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Weekly overview
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components with the largest share in ”
the category Manufacture of food products and Manufacture of fabricated metal products,
except machinery and equipment recorded a decline of 7% and an increase of 20%,
respectively. In December, the activity Mining and quarrying rose by 2%, whereas Electricity,
gas, steam and air conditioning supply dramatically dropped by 16.2%. In 2015, the industrial
production grew by 2.6% compared with the same period of 2014. According to the industrial
branches, the largest production volume was recorded in Capital goods (+5.8%), Non-durable
consumer goods (+3.4%) and Intermediate goods (+2.2%). At the same time, a fall in the
industrial production was recorded in Energy (-0.8%) and Durable consumer goods (-0.8%).
Currently, the total industrial production is at a 14.5% lower level compared with 2008,
however, in 2016 we expect positive trends to continue, mainly boosted by foreign demand,
whereas the domestic market movements will depend on the dynamics of the utilisation of EU

funds and potential investments in the improvement of export capacities.

e In December, the total number of employed persons amounted to 1,307,030, down by 0.9%
mom. The number of persons in paid employment in legal entities dropped by 0.9%
(1,103,000), in crafts and trades and free lances by 1.3% (to 183,212), while the number of
private farmers slightly fell compared with November (20,818). In 2015, the total number of
employed persons decreased by an average of 1%, compared with 2014 (-0.7% in legal
entities, -2.4% in crafts and trades and free lances, and -6.7% in agriculture). The registered
number of unemployed persons rose to 285,468 persons in December (+0.3% compared with
November), while the registered unemployment rate rose from 17.7% to 17.9%. The average
registered number of unemployed persons in 2015 amounted to 285,906 (328,187 in 2014),

while the average registered unemployment rate amounted to 17.7% (19.7% in 2014).



BOJ surprise

As anticipated by the markets, the FED did not increase its reference rate, lowering the expectations
that this might happen in March. However, the possibility of the interest rate hike remains open, in
case the data indicate its necessity. The Bank of Japan surprised the markets this week by
introducing a negative interest rate of 0.1%, aimed at boosting the economic growth and inflation. The
euro/usd closed the week at 1.0831 dollar, up by 0.3% wow, while the eur/chf ended at a 1% higher

level (1.1078 franc to the euro).

EUR/ USD EUR/ CHF
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The domestic market exchange rate ended the week at the almost unchanged 7.657 kuna to the euro,
while the kuna against the dollar and the Swiss franc strengthened even by 0.8% (to 7.0146 kuna to
the dollar) and 1.5% (to 6.8951 to the franc), respectively.

EUR/HRK USD/HRK and CHF/HRK
Source: CNB Source: CNB
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Generous liquidity

The generous level of liquidity continues to push interest rates downwards, therefore the overnight
Zibor closed the week at 0.59% (vs 0.60 the week before), while 1M and 3M to the unchanged 0.83%,
and 0.97% (vs 0.98% the week before), respectively. We also expect similar movements in the
upcoming period, having in mind that in February, according to the announcements, CNB may hold its

first reverse repo auction with longer maturity.

The last week's auction saw a subscription of 668 million in kuna and 2.0 million in one-year euro T-
bills. The kuna T-bill yield declined to 1.35% (from 1.46%) while the euro T-bill yield remained at the



unchanged 0.40%. The current balance of the subscribed T-bills amounts to 29.2 billion kuna. The

next auction will be held on Tuesday, and 442 million kuna in T-bills will mature this week.

T-bills ZIBOR
Source: MoF Izvor/ Source: Reuters
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Crobex in positive territory wow

The Crobex closed the week at 1,612.19 points, recording an increase of 0.5% wow, whereas the
Crobis index stagnated wow, ending the week at 105.41 points. Last week, the total ZSE turnover

rose by 71.9% wow, amounting to 871 million kuna.

Crobex Crobis
1zvor/ Source: ZSE Izvor/ Source: ZSE
1.830 109,0
1810 1085
1.790
1.770 108,0
1.750 107.5
1.730
107,0
1.710
1.690 = 106,5
1.670 106,0
1.650
1.630 1055
1.610 105,0
1.590
104,5
1.570
1.550 104,0
L L o H e &l L o H» L H L e e L H N o o L o L O O L L D o o o L o o o o L o o 2o
S S S PSS S S B PSS S S DB S S S TS S S B SS S S B S S S S SSS S
N N 3% > > th - $H o A A éb 3 Q% Q- N N Q2 N N N L ) > Qh- $ $H ga QA A D » 3 QO N N WUa N N
S LS T PP PSS X BN N S S oS S P S SRS RN S AL LA S
QTR R R PTARTOT®T RTRTQT RTTPP e RT P QTP P P R R P ROTRTRT R PR PP N T P



Statistics and macroeconomic forecasts

Industrial production, wdayoy % ch.
Source: Eurostat
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LEGAL DISCLAIMER

This publication is issued by PRIVREDNA BANKA ZAGREB-DIONICKO DRUSTVO, Zagreb,
Radnicka 50 (hereinafter: PBZ) and aimed at clients of the PBZ Group. This publication is intended
for information purposes only and may not in any way be considered an offer or invitation to
purchase any property or rights mentioned in it. The informative nature of this publication means that
it may not serve as a substitute for the personal judgment and assessment of any reader or anyone
who receives this publication. The information, opinions, analyses, conclusions, forecasts and
projections given here are founded on publicly available data whose accuracy PBZ relies on, but
cannot guarantee. Accordingly, all the opinions, attitudes, conclusions, forecasts and projections
given in this publication are subject to changes, which depend on changes to the data as published
by the source used. PBZ allows further utilization of the data given in this publication on the
condition that the publication is indicated as the source. All the property mentioned in this publication
and whose movement is the subject of comment may from time to time be the subject of trade or

positions taken by PBZ.



