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Weekly overview

e Industrial production in May 2016 rose Industrial production, % yly ghange. wda data
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fall of 1.4% in May (second consecutive

month). According to NKD, Manufacturing (with a 77.9% share in total IP), increased by
2.5% yoy (lowest increase since April 2015), where the production of food decreased by
0.3%, while some industrial branches recorded two-digit declines in the production volume
(manufacture of tobacco products by 32.4%, wearing apparel by 14,3%, coke and refined
petroleum products by 14.3% and basic metals by 24.4%). Electricity, gas, steam and air
conditioning supply rose by 1.7%, while production in the activity Mining and quarrying rose
by 0.9% (of which extraction of crude petroleum and natural gas +3.3%). According to MIGs,
production increased in Capital goods by 5.5%, in Durable consumer goods by 2.8%, Non-
durable consumer goods by 2.2%, Intermediate goods by 1.4%, while production decreased
in Energy by 1.6% yoy. Over the first five months of 2016, the industrial production grew by
5.4%, showing a significantly faster increase versus the increase from the same period last
year, when a rise of 1.3% was recorded, which is a result of both strengthening of external

demand and beginning of recovery of domestic demand.

e In May, a total of 1,376,697 of persons in employment was recorded, up by 1.9%. The
number of persons in paid employment in legal entities rose by 1.5% (to 1,157,608 persons),
in crafts and trades and free lances by 4.7% (to 199,119), while the number of employed
private farmers decreased by 0.3% mom. A rise in the number of persons in paid
employment in legal entities mom is a result of preparation for tourist season, which can also
be seen from the data on a 14.1% growth in the number of persons employed in the category
Accommodation and food service. On a year over year basis, the total number of persons in
employment in May dropped by 0.7% (-0.7% in legal entities, -0.1% in crafts and trades and -
6.1% in agriculture). The administrative number of unemployed persons in May decreased to
232,327 persons (-8.7% mom and -15.6% yoy), hitting the lowest level since October 2008,

whereas the registered unemployment rate was 14.4% (-1.5 p.p. mom and -2.2 p.p. yoy).

e The average monthly net earnings per person in employment in legal entities in April
amounted to HRK 5,633 (gross: HRK 7,688). The yoy level saw an increase of 0.7% in
nominal terms and 2.4% in real terms (gross: 0.9% and 2.6%), while the mom level saw a
decrease of 1.6% in nominal terms and 1.7% in real terms (gross: -1.8% in nominal and real

terms). The highest net earnings were paid off in the activity Financial service activities,



except insurance and pension funding (HRK 9,993), while the lowest net earnings were paid
off in the activity Manufacture of wearing apparel (HRK 3,291). Median net earnings in April
amounted to HRK 4,698 (gross: HRK 6,297).

Pound sinks

Last week, the EURUSD exchange rate fluctuated at 1.10-1.11 dollar to the euro, and trading closed
at 1.1136, ending the week up by 0.2% wow. As expected, investors focused on the pound, which has
slowly declined post-Brexit, suffering a fall of 3.3% against the euro and 3.0% against the dollar over

the last week.

The kuna recorded only slight changes last week, thus the mid-exchange rate on Friday amounted to
7.5258 kuna to the euro, up by 0.1% wow. The kuna against the dollar weakened by 0.2% to 6.7764

kuna to the dollar.
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Low demand for kuna continues

The demand for kuna in the money market is still low. Liquidity slightly decreased at the end of the
month and therefore the overnight Zibor rose on Friday from the moderate 5 b.p. to 0.42%, while 1M
and 3M remained at 0.61 and 0.80%, respectively. At the regular reverse repo auction, 80 million
kuna at the fixed repo rate of 0.50% was injected in the system, while the total ZMM turnover barely
amounted to 5 million kuna, where supply exceeded demand by an average of around 300 million
kuna per day. As last week 0.3 billion kuna matured and 0.6 billion kuna in one-year kuna T-bills with
a 1 b.p. lower yield of 0.94% were subscribed, the government debt under T-bills rose to 27.0 billion

kuna. There will be no maturity this week and therefore no auction.

T-bills ZIBOR
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Crobex wow rise

Following the four-week fall, the Crobex closed at 1,679.48 points, finishing the week by 1.6% wow,
while the Crobis closed the week at 106.65 points or down by 0.2%. Sector indices performance was
positive, thus CROBEXconstruct closed the week at 452.09 points or up by 3.7% versus the week
before, CROBEXindustry at 998.33 points (+1.5%), while CROBEXtourist closed the week at 2,502.23
points or up by 1.2%. The total ZSE turnover dropped by 42.2% wow (to 329.2 million kuna), where
the turnover in shares rose 7 times (to 151.3 million kuna), while the turnover in bonds fell by 67.8%
(to 175.9 million kuna).
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Statistics

Industrial production, wday/y % ch.
Source: Eurostat

s
i 3
% =

94 L&
92 1 L g
90 1 r-10
sl Lal sl Lol Tol b [ol Tal Isl 121 fol bl [ol [a] Tl {7l lel hd [a] [s] 5
2013 2014 2015 2016
= IND_wda  ====IND_trend
Construction works, y/y % ch. and index 2010=100
Source: CBS
80 10
5
75 - mo - L | I n
] [] - I 0
3 | | "||| [ I |«
3 =
< 5
70
-10
65 -15
Al Tal TsT Tl Tol Bl [l Tal TsT ToT Tol bl ol Tal 1o ToT Tol bl al Tol
2013 2014 2015 2016
= wda yly % change (right) «==trend index 2010=100 (left)
External debt, amount and share to GDP
Sources: CNB, CBS, PBZ
50.000 116%
49.000 A1 114%
112%
48.000 4
110%

47.000 4 108%

46.000 4 106%

45.000 4 104%

102%

44.000 4

100%
43.000 4 98%
42.000 96%

1 3 5 7 9 11 1 3 5 7 9 11 1 3 5 7 9 11 ‘ 1 3
2013 2014 2015 ‘ 2016
s Total, EUR mill External debt/ GDP (rhs)
Total unemployment and unemployment rate
Source: CBS
350.000 22,00
330.000
310.000 20,00
290.000 18,00
270.000
250.000 16,00
230.000
210,000 14,00
190.000 12.00
170.000 '
150.000 10,00
2015 2016

mmm Unemployment ———Unemployment rate, registered, % (rhs)

104

=100
.
o
Ny

2010
=
o
S

96

Retail trade, real, wda yly ch.
Source: CBS
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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.



