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Weekly overview

e In May, consumer prices fell to a record Prices, yly  change
low of -1.8% vyoy, the sharpest drop
since the Croatian Bureau of Statistics'

first publication of the consumer price
index movements. The indicated index
increased by 0.2% mom, while the

twelve-month average decreased to - ™

1.0%. The largest contribution to the
decrease in the consumer price index in
May 2016 versus May 2015 was recorded by the prices of Transport (by -0.9 p.p., of which
fuel by -0.8 p.p.), Housing, water, electricity, gas and other fuels (by -0.6 p.p., of which gas by
-0.5 p.p.), Communication (by -0.2 p.p.), as well as Food and non-alcoholic beverages and
Recreation and Culture (both by -0.1 p.p.). On the other hand, a positive contribution came

from an increase in prices in the category Miscellaneous goods and services by +0.1 p.p.

Higher volatility in global markets

At the FOMC meeting, the Fed left interest rates at the current levels as expected, not changing the
projections of two more rate hikes by the end of this year. The above mentioned initiated the leap of
the euro against the dollar up to the level of 1.13, followed by the later weakening of the euro which
even sank to 1.1131. The euro weakening trend has not continued, however, the market volatility on
the eve of Britain's referendum this week remained higher. In such a climate, trading closed at 1.1277

dollar to the euro at the end of the week, up by 0.2% wow.

The kuna stayed the same against the euro and the mid-exchange rate on Friday amounted to 7.5227
kuna to the euro, down by 0.1% wow. The kuna against the dollar weakened by 0.2% to 6.6863 kuna
to the dollar. This week, we expect trading in the range 7.50-7.54.

EURMRK and USDIHRK

7,72 e EUR/HRK == EUR/USD (rhs)
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Low money market activity

Last week saw no major activity in the money market, with low demand and increased liquidity. On
Monday, the overnight Zibor reached this year's lowest level of 0.35%, closing on Friday at slightly
higher 0.37%, while 1M and 3M remained unchanged 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 there
was no major ZMM activity and the total turnover reached 20 million kuna, where supply exceeded

demand by an average of 324 million kuna per day.

There was no maturity or auction last week, therefore, the government debt under T-bills remained at

26.7 billion kuna. There will be no maturity and auction this week as well.

T-bills ZIBOR
Source: MoF Izvor/ Source: Reuters
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Crobex down for third consecutive week

The Crobex index closed the week at 1,678.85 points (-1.0% wow), while the Crobis index closed the
week at 106.99 points, or a 0.1% lower level versus the previous week. Concerning sector indices,
CROBEXconstruct recorded a decrease of 1.7% wow (to 437.00 points), CROBEXindustry of 0.5%
(to 985.74 points), while CROBEXtourist stagnated wow, closing the week at 2,504.95 points. The
total turnover declined by 35.9% wow (to 297.6 million kuna), where the turnover in bonds dropped by

47.9% (to 228.5 million kuna), while the turnover in shares rose 2.8 times (to 66.9 million kuna).

Crobex/ Crobis Sektorski indeksi/ Sector indices
1zvor/ Source: ZSE 1zvor/ Source: ZSE
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Statistics
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Industrial production, wday/y % ch.
Source: Eurostat
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Construction works, y/y % ch. and index 2010=100
Source: CBS
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External debt, amount and share to GDP
Sources: CNB, CBS, PBZ
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Total unemployment and unemployment rate
Source: CBS
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Retail trade, real, wda yly ch.

Source: CBS
6
104
a
102
2
S (T I I A 1L ({11 1Y)
I a ] B s °
S 98 8
< 2 >
S
9% "
94 "
92 8
EY -10
Al 1ol Tl ToT Tol Tl ol ol Tsl Tl Tl Tl [ol Tl Tol T2 Tol Rl [a Tol
2013 2014 2015 2016
s RETAIL TRADE TOTAL_wda «==RETAIL TRADE TOTAL_trend
Goods exports and imports (y/y % ch. and mill €)
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Wages, monthly average
Source: CBS
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Prices, yly % change
Sources: CBS, CNB
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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.



