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CURRENT DEVELOPMENTS

Thanks to macroeconomic stability maintained in 2025 as well,
household savings continued their upward trend despite ongoing global
uncertainties, reaching new record levels, albeit at a somewhat more
moderate pace compared to the previous period.

Average inflation in the first six months of 2025 amounted to 4.3%,
while y-o-y inflation came at 4.6% in June (NBS target: 3+1.5%). Core
inflation (CPI excluding food, energy, alcohol and cigarettes) declined
from 5.3% in December 2024 to 4.7% in June 2025.

The key policy rate has been kept at 5.75% since September 2024
(before that, there were three 25 bp cuts in 2024). The interest rates on
deposit and lending facilities have been kept on hold as well (4.50% and
7.00%, respectively).

The relative stability of the dinar exchange rate against the euro has
been maintained, despite depreciation pressures that prevailed during the
first five months of the year when the NBS sold EUR 1.0 bn net in the
IFEM (selling EUR 1,350 mn and buying EUR 350 mn). However, as of
June, appreciation pressures gathered steam, which is why in June and July
the NBS intervened in the IFEM by purchasing EUR 1,130 mn. This not
only offset the earlier net foreign currency sales but also further increased
the country’s FX reserves. Gross FX reserves equalled EUR 28.3 bn (EUR
24.1 bn, net) at end-July, covering almost seven months of the country’s
imports of goods and services, which is significantly more than the
minimum prescribed by the relevant international standards.

Despite the challenges posed by perennial crises, the share of public
debt in GDP estimated for 2025 was reduced to 43.7% in June (from 47.2%
at end-2024).

The share of NPLs in total loans was cut considerably since the start
of implementation of the NPL Resolution Strategy in August 2015 — from
22.4% to 2.3% in June 2025.

In late June 2025, the IMF concluded the first review of Serbia’s
performance under the Policy Coordination Instrument (PCI), with a
positive assessment. The current PCI was approved to Serbia in December
2024 for a period of three years. It is advisory in nature and does not
involve the use of financial resources.

Dinar and FX savings
at new record highs

Chart 1 Y-0-y inflation and average dinar
exchange rate
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In July this year, Fitch maintained Serbia’s positive outlook for
achieving investment-grade status, while keeping the country’s credit
rating at “BB+.” The agency cited the following key factors behind the
decision: sound economic policy, responsible public finance management,
growth in FX reserves, and a higher level of economic development
compared to the rating peers’ median.

At end-June 2025, EURO EMBIG for Serbia came at 180 bp, down
by 14 bp from end-2024. It declined further in July, by 31 bp, to 149 bp.

SAVINGS TRENDS!

The continued growth in household savings in 2025 is a sign of
citizens’ trust in the domestic financial system.

Savings in the local currency have increased more than elevenfold
over the past thirteen years, reaching a new record high of RSD 195.7 bn
by the end of June 2025. The structure of dinar savings shows positive
trends, reflected in the growth of long-term deposits — from RSD 2.0 bn in
June 2012 to RSD 22.7 bn in June 2025.

During the same period, FX savings nearly doubled, increasing from
EUR 7.9 bn in June 2012 to EUR 15.7 bn in June 2025. The faster growth
of dinar savings compared to FX contributed to an increase in their share
in total savings — from 1.9% in June 2012 to 9.6% in June 2025.

Despite the decline in interest rates on newly deposited dinar and
euro savings, household savings have continued to grow. Monetary policy
easing by the NBS in the previous period, as well as by the ECB, led to a
decrease in interest rates on household savings. In 2025, the weighted
average interest rate on newly deposited dinar savings fell by 0.4 pp, while
the rate on euro savings decreased by 0.3 pp.

In H1 2025, savings in the domestic currency increased by RSD 4.5
bn (2.4%).

As regards the structure of dinar savings in H1 2025, savings with
maturities up to six months increased, while savings with maturities longer
than six months decreased. The strongest growth was recorded in deposits
with maturities from three to six months (RSD 6.3 bn), followed by
demand deposits (RSD 6.0 bn). The biggest decline was seen in deposits
with maturities of one to two years (RSD 4.2 bn), while more moderate
decreases were recorded in deposits with maturities up to three months
(RSD 1.7 bn) and six to twelve months (RSD 1.0 bn), the latter still being
the most represented maturity in total savings (51.9%). The average
amount of dinar savings per account at the end of June 2025 was RSD
191,000.

! lIncluding residents and non-residents.

Fitch maintained Serbia’s
positive outlook for achieving
investment-grade status

Chart 2 Interest rates and dinar savings
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Chart 3 Interestrates and FX savings
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During the same period, FX savings increased by EUR 313.0 mn, or
2.0%, primarily as a result of a significant shift from demand deposits
(which account for 66.5% of total savings) to term deposits (EUR 346.8
mn), as well as growth in deposits with maturities of six to twelve months
(EUR 223.3 mn). Savings with maturities of three to six months also
increased (EUR 162.5 mn), while FX savings with maturities of one to two
years decreased (EUR 266.5 mn), as did savings with maturities of two to
five years (EUR 89.9 mn). The average amount of FX savings per account
at the end of June 2025 was EUR 4,063.40.

ANALYSIS OF SAVINGS PROFITABILITY

The NBS has been publishing regular semi-annual analyses of the
profitability of dinar and FX savings since June 2018. The analyses of the
profitability of savings are also published in quarterly reports on the
dinarisation of the Serbian financial system and ahead of the World
Savings Day.

The latest analysis was prepared for the period from June 2012 until
June 2025.

The profitability of savings was analysed considering two segments:
the rollover of savings and profitability by subperiods (for three-month,
one-year and two-year maturity).

Interest was calculated based on weighted average interest rates on
new deposits termed for up to one year and one to two years, while the
income at maturity of FX savings was reduced by the tax on interest
income, which since October 2012 equals 15%.>

Profitability of savings — rollover

The analysis of the profitability of savings termed for one year, with
rollover during 13 years (since June 2012), confirmed that a depositor who
saved in dinars, placing a RSD 100,000 deposit, would receive, at the end
of the savings term in June 2025, almost RSD 58,000 (close to EUR 500)
more than a depositor who deposited the equivalent amount in euros during
the same period (calculated using the average RSD/EUR exchange rate in
the month of depositing).

2 Interest income tax for savings in dinars is not payable since 2005.
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At end-June 2025, a depositor who saved in dinars would have RSD
178,725 or EUR 1,525 and a depositor saving in euros would have RSD
120,804 or EUR 1,031.

Table 1 Profitability of savings - rollover in the past thirteen years

Deposit at the end of

Dinar Dinar

Termed lnmal. exchange Maturing exchange EI[Percs
deposit rate* rate*
in RSD
Savings in RSD June 2012 100,000  115.7713 June 2025  117.2074 178,725 1,525
Savings in EUR June 2012 864 115.7713  June 2025  117.2074 120,804 1,031

Difference in favour of dinar savings

RSD (EUR)

* Average monthly middle exchange rate of the dinar against the euro.
** For euro savings, amount after deduction of interest income tax.

57,921 49

Table 1a Profitability of savings by year - rollover in the past thirteen years

1 year 2years 3 years 4 years 5 years 6 years 7 years 8 years 9 years 10years  11years  12years 13 years

Savings in RSD 109,930 120,022 128615 136,152 140,550 144,345 148,083 152,274 155,807 158,658 163,243 171,275 178,725
Savings in EUR 894 918 934 %1 946 950 955 959 967 973 984 1,006 1,031
Difference in favour of dinar savings 7,991 13,931 16,060 20,040 25,103 32,088 35,509 39,464 42,081 44,363 47,79 53,454 57,921
RSD (EUR) (70) (121) (133) (162) (206) (272) (301) (336) (358) (378) (408) (457) (494)

Profitability of savings — by subperiods without rollover

The analysis of the profitability of savings of different maturities Chart 5 Profitability of one-yearsavings
(three months, one year and two years) by subperiods without rollover, ~ (nRSD. bymaturiy date)

showed that in the past 13 years dinar savings termed for a year were more B Diference in favots of inas soings
lucrative than euro savings in as many as 143 out of 145 annual subperiods® 6000 -
(Chart 5). A person who deposited RSD 100,000 in June 2024 would 2000
receive over RSD 1,800 more in June 2025 compared to a depositor placing
RSD 100,000 in the euro equivalent in the same period. 2y

Dinar savings termed for three months were more lucrative than euro B 4 15 16 17 18 1 20 21 2 23 d
savings in almost 92% of cases or 141 quarterly subperiods (a total of 154 2000 |
subperiods were observed),* while savings termed for two years were more Biistiee i (edossine
profitable in all of the 133 observed subperiods.’ e

Source: NBS.

As shown by the analyses, in the observed period of 13 years it was
more profitable to save in dinars regardless of the length of the term.

3 In case of savings with one-year maturity, the first observed subperiod is June 2012 — June 2013, the second observed subperiod is July 2012 — July
2013, etc. The last observed subperiod is June 2024 — June 2025.

“ In case of savings with three-month maturity, the first observed subperiod is June 2012 — September 2012, the second observed subperiod is July
2012 — October 2012, etc. The last observed subperiod is March 2025 — June 2025.

5 In case of savings with two-year maturity, the first observed subperiod is June 2012 — June 2014, the second observed subperiod is July 2012 — July
2014, etc. The last observed subperiod is June 2023 — June 2025.
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Table 2 Profitability of savings termed for a year

Deposit at the end of term
Dinar Interest rate

iti i eriod
Type of savings Termed Imtlal. exchange (in %, Maturing Dinar P
deposit B " exchange rate*
rate p.a.)
in RSD in EUR***
Savings in RSD June 2024 100,000 117.0715 4.35 June 2025 117.2074 104,350 890
Savings in EUR June 2024 853 117.0715 2.84 June 2025 117.2074 102,533 875
Difference in favour of dinar savings - 1,817 15
one year
Difference in favour of dinar savings -
443 4
three months
Difference in favour of dinar savings - 5,276 45

two years
* Average monthly middle exchange rate of the dinar against the euro.

** Weighted av erage rate on dinar and euro deposits termed for up to one y ear - new business.
***For euro savings, amount after deduction of interest income tax.

CONCLUSION

The latest semi-annual analysis of the profitability of dinar and FX
savings for the period from June 2012 to June 2025 showed that in the past
13 years it was more profitable to save in dinars both in the short and long
run.

e Thirteen-year household savings — dinar savings termed for a Dinar savings of all maturities are

year and rolled over in the next 12 years were more profitable more profitable than FX savings

than such savings in euros.

o Two-year household savings — dinar savings termed for two
years were more profitable than savings in euros in all observed
two-year subperiods.

e One-year household savings — dinar savings termed for a year
were more profitable than one-year savings in euros in almost all
observed annual subperiods (almost 99%).

e Three-month household savings — dinar savings termed for three
months were more profitable than savings in euros in most
observed quarterly subperiods (nearly 92%).

Greater profitability of dinar compared to FX savings is
underpinned not only by the higher interest rates on dinar than on euro
savings and a more favourable tax treatment of interest income from dinars
savings, but also by the preserved stability of the financial system and
stability of the exchange rate of the dinar against the euro.



