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Weekly overview

According to the wda data, the volume of construction works in November 2017 rose by 0.7% yoy
(+4.6% in the previous month), while the mom data, seasonally and working-day adjusted, show a
decline of 2.4% (+3.1% in October 2017). The construction works on buildings recorded a double-digit
(+10.0%) increase yoy in November, while a decline in civil engineering works continued for the seventh
consecutive month, recording a yoy decline of 8.0%. In the period January-November 2017, the total
volume of construction works increased by 1.7%, showing a slightly lower growth versus the same
period of 2016, when the growth was +2.3%. At the same time, the volume of construction works on
buildings advanced 7.1%, due to a larger number of mostly private sector investments (tourism in
particular), while civil engineering works recorded a drop in the activity of 3.5%, as a result of lower
number of investments in infrastructural projects. Despite a slower growth of the last year's volume of
construction works compared with the first eleven months of 2016, data on the number of the issued
building permits are encouraging, since the mentioned number rose from January to November last
year by 20.2% yoy (where the total value of works confined in those permits increased by 15.3%,
reaching 23.5 billion kuna), whereas the number of persons employed in the construction sector

(according to the data of the Croatian Pension Insurance Institute) simultaneously rose by 3.0%.

Construction works on buildings Construction works on civil engineering
Source: CBS Source: CBS
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Euro soars, kuna stable

Last week's ECB meeting did not bring significant changes versus December meeting regarding a
reduction in the bond purchase programme and the pace of the interest rate rise, announcing a gradual
normalisation of the monetary policy. Amid these events and the anticipation of this week's FOMC
meeting, which is not expected to bring major news, the euro continued to strengthen against the dollar.

Trading closed at 1.2427 dollar to the euro on Friday, up by 1.7% wow.

Last week, the exchange rate of the kuna against the euro fluctuated around 7.43, amounting to 7.4260
at the end of the week, down by 0.1% wow. The kuna against the dollar continued its strong rise,
therefore the exchange rate decreased by 1.6%, to 5.9594 kuna to the dollar. This week, we expect

trading in the range 7.40-7.45 kuna to the euro.



EUR/USD EURHRK and USDHRK

Source: Macrobond Source: Macrobond
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Calm week for domestic market

The money market was calm last week, where excess liquidity remained at 27 billion kuna and interest
rates recorded a moderate decrease in the short end of the curve. The overnight Zibor fell wow by 4
b.p. to 0.27%, 1M by 3 b.p. to 0.45% and 3M stayed at 0.52%. No interest was shown at the reverse

repo auction for the fifth consecutive week and there was no turnover on the ZMM.

Last week, 928 million kuna matured and 1,400 million kuna in T-bills were subscribed, therefore the
government debt advanced to 29.4 billion kuna. There was a subscription of one-year kuna T-bills at
the interest rate of 0.10%, 4 b.p. lower from the previous issue. This week, 800 million kuna will mature

and the auction with the planned 800 million kuna has been announced.

T-bills ZIBOR
Source: MoF Source: Macrobond
35 0.7 0.60 0.60
30 06 0.55 0.55
25 0.5 0.50 0.50
520 04y 0.45 \— 0.45
= 8 = =
3 s
15 0.3~ 0.40 0.40
10 0.2 0.35 0.35
5 0.1 0.30 0.30
0 0.0 0.25 0.25
3 26 a1 21 28 7 14 28 25 2 28 % 6 27 2 20 20 6 2 5 2 @
2017Jan 2017Feb 2017Mar 2017Apr 2017 May 20170 2017 Aug 2017 Oct 2017 Nov 2017 Dec 2018 Jan November December January
~Interest rate EUR 364 day Thills, rhs—Interest rate HRK 364 day Thbills, rhs 2017 2018
Total outstanding, lhs 3 Month =1 Month -2 Week -1 Week-0O/N

Crobex down wow

The total ZSE turnover last week amounted to 448.3 million kuna, up by 42.0% wow, owing to a 16.4%
higher turnover in bonds (reaching 317.4 million kuna) and a three times higher turnover in shares (to
130.9 million kuna). The Crobex Index closed last Friday at a 0.3% lower level wow, dropping to
1,868.39 points, whereas Crobis stagnated (at 112.12 points). As regards sector indices,
CROBEXtourist closed last week at 3,591.54 points (-0.8% wow), CROBEXindustry at 1,119.82 points
(+2.7%) and CROBEXconstruct at 606.11 points (+9.7%).
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Statistics

Industrial production, wda % ch. yly and index (2010=100)

Source: Macrobond

Retail trade, real, wda % ch. yly and index (2010=100)
Source: Macrobond

18 118 10 125
16 116
14 114 8 120
12 112
10 110 6 s
8 108 4 110
6 106 — -
° . ° 2
R 4 1048 & 2 1058
2 102% %
0 100 0 100
-2 98
4 % -2 95
6 94 -4 90
-8 92
-10 90 -6 85
Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct
2014 2015 2016 2017 2014 2015 2016 2017
~Industry_trend, rhs=Industry_wda, Ihs —Retail trade_trend, rhs=Retail trade_wda, Ihs
Construction works, wda % ch. yly and index (2010=100) Goods exports and imports (% ch. yly and mill €)
Source: Macrobond Source: Macrobond
10 75 40 40
30 -30
5 20 -20
X 10 - 10
0 0 0
N --10
5 --20
-25
208
-10 152
-1.02
o
053
1 00 0
Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct “Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct
2014 2015 2016 2017 2014 2015 2016 2017
~Construction_trend, rhs=Construction_wda, lhs =Exports (% ch. y/y)=Imports (% ch. y/y)=Exports (mill, €)=Imports (mill, €)
Gross external debt General government debt
Source: Macrobond Source: Macrobond
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Prices, yly % change
Source: Macrobond

5Y CDS Spread, bps
Source: Bloomberg
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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.



