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NBS publishes Annual Financial Stability Report for 2023 

The NBS attaches great importance to transparent communication with the public, through 

which it provides information about the situation in the Serbian financial system. The key goal 

of this Report is to inform the public about the situation and risks in the financial system and to 

timely identify potential systemic risks. To that end, the Report outlines the key international 

and domestic systemic risks, and the regulatory measures taken to mitigate, remove or prevent 

such risks. The text boxes elaborate on the most topical issues globally and at home with regard 

to financial stability and macroprudential policy. 

Heightened global uncertainties, elevated inflation and tightened monetary conditions had a 

weaker impact on global economic trends in 2023 than initially expected. Despite the risks of 

stagflation and global recession, and after the majority of central banks considerably raised their 

interest rates with a view to curbing inflation, economic activity gradually increased, while 

global inflation lost pace. Nevertheless, tightened monetary and financial conditions, primarily 

in advanced economies, led to a global economic slowdown in 2023, to 3.2% (from 3.5% in 

2022). Economic growth in the euro area, with which we have the closest financial and trade 

ties, slackened notably in 2023, measuring 0.4% (3.4% in 2022). 

Despite the multidimensional crisis, which has lasted for four years, Serbia has managed to 

preserve economic stability and ensure smooth functioning of the domestic financial market, 

preserving consumer and investor confidence. This is reflected in the stable movement of key 

macroeconomic indicators, record-high FDI inflows and gross FX reserves, and continued 

growth in employment and wages. 

 

 

 

 

 

 



✓ Macroeconomic results in 2023 exceeded expectations despite numerous challenges 

from the global and regional environment. 

In 2023, Serbia’s GDP grew by 2.5%, receiving 

positive contributions from all production and 

most service sectors. Real GDP growth continued 

in Q1 2024, measuring 4.7% y-o-y. As Q1 GDP 

growth was higher than anticipated, we revised up 

our 2024 GDP growth expectations to 3.5%. 

Growth will be guided by domestic demand, as 

well as by anticipated export growth resulting 

from earlier investment in export sectors and 

gradual recovery of external demand. GDP growth 

is expected to gain further momentum from 2025, 

to the range of 4–5%, propped up by investments planned under the “Leap into the Future – 

Serbia Expo 2027” programme. 

Thanks to the credible economic policy, all three rating agencies affirmed Serbia’s credit rating 

at BB+ or Ba2, and in early April 2024 Standard & Poor’s raised Serbia’s outlook from stable 

to positive, indicating that this agency could award investment grade to Serbia in the coming 

period.  

✓ Headline and core inflation peaked in March 2023, with both indicators trending on 

a stable downward path thereafter. Average annual inflation in 2023 measured 

12.1%, and average core inflation 9.1%. 

At end-2023, inflation was twice lower than at end-2022, measuring 7.6%. Inflation’s decrease 

was underpinned by monetary policy measures, easing of global cost-push pressures, lower 

imported inflation and a good agricultural season. The inflation slowdown was also prompted 

by a reduction in short-term inflation expectations of the financial and corporate sectors and 

anchoring of medium-term expectations of the financial sector within the bounds of the NBS 

target. Throughout 2023, core inflation moved below the headline, supported by the NBS’s 

monetary policy measures. In the remainder of 2024, inflation will remain on a downward path, 

owing to several key factors – the effects of past tightening of monetary conditions, a further 

fall in inflation expectations and deceleration of imported inflation. 
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Similarly to other central banks, the NBS responded to heightened global inflationary pressures 

by increasing monetary policy restrictiveness. In October 2021, the NBS embarked on monetary 

tightening, by gradually lifting the weighted average interest rate in reverse repo auctions. The 

cycle of key policy rate hikes started in April 2022 and continued in 2023, though at a more 

moderate pace. In 2023 the key policy rate was increased in six rounds, by a total of 1.5 pp, 

reaching 6.50% in July 2023 and remaining at that level until the end of the year. As inflation 

at home had been on a downward path for several months and returned within the target band 

in May 2024, in June and July 2024 the NBS cut the key policy rate by 25 bp each, to 6%. 

The relative stability of the dinar exchange rate against the euro was preserved in 2023, with 

appreciation pressures prevailing throughout a major part of the year. In 2023, the NBS 

intervened in both directions, alleviating pressures on the dinar and contributing to its relative 

stability against the euro throughout the year. During 2023, NBS FX reserves increased further, 

reaching their new highest end-of-year level and strengthening the resilience of the domestic 

financial system to the shocks from the international environment.  

Domestic lending continued up, though markedly losing pace. Higher interest rates on loans 

due to monetary tightening by the ECB and the NBS, tightened credit standards of banks, the 

maturing of loans under guarantee schemes and last year’s high base were factors behind the 

slowdown of lending growth, which moved in a slightly negative territory from September to 

November 2023, only to recover towards the year-end.  

Excluding the exchange rate effect, domestic corporate loans increased by 0.9% from the year 

before. The deceleration of corporate lending growth in the first half of 2023 mostly reflected 

the maturing of guarantee scheme loans. Prolonged monetary tightening of leading central 

Corporate credit activity*
(y-o-y growth rates, %)
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banks and the NBS had no negative consequences on the share of NPLs in total corporate loans 

(companies and the public non-financial sector), which stood at 2.1% at end-December 2023, 

unchanged relative to the same period last year.  

The household sector saw positive trends in 2023, especially in the labour market, owing to 

increases in the net wage, average pension, and employment, as well as a further decline in the 

unemployment rate. In the past eleven years, since the NBS has been implementing the 

Dinarisation Strategy, resident dinar savings have increased eightfold, reaching the record RSD 

136.5 bn at end-2023, as much as RSD 40.8 bn more than at end-2022. FX savings of residents 

came at EUR 13.4 bn at end-2023, also a record high level. Measures which the NBS adopted 

to facilitate the servicing of existing liabilities and access to new sources of funding for 

households and maintain households’ living standard, helped keep the share of NPLs in total 

household loans low, at 4.3% at end-2023.  

General economic and geopolitical uncertainties dented the real estate demand in 2023. As 

opposed to a great number of European countries, the rise in Serbian real estate prices 

continued, though losing steam. The value of construction works performed went up, while the 

number of new construction permits declined. 

✓ In 2023, fiscal policy measures continued to mitigate the negative consequences of 

heightened global uncertainties. 

The Serbian government continued to enact adequate and timely measures aimed at mitigating 

the consequences of global economic slowdown, elevated inflation and global uncertainties on 

the domestic economy and households. More 

favourable circumstances in the energy sector 

and higher fiscal revenues created room for 

increasing capital investments and providing 

additional fiscal incentives to households, to 

raise their living standard. 

In 2023, the general government fiscal deficit 

stood at RSD 181.1 bn, or 2.2% of GDP, which 

is 0.9 pp below the 2022 deficit. Central 

government debt at end-2023 equalled EUR 

Current account deficit financing 
via FDIs
(% of GDP)

Source: NBS
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36.2 bn and its share in GDP stood at 52.0%, down by 3.1 pp relative to end-2022. Compared 

to 2022, the external debt share in GDP edged down by 4.1 pp, coming to 65.3%.  

The year 2023 also saw a record narrowing in the current account deficit share in GDP, to 2.6%, 

from 6.9% in 2022. For the second year in a row, Serbia saw a record high FDI inflow of EUR 

4.5 bn (EUR 4.2 bn net), more than sufficient to fully cover the current account deficit, 

additionally bolstering the long-term sustainability of the external position.  

In 2023, the IMF concluded two successful reviews of Serbia’s stand-by arrangement, which 

was agreed to be treated as precautionary in the remaining term.  

✓ Adequate capitalisation and high liquidity of Serbia’s banking sector helped preserve 

overall financial stability amid heightened global uncertainties, higher loan 

repayment costs and economic slowdown.  

Serbia’s banking sector, accounting for around 91% of financial sector assets, remained stable 

during 2023 thanks to robust capitalisation and high liquidity and profitability indicators. At 

end-2023, banking sector capitalisation was much above the prescribed minimums and above 

the regional average. Liquidity ratios were also significantly above the prescribed minimums. 

Banking sector profitability at end-2023 resulted in a ROA of 2.5% and ROE of 18.1%. The 

results of the conducted macroprudential solvency and liquidity stress tests confirm that the 

banking sector has sufficient capacities to mitigate the consequences of risks to which it may 

be exposed even in the case of the most adverse developments and in an environment of 

elevated global geopolitical uncertainty.  
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In 2023, the NPL share in total loans continued to move close to the historical minimum and at 

the end of the year amounted to 3.2%, which indicates that the growth in loan repayment costs 

did not aggravate bank asset quality and that the NBS measures were timely and adequate. 

The non-banking sector remained mainly unscathed by global uncertainty and challenges – in 

2023, the sectors of (re)insurance, VPFs, financial leasing, payment institutions and electronic 

money institutions posted positive performance results. The key performance indicators of the 

insurance sector, which pertain to total assets, technical reserves, capital and premium, recorded 

a positive trend in 2023, despite numerous challenges. The financial leasing sector’s balance 

sheet assets increased further. Net assets of VPFs were also on the rise. In 2023, the 

development of the payment services market continued, as did the trend of growing interest in 

electronic money. Three payment institutions were licensed to issue electronic money and thus, 

became electronic money institutions. 

The systemic stress indicator recorded a downward trend in 2023 and its average value was 

lower compared to 2022. The low indicator value suggests that, even amid heightened global 

uncertainty, domestic financial markets continued to contribute to the preservation and 

strengthening of financial stability.  
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✓ In order to preserve and strengthen financial stability, the NBS continued to adopt 

measures and decisions to further mitigate the consequences of the multidimensional 

crisis that we have been facing in the past years.  

To preserve the household living standards amid elevated interest rates, in September 2023, the 

NBS adopted the Decision on Temporary Measures for Banks Relating to Natural Persons’ 

Housing Loans, temporarily capping interest rates on housing loans under the conditions 

prescribed.  

The decision facilitating access to housing loans and easing the repayment terms for natural 

persons was in force throughout 2023. Until end-2024, banks can grant a consumer loan, under 

the stipulated terms, to natural persons without the wage or pension transfer. 

To mitigate the risk of the occurrence or increase of a significant maturity mismatch between 

the sources of funding and bank loans, and to encourage reliance on longer-term sources of 

funding, the net stable funding ratio was introduced, applied as of 30 June 2024.  

In 2023, in coordination with the Government, the NBS continued to adopt timely decisions 

and measures, contributing to the preservation and strengthening of financial stability amid 

heightened geopolitical tensions, elevated inflation, high loan repayment costs and global 

economic slowdown. 


