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APPROPRIATE ECONOMIC POLICY IN SERBIA

Exports of goods and services Gross FX reserves and gold FDI inflow
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5 TOPICS 5
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1 INFLATION FACTORS IN 2022 - GLOBAL (1/2)

Assumption for Brent oil prices Natural gas prices in TTF hub
USD/barrel (monthly average, EUR/MWh)
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Electricity prices in German and Hungarian exchange

Assumption for global primary agricultural commodity prices (Q4 2013 = 100
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1 INFLATION FACTORS IN 2022 - GLOBAL (2/2)

Monthly indices of primary commodity prices Monthly indices of energy prices
(2019 = 100) (2019 = 100)
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Note: The peak for agricultural products and mineral fertilisers is April 2022, for cereals - May, and for metals,
minerals and base metals - March. Source: Refinitiv.

Note: The peak for gas and electricity is August and for oil - June 2022.
Share of countries with inflation over 5%

(by year , %)

In 2022, inflation reached its multi-decade highs in

” | many countries. According to an IMF analysis, in_the
jz _AE\:;;T:S jf;’,?;’;“.fﬁ period from 2015 to 2020 almost no advanced
. economy had inflation over 5%, while the share of
5 emerging economies with inflation over 5% in that
40 period was around 30%. At end-2022, the situation
20 was completely different — the percentage
20 increasing to 80% in both advanced and emerging
10 \/R_ economies.
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1 INFLATION FACTORS IN 2022 - SERBIA

Contributions to y-o-y inflation in Serbia and euro area

. Together with rising global primary commodity prices and other production
(percentage points)

costs, the increase in imported inflation was the main driver of cost-push

16 Serbia Euro area pressures in Serbia.
14 - The contribution of food and ener rices to the y-o-y headline inflation ranged
= Industrial goods excluding between 65% and 70% month after month .
12 food and energy
10 Services - Energy price growth impacts inflation not only directly, Iso _indirectly.
Energy The indir ff re j ronger than th
8
6 = Food - For a decade now, imported inflation movements have been determined
. exclusively by the growth in euro area consumer prices. Owing to the
4 e Consumer prices (%) . N . o .
relative stability of the dinar exchange rate maintained even amid extremely
2 y uncertain conditions in the global financial market, we managed to keep that
0 effect from being amplified further by the depreciation of the dinar against
the euro. For the sake of reminder, in 2010 and 2012 the effect of imported
2
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Source: SORS, Eurostat and NBS calculation. the euro.

Contributions of individual components to y-o-y growth rate of import prices
(percentage points)

CPI movements in selected CESEE countries in the past year (concluding with
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2 MONETARY POLICY RESPONSE

NBS monetary policy response Exchange rates of national currencies against the euro* in inflation targeting
% countries (daily data, 31 Dec 2019 =100)
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Policy rates across countries - In inflation targeting countries, central banks gradually increased their
(p.a., %)
8 policy rates, with the intensity and pace of the response more
14 pronounced in countries where both domestic demand and labour
e ) SA == Czech Republic
% | essEurs aro 12 Poland market conditions had an inflationary impact.
UK f Hungary o The Serbian authorities were among the first to respond by
4 Japan 10 Romania
gradual tightening of monetary conditions since October 2021.
3 8 This was first done by increasing the executive repo rate, a model
’ ‘ - enabled by changes to the monetary framework from December
2
6 ’ 2012. At the time, this brought huge savings to the citizens,
1 .‘_L 4 companies and government.
/ - Since then, monetary conditions have been adjusted more
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frequently, and in-between NBS Executive Board meetings,

1 providing us with flexibility in monetary policy conduct, which is

particularly important amid instability in the global financial
Source: central banks of selected countries market. 7



3 RESILIENCE OF THE SERBIAN ECONOMY

EUR/RSD exchange rate and NBS transactions in the
IFEM
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130 800
120 600

400
110
200
100 0
90 -200
80 -400
. ) -600
70 | == NBS transactions in the FX market,
monthly (RHS)* -800
60 «=EUR/RSD, monthly average (LHS)** -1,000
50 -1,200
2009 2011 2013 2015 2017 2019 2021 2023

* +net purchase; - net sale.
**1 EUR in RSD.

Source: NBS.
FDI by sector
(EUR bn)
= Manufacturing
5 mTrade
= Finance 4.4
= Construction and real estate
Other

4 ¢ Tradable sector”

3 l

0

N
-
o

2014 2015 2016 2017 2018 2019 2020 2021 2022**

Source: NBS.
* Industry, agriculture, transport and warehousing, catering.
**NBS estimate.

40 38.0
35
m Other
30 = Manufacturing
= Sevices exports
25 23.3
20
15
10
5
0
2012 2014 2016 2018 2020 2022
Source: NBS.

Labour market indicators under the Labour Force
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4 WHAT DO WE EXPECT GOING FORWARD

Global supply chain pressures and sea freight Evolution of GDP and inflation projections in the USA and
rates euro area for 2023 (%)
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POLICIES THAT YIELD GOOD RESULTS

EUR/RSD exchange rate and NBS transactions in the
IFEM
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Labour market indicators under the Labour Force Formal employment in the private sector
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