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Skopije, 26 February 2021

Press Release

Significant developments in the balance of payments! in the fourth quarter of
2020

In the fourth quarter of 2020, current transactions with non-residents registered a deficit of Euro
72.4 million, mainly as a result of the trade deficit in goods. Financial transactions with non-
residents registered net inflows from loans, trade credits and direct investments, and net outflows
on the basis of portfolio investments and currency and deposits.

Main components of the balance of payments of the Republic of North Macedonia
(in_millions of euros

current year previous year quarterly change | annual change | cumulative change
1- |milions of millons of millons of

Q12020 | Q22020 | Q32020 | Q42020 |Q1-Q4.2020 | Q12019 | 22019 | Q32019 | Q4 2019 Q4'Q2019 s % s % s %

Current account -156,1 919 -527| -724{  -3730| -1750] -656 1622( -2039] 3723 -197 5 w5 w4 07 02

Goods -5463 -3524| -4035| -5066 -1.8088 -4751| -4435| -4363 -6147| -19696 -1032 56 1081 -176| 1608 -2

Senices 1648 1050 831 789 4318 1020] 968 1745 -235 3498 42 S 1024 L 820 B4

Primary income -1004( -991| -1060{ -1070|  -4124( -1299 -1277] -1302( 1319 5196/ -10 10 49 -89 1072 06

Secondary income 3258 2546 3737 4623 14164 3280] 4088 5541 4762 17671 886 37 -139 -9 -307 198
Capital account 03 43 11 36 93 06 01 59 16 82 25 20 11
Financial account -1706( -709) -377] -540|  -3333 -1761 518 1883 -2656 -3052) -16,2 116 -281
Direct investment -1359 67 78 -843| 2057 -593| -292| -823 -1925 3633 -921 1082 157,6
Netacquistion of financial assets | 1061  -128| 472 -2719| -1313| 1776 1085  583| -2195 1249 -3191 -524 -256,2
Fquity** 53 6,6 6,5 6,7 %51 18 51 129 9,2 26 01 -26 -45
Reinvestment of earnings 32 25 24 21 10,2 22 22 22 22 89 -02 -01 13
Dbt nstruments 976 -219| 383 -2807  -1666 1735 1006 432 -2310 864 -3190 -49,7 -253,0
Net incurrence of iabilties 20| 195 394 -1875 743 2368 1377 1406 -2700 4882 -227,0 -160,6 -4138
Equity** 206 483 83 195 %7 791 457 364 508 210 112 -40,3 143
Reinvestment of earnings 863 285 -302 -699 148 439 B9 49 390 157 397 -1138 -161,0
Debt instruments 1351 964 613 -1372 371 1138 481 603 -1307 915 -1985 -65 -128,6
Portfolio investment 316| -6325 775 2395 -2838 223 199 727 363 1512 1620 2033 -435,0
Currency and deposits 718 1305 1756 1114 4894 350 -306] 985 -293 736 -642 140,7 4158
Loans 1130 -1667] -830 -1328  -2694] -169) -252| -549| -1281 -2252 -498 47 43
Trade credit and advances 19| -132 612 -1003  -1766| -1532 -357| 323 -1608 -3173 -391 60,4 1407
Reserve assets -493| 6040 -1538 -863 1146  -56] 494 1744] 1564|3746 675 -242,6 -260,0

..* the percentage change is above 100

** Equity other than reinvestment of earnings
Note: In the financial account, the sign (-) denotes net external inflows. In foreign reserves, the sign (+) denotes
increase, whereas the sign (-) denotes decrease in foreign assets. Foreign reserves data exclude price changes and
exchange rate differentials.
Source: NBRNM.

! The balance of payments is a statistical report that systematically summarizes all international economic transactions of the Republic
of North Macedonia within a certain time frame, i.e. it summarizes current, capital and financial transactions between residents and
non-residents.
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Current account

In the fourth quarter of 2020, current transactions with non-residents registered deficits in the
trade in goods and in the primary income (Euro 506.6 million and Euro 107 million, respectively),
which exceeded the inflows registered in the secondary income and in the trade in services (Euro
462.3 million and Euro 78.9 million, respectively).

On a quarterly basis, the current account deficit increased by Euro 19.7 million. Such change is
mainly a result of the increased trade deficit in goods (by Euro 103.2 million), and to a lesser
extent of the reduced surplus in the trade in services (by Euro 4.2 million), in conditions of
increased net inflows in the secondary income (by Euro 88.6 million). Moreover, the increased
trade deficit in goods of Euro 103.2 million results from the larger increase in the import relative
to the increase in the export of goods (by 11.4 and 7.2%, respectively).

Compared to the same quarter last year, the current account balance improved by Euro 221.5
million. Observed by the contribution of individual components, the annual change is explained
by the reduced trade deficit in goods (Euro 108.1 million), the improved balance in the trade in
services (by Euro 102.4 million) and the reduced deficit in the primary income (by Euro 24.9
million). In contrast, weaker performances, i.e. a decrease in net inflows was registered in
secondary income (by Euro 13.9 million).
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Source: NBRNM

In 2020, the current account deficit amounted to Euro 373 million, which is an almost unchanged
level compared to 2019. Regarding the individual components, weaker performances were
registered in the balance of secondary income (reduced net inflows by Euro 350.7 million), while
all other categories registered an improvement. The trade in goods registered a reduced deficit
by Euro 160.8 million, the primary income deficit decreased by Euro 107.2 million, while the trade
in services surplus improved by Euro 82 million.
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Financial account

In the fourth quarter of 2020, there were net inflows of Euro 54 million from financial transactions
with non-residents. Analyzed by category, net inflows were registered in loans (Euro 132.8
million), trade credits (Euro 100.3 million) and direct investments (Euro 84.3 million), while net
outflows were registered in portfolio investments (Euro 239.5 million) and currency and deposits
(Euro 111.4 million).

In the fourth quarter, direct investments registered net inflows of Euro 84.3 million. Analyzed by
component, such performances are a result of the net inflows in intercompany debt (Euro 143.5
million) and in equity (Euro 12.8 million), amid net outflows in reinvestment of earnings (Euro 72
million). In 2020, net inflows in the amount of Euro 205.7 million are registered from direct
investments, which is a decrease of Euro 157.6 million compared to 2019. In 2020, net inflows
are recorded in all direct investment components: intercompany debt (Euro 129.5 million), equity
(Euro 71.6 million) and reinvestment of earnings (Euro 4.5 million).

In the fourth quarter of 2020, liabilities based on direct investments? decreased by Euro 187.5
million, as a result of the reduced liabilities based on intercompany debt (Euro 137.2 million) and
reinvestment of earnings (Euro 69.9 million), partially offset by the increased liabilities on equity
(Euro 19.5 million). The reduced reinvestment of earnings is a result of the relatively high amount
of dividends paid in the fourth quarter of the year in the amount of Euro 159.9 million.
Cumulatively in 2020, liabilities to direct investors increased by Euro 74.3 million, which is by Euro
413.8 million less compared to 2019 and is a result of the performance in all three direct
investment components.

In the last quarter of the year, assets based on direct investments decreased by Euro 271.9
million, as a result of the reduced claims based on debt instruments (Euro 280.7 million), amid
growth of the claims based on equity (Euro 6.7 million) and reinvestment of earnings (Euro 2.1
million). Cumulatively, for 2020, assets decreased by Euro 131.3 million, as opposed to the
increase (of Euro 124.9 million) in 2019. The cumulative change (of Euro 256.2 million) is mostly
due to the reduced claims on debt instruments.

In the fourth quarter of the year, the net liabilities on the basis of portfolio investments decreased
by Euro 239.5 million, mostly due to the maturity of the liabilities on the fourth Eurobond in
November, and to a lesser extent to the purchase of Eurobonds of previous issues, by residents
on the foreign financial markets.

In the fourth quarter of 2020, the net inflows based on loans of Euro 132.8 million largely result
from the net inflows in the government sector (Euro 96.6 million), and to a lesser extent from the
net inflows in other sectors® (Euro 48.4 million), as opposed to the reduced net liabilities of the

2 Tt shows direct investment depending on whether financial transactions create a liability to or claim (assets) on abroad.
3 Other sectors include: other financial institutions, non-financial corporations, households, and NPISHs.
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deposit taking corporations sector (Euro 12 million). Cumulatively for 2020, net inflows based on
loans amounted to Euro 269.4 million, with significant net inflows in the government sector (Euro
115.7 million), other sectors (Euro 113.3 million) and the depository corporations sector (Euro
42.4 million).

In 2020, net inflows from portfolio investments (Euro 283.8 million), loans (Euro 269.4 million),
direct investments (Euro 205.7 million) and trade credits (Euro 176.6 million) exceeded the net
outflows on the basis of currency and deposits (Euro 489.4 million), which enabled full financing
of the current account deficit of Euro 373 million and increase in foreign reserves of Euro 114.6
million.

Structure of the direct investments - iabilities (mill. EUR) Financing the cumulative defficit of the Current account

3500 7 (mill. EUR)

250,0 -

150,0

50,0

50,0

-150,0 -

-230,0 -

i Reinvestment of eamings

Il Dbt instruments

s [ -fighilities

-800,0

-1000,0

-XI.2010
= Direct investments, net

-XI1.2012 1-XI1.2014

-X11.2016 -XIm2n18
i Portfolio investments, net

1-XI1.2020

i Currency and deposits, net W | oars, net
o MM oo NN Mg N N 00N M N O N M
f000gd0d00gd00ddgdo00dgoodgoooyoaod L Trade credit and advances, net ld Reserve assefs
2 2 2 : : z z = Other === Currentaccount
o o [s) a a o o
Source: NBRNM.
Data revisions

Balance of payments data in this press release contain regular data revision for the period January
- September 2020 in order to improve their quality. The data revision increased the current
account deficit and the net inflows in the capital account by Euro 24 million and Euro 3 million,
respectively.

In the financial account, the revision refers to an increase in the net inflows in direct investments
of Euro 24.7 million and in trade credits of Euro 7 million, versus the decrease in the net inflows
in loans of Euro 1.6 million.

The data revision led to a reduction of the errors and omissions for the period January - September
2020 of Euro 10 million.
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Supporting information

Time series of data: annual, quarterly and monthly data on the balance of payments:
https://www.nbrm.mk/platen bilans-en.nspx

Methodological explanations: https://www.nbrm.mk/platen bilans-en.nspx

Next publications: Advance Release Calendar
https://www.nbrm.mk/kalendar na objavuvanje na_podatoci-en.nspx

Quarterly balance of payments: 31 May 2021 (reference period as of March 2021).
We kindly ask journalists to contact the Governor's Office for any queries.

For more information regarding the disseminated statistical data, please contact us
at: contact.statistika@nbrm.mk or phone: 02 3215 181 extension 103 (or 110/108).
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