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1. MACROECONOMIC SNAPSHOT AND FORECAST
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SERBIA - MACROCECONOMIC SNAPSHOT AS OF 2019
GDP Growth 42 %yly
Industrial output 0.3%yly
Industrial sales 9.0%yly
Retail sales 0.7%yly
Average annual inflation 1.7% yly
Unemployment rate 10.4%
Number of building permits 6.3%yly
Money supply growth 8.4%yly
Household loans 9.2%yly
BELEX15 blue-chip index -0.9%yly
Gross external debt EUR 28.4 bin
Current account gap EUR 3.2 bin
Net FDI inflow EUR 3.6 bln
Foreign trade deficit EUR 6.3 bin
Number of foreign tourist overnights 0.6%yly

Serbia Economy Forecast
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Source: International Monetary Fund (IMF) World Economic Outlook Database — April 2020

IMF expects the COVID-19 pandemic to put an abrupt end to the sound growth of Serbian
economy and bring real GDP down by 3.0% in 2020. In 2021 however, unlike in most SEE
countries, a sharp GDP growth of 7.5% is expected to thoroughly offset the effects of the
global pandemic. Given the high uncertainty regarding the future development of the
COVID-19 outbreak, these forecasts may be subject to downward revision.
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Supported by appropriate monetary policy of the National Bank of Serbia, paired by the
diminishing internal demand for most product groups, inflation will further decrease to an
average of 1.4% in 2020.

Unemployment will jump to 13.4% in 2020, following complete lockdown of the economy for
two months and the persisting supply chain issues in industry and the expected double-digit
slump in travel and tourism. The labour market will need more time to recover back to the
2019 levels and in 2021 unemployment rate will stay high, at about 13.0%.

In domestic aspect, delay in delivering on structural reforms and erosion of fiscal discipline
could further harm medium-term growth prospects.
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Serbia, Europe and Central Asia GDP Dynamics
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Source: World Bank, Europe and Central Asia Economic Update, Spring 2020

According to the World Bank estimates from April 2020, GDP growth of Serbia is likely to be
negative at 0.5% in 2020, far above the projected pandemic-related slump in Europe and
Cenftral Asia, of -5.4% according to the baseline scenario and -7.0%, shown by the downside
scenario.
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Serbia - GDP, Inflation, Current Account Balance and FDI Dynamics (y/y change in %)
2017 2018 2019e 2020f 2021f 2022f
Real GDP growth, at constant market prices, y/y chang 2.0 4.4 4.2 -0.5 4.0 4.0

Private Consumption 1.9 3.1 3.1 -0.4 3.9 3.8
Government Consumption 3.3 3.7 8.7 1.1 0.3 3.0
Gross Fixed Capital Investment 7.3 17.8 11.2 -2.3 7.1 4.3
Exports, Goods and Services 8.2 8.3 8.5 -0.5 8.3 8.7
Imports, Goods and Services 11.1 11.6 9.5 -0.8 7.3 7.3
Real GDP growth, at constant factor prices (by sectors)
Agriculture -11.2 15.2 0.0 2.0 3.0 3.0
Industry 3.3 2.8 0.2 0.0 3.5 3.5
Services 3.2 4.1 6.8 -1.1 4.3 4.3
Inflation (Consumer Price Index) 3.1 2.0 2.2 1.9 2.5 2.8
Current Account Balance (% of GDP) -5.3 -5.2 -6.9 -7.9 -7.3 -6.2
Net Foreign Direct Investment (% of GDP) 4.4 3.8 6.3 4.7 5.0 5.6

Source: World Bank, Europe and Central Asia Economic Update, Spring 2020

2. REAL SECTOR

2.1. GROSS DOMESTIC PRODUCT (GDP)
GDP growth at 4.2% y/y in 2019

In 2019 the Serbian economy grew by real 4.2% y/y, data by the Stafistical Office of Serbia
shows. The growth slowed down from 4.4% in the previous year. The economy was fuelled by
stfronger gross capital formation and household consumption, both with double-digit
confribution fo the country’'s annual GDP growth. Final consumption (household and
government) advanced by 3.1% y/y in real terms in 2019.

Contributions to GDP Growth
pp, non-seasonally adjusted data, y/y
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Source: SORS; SeeNews calculations
Note: Non-addifive data due to direct chain-linking of GDP and its components. Contribution of changes in
inventories has been derived as a residual
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The gross value added (GVA) generated by the national economy increased by 4.4% y/y in
2019 and totalled RSD 3,315.8 bin. The construction sector surged in value by 30.2% y/y and
accounted for 6.4% of the total GVA. Agriculture and forestry remained flat, slicing a 7.6%
share in the total GVA, compared to 7.9% a year earlier. The services sector’'s GVA expanded
by 4.2% to RSD 2,021.2 bin, while the industry sector registered an annual increase of 0.4% to
RSD 819.2 bin.

GDP and GVA Dynamics

chain-linked volume measures, reference year 2010, non-seasonally
adjusted data
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Sector wise, the largest conftributor to the annual GVA growth in 2019 was construction with
6.4 pp, followed by wholesale and retail tfrade — 4.9 pp.
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Contributions to GVA Growth
pp, non-seasonally adjusted data, y/y
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Source: SORS; SeeNews calculations
Note: Non-additive data due to direct chain-linking of GDP and its components.

2.2. INDUSTRIAL OUTPUT
Industrial output inched up by 0.3% y/y in 2019

The industrial output reported a slight rise of 0.3%, in 2019, compared to a 1.3% increase in the
previous year, according tfo data from SORS. In the period under review, all sectors reported

growth, of 1.2% for mining, 0.5% for electricity, water and gas supply and 0.2% for
manufacturing.
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2.3. INDUSTRIAL SALES
Industrial sales went up by 9.0% y/y in December 2019

The industrial sales increased in December 2019, by 9.0% y/y, according to SORS. The
manufacturing industry recorded a 9.9% annual increase, while the mining sector posted a
31.4% drop. Compared to the same month of 2018, industrial sales growth was stronger due
to the uptrend in manufacturing, while sales in the mining sector sank.
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2.4. WHOLESALE/RETAIL
Retail sales grew by 9.7% y/y in constant prices in 2019

In 2019, retail sales in Serbia rose by 9.7% y/y in constant prices, up from a 4.2% y/y increase in
the year-ago period, according fo SORS. The highest annual rise in retail trade during the
calendar year was registered by non-food products, except motor fuels with 11.0%, followed
by food, beverages and tobacco with 9.5% and motor fuels with 7.8%.
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Wholesale/Retail Sales Index
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In 2019, consumer expenditure increased by 3.9% y/y to a monthly average of RSD 67,009 per
household. Expenditure on food and non-alcoholic beverages had the highest share in the
total consumer expenditure, of 34.3%. The latter increased by 3.8% y/y to RSD 22,977 per
household.
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2.5. INFLATION
Average annual inflation of 1.7% in 2019

The average annual inflation amounted to 1.7% in 2019, down from 2.0% in the previous year,
according fo SORS data.

Inflation in the period was determined mainly by the increase in prices of alcoholic
beverages and tobacco - 4.9%. Other consumer groups with an increase in prices included
food and non-alcoholic beverages - 2.2%, health services - 2.1% and housing, water,
electricity, gas and other fuels — 1.6%. Clothing and footwear was the only product group to
post a deflation - 1.4%.
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Producer prices inched up by 0.6% y/y in 2019, according to SORS data. All sectors reported a
rise, ranging from 0.1% for electricity and gas supply to 2.8% for mining.
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Producer Prices Annual Change
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3. LABOUR MARKET

Unemployment rate continued to fall

Unemployment rate in Serbia continued its fall, reaching 10.4% on average in 2019, down
from 12.7% in 2018 and 13.5% in 2017, according to SORS. Youth (population aged 15-24)
unemployment rate also decreased, but sfill remained high, averaging 27.5% in 2019,
compared to 29.7% in the previous year and 31.9% in 2017.

The employed population aged 15 years and older was 2.9 million, up by 2.4% y/y.

The average monthly net salary in 2019 was RSD 54,919, up 10.6% y/y.
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Labour Force, Employment and Unemployment Rate
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Source: SORS
4. CONSTRUCTION AND REAL ESTATE

The number of building permits went up by 6.3% y/y in 2019

The number of permits for new buildings in Serbia was 6,345 in 2019, including 3,386 for
residential projects and 109 for office buildings, according to SORS data.

The total number of permits for new buildings issued in the period under review increased by
6.3% compared fo 2018. Permits for residential projects rose by 9.0%, while permits for office
buildings grew to 109 from 88.

The total built-up area of the office units, covered by the permits, went up by 18.5% y/y to
227,387 sq m from 191,957 sg m.

The total built-up area of new housing was 2.872 million sg m in 2019, a 29.9% increase
compared to previous year.
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5. MONEY SUPPLY AND BANKING SYSTEM

5.1. RSD EXCHANGE RATE

The average exchange rate of the EUR against RSD went down to RSD 117.852 in 2019 from
RSD 118.272 a year earlier, according to National Bank of Serbia (NBS).

Average Annual RSD Exchange Rate
Foreign Currency 2019 2018 2017
EUR 117.852 118.272 121.337
usb 105.276 100.278 107.499
GBP 134.344 133.640 138.378
CHF 105.962 102.422 109.188

5.2. MONETARY POLICY

The national bank kept the policy rate at 2.25%

At its meeting in May 2020, the NBS Executive Board kept the key policy rate unchanged at

1.5%.

Inflation is expected to move within the lower bound of the targeted range - 3.5%+1.5%.

The conducted monetary policy is aimed at mitigating the negative effects of the COVID-19
outbreak, which will be felt upon the resumption of economic activity from May 2020

onwards.

5.3. MONETARY AGGREGATES

Money supply growth was 8.4% y/y at the end of December 2019

Broad money (money aggregate M3) increased by 8.4% y/y and reached RSD 2,823.6 bin as

of end-2019, according to data provided by NBS.

The M2 money supply also grew, by 16.6% to RSD 1,186.6 bin.

Money aggregate M1, or narrow money, jumped by 14.0% to RSD 903.6 bin.
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Monetary Aggregates Dynamics
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5.4. BANKING AND INSURANCE

Household loans increased by 9.2% y/y in December 2019

Loans to the non-government sector totalled RSD 2,402.3 bin as of December 2019, up from
RSD 2,205.3 bin a year earlier, according to NBS. Loans to non-financial corporations grew by

10.9% y/y to RSD 1,246.4 bIn.

Household loans rose by 8.7% y/y to RSD 1,291.0 bin in December 2019, while house purchase
loans expanded by 4.3%, reaching RSD 400.6 bin on higher refinancing of existing housing

loans. Consumer loans went down by 28.8%, to RSD 17.8 bin.
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Loans to Companies and Households
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Insurance premium income up 7.5% y/y in 2019

The total gross written premiums of the non-life and life insurance companies were RSD 107.4

binin 2019, up by 7.5% y/y, according to NBS data.
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6. CAPITAL MARKETS

Blue-chip index BELEX15 notched down by 0.9% y/y in 2019

The average value of BELEX15, the blue-chip index of the Belgrade Stock Exchange (BELEX),
decreased by 0.9% y/y, to 738.1 points in 2019.

The total turnover of BELEX soared by 45.5% y/y to RSD 921.9 bin in 2019. The number of
fransactions nearly halved and came to 31,115 versus 60,744 in 2018.
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7. EXTERNAL SECTOR

7.1. FOREIGN DEBT

The gross external debt went up by 5.6% y/y to EUR 28.4 bin as of end-2019

The gross external debt increased by 5.6% y/y, totalling EUR 28.4 bin af the end of December
2019, according fo NBS. In comparison to end-2018, the gross external debt expanded by EUR

Business Intelligence
for Southeast Europe

1.5 bin.
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Editor’s note: No data is available for gross external government debt for June 2014

7.2. BALANCE OF PAYMENTS

Current account gap widened 18.0% y/y to EUR 3.159 bin in 2019

The current account gap expanded to EUR 3.159 bin from EUR 2.687 bln a year earlier,

according to cenfral bank data.
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Secondary income in 2019 amounted to EUR 3.884 bin, down from EUR 4.841 bin in 2018, or a
19.8% decrease.

Current Account
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Source: NBS
7.3. FDI
Net FDI inflow stood at EUR 3.6 bin in 2019, up 23.2% y/y.
The net Foreign Direct Investments (FDI) inflow in Serbia in 2019 reached record-high EUR 3.6

bin, according to NBS. This is up by 23.2% compared to a year ago when the FDIs were EUR
2.9 bin.
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FDI in Serbia
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7.4. FOREIGN TRADE
Foreign trade deficit widened by 12.5% y/y in 2019

The trade deficit stood at EUR 6.3 bin in 2019, up by 12.5% compared to the previous year,
due to faster growth of imports over exports, according to SORS data.

In 2019, exports totalled EUR 17.5 bIn, up 7.7% y/y. while imports went up by 8.9% to EUR 23.9
bin.



Busi Intelli
SeeNews Business Intelligence

Trade Balance, Exports and Imports
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7.5. TOURSIM

Number of foreign tourist overnights rose by 9.6% y/y in 2019
Tourist overnights of foreigners increased by an annual 9.6% to 4.0 million in 2019, slicing a
39.8% share of the total number of tourist overnights in the country, according to SORS data.

The total number of tourist overnights went up by 7.9% y/y to 10.0 million.

The number of foreign tourists grew by 8.0% y/y to 1,846,551.
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Tourism Statistics
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8. MAJOR DEVELOPMENTS

Serbia to invest EUR 14 bin to stimulate growth by 2025 - PM
Dec 30, 2019
Serbia's government plans to make investments worth EUR 14 bin to stimulate the country's

economic growth by 2025, prime minister Ana Brnabic has said.
Read the full story here

EIB lends EUR 30 min to back SMEs, mid-cap companies in Serbia

Dec 24, 2019

The European Investment Bank (EIB) said it has signed a EUR 30 min financing confract with
the Serbian unit of French banking group Credit Agricole intended to back local small and

medium-sized enterprises (SMEs) and mid-caps.
Read the full story here

World Bank to back innovation projects in Serbia with USD 48 min loan
Dec 17, 2019
The World Bank said it has approved the extension of a USD 48 min loan to Serbia, to be used

to support economic development based on knowledge and innovation.
Read the full story here


https://seenews.com/news/serbia-to-invest-14-bln-euro-to-stimulate-growth-by-2025-pm-681869
https://seenews.com/news/eib-lends-30-mln-euro-to-back-smes-mid-cap-companies-in-serbia-681331
https://seenews.com/news/world-bank-to-back-innovation-projects-in-serbia-with-48-mln-loan-680596
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World Bank approves USD 50 min financing of Serbian farmers

Dec 5, 2019

The World Bank has approved a USD 50 min loan to support Serbian farmers on small and
medium-sized farms, it said.

Read the full story here

Serbia, China to invest EUR 247 min in industrial park project
Nov 27, 2019
Serbia and China plan to invest EUR 247 min in the construction of an industrial park in

Belgrade, the Serbian government has said.
Read the full story here

Serbia plans to build 359 wastewater treatment systems worth EUR 5.6 bin - env min
Nov 20, 2019
Serbia plans to build 359 wastewater freatment systems worth EUR 5.6 bin in the following 20

to 25 years, environment minister Goran Trivan said in November.
Read the full story here

Serbia to borrow EUR 580 min for Belgrade metro project in 2020
Nov 5, 2019
Serbia plans to borrow up to EUR 580 min next year to finance the consfruction of the

Belgrade meftro network, the government's 2020 draft budget shows.
Read the full story here

Russia lending EUR 230 min to Serbia for railway overhaul projects
Oct 21,2019
Serbia's government has signed a confract to receive a EUR 172.5 min loan from Russia for

three railway overhaul projects, the Serbian infrastructure ministry said.
Read the full story here


https://seenews.com/news/world-bank-approves-50-mln-financing-of-serbian-farmers-679125
https://seenews.com/news/serbia-china-to-invest-247-mln-euro-in-industrial-park-project-677917
https://seenews.com/news/serbia-plans-to-build-359-wastewater-treatment-systems-worth-56-bln-euro-env-min-677082
https://seenews.com/news/serbia-to-borrow-580-mln-euro-for-belgrade-metro-project-in-2020-675156
https://seenews.com/news/russia-lending-230-mln-euro-to-serbia-for-railway-overhaul-projects-673225
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DISCLAIMER:

Whilst the information contained in this Profile has been given in good faith and every effort has been made to
ensure its accuracy, SeeNews cannot guarantee the accuracy of this information and hereby expressly disclaims any
responsibility for error, misinterpretation and any and all loss, disappointment, negligence or damage caused by
reliance on the information contained in the Profile or any failure or alleged failure in the delivery of the Service
referred to herein, orin the event of bankruptcy, liquidation or cessation of trade in any company, individual or firm
referred to herein. Confirmation of the information accuracy should be sought from the establishments concerned.
Unless otherwise stated, the copyrights and any other rights in all material on this site are owned by SeeNews. Use of
this Profile is provided by SeeNews subject to the following Terms and Conditions:

1. Use of this Profile constitutes your acceptance of these Terms and Conditions which take effect when you first use
this Profile. SeeNews reserves the right to change these terms and conditions at any time by posting changes on line.
You are responsible for reviewing regularly information posted on line to obtain timely notice of such changes. Your
continued use of the Profile after changes are posted constitutes your acceptance of this agreement.

2. Neither SeeNews nor other related parties, whilst endeavouring to provide 24/7 availability, will be held liable if for
any reason the Profile is unavailable at any time.

3. Access to this Profile may be suspended temporarily or permanently and without notice.

4. Whilst SeeNews endeavours to ensure that the information on this site is correct and up-to-date, no warranty,
express or implied, is given as to its accuracy and SeeNews does not accept any liability for error or omission.

5. Part of this Profile contains materials submitted to SeeNews by third parties. Third parties are responsible for ensuring
that materials submitted for inclusion on this Profile complies with national and relevant international law. SeeNews
cannot guarantee the accuracy of this material and hereby expressly disclaims any responsibility for error, omission or
inaccuracy in the material, misinterpretation and any all loss, disappointment, negligence or damage caused by
reliance on the information contained in the Profile or any failure or alleged failure in the delivery of the services
referred to herein, orin the event of bankrupftcy, liquidation or cessation of trade of any company, individual or firm
referred to herein. Confirmation of the information accuracy should be sought from the establishments concerned or
from SeeNews upon explicit request.

6. SeeNews shall not be liable for any damages (including, without limitation, damages for loss of business or loss of
profits) arising in contract, tort or otherwise from the use of or inability to use this Profile, or any data contained in it, or
from any action or decision taken as a result of using this Profile or any such information.

7. SeeNews accepts no responsibility for the content of any site to which a hypertext link from this Profile exists. Such
links are provided for your convenience on an “as is” and “as available” basis with no warranty, express or implied,
for the information provided within them.

8. If any of these terms should be determined to be illegal, invalid or otherwise unenforceable by reason of the laws
of any state or country in which these terms are intended to be effective, then to the extent and within the
jurisdiction in which that term is illegal, invalid or enforceable, it shall be severed and deleted from the clause
concerned and the remaining terms and conditions shall remain in full force and effect and confinue to be binding
and enforceable.

9. By accessing and reading any part of this Profile, you should have accepted these Terms in full.

Copyright

All rights reserved. Downloads and print extracts of SeeNews content are allowed for personal and non-commercial
use only. Re-publication or re-distribution of content, including by framing, is strictly prohibited without the prior
written consent of SeeNews.
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