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Weekly overview

The consumer price index for Prices, yly % change

rce: CBS

December 2016 recorded an increase »

of 0.2% yoy (the first yoy growth rate

since March 2015), where the largest ™
positive contribution to the increase  ..|-.

came from higher prices of Food *

(+0.9% yoy or +0.2 p.p.) and Transport
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by +3.9%), as a result of increased

prices of food products and crude oil in the global markets. On the other hand, the largest
negative contribution came from lower prices in the category Housing, water, electricity, gas
and other fuels (by 2.5% yoy or -0.4 p.p., of which gas by -17.7%). The consumer prices for
December decreased by 0.2% mom, due to 7.9% lower prices of Clothing and footwear
(seasonal sales). In 2016, a decline in the consumer price level of 1.1% yoy was recorded,
due to which deflationary movements strengthened for the third consecutive year (after -0.2%
in 2014 and -0.5% in 2015). The largest contribution to a reduction in the index in 2016 came
from lower prices of Transport (-0.5 p.p., 4.2% lower price level because of a 7.0% decline in
fuel prices), Housing (-0.4 p.p., 2.5% lower price level because of a 16.3% decline in gas
prices), and Food (-0.2 p.p., 0.7% lower price level), which is in accordance with lower prices
of crude oil and food products in the global markets and the administratively cut household
gas price in April 2016. This year, we expect a return of inflation, which will be mainly affected
by an increase in the crude oil price (owing to the agreement of the largest world producers to
limit oil production) and food products in the global markets, as well as further strengthening

of domestic demand.

Euro continues to strengthen, kuna unchanged

The last week's ECB meeting did not bring major surprises, therefore the euro slightly strengthened

against the dollar and the trading on Friday closed at 1.0703 dollar to the euro, +0.6% wow.

Last week saw moderate changes in the exchange rate, so the EURHRK mid-exchange rate

amounted to 7.5220 kuna to the euro on Friday, down by 0.3 wow, while the kuna against the dollar

strengthened by 0.2% to 7.0722 kuna to the dollar. This week, we expect trading in the range 7.50-

7.55 kuna to the euro.
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Ample liquidity

Liquidity has remained exceptionally generous, so interest rates were slightly down. The overnight
Zibor remained at 0.40%, 1M fell to 0.55% (down by 2 b.p. wow), while 3M to 0.69% (-6 b.p.). At the
regular reverse repo auction, CNB injected in the system, the same as the week before, 110 million

kuna at the fixed repo rate of 0.3%, whereas the absence of demand on ZMM continued.

Last week, there was no maturity or auction, therefore the balance of the subscribed T-bills remained
at 29 billion kuna. This week, a total of 0.7 billion kuna will mature and the auction with the planned

amount of 0.7 billion kuna has been announced.

T-bills
Source: MoF Izvor/ Source: Reuters
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Crobex up for the fifth consecutive week

The Crobex index closed the week at 2,096.56 points, or up by 1.0% wow, while Crobis was up by
0.3% wow, closing the week at 109.43 points. As regards sector indices, CROBEXconstruct rose by
5.2% wow (to 558.21 points, at the same time recording the highest level since November 2014),
CROBEXindustry rose by 1.5% (to 1,240.12 points), whereas CROBEXtourist dropped by 1.2% wow,
closing the week at 3,428.41 points. The total ZSE turnover amounted to 419.8 million kuna (+13.8%
wow), of which the turnover in shares amounted to 49.1 million kuna (-34.4%) and the turnover in
bonds 370.7 million kuna (+26.0%).



Crobex/ Crobis Sector
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Statistics

Industrial production, wdayly % ch.
Source: Eurostat
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= Unem ployment

===Unemployment rate, registered, % (rhs)

Retail trade, real, wda yly ch.
Source: CBS
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General government debt
Source: CNB
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Wages, monthly average
Source: CBS
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Net wages, real yly, % (rhs) —4—Net wages, nominal y/y, % (rhs)
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Interest rates on long-term loans, fx clause, euro (new business), %
Source: CNB

5 7 9
2013

1 1 3 5 7 9 11 1 3 5 7 9

2015

MM 1 3 5 7
2016

——Housing loans ——Loans to non-fin corporations

78 o011

9

1‘ ‘3‘4‘ ‘6‘7‘8‘9‘10‘11‘12

0,0

-5,0

-10,0

-15,0

-20,0

1

30,0

25,0

5Y CDS Spread, bps
Source: Bloomberg

eeeeeeeeeeeEEEEEEEEEEEEEEEEEE
CSSCSSSSocoSSSSSSsSSsSSsSssssssssss
N NN NANANNNNNNNNNNNNNNNNNNNNNNN NN
SeSgeesSaes555555555555855555585858
N I N8I S S I8 LIS NS IO BB S = o
JTILERERES583838E58g8gS8-dEzees-22gxd

= Croatia Hungary = Romania = Bulgaria

Deposits, yly % change
Source: CNB

2|34l s]6|78]ol10f11}12 1]2]3|4] 5] 6|7 8|o|10f11}12] 1 8o o1

2014 2015 2016

= Total «=Non-financial corporations «=Households

Interest rates on short-term time deposits (new business), %
Source: CNB

1 1 3 5 7 9
2014

1 1 3 5 7 9
2015

1 1 3 5 7 9
2016

1

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



RESEARCH OFFICE
lvana Jovi¢
Ana Lokin

Ivan Odrcié

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.



