April
160 - . .. .
150 Foreign effective prices of food and non-alcoholic beverages forecaStmg round/ as a result of the deviation in
e Domestic prices of food and non-alcoholic beverages the food component.

140 -

130 - The revisions of the expected movements of

the external input assumptions in the
inflation forecasts are mainly in a downward
direction, with the exception of the foreign
effective inflation, which has an upward change,

120 -
110 -
100 -

%0 as well as the oil price for 2024. The uncertainty
801 arising from the future dynamics of primary
70 products prices in markets is still present.

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
1.2021
1.2022
1.2023

* Foreign effective food prices are calculated as weighted sum of HICP food prices in countries
that are major trade partners of North Macedonia in the field of food import.
Source: State statistical office, Eurostat and NBRNM calculations.

Average net-wage
(annual changes, in %)

18 -
13 -+ .. .
Minimal monthly growth of the nominal average
g net wage in June 2023 and annual growth
slowdown was registered...
34 \ . . .
Ny LR I ..while the annual wage growth in service
P \ ! activities and agriculture decelerates, as opposed
—— Nominal net-wage \_ ;™ to the industry and construction which registered
7 = = = Real net-wage accelerated wage growth...
B g g e g e g R g S S g N =g a Ny SasNcy
o = o = o = o = o = o = o = o = o
N N N N N N N N N

... the real net wage accelerates, with a greater
Source: SSO. slowdown in inflation compared to the slowdown
in the nominal wage growth.

Average monthly net wage paid by sectors
(nominal annual changes, in %)

Agriculture

=== Industry (w/o construction) The realized nominal and real annual change in
25.0 eeeeoe Construction

— Services

wages in the second quarter of 2023 is generally
in line with the April forecast.

Source: SSO.
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REAL SECTOR

In the second quarter of 2023, the real GDP

Gross domestic product growth decelerated slightly to 1.1% on an

(real annual growth rates, in %) annual basis which is close to the growth

forecasted for this quarter according to the April
forecast round.

20 4

10
Analyzed from the production side of the GDP,

the growth is further driven by the positive
, contribution of the group of activities "trade,
transport and hospitality".

Observed from the expenditure side of the GDP,
the growth results from the net exports,
supplemented by the contribution of private
20 e e . consumption. The growth slowdown is due to the
coozsooC lower contribution of the net exports (mainly due
to the drop in exports after the growth in the
Source: SSO and NBRNM projections. 3 previous quarters, and partly to the slow decline
The differences in the series in the realized period are due to regular revisions of the SSO. . R .

in imports), as well as to the slowdown in the
growth of private consumption.

-10 4

Q1.2018
Q1.2019
Q1.2021
Q2
Q3
Q4
Q1.2022
Q2
Q3
Q4
Q1.2023
Q2

The GDP registers marginal real increase of
0.2% on a quarterly basis*°.

Economic sentiment indicator and GDP Having a limited scope of available data, it
120 - 1& isdifficult to provide precise assessment of
100 I i% the overall condition of the economy in the
- g third quarter of 2023.
80 L 2
i g The results of the surveys for the period July-
60 -2 August 2023 point to more favorable perceptions
40 - -6 in relation to the third quarter of 2022, while in
I I’fo relation to the previous quarter they are slightly
20 — Composite ESI - 12 less favorable'.
—Real GDP (y-0-y changes, %, right axis ) - -16
° 01 03 QL Q3 Ot 03 O1 O3 QL Q3 Qi O3 O Juy *® In July, in the total trade turnover, moderate
2017 2018 2019 2020 2021 2022 2023 deepening in the real decrease on an annual

Source: State statistical office and European Commission.

basis was registered, driven by retail trade and
wholesale trade.

10 According to the seasonally and calendar adjusted data of the SSO.

1 1t 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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Economic activities
(real annual changes, in %)
Turnover value in retail trade
= Turnover value in wholesales trade
nIndustrial production
aTransport and communication* (right axis)
aValue of completed construction works

REAL SECTOR

800
gg i +GDP I { 600
Q3 projection
30 ,
40 | X
20 X
20 10'
0
0+ 00
0
-20 1010
20
40 -
30
60 -
-40
-80 50
-100 - -60
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 jyn.23
2020 2021 2022
*Simple average of annual growth rates of the different types of transport and the telecommunications.
Source: SSO and NBRNM calculations.
INDUSTRIAL OUTPUT AND OTHER ECONOMIC ACTIVITIES
2021 | 2022 [ 2023
QL Q2 @3 Q4[Q1 Q2 Q3 Q4[0Q1 Q2 Q3 Q4[Q1 Q1 | Ju
real annual changes in %
Gross domestic product -03 -154 -43 13|01 145 14 12|22 40 20 06|21 11 -
Industrial output* -3.7 -25.0 -75 -23|-61 223 -35 -23|34 13 -18 -34| 0.1 2.7 1.8
Construction 63 -51 3.0 23|-1.1 -9.6 -10.8 -17.5|-11.1 -1.2 -19.2 -14.0| 14.7 -21.2 -
Building -8.5 -204 17.9 -8.6 185 53 -20.2 -20.9/-26.0 152 -8.8 6.7 [156 -19.7
Civil Engineerings 213 47 -6.2 11.1|-16.1 -16.9 -3.5 -15.2| 5.1 -11.3 -25.9 -26.9|13.9 -22.3
Retail and wholesale trade -16.7 -30.6 -26.1 -24.3| 0.9 22.5 169 104|9.7 40 04 -27|3.7 -5.2 -6.0
Retail trade 1.0 -18.6 -15.7 -15.5|-1.3 183 139 10.0| 76 6.7 19 -3.7| 1.4 -8.1 -11.3
Wholesale trade -27.8 -40.1 -38.7 -36.3| 3.7 279 284 19.6|11.0 24 -13 -3.0| 3.8 -3.9 -3.0
* Real growth rates are calculated by the NBRNM, by dividing nominal growth rates with annual inflation, measured by CPL The data for trade in 2020, 2021, 2022 and 2023 is previous
data, whereas data for GDP in 2021 is previous data, while for 2022 and 2023 it is estimated data.
Source: SSO and NBRNM staff calculations.
Indicative variables for private consumption
in 9
 Disposable income (real annual growth rates, in %)
= Counsumer credits
Retail trade
= Imports of consumption goods
@ Domestic production of consumption goods
+ Private consumption P
Q3 projection
40.0
30.0
20.0
10.0 .
0.0
-10.0
-20.0
-30.0
-40.0
-50.0
-60.0
-70.0
QL Q2 &3 o Ql Q2 3 o4 QL Q2 @3 Ql Q2 jyn23
2020 2021 2022 2023

Source: SSO and NBRNM calculations.

In July, a more pronounced seasonal effect was
observed in industrial output, which resulted
in a small real drop on an annual basis, as
opposed to the growth in the previous quarter.
By activities, the decline is dispersed.

The available aggregate demand indicators
are also relatively limited, which hinders more
accurate assessment of the movement of
individual demand components in the third
quarter of 2023.

The available data on the movements in private
consumption for July 2023 mainly point to a
growth slowdown during the third quarter of
2023, led primarily by the relatively substantial
decrease in the domestic production of consumer
goods, retail trade and gross income based on
VAT.
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REAL SECTOR

Relative to the July high frequency data on the
gross investments, there are different

Indicative variables for investments signals...
(real annual growth rates, in %)

a0 ,.at a decline in total industrial output, import of
=0 Working capital and profit tax, and positive
250 movements in domestic production of capital
wso goods, state capital investments (related to
»0 advance payments for infrastructure projects)
0 and credit support to enterprises.

-175.0

250 In July 2023, the foreign trade data indicate

60.0
40.0
20.0

0.0 s
-20.0

-40.0

0.0 s potential deficit narrowing compared to the same
1 Q Q3 Q4 Q  Q Q3 Q4 QL Q2 3 Q4 QL Q2 jyn23 . . oy .

2022 2023 period last year, in conditions of nominal growth
lImeorB od capi.tal goods ) "C.ompleted construction works - Domestic pru.duction of capftal goo.ds of the export and decrease In the Import of
mLong term credits to enterprises DFinal product stocks = Government investments (right axis)

+ Gross investment goods_

Source: SSO and NBRNM calculations.

According to the fiscal data on July 2023, the
budget performance suggests real annual growth
of public consumption.

In the second quarter, the labour market!?
registered positive developments on a quarterly
basis...

...the employment rate increased by 0.4 p.p.
and is 45.5%, in conditions of growth of 0.9% in
the number of employees compared to the
previous quarter...

... the unemployment rate registered a further
decrease and reduced to 13.1% at a decline in
the number of unemployed of 0.5%.

From the aspect of labor supply, the second
quarter registered an increase in the active
population (by 0.8%), at the expense of a
decrease in the inactive population (by 0.7%).

12 The results of the Labor Force Survey (LFS) for the first and second quarters of 2023 are not comparable with the data from the previous quarters of
other years, because in 2023 the new Regulation (EU) no. 2019/1700 of the European Parliament and the Council for Social Statistics and the
corresponding executive regulation of the Commission (EU) no. 2019/2240 for the area of the workforce, while the previous Regulation (EC) no. 577/98
has been repealed. The implementation of the new regulation caused changes in the research, starting from the changes in the design of the
questionnaire, changes in the order of the questions, modifying and removing current and adding new questions, changes in the scope and definition of
employment and unemployment. Therefore, in this information, we do an analysis based only on the comparable data from 2023, that is, an analysis of
quarterly changes.
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EXTERNAL SECTOR

In July 2023, the foreign trade deficit

o _ Export by components decreased by 25.4% on an annual basis,
1 (contribution to the annual change, in p.p. ) i )

driven by the lower import of goods, at smaller

60 1 growth in export of goods.

40 -

20 -
The export of goods in July 2023 recorded a
growth of 4% on an annual basis, with higher
exports of the automotive industry companies
-40 - Tobbacco mmmm Clothing and textiles mmmm Chemical products and hlgher exports Of eIeCtrICIty belng
e Fo0d s Other exports —Export, % registered. Export performance currently

=20 -

s [ron and steel Energy Ores

-60 -

5885283323835 338858885838583g8 matchesthe April forecast.
o o o o o > o>
Source: NBRNM.
The import of goods in July 2023 recorded a
Imports by components drop of 4.5% on an annual basis, at reduced
(contribution to the annual change, in p.p) . . .
80 1 import of energy and equipment and machinery.
6 | Compared to the April forecast, the
s T and stee Energy achievements in imports are lower.

mmmm Clothing and textiles mmmm Chemical products d and tobacco
40 - Equipment and machinery mmmm Other imports
Consumption goods @ IMpoOIt, %

20 -

-20

The trade deficit in July 2023 is currently lower
than expected for the third quarter of the year
according to the April forecast.

40

Q1 2018
Q1 2019
Q1 2020
Q1 2021
Q1 2022
Q1 2023

Q

viI

Source: NBRNM.

REER
annual changes, in %

8.0 -
6.0
‘z‘g j In July 2023, the REDK indices appreciated on
0'0 | an annual basis, mainly influenced by the
20 ] appreciation of the NEER (depreciation of the
40 1 Turkish lira against the domestic currency), with
6.0 | unchanged relative consumer prices and small
8.0 veeee REER CPI REER_PPI growth in the relative prices of industrial
-10.0 - products.
2 9 g 8 m % v g N ® o 9 g oo Q
S 8§ § R R 8 R 8§ % %8 8 8 8 K8 8§

Source: NBRM.
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EXTERNAL SECTOR

NEER and relative prices
annual growth rates, in %

10.0 -
8.0 - NEER
6.0 M e— Relative prices (domestic/foreign inflation)
4.0
E:g Similar appreciative movements in the REER
2.0 indices are also observed according to the
40 1 P .. calculation with weights based on foreign trade
R $ depreciation '+ without primary products, with a slightly more
100 J moderate intensity.
g 9 3 8§ o % w8 N 2 @ g 5 o8 0
S 8§ 8§ R 8 8§ R R R R § 58 §8 8 §

Source: NBRM.

REER, excluding primary commodities
annual growth rates, in %

10.0
8.0 -
6.0 -
4.0
2.0
0.0
-2.0
-4.0 -
-6.0 -
e CP] e PP]
-8.0 -
@ o — o~ ™ < n © ~N © o)) o — N} I
S = — — — - — — — — I N ~ I\
=1 o o =] o o =] o =] o o =] o o o
I I3 2 I N I I 2 I I3 2 I 2] 2 I
— — - — — — — — — — — — — —

Source: NBRM.

16 of 29
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Main components of the current account

1,500 - (in EUR million)

1,000
500
0
-500

-1,000

-1,500 -

%]

ervices  wGoods -+ Current account

E
7
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8
3
a
o

2
=
a
IS]

3
@
u
o

rimary income m

Financial account components
(in EUR million)

Other m Currency and depositis, net
uLoans, net u Trade credits, net
Source: NBRNM. 1 Portfolio investment, net m Direct investment, net

<+ Financial account

600 - Cash exchange market

500
400

300

200

100

s Net-purchase (in EUR million)
Supply of cash exchange (annual changes, in %) - right scale
= == o« Demand of cash exchange (annual changes, in %) - right scale

Source: NBRNM.

140
120
100

In the second quarter of the year, the
current account registered a deficit of
Euro 116.9 million, or 0.8% of GDP, which
is higher than expected according to the
April forecast...

...at registered lower trade deficit than expected
(lower import of goods) and higher surplus in
the secondary income (higher private transfers).

The financial account registered net
inflows!3 of Euro 152.6 million (or 1.1% of
GDP), which are lower than the net
inflows expected in the April forecast.

On the currency exchange market, within
1.7 - 31.8,2023 period, the net purchase is
approximately at the same level of the
previous year, with the performance so far
indicating favorable performance with the
private transfers compared to the April forecast.

13 According to the new methodology for compiling the balance of payments (BPM6), the terms net inflows and net outflows denote net incurrence

of liabilities and net acquisition of financial assets, respectively.
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EXTERNAL SECTOR

Foreign exchange reserves At the end Of August 2023, the grOSS
4,500 (stock, in EUR million) foreign reserves stood at Euro 3,934.2
4,000 million.
3,500
The decrease compared to the end of the
3,000 . .
second quarter is due to the transactions on
2300 behalf of the Government (repayment of the
2,000 Eurobond).
1,500
1,000
£ 9838308083883 50835338 45
o o o o o o o o o

*Last dara available: 31.08.2023
Source: NBRNM.

Factors of change of the foreign reserves in july and
august 2023
(in EUR million)

Other transactions

Transactions on behalf of government

Interventions on the FX market

r T T T T T T i T T 1

-700-600-500-400-300-200-100 0 100 200 300
Source: NBRNM.

Foreign exchange market
2500 (in EUR million) 600

2000
1500
Annual growth of the banks' net purchase on
the foreign exchange market of 91.9% in the
period July-August 2023, in conditions of
growth in supply and decline in demand for
foreign exchange.

1000

500

-500

-1000

-1500

-2000

-2500

=]
s
&
s

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

Source: NBRNM.
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EXTERNAL SECTOR

annual change,

Structure of foreign exchange market, VIT+VIII 2023 -

(net prurchase/sales, in millions of euro) VII+VIII 2022 in
800 45 -, mill. Euro
600 01

400
200 7
1 Sector-by-sector analysis shows that such shifts
on the foreign exchange market result from the
net purchase with the non-residents and natural

-800 151 persons-

-1000

-200 25

-400

20 -
-600

10

5

& vir+vin

non-residents mcompanies &net purchase/sal

0
Source: NBRNM.

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

At the end of July 2023, the monetary

u Repo transactions

w4 FX deposits instruments registered a reduction

uStanding deposit facilities compared to the previous month, due to the

uNBRNM bills lower amount of banks' assets placed in deposit
MP instruments, total facilities with the National Bank.

60,000 -

The level of monetary instruments is lower at the
end of July compared to the forecasted level for
the end of the third quarter of 2023, in conditions
of a lower net foreign exchange asset of the
National Bank and a greater downward deviation
in the total deposits of the Government, while the
realizations in reserve money are close to the
forecasts.

40,000 -

20,000 -

Source: NBRNM.

19 of 29



MONETARY SECTOR

_ _Tot_al Deposits
(contributions in p.p., monthly changes) Slight monthly growth of the total deposits4 in

the financial system in July 2023, driven by the
corporate deposits and equal contribution in both
domestic and foreign currency.

3 SEEEesEEXXRETEEE>sE |TEgzesagExXegTeEgz>sa . .
SEToSE XX} HETES } sTosE XX} = >>} In July 2023, the total deposits registered an
w2 2023 02 2023 increase compared to the second quarter, which is
Composition by sector ‘ Composition by currency ‘ o F .
(contributions in p.p., annual changes) currently within the expected growth for the third
2 - quarter according to the April forecast.

15

12 1 In July 2023, the annual growth rate of total
0k deposits was 11.2%, given the forecasted rate for
5 the third quarter of 2023 of 7.4%.

Composition by sector

Composition by currency

u Other institutions Deposits* 4 Domestic Currency Deposits

u Foreign Currency Deposits uDemand Deposits

wEnterprise Deposits uHousehold Deposits

m@Deposits, monthly/annual changes, in % mDeposits, annual changes, in %

* 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

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

2023 2022 2023

\ | Minimum monthly growth of household
deposits in July 2023, with further increase in
long-term  deposits and domestic currency
deposits. In July, the household deposits are

higher by 8.4% on annual basis.

Composition by maturity ‘ Composition by currency ‘
mDemand Deposits uDomestic Currency Household Deposits
u Foreign Currency Household Deposits uLong-term Household Deposits
uShort-term Household Deposits @Household Deposits, monthly/annual changes, in %

Source: NBRNM.

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

Share of Denar and Foreign Currency Deposits of
Households/Total Deposits of Households
(share, in %)

60 -
e e Y
50-@6'&“‘ g
M
0
< <
40
" EE 2T sEE XX E"TRHRGS=>25&2 .
= = > g = ><| . = >| Movements in the currency structure of total
2022 | 2023 | household deposits since December 2022 point to
a strengthening of the denarization.
60 - e (Share, in 0/0)
50 -
40 -
30

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
=== Share of household denar deposits (with demand deposits) to total
household deposits

«==Share of household foreign currency deposits to total household
deposits

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

Broad Money M4
(contributions in p.p., monthly changes) The money supply, presented through the
broadest monetary aggregate M4, recorded
a small monthly growth of 0.6% in July
2023, in conditions of increase in all components
of the broad money term and currency structure,

‘ ‘ with the exception of the decrease in demand
2022 | 2023 } 2022 | 2023 } deposits.

In July, the annual increase in the money
supply registered slight deceleration and
equaled 10.6%, amid forecasted annual
growth of 7.3% for the third quarter of
2023, according to the April forecast.

Composition by maturity ‘ Composition by currency ‘
1 CC Outside Depository Corporations uDemand Deposits
uTotal Short-term Deposits uTotal Denar Deposits
mTotal Foreign Currency Deposits uTotal Long-term Deposits

m@Broad Money M4, monthly/annual Changes, in %

Source: NBRNM.
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MONETARY SECTOR

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

70
65 T
o0
(R
) w
55
HEZ>>;E§Xx§ HEZ>>;§§Xx; Hg2>58
2021 2022 2023
(end of year data, in %)
75
65.3
64.4
65 62.5 62.8 62.4 62.8 64.0 613
59.9 "~ 60.0
55 51.8

5« T T T T T T T T T T T T )
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Source: NBRNM.

Total loans
(contributions in p.p., monthly changes)

W N =2 O = N W b

T ) ] )
Hn2>>;§§xxj =g H:Z>>;§5Xxj =E2~S

2022 2023 2022 2023
Composition by sector Composition by currency

(contributions in p.p., annual changes)
14 -

Composition by sector Composition by currency
uForeign Currency Loans u Domestic Currency Loans

# Enterprise Loans @ Household Loans

@Loans, monthly/annual changes, in % @Loans, annual changes, in %
Source: NBRNM.

At the end of July 2023, the denar share in total
broad money M4 was 60.4%.

The total loans decreased by 0.2% in July,
at negative contribution of the corporate loans, as
well as loans in domestic and foreign currency.

In July 2023, the change in the total loans,
compared to the end of the second quarter, is
currently smaller than the increase expected for
the third quarter of 2023, according to the April
forecast.

In July, the annual growth rate of total
loans equaled 5.8%, which is in line with
the annual growth forecasted for the third
quarter of 2023 of 5.7% according to the
April forecast.
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MONETARY SECTOR

Newly granted loans to private sector,

12-month moving average
The amount of total new loans approved to the

private sector in the last 12 months is lower, on
average, on an annual basis, which is more
pronounced in lending to the corporate sector,
which is expected, due to the increased liquidity
needs of the companies in the first half of last year
owing to the energy crisis and increase in

S DAY DN D DD DA D DA i i
5088 W,}Q'» B ’{}@ V'}Q'\, &@, %,}Q'» & W,}Q'» ’{.‘9'» N inventories.
BTORN P PP F S PP S
?506" NEENAEN NG NN N SN NI NN
Newly granted loans to households, 12- Newly granted loans to non-financial
month moving average corporations, 12-month moving
50.0 average
40.0 30.0

30.0

20.0

10.0

0.0

S N DD DD D D DD DD 0.0
9 U AP A S S AP L G A A L G - R SR
10.00” S RO R SN SN SN S M M SN SN SN S S TN PN A g VR VRS VR PR 2
2 % % CRgRS 5.0 PP -SSP PP
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Total credits/total deposits

90 (monthly data, in %)

The utilization of the deposit potential for lending
to the private sector is slightly smaller in July,
which is below the value of this indicator
forecasted for the end of the second quarter of
2023 according to the April forecast.
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(annual data, in %)
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Source: NBRNM.
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MONETARY SECTOR

Total deposits interest rates
(monthly data, in percentages)

2023krieni redzfi21

Total deposits _ Newlv . Newlv received depozits

(end of year data, in percentages)
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Total deposits

Newly received deposits

In July 2023, the interest rates on the total
deposits (denar and foreign currency)?®
moved upwards, while the interest rate spread
remained stable. After the high growth in June,
the movements in the interest rates with the

newly received total deposits'® are
downward, while the interest rate spread
narrowed...

i Interest rate spread
=@ Interest rate of denar deposits

Source: NBRNM

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

3 » 35 0 4
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.0
JRASEIRNES oo lyato,
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CRER>SEEORE T RER> SR RER > SEERE T HER> S
2022 2023 2021 2022 2023
8 (end of year data, in percentages) 8 ... with similar developments being registered also
6 6 in the respective interest rates and spreads in the
4 4+ household sector.
2 2
0 0
SRR R B R R R RN SR R R R R Rl
SRRRRRS22SSRR22RRR22R]RRS8R
Total deposits Newly received deposits

L Interest rate spread
—@— Interest rate of denar deposits

==g==nterest rate of foreign currency deposits
Source: NBRNM.

15 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.

60ne should have in 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 varies from month to month) and their interest rate.
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MONETARY SECTOR

Total loans interest rates
(monthly data, in percentages)

In July 2023, an upward movement in the interest

2022 2023 2021 2022 2023 rates on the total household loans and total
skrieni redovi corporate loans is registered. Upward
movement has been registered also in the interest
(end of year data, in percentages) rates of the newly extended corporate
12 12 17 o .
; . loans'/, without changes with households.
. % M 6
3 3
0 0
SN NMEUNEeN® QNS NNTNeNRe S SR
SESREEE8888SSS88R58888888¢8
Total loans Newly approved loans

-~ Interest rate of denar loans === Interest rate of foreign currency loans

Source: NBRNM.

Spread in interest rates

6,00 6,15
6
: The tightening of the domestic monetary policy in
s the last period follows the tightening dynamics of
4 pa the ECB, while the spread in interest rates remains

stable.

o - ~
2022 < 12 "—
20723 | P
023 2 SEEE—
2023 ] S
2023 4 S—
2023 $ T
23 6 Emmmm————— N

—+—ECB —*—~NBRNM

17 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 loans results 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.

25 of 29



FISCAL SECTOR

Budget revenues and expenditures
(contibutions in annual change, in p.p.)
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S s =
«Contributions Budget revenues Other revenues Budget Expenditures
uTaxes u Capital expenditures
uNon tax revenues « Current expenditures
=Annual change of the budget revenues, in % =Annual change of the budget expenditures, in %

Source: Ministry of finance and NBRNM ' s calculations.

18 Official Gazette of the Republic of North Macedonia No. 282 of 7.12.2022.

Significantly larger increase in the expenditures
than increase in revenues in the Budget of the
Republic of North Macedonia (central budget and
funds’ budgets) in July 2023, at high capital costs.

In the period January - July 2023, total budget
revenues went down by 11.9% compared to the
same period last, while the total budget
expenditures were higher by 22.5%...

... while the realized budget deficit in the amount
of Denar 27,033 million accounts for 63.2% of the
deficit planned for 2023 according to the
Budget?s...
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Budget implementation, per categories
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Source: Ministry of Finance and NBRNM's calculations.

Financing of the budget balance
(in millions of denars)

—

- 10

2010

-I3
-
-10,173 -3.1

-27,033
I-VII 1-VII

2022 2023
w Domestic financing, net
« External financing, net
u Other inflows

Other outfows

4 Change in deposits*
wBudget balance
~Budget balance, as % of nominal GDP (r.s.)

2011

2012|2013/2014|2015/2016/2017|2018|2019

2020

-4.5 49
=35511"
s ¥

-42,759

-5

Budg
2022|2023

2021

* Positive change: deposits withdrawal; negative change:deposits accumulation.

Source: MoF.

FISCAL SECTOR

... which is financed through government
borrowing on the foreign'® and domestic market,
as well as by government deposits with the
National Bank.

19 In March, the ninth Eurobond in the amount of Euro 500 million was issued, at a coupon rate of 6.96% and with a maturity of four years. In July,
the Eurobond issued in July 2016, in the amount of Euro 450 million, with a 7-year maturity and an interest rate of 5.625%, was fully paid.

27 of 29



FISCAL SECTOR

Interest rates of T-Securities in percent

7 - mT-bills with FX clause = T-bills without FX clause
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e 0.80.80.8;£-98;0.“32.6 without a currency clause was issued for the first
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Source: Ministry of Finance

Public debt
70 (in % of GDP)

58.3
k 58.8
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At the end of the second quarter of 2023, the

20 public debt? registered slight increase influenced
10 by higher domestic public debt.
0

—

(o4

2023
w External public debt 4 Domestic public debt = Total public debt

Source: NBRNM's calculations based on data from the Ministry of Finance.

20 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.
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Box 1: Indicative private consumption and gross investment categories

INDICATIVE VARIABLES FOR PRIVATE CONSUMPTION

2020 2021 2022 2023
1 Q2 3 4|t @ 3 o4l @2 @ [ U Q2 |y
real annual growth rates in %
Retail trade* 1.0 -18.6 -15.7 -15.5| -1.3 183 139 100 7.6 6.7 1.9 -3.7 1.4 -8.1 [-11.3
VAT revenues* 1.8 -20.0 -10.8 42| 29 36.6 21.1 20.6(29.2 9.5 3.7 -7.7 [ -15.0 -9.5 | -7.64
Imports of consumption goods* 69 -124 -36 -94| 3.2 262 114 139(-29 -15 -22 -10.1| 2.0 4.7 3.9
Domestic production of consumption goods -0.5 -224 -93 -12.1|-94 171 -56 51 (22 -1.2 3.3 -3.6 6.4 49 |-144
Counsumer credits* 97 63 62 45|47 57 40 32|-05 -56 -92 93| -66 -24 |-17
Average net wage* 100 46 70 47|20 57 11 07])00 -17 -46 -4.6 | -2.8 3.6 -
Private net transfers* -2.0 -38.0 -349 -10.2| 9.5 66.5 555 14.2| 9.8 251 11.8 48 | 113 9.2 -
Pensions* 57 62 53 54123 03 00 -18(-34 -1.0 -104 -49 | -25 1.3 [104
* 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
2020 2021 2022 2023
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 July
real annual growth rates in %, except for FDI in million denars
Imports od capital goods* 1.0 -34.5 -3.0 4.4 8.9 64.2 6.5 4.7 6.8 5.5 10.8 -1.4 -3.8 1.9 -12.3
Completed construction works** 6.3 -5.1 3.0 2.3 -1.1 -9.6 -10.8 -17.5 -11.1 -1.2 -19.2 -14.0 14.7 -21.2
Domestic production of capital goods -5.7 -46.0 -9.0 1.0 -7.3 59.6 -24.3 -22.3 0.9 3.3 18.6 3.7 6.7 8.2 28.0
Government investments* 23.8 -34.4 26.0 -20.7 166.5 3.7 56.2 9.3 -16.4 25.0 -47.3 55.6 -6.8 | 313.1 159.5
Direct Investments*** 4668.1 -2737.5 -6616.2 -10681.2|-10610.7 15231.4 1550.0 9560.3 | 9032.6 -5832.2  9936.2 763.8 97.6 |-2799.8
Long term credits to enterprises* 4.1 8.2 11.5 5.8 7.3 2.5 0.7 3.9 2.2 -2.2 -6.5 -6.7 -5.0 1.2 2.1
Final product stocks 9.0 15.7 2.6 -8.0 2.0 9.7 16.1 124 11.5 9.2 11.1 10.5 -3.1 -5.5

* 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: 2022=100).

Source: State Statistical Office, Ministry of Finance and NBRNM calculations.
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