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Weekly overview

e Total loans of other MFIs decreased in April by 5.3% yoy due to a 2.3% lower debt level of
the central government and the social security funds, a 4.0% decline in loans to non-financial
corporations and a 7.8% drop in loans to households. Loans to non-financial corporations
moderately recovered in April, increasing by 0.8% mom (working capital +2.1%, investment
+0.6%, other -1.2%), while a yoy level saw a decrease of 4.0% (working capital -1.7%,
investment -5.3%, other -6.1%). External refinancing of large companies and the sale of bank
loans still have a dominant negative impact on the corporate loan portfolio, despite of its mild
recovery this year. At the same time, household loans have recorded a slight slowdown in the
rate of decrease, as the conversion process is gradually coming to an end. Housing loans in
April decreased by 14.9% yoy, where loans with a currency clause fell by 20.2%, while, on
the other hand, kuna loans rose by 51.0%. The last two months saw a noticeable speedup in
the growth of kuna housing loans (by around 500 million kuna per month), which citizens use
to refinance loans indexed to the euro. For other types of household loans, a yoy growth, as
over the earlier months, was recorded by kuna cash any-purpose loans (+27.6%). Deposit
growth accelerated yoy, reaching 4.0%. Deposits of non-financial corporations were up at the
end of April by 23.4% yoy, amid a lower last-year's base and mom recovery (+0.5%).
Household deposits have continued to decline mom, due to which the growth rate in April

recorded the low 0.7%.

e The total exports of goods over the first Merchandise exports, % yoy change

three months of 2016 amounted to 20.5
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billion kuna (+3.9% yoy), while the
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p.p. compared with the same quarter
last year). The exports to the EU countries (which accounts for 67.5% of the total exports of
goods) increased by 3.1% in the first quarter, while the exports to CEFTA countries (with a
15.7% share in the total exports) shrank 3.4%. The preliminary data for April show that the
exports of goods decreased by 5.1% and the imports of goods by 2.9%.

Kuna weakens

The dollar regained some of the losses against the euro in the wake of this week's FOMC meeting. At

the end of the week, trading closed at 1.1251 dollar to the euro, down by 1.0% wow.

The kuna weakened against the euro last week, amid higher demand for foreign exchange of the

banking and corporate sector, therefore the mid-exchange rate on Friday amounted to 7.5275, up by



0.4% wow. The kuna against the dollar strengthened to 6.6698 kuna to the dollar, down by 0.9% from

the previous Friday. This week, we expect trading in the range 7.52-7.55.
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Interest rates remain the same

Interest rates remained the same and the overnight Zibor closed on Friday at the unchanged 0.38%,
while 1M and 3M stayed at 0.61 and 0.80%. At the regular reverse repo auction, 100 million kuna at
the fixed repo rate of 0.50% were injected in the system, whereas the total ZMM turnover amounted

only to 20 million kuna, where supply exceeded demand by an average of 360 million kuna per day.

The MF auction saw a subscription of 402 million kuna and, as 0.8 billion kuna matured, the
government debt under T-bills dropped to 26.7 billion kuna. There was a subscription of 402 million
kuna in one year kuna T-bills with the unchanged interest rate of 0.95%. There will be no maturity or
auction this week.

T-bills
Source: MoF
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Crobex fall continues

The total ZSE turnover decreased by 56.3% compared with the earlier week (to 464.2 million kuna),
due to a 94.0% decline in the turnover in shares (to 24.2 million kuna) and a 33.5% turnover in bonds
(to 438.9 million kuna). The Crobex index closed the week below the psychological threshold, at
1,694.96 points (-0.5% wow), while the Crobis closed the week at 107.08 points (-0.3% wow).
Regarding sector CROBEXconstruct dropped by 1.8% wow (to 444.49 points),
CROBEXindustry decreased by 1.3% (to 990.35 points), while CROBEXtourist rose by 0.9% wow,
closing the week at 2,504.54 points.

indices,



Crobex/ Crobis
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Statistics
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Prices, yoy % change
Sources: CBS, CNB

6,0 280
40 260
240
20 220
0,0 200
oo 180
' 160
-4.0 140
6,0 120
100
8.0
al sl sl 2l Tl ful ol [al [s| Ja] Tol il [al Tsf Ts] [ fol fual af [s]
2013 2014 2015 2016
——cCPI ~——PPI, domestic market ——Core CPI
Loans, yoy % change
Source: CNB
4,0 25,0 250
20 \/\ 20 00
0 AN [ —\ oo
2,0 100 150
-4,0 5.0
10,0
6,0 0,0
8,0 50 50
-10,0 -10,0
0,0
-12,0 -15,0
-14,0 20,0 5.0
al fal 5] 12 Jof ful [af [af s| [2] Tol ful [a] [af [s] 12| Tol ha [a] [3f
2013 2014 2015 2016
——Total ~Non-financial corporations
Interest rates on long-term loans, fx clause, euro (new
business), %
Source: CNB
7.0 3,5
3,0
6,5
2,5
6,0
2,0
55
1,5
5.0 1,0
4,5 0,5
0,0
4.0
1 3 5 7 9 11 1 3 5 7 9 11 1 3 5 7 9 11 1 3
2013 2014 2015 2016

Housing loans Loans to non-fin corporations

5Y CDS Spread, bps
Source: Bloomberg

8 8 8 8 8 8 88 88 8 88 883888888 ¢88

=R =T =T === = = = = = = = === === = = = =

s §s s s§s8§ 8§88 § 8§88 8§88 883888

888888888888 L8L8Y 888888 88

dd 89 8 = 3 33 9 F 8 S K S 9 2o 8 853 3 g

49 3885338 I LR\ H S8 8885888
= Croatia Hungary = Romania Bulgaria

Deposits, yoy % change
Source: CNB

|

1l [s[ Is| Taf ol lal o] [sl [s] 2] fo| hl [af [s[ Is| I2] [o]

1| [l
2013 2014 2015 2016
= Total ~==Non-financial corporations == Households
Interest rates on short-term time deposits (new
business), %
Source: CNB
3 5 7 9 11 1 3 5 7 9 11 1 3 5 7 9 11 1 3
2013 2014 2015 2016

== Households, euro === Non-financial corporations, kuna



RESEARCH OFFICE
lvana Jovi¢
Ana Lokin

Ivan Odrgi¢

TREASURY
Eugen Bulat

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.



