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Introductory note 

The National Bank of Serbia is required to submit to the Parliament its annual and semi-annual monetary 

policy reports, explaining all the factors that affected the implementation of monetary policy in the period 

under review. The annual report must be submitted by 30 June of the following year and the semi-annual 

by 30 September of the year under review.1 

Pursuant to the Statute of the National Bank of Serbia2, the above reports must present and analyse the 

monetary policy strategy, macroeconomic developments (international environment, balance of payments, 

the country’s international investment position, movements in monetary aggregates, prices, wages and 

employment, and other macroeconomic movements), monetary policy defined and monetary policy 

implemented (defined vs. achieved monetary policy objectives, monetary policy instruments and measures 

applied, and other monetary policy-related issues), as well as outline the monetary policy planned.  

The Semi-Annual Monetary Policy Report January–June 2022 was reviewed and adopted by the National 

Bank of Serbia’s Executive Board on 8 September 2022. 

Monetary policy reports are available on the National Bank of Serbia’s website (http://www.nbs.rs). 
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Jorgovanka Tabaković, PhD, Governor 

Željko Jović, PhD, Vice Governor 

Ana Ivković, PhD, Vice Governor 

Dragana Stanić, MA, Vice Governor  

1 Law on the National Bank of Serbia, RS Official Gazette, Nos 72/2003, 55/2004, 85/2005 – other law, 44/2010, 76/2012, 106/2012, 14/2015 – CC decision 
and 44/2018. 
2 RS Official Gazette, Nos 12/2013, 18/2015, 72/2015 and 50/2018.



 

ABBREVIATIONS 
 
bn – billion 

bp – basis point 

CEFTA – Central European Free Trade Agreement 

CPI – Consumer Price Index 

ECB – European Central Bank 

EMBI – Emerging Markets Bond Index 

FAO – Food and Agriculture Organization 

FDI – foreign direct investment 

Fed – Federal Reserve System 

FOMC – Federal Open Market Committee 

GDP – Gross Domestic Product 

H – half-year 

IFEM – Interbank Foreign Exchange Market 

IMF – International Monetary Fund 

mn – million  

NPL – non-performing loan 

OPEC – Organization of the Petroleum Exporting Countries 

pp – percentage point 

Q – quarter 

q-o-q – quarter-on-quarter 

s-a – seasonally-adjusted 

SORS – Statistical Office of the Republic of Serbia 

y-o-y – year-on-year  

 
Other generally accepted abbreviations are not cited. 
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Since early 2022, the macroeconomic environment 

abroad and at home was marked by elevated 

inflationary pressures, also reflecting on NBS monetary 
policy decisions. The spike in global energy and food 

prices continued into 2022, spilling over to producer and, 
by extension, retail (consumer) prices. Soaring global 
demand, often as a result of unleashed pent-up spending, 
encouraged by the lifting of restrictive health measures 
and monetary and fiscal stimuli, was not followed by 
adequate adjustment of supply, strained by global supply 
bottlenecks and rising container freight rates. Among 
other things, this triggered a significant rise in energy 
prices in Q4 2021, also prompted by an increase in 
inventories by some leading world economies. Thereafter, 
the heightening of geopolitical tensions since early 2022 
and the outbreak of the Ukraine conflict drove further up 
the already high global prices of energy, primary 
agricultural commodities and industrial raw materials 
(given that Russia and Ukraine are significant world 
exporters of cereals, with Russia also exporting oil, 
natural gas and some precious metals), pushing them to or 
above their historical highs. Central banks responded to 
mounting inflationary pressures by tightening their 
monetary policies, which also led to the tightening of 
global financial conditions. The scope of monetary 

policy response differed by country, i.e. the strength of 
additional inflationary pressure generators, notably 
domestic demand and labour market conditions. Unlike in 
regional inflation targeters, domestic demand and 

labour market factors in Serbia did not produce any 

major inflationary effects, which is why the NBS 

tightened its monetary conditions to a lesser degree 
than its regional peers. 

In an adverse global environment, the macroeconomic 

setting for monetary policy implementation at home 

has been favourable in the year to date. This reflects 

Overview

the efficient and coordinated monetary and fiscal policy 
response to the pandemic and the energy crisis, including 
other external shocks in the past period, which helped 
preserve investment and consumer confidence, 
production capacities and jobs. 

As a result, despite the escalation of geopolitical tensions 
caused by the Ukraine conflict, Serbia kept a relatively 

high rate of economic activity, which measured 4.1% y-
o-y in H1 2022. Economic growth exceeded expectations, 
which were more modest due to the global economic 
spillovers from the Ukraine conflict. Growth was driven 
by stepped-up activity in service sectors, partly also due 
to the base effect caused by the coronavirus pandemic. An 
impetus to growth also came from the industry and net 
taxes, while construction activity declined compared to 
record H1 2021 levels. We expect agricultural activity to 
remain unchanged this year due to less favourable 
weather conditions, i.e. the drought over the summer, as it 
was the case last year as well. There is also a risk that 
agricultural performance could turn out to be somewhat 
worse than projected. On the expenditure side, economic 
growth in H1 was led by consumption, rising inventories 
and fixed investment. In H1 the projected real export 
growth rates were exceeded, despite the slowdown in 
external demand, but the contribution of net exports 
remained negative due to higher imported quantities of 
energy products.  

Reflecting economic activity, labour market trends at 

home continued to be favourable in H1 2022, as shown 
by the further increase in average wages and formal 
employment, as well as a drop in registered 
unemployment. According to data available for H1 2022, 
the average nominal net wage equalled RSD 72,945, up 
by 13.5% y-o-y, with wages in the private sector rising 
twice faster than in the public sector. Since early 2022 
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relatively high rates (32.7% y-o-y). Despite dampened 
external demand, compared to the same period last year, 
exports picked up in 22 of 23 branches of manufacturing. 
An increase was also noted for remittances inflows and 
surplus on trade in services, owing to the recovery of 
tourism and continued intensive growth in ICT exports. 
At the level of 2022, we expect the share of the current 
account deficit in GDP to equal around 9.4%, mainly due 
to high global energy prices. In the medium run, the 
expansion of export capacities, along with the expected 
waning of the negative effects of external demand and 
unfavourable terms of trade, should contribute to the 
gradual narrowing of the current account deficit and 
preservation of external sustainability. 

External sustainability will also be underpinned by the 
continued relatively high FDI inflows to Serbia, which 
as of mid-April returned to the levels recorded before the 
Ukraine conflict and reached EUR 1.6 bn in the first 

six months. We expect the FDI inflow to amount to 
around EUR 3.4 bn this year (EUR 3.3 bn net), which is 
close to expectations for the years beyond as well. In 
addition to FDI, capital inflows were recorded also on 
account of resident external credit borrowing, while 
outflows were driven by trade loans, higher bank 
balances in accounts abroad and portfolio investment. 
Gross FX reserves of the NBS reached EUR 14.78 bn at 
end-H1 2022, down by EUR 1.68 bn from end-2021. 
They are still at an adequate level and ensure protection 
against external shocks – M1 coverage of 136% and five 
months’ worth of goods and services imports. Net FX 

reserves amounted to EUR 11.91 bn, down by EUR 1.80 
bn from end-2021. In accordance with the principles of 
security and liquidity, assets were invested in highly 
liquid securities issued by the most advanced countries 
and international financial institutions, and placed with 
prime institutions (central banks, international 
institutions and top tier foreign banks).  

As in most other countries in the world, inflation in 

Serbia continued to move along the upward trajectory 

in the year so far. Due to geopolitical tensions between 
western countries and Russia and the resulting continued 
rise in global energy prices and persistently high global 
food prices, y-o-y inflation in Serbia touched 11.9% in 
June, with more than two-thirds of the growth still 
coming from food and energy prices. Core inflation was 
rising under the impact of imported inflation, but was 
much lower than headline inflation, standing at 6.7% y-o-
y in June. Relatively lower core inflation was achieved 
owing primarily to the limited spillover of rising 

imported prices to domestic prices as a result of the 

relative stability of the exchange rate, with an effect also 
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nominal net wages rose faster than inflation in y-o-y 
terms, indicating the preserved growth in real income and, 
on this account, the purchasing power of households. In 
H1 formal employment exceeded 2.3 million persons, up 
by 31,000 in June y-o-y. Registered unemployment 
continued down, to 444,213 in June, down by 96,500 y-o-
y, this being a new record low since comparative statistics 
are available. Such trends reflect the continued 
investment inflow and labour market resilience, despite 
the lingering consequences of the pandemic and other 
external shocks, which have been largely cushioned by 
government economic measures. 

On the fiscal front, revenue continued to rise faster 

than expected in 2022 as well, opening room for an 

additional fiscal policy response in the event of further 

escalation of the global energy crisis. Government 
economic measures aimed at capping the prices of basic 
foodstuffs and energy in the local market continue to 
diminish inflationary pressures, diverting any major 
negative effects on the cost of living and operation of 
companies. The effects of reduced excise tax on 
petroleum products by 15–20% were neutralised by rising 
revenue on other grounds, which contributed to a lower 

general government deficit – of RSD 15.6 bn in H1, 

down by around 60% y-o-y. The new medium-term 
fiscal plan, based on macroeconomic projections from H1 
2022, envisages a decline in the general government 

deficit share in GDP to 3% this year, and 0.5% until 

end-2025, which will ensure a downward trajectory of 
public debt and bring it down to around 51% of GDP in 
late 2025. In line with available fiscal room, fiscal policy 
will focus on further reducing the total tax burden on 
labour, thus further eliminating burden on the economy 
and enhancing its competitiveness. On the expenditure 
side, priority will be on infrastructure and capital projects 
(government outlays for capital investment are projected 
at around 6–7% of GDP p.a.), and the pension and wage 
policy. However, when increasing these largest 
expenditure categories, care will be taken not to raise their 
shares in GDP above the pre-pandemic levels and not to 
cause any major inflationary pressures on the demand 
side.  

According to preliminary data, in H1 the current account 
deficit measured EUR 2.6 bn (9.6% of GDP), up by EUR 
1.9 bn y-o-y. The entire y-o-y increase is due to the higher 
value of energy imports, which mirror rocketing 

global energy prices. Energy imports amounted to EUR 
3.1 bn, up by EUR 2.1 bn from H1 2021, with around 
80% of the increase relating to price growth and 20% to 
higher imported quantities. Working in the opposite 
direction was the continued rise in goods exports at 
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provided by medium-term inflation expectations of the 
financial sector that are anchored within the target band.  

Depreciation pressures, in place since Q4 2021 due to 
elevated energy imports, were additionally fuelled in Q1 
this year amid geopolitical tensions and the escalation of 
the Ukraine crisis. These pressures eased significantly in 
April, with appreciation pressures prevailing as of May. 
Even in an environment of heightened global uncertainty, 
which has marked the year to date, the NBS preserved the 
relative stability of the dinar exchange rate against the 
euro, keeping a close eye on factors from the domestic 
and international market that impact trends in the 
domestic FX market and responding in a timely and well-
calibrated fashion. Since the start of the year until end-
June, the dinar gained around 0.2% nominally against 

the euro, while losing 7.4% against the dollar as the euro 
weakened against the dollar in the international market. 
Until end-June, the NBS intervened in the IFEM by 
selling EUR 1.79 bn net.  

Aware that inflation in Serbia is driven predominantly by 
cost-push pressures from the international environment 
and aiming to ensure the continuity of economic growth 
amid a clouded global growth outlook and mounting 
recessionary risks in a number of countries, the NBS 

continued to moderately tighten monetary conditions. 
Unlike in other regional peers pursuing the inflation 
targeting regime, in Serbia domestic demand and labour 
market factors did not produce any major inflationary 
effects, which is why the NBS launched the monetary 
tightening cycle without changing the key policy rate. 
Since October 2021, it was raising the weighted average 
rate at one-week reverse repo auctions and mopping up a 
greater amount of banks’ excess dinar liquidity via these 
auctions. As the average repo rate almost equalised with 
the key policy rate, at the Executive Board meeting of 
April 2022 the decision was made to start to increase the 
key policy rate. As at August, the rate was raised by 200 
bp to 3.0% (in April, May and June by 50 bp each, and in 
July and August by 25 bp each), whereby a clear signal 
was sent that the central bank will respond whenever 
necessary. The decisions on raising the key policy rate 
were made in line with the estimate that inflationary 
pressures globally and at home were stronger and more 
persistent than initially expected, which required further 
monetary tightening in order to contain the second-round 
effects on inflation expectations.  

Even in an environment of moderate tightening of 
monetary conditions and rising interest rates, borrowing 

conditions in the domestic market can still be assessed 

as favourable as they support credit activity and, by 

extension, economic growth. Total domestic loans 
recorded two-digit y-o-y growth rates and, excluding the 
exchange rate effect, were higher by 13.1% in June, with 
a still higher contribution coming from corporate 
compared to household loans. In June, the NPL share in 

total loans was lowered to the new record low of 

3.26%, suggesting that the bank asset quality did not 
deteriorate even after government economic measures 
were wound down and that it does not pose an obstacle to 
further lending growth.  

Despite a bleaker global growth outlook and a continued 
build-up of cost-push pressures on account of higher 
energy prices, in Q2 domestic economic activity exceeded 
our expectations, which is why we kept the GDP growth 

projection for this year within the range of 3.5–4.5%, 
as we also expected in May. However, due to the expected 
economic slowdown in the remainder of this and early 
next year, in an environment of mounting recessionary 
pressures in the euro area, we adjusted down the 

economic growth projection for 2023 by 0.5 pp, to 3.5–

4.5%. Thereafter, we expect a return to the initially 

expected growth trajectory of around 4–5% p.a., on 
account of the fading effect of the Ukraine conflict on 
external demand, and the planned implementation of 
investment projects, notably in the fields of road, railway 
and utility infrastructure. Given the pronounced 
uncertainty in the international environment, the risks to 
the GDP growth projection for this and next year are 
assessed to be tilted to the downside.  

Under the central inflation projection (August 2022), we 
expect y-o-y inflation to peak in Q3 2022, hit a 

downward trajectory thereafter, decline more 

vigorously in H2 2023 and return within the target 

tolerance band in H1 2024, i.e. by the end of the 
projection horizon. Working towards the calming of 
inflation pressures will be the past monetary policy 
tightening, the expected weakening of the effects of 
global factors behind the rising energy and food prices in 
the past period, and lower external demand amid a bleak 
global growth outlook. The easing of inflationary 
pressures in the near term will also be supported by 
government economic measures capping food and energy 
prices in the domestic market.  

In view of the above, Serbia’s medium-term 

macroeconomic outlook remains favourable, supported 
by the responsible conduct of economic policy, continued 
implementation of structural reforms and large-scale 
infrastructure projects. Monetary policy priority will 

remain to ensure price and financial stability in the 

medium run, while supporting economic growth and 
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inflation’s return within the target band in the projection 
horizon. The NBS stands ready to respond with all 
instruments on hand should any of the risks that would 
keep inflation outside the target band for an extended 
period of time materialise. 

employment, including a further expansion of the export 
sector, and a favourable investment environment. The 
NBS will keep a close eye on geopolitical developments 
and all key factors of inflation at home and abroad, and 
assess whether there is a need for an additional response 
or whether the effects of past monetary tightening ensure 
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The NBS has been implementing a fully-fledged 

inflation targeting regime since early 2009, with 
elements of the regime gradually introduced into practice 
since 2006. In December 2008, the NBS Monetary 
Policy Committee adopted the Memorandum on Inflation 
Targeting as a Monetary Strategy, defining formal 
implementation of the inflation targeting regime from 1 
January 2009. The Memorandum was drafted along the 
lines of the Agreement on Inflation Targeting between 
the NBS and the Government of the Republic of Serbia, 
adopted at the Government session of 19 December 
2008. In the best collective judgement of the NBS  
and the Government, this was the most appropriate 
monetary policy regime under the circumstances 
prevailing at the time. 

The inflation targeting regime is pursued by a significant 
number of central banks worldwide as a pragmatic 
response to deficiencies of other monetary policy 
regimes. The choice of the regime was strengthened by 
the awareness that high rates of inflation dampen 
economic growth and employment and that the monetary 
policy focus should therefore be shifted from short-term 
demand management to medium-term price stability 
which lies at the core of inflation targeting. More of a 
framework than a set of rigid monetary policy rules, this 
regime is based on a numerical target for inflation in the 
medium term and a discretionary right to respond to 
economic shocks in the short term. 

The NBS inflation target is defined in terms of the 

headline inflation rate (with a tolerance band) 

measured as the annual percentage change in the 

Consumer Price Index (CPI). In order to define the 
framework for medium-term monetary policy decision-

I Strategic monetary policy framework

making and to anchor and stabilise inflation expectations, 
inflation target is set in advance. In the case of Serbia, 
inflation target is set for three years ahead until the 
process of nominal, real and structural convergence to the 
EU is completed. As the process is ongoing, inflation 
target is slightly above the quantitative definition of price 
stability and the target inflation level in advanced 
countries (2.0% or 2.5%). Thus, at end-2021, inflation 

target was set at 3.0% until December 2024, with the 

tolerance band of ±1.5 pp.1  

By keeping the midpoint at 3.0%, the NBS has confirmed 
its determination to keep inflation at a low level in the 

medium run, which is one of the key prerequisites for 

preservation of business and consumer confidence. 
This reflects a favourable macroeconomic performance, 
preserved even during the pandemic, and achieved owing 
to full coordination of monetary and fiscal policies. 
Moreover, amid changeable prospects of global recovery 
and volatile trends in the international commodity and 
financial markets, by keeping the target unchanged, 
monetary policy contributes to a further increase in our 
economy’s resilience to potentially negative external 
influences, and thus to the preservation of a solid growth 
outlook of our economy. 

The width of the target tolerance band was kept at ±1.5 
pp, which diminishes the need for frequent monetary 
policy interventions and contributes to higher 
predictability of monetary conditions. Being a small and 
open economy, Serbia is exposed to developments in the 
international commodity and financial markets, which 
may cause temporary volatility of headline inflation. The 
target band leaves to the NBS broader room to work on 
the achievement of its second objective – financial 

1 The NBS’s Memorandum on Inflation Targets until 2024 was adopted at the 
meeting of the NBS Executive Board of 9 December 2021.



stability, and to support the Government’s economic 
policy, which encourages sustainable economic growth. 

The inflation target is a medium-term objective, which 
means that inflation can deviate from the target in the 
short term due to exogenous shocks. The NBS will allow 
temporary deviations from the target if bringing inflation 
back to the target in the short term warrants monetary 
changes that would cause disruptions to macroeconomic 
processes. This also applies to sudden shocks in primary 
commodity prices or deviations from the planned growth 
in prices under direct or indirect government regulation. 

The NBS strives to achieve the targeted rate of inflation 
by changing its key policy rate, i.e. the interest rate 

applied in the main open market operations. This 
interest rate is the key monetary policy instrument and the 
decisions on its level are based on the analysis of 
economic circumstances, assessment of future 
developments and the medium-term inflation projection. 
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Other monetary policy instruments play a supporting role 
– they contribute to the smooth transmission of the impact 
of the key policy rate on the market, as well as to the 
development of the financial market, without jeopardising 
financial stability. 

The NBS implements a managed float exchange rate 

regime. Interventions in the FX market aim to ease 
excessive short-term volatility of the exchange rate, 
safeguard price and financial stability, and maintain an 
adequate level of FX reserves.  

To strengthen the transparency of its monetary policy and 
the effectiveness of communication with the public, the 
NBS Executive Board makes monetary policy decisions in 
line with the agreed schedule of meetings and regularly 
informs the public about the implementation of inflation 
targets and measures taken to achieve them. Also, when 
publishing the Inflation Report, monetary policy decisions 
and macroeconomic projections are explained in detail.
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1 Monetary policy since early 2022   

Since early 2022, monetary policy was pursued in 
accordance with the NBS Monetary Policy Programme 

in 20222 and contributed to ensuring macroeconomic and 
financial stability amid strong shocks stemming from the 
international environment, primarily geopolitical tensions 
due to the Ukraine conflict which decelerates global 
economic growth, strengthens inflationary pressures and 
increases uncertainty. The Monetary Policy Programme, 
adopted in December 2021, envisaged that the NBS 
would remain committed to preserving the price stability 
in the medium run, thus contributing in the best way to the 
preservation of the financial stability and sustainable 
economic growth. As so far, the National Bank of Serbia 
maintained the necessary flexibility of monetary policy in 
terms of the scope of the response and use of instruments 
in order to ensure price stability in the medium run, and 
continued to support sustainable economic growth. 
Monetary and fiscal policies will remain coordinated – 
both mutually and with structural policies – in order to 
further strengthen the resilience to potential negative 
effects of factors from the international environment.  

Since early 2022, the NBS further tightened monetary 

conditions – until the April meeting by raising the 

weighted average rate at reverse repo auctions where 
excess liquidity is withdrawn from the banking system 
over a one-week term, and since April also by 

increasing the key policy rate. 

In the period January–March, the Executive Board 
kept the key policy rate unchanged at 1.0%, as well as the 
rates on deposit (0.10%) and lending facilities (1.90%). 
However, in conditions of elevated inflationary pressures, 

II Monetary policy and achievement of      

    the inflation target 

mainly under the impact of supply-side factors from the 
international environment, the NBS continued to use the 
flexibility provided by the existing monetary framework 
– by increasing the weighted average rate at one-week 

reverse repo auctions, as well as the percentage of 

excess dinar liquidity withdrawn in those auctions. 
The process of gradually reducing the degree of monetary 
policy accommodation started in October 2021. Until the 
April meeting of the NBS Executive Board, the weighted 
average rate in securities repo sale auctions increased by 
a total 84 bp. The repo sale auctions have been taking 
place at the multiple-rate method since December 2012 
(instead of the fixed-rate method applied hitherto), 
opening room for the NBS to adjust monetary conditions 
without changing the main interest rates, and to respond 
even between the Executive Board meetings. 

Given that the average repo rate became almost equal to 
the key policy rate, the cycle of key policy rate hikes 

began in the April meeting. Until August, the key 

policy rate was raised by 200 bp, to 3% (in April, May 
and June by 50 bp each, and in July and August by 25 bp 
each). The NBS interest rate corridor was also widened to 
± 1.00 pp relative to the key policy rate. Hence, following 
the August key policy rate hike, the lending facility rate 
equalled 4.0% and deposit facility rate – 2.0%. The 
Executive Board’s decision to tighten monetary 
conditions was motivated by inflationary pressures 
mostly from the international environment, which proved 
stronger and more persistent that initially anticipated, 
especially following the outbreak of the Ukraine crisis. 
The NBS has helped contain the spillover of rising import 
prices onto domestic prices also by maintaining the 

relative stability of the dinar exchange rate against the 

euro. From the start of the year until end-July, the dinar 

2 RS Official Gazette, No 119/2021.
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gained around 0.2% against the euro and lost 9.6% against 
the dollar due to the dollar’s strengthening against the 
euro in the international market. 

The decision to further tighten monetary conditions was 
primarily influenced by higher import and producer 

prices, which reflected the previous hike in the global 
prices of energy, food and raw materials, including 
soaring transportation costs, as well as global supply halts 
and shortages of some inputs in production. Inflationary 
effects of these factors were further compounded by 
geopolitical tensions and the outbreak of the Ukraine 
crisis, which spurred a hefty increase in energy prices, 
global prices of primary agricultural commodities and 
metals. Given that Russia and Ukraine are important 
world producers of cereals and metals, and Russia is also 
a producer of oil and natural gas, the prices of these 
products approached their historical highs or even 
exceeded them. This has also raised fears that shortages 
and delays in global supply chains, which were expected 
to be resolved gradually this year, could continue. Even 
though a weaker global growth outlook and a greater risk 
of recession in the USA and the euro area stabilised the 
global prices of primary commodities in recent months, 
they are still significantly higher than early this year.  

Heightened geopolitical tensions added to uncertainty 

in the international financial market amid a weaker 
global economic growth outlook. Along with the effects 
of the achieved and anticipated monetary policy 

tightening of leading central banks, the Fed and the 
ECB, this dented investor readiness for portfolio 
investments and pushed up the risk premium of Serbia 
and other emerging economies in Europe, spilling over 
onto higher neutral rates in these countries. 

As expected, in the year so far the Fed tightened 
monetary conditions by raising its Fed funds rate to the 
range of 2.25–2.5% at end-July 2022, as well as by 
normalising its balance sheet. It is evident that the Fed 
will continue to tighten its monetary conditions in the 
coming period. The ECB did not change its main interest 
rates during H1 2022 and continued to normalise its 
monetary policy by reducing its QE programme. 
However, in its June meeting, the ECB announced the 
beginning of a cycle of rate hikes as of July. Although it 
was announced that the policy rate would be raised by 25 
bp, the increase in July was higher than expected and 
measured 50 bp. Further hikes are expected going 
forward. The ECB decided to wind down its APP 
programme by early July. Also, in its extraordinary 
meeting in June, the ECB decided to apply flexibility in 
reinvesting redemptions coming due in the PEPP, and to 
introduce a new tool to prevent market fragmentation and 

an unjustified excessive rise in yields on securities of 
some euro area economies. Leading central banks’ future 
monetary policy decisions will depend primarily on the 
strength and persistence of inflationary pressures, which 
have so far proved to be stronger than expected, but also 
on the growth prospects of their economies, which are 
less favourable than anticipated. Given that the Fed’s 

and ECB’s faster than anticipated monetary policy 

normalisation could lead to lower capital inflows and 

depreciation pressures in emerging economies going 

forward, the Executive Board noted that this 

warranted caution in the NBS’s monetary policy 

making. 

As opposed to geopolitical tensions and the pace of 
normalisation of monetary policies of leading central 
banks, uncertainty as to the impact of the course of the 

pandemic and the appearance of new coronavirus 

strains on the pace of global economic growth, global 
prices of primary commodities and hence on inflation, 
weakened in the year to date. А growing number of 
countries have relaxed restrictive health-related measures, 
assessing that the negative effects of the pandemic were 
milder than in the previous waves. However, amid rising 
inflationary pressures from higher prices of energy and 
primary commodities, as well as continued disruptions in 
global supply chains, sanctions imposed on Russia by the 
western countries and shaken consumer and investor 
confidence, the global growth projection has been revised 
down for this year. This could particularly affect the euro 
area, our most important trade partner, considering its 
strong trade and financial ties with Russia, and especially 
its energy dependence on Russia. 

Global inflation growth continued in 2022 and in most 
countries, including the euro area, exceeded the 
expectations, leading to continuous upward revision of 
inflation projections. In the euro area, Serbia’s key trade 
partner, inflation measured 8.6% y-o-y in June, with 
producer prices rising by 36.3% in May fuelled by 
significantly higher prices of energy, food and industrial 
raw materials. In the inflation-targeting regional peers 
with which we have important trade ties, double-digit 
inflation is not only driven by higher energy prices and 
other production costs, but also by domestic demand and 
labour market conditions, as evidenced by core inflation 
which is higher in these countries than in Serbia. For this 
reason, in the previous months, the central banks of these 
countries tightened monetary conditions to a greater 
degree than the NBS did.  

In line with the NBS expectations, inflation in Serbia 
continued on the upward trajectory in Q1 2022, but due to 
stronger global inflationary pressures it was higher than 
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anticipated and stood at 9.1% y-o-y in March. In Q2, 
under the impact of elevated food and energy prices, 
inflation moved at a somewhat higher level than expected 
in the May projection and measured 11.9% y-o-y in June. 
Around two thirds of the contribution resulted from the 
rise in food and energy prices. Moreover, high air 
temperatures and drought in July suggest that this year’s 
agricultural season will probably be weaker than 
anticipated and that a typical decline in fruit and 
vegetable prices in Q3 will most likely not occur. Also, 
cost-push pressures arising from food prices will weaken 
less than anticipated in the May projection. 

Core inflation in the domestic market (excluding prices 
of food, energy, alcohol and cigarettes), which is most 
affected by monetary policy, also continued up, driven by 
the higher imported inflation. It was still significantly 
lower than headline inflation and measured 6.7% in June. 
What helped keep core inflation at a lower level is the 
relative stability of the exchange rate, which has been a 
powerful anchor of price stability over the past eight 
years, and the absence of any stronger demand-side 
inflationary pressures. 

Inflation expectations of the financial and corporate 
sectors for one year ahead grew moderately over the past 
months, and currently stand above the upper bound of the 
target tolerance band. Still, financial sector’s medium-

term expectations are lower and within the target 

band, indicating that the financial and corporate sectors 
consider that the factors driving inflation up will begin to 
subside in the period ahead. 

In making its monetary policy decision, the Executive 
Board had in mind that current tightening of monetary 

conditions would not significantly weaken domestic 

demand. According to SORS estimate, GDP growth 
came at 4.3% y-o-y in Q1. On the production side, growth 
was led by the service sectors and industry, and on the 
expenditure side, by inventories, private consumption and 
fixed investment. On the other hand, the contribution of 
net exports was negative, mainly due to elevated energy 
imports. Despite a weaker global growth outlook for this 
year due to the Ukraine conflict, as well as unfavourable 
economic activity indicators for the euro area in Q2, 
Serbia’s manufacturing output and export are rising 
further, indicating that, for the time being, subdued 
external demand did not have significant negative effects 
on our country. This is probably due to investment in 
tradable sectors in previous years, which significantly 
boosted export supply, while the May rise in exports also 
reflected stronger exports of agricultural products after 
the easing of temporary export caps. According to SORS 
data, GDP growth came at 3.9% y-o-y in Q2. However, 

economic activity is expected to slow down in the 
remainder of the year, reflecting weaker global growth 
prospects, rising production costs driven by higher energy 
prices, as well as heightened global uncertainty amid 
pronounced geopolitical tensions.  

Although inflation will probably be higher than in the 
May projection over the projection horizon, mainly due to 
the continued increase in global prices of energy and 
imported inflation, the Executive Board estimated that 
inflation would peak in Q3, resume a downward 

trajectory thereafter and return within the target 

band in H1 2024. However, until the end of the 
projection horizon, it is expected to move at a higher level 
than anticipated in May. Inflation will slow down as a 

result of the effects of past monetary policy tightening 

and the anticipated weakening of the effects of global 

cost-push pressures. As the main risks to inflation and 
other economic developments continue to emanate from 
the international environment, the NBS will continue to 
monitor and analyse trends in the international 
commodity and financial markets and assess whether 
there is a need for additional tightening of monetary 
conditions or whether the effects of past measures provide 
for a sustainable return of inflation within the target 
tolerance band over the projection horizon. Delivering 
price and financial stability in the medium term will 
remain a priority of the NBS’s monetary policy, along 
with supporting continued growth and development of 
our economy, a further rise in employment and a 
favourable investment environment. 

 

2 Monetary policy instruments 

The main monetary policy instrument of the NBS is the 
key policy rate, i.e. the interest rate on the main open 

market operations. The role of the key policy rate is 
supported by the corridor of interest rates on deposit 

and lending facilities and by other open market 

operations. In addition to the key policy rate, the NBS 
uses other instruments of monetary regulation, notably 
reserve requirements and operations in the FX market. 

 
Open market operations 

The main open market operations of the NBS in H1 2022 
were again one-week reverse repo transactions, i.e. 
repo sale of securities (liquidity absorption). 

The NBS implemented repo transactions using its own 
securities. For the needs of repo sale, one series of T-bills 
issued in late 2021 was used, in the total nominal value of 
RSD 500 bn. This is consistent with the practice from 



earlier years which enables a more adequate management 
of securities within the same series and facilitates 
liquidity management for banks.  

In H1, twenty-six repo sale auctions were organised. 
Auctions were organised once a week, applying the 
model of the variable multiple interest rate. Total 
securities sales amounted to RSD 1,379.0 bn, which was 
somewhat higher than in H2 2021 (RSD 1,360.6 bn).  

The stock of NBS securities in banks’ portfolios averaged 
RSD 54.5 bn in H1 2022, up by RSD 2.7 bn from H2 
2021. Relative to end-2021, the stock of these securities 
decreased, measuring RSD 5.0 bn at end-June.  

In the conditions of global uncertainty due to the outbreak 
of the Ukraine crisis, as of end-February 2022, the NBS 
provided banks with additional dinar liquidity through 
bilateral repo purchases of dinar government securities in 
a limited amount and in the short run. Through these 
transactions, the NBS provided liquidity in the amount of 
RSD 116.6 bn until end-June 2022 and the stock of repo 
purchased dinar securities amounted to RSD 18.6 bn as at 
30 June.  

In addition, the NBS also mediated in the interbank repo 
transactions, engaging in repo sales of its T-bills with 
banks that have excess liquidity, and in repo purchases of 
dinar government securities with other banks which 
needed liquidity, with a neutral effect on the overall dinar 
liquidity. The purpose of these transactions is to 
redistribute excess dinar liquidity between banks which 
do not have limits for mutual trading, and contribute to 
preserving stability in the interbank money market.  
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Deposit and lending facilities 

In H1 2022, banks continued to place overnight deposits 
with the NBS, which averaged RSD 45.7 bn, down by 
RSD 33.8 bn from H2 2021. The highest average daily 
stock was recorded in January (RSD 68.5 bn) and the 
lowest in May (RSD 29.4 bn).  

In H1 2022, banks used lending facilities as intraday 
loans (two banks) in the total amount of RSD 119.0 bn 
and overnight loans (one bank) in the total amount of 
RSD 1.0 bn.   

 
Required reserves 

In H1 2022, the amount of calculated required reserves 
allocated in dinars increased by RSD 6.4 bn, standing at 
RSD 253.7 bn in June. This increase reflects growth in 
FX required reserves allocated in dinars (by RSD 10.6 
bn), while dinar required reserves fell by RSD 4.2 bn. 

In the same period, the amount of calculated required 
reserves allocated in foreign currency increased by EUR 
149.4 mn and came at EUR 2,625.7 mn in June. This was 
driven by the increase in the FX base by EUR 1,134.1 mn, 
mostly due to greater FX savings of citizens.  

 
Interest rates 

In Q1 2022, the NBS key policy rate was kept at 1.00%, as 
was the interest rates corridor (± 0.90 pp relative to the key 
policy rate). Amid elevated inflationary pressures in the 
international and domestic markets, which were further 
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Nevertheless, the NBS responded decisively and 
maintained the relative stability of the dinar exchange rate 
against the euro. As the relative stability in the domestic 
FX market was preserved, the effect of the factors causing 
the weakening of the dinar started to gradually wane in 
April, while May and June saw the prevalence of 
appreciation pressures. Elevated FX supply in Q2, which 
led to the strengthening of the local currency, reflected the 
increase in net indexed bank assets, high net foreign cash 
purchases (which were the highest in May), as well as FX 
supply of some residents and non-residents. The FX 
supply was also supported by the lengthening of the FX 
position of banks on account of the use of payment cards. 

In H1 2022, the NBS net sold EUR 1,790.0 mn in the 
IFEM (selling EUR 2,115.0 mn, net, in Q1 and buying 
EUR 325.0 mn, net, in Q2). 

 
FX swap auctions of the National Bank 

of Serbia 

In H1 2022, the NBS continued to hold its regular three-
month and two-week FX swap purchase and sale auctions 
in order to encourage the development of interbank swap 
trading and facilitate more efficient liquidity management 
for banks.  

In H1 2022, 48 regular three-month swap auctions were 
held, at which the NBS swap sold and bought EUR 5 mn 
each, as well as 46 regular two-week auctions, at which it 
swap sold and bought EUR 22.0 mn each. 

In H1 2022, the NBS introduced the possibility for banks 
to conclude bilateral transactions of swap purchase and 
sale of foreign exchange – euros with the NBS. The NBS 
introduced bilateral swap transactions in order to facilitate 
liquidity management by banks, helping them overcome 
the problem of insufficient limits for concluding interbank 
transactions, but also in order to ensure greater flexibility 
compared to regular swap auctions regarding the moment 
of concluding transactions and their maturity. The NBS 
realised a total of EUR 789.0 mn in bilateral swap auctions 
in H1 2022.  

 

3 Achievement of inflation target in     

   the period January–June 2022    

Due to the continued robust rise in global prices of 
primary commodities since early 2022, intensified 
further by the escalation of the Ukraine crisis and 
geopolitical tensions, inflation in Serbia, as in other 

intensified with the outbreak of the Ukraine crisis, the 
NBS Executive Board raised the key policy rate by a total 
of 200 bp in April, May, June, July and August, to 3.0% 
(the interest rate corridor was widened to ± 1.00 pp relative 
to the key policy rate in April). Hence, the deposit facility 
rate equals 2.0% and the lending facility rate – 4.0%.  

In the same period, the interest rate at which the NBS 
calculates and pays interest on the average daily balance of 
allocated dinar required reserves was raised in April from 
0.10% to 0.25%, in May to 0.50% and in June to 0.75%. 

 
Foreign exchange market operations 

Under the 2022 Monetary Policy Programme, the NBS 
continued implementing the managed float exchange rate 
regime, with the possibility to intervene in the FX market 
with a view to easing excessive short-term volatility of 
the dinar against the euro, and maintaining price and 
financial stability and an adequate level of FX reserves. 

In H1 2022, the dinar gained 0.2% against the euro in 
nominal terms. Q1 was marked by strong depreciation 
pressures caused by elevated FX demand of domestic 
enterprises – energy importers, reflecting higher imports 
but also increased global energy prices amid the 
geopolitical and energy crisis caused by the situation in 
Ukraine. Moreover, despite clear messages from the NBS 
that the stability of the domestic FX market will not be 
threatened and that there is no reason for citizens to 
intensify their foreign currency purchases, March saw 
record high net sale of foreign cash by banks, causing 
additional depreciation pressures on the dinar. 
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countries in the region and the world, continued on an 
upward path in H1, driven by higher food and energy 
prices (with over two thirds of the contribution to y-o-y 
inflation growth).  

Y-o-y inflation first increased to 9.1% in March, 
predominantly driven by the hike in food prices under the 
impact of last year’s drought, soaring global prices of 
primary agricultural commodities and energy. The hike 
in global prices of primary commodities and energy 
translated to higher transportation and production costs, 
which, together with the absence of the anticipated drop 
in fruit and vegetable prices with the onset of the new 
agricultural season, led to an additional increase in the 
prices of food. Y-o-y inflation therefore accelerated to 
11.9% in June, along with a significant hike in energy 
prices at home.  

Amid rising import and producer prices, y-o-y core 

inflation (measured by CPI excluding energy, food, 
alcohol and cigarettes) grew in H1 as well – 4.8% in 
March and 6.7% in June. Despite unfavourable global 
circumstances, core inflation, which is most affected by 
monetary policy measures, was significantly lower than 
headline inflation in all months, primarily owing to 
preserved relative stability of the exchange rate and 
medium-term inflation expectations of the financial 
sector anchored within the target band. 

By CPI components, prices in the group of food and 

non-alcoholic beverages increased by 18.8% y-o-y in 
H1 on the back of much higher unprocessed food prices 
(25.4%, with a 2.7 pp contribution to inflation) and 
broad-based growth in processed food prices (15.4%, 
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with a 3.2 pp contribution), which reflect higher prices of 
industrial raw materials and transport. 

Energy prices grew by 15.2% y-o-y in H1, dominantly 
reflecting a significant hike in the prices of petroleum 
products (27.8% y-o-y, with a 1.7 pp contribution to 
inflation), and to a lesser degree, a higher than usual rise 
in the prices of solid fuels – coal and firewood (28.6% y-
o-y, with a 0.6 pp contribution), under the impact of a 
continued surge in global energy prices and the risk 
regarding their availability in the winter months. Despite 
the unprecedented increase in the price of natural gas in 
the global market, the price for households in Serbia has 
not been changed in order to protect the purchasing 
power of consumers who use this energy source.  

With a view to preventing a more extensive and 
permanent spillover of increased global energy and food 
prices onto domestic prices and mitigating the negative 
effects on the living standards of citizens and economic 
activity, the Government undertook a series of 

administrative and fiscal measures in late 2021 and 
earlier in 2022 in an effort to temporarily limit the hike 
in the prices of the most important categories of food and 
energy, which largely determine headline inflation. 

The prices of industrial products (excluding food and 

energy) posted a 7.7% y-o-y rise in H1, mainly driven by 
the higher prices of furniture, household appliances and 
maintenance (10.9%, with a 0.4 pp contribution), 
vehicles and spare parts (9.0%), as well as regular annual 
adjustment of the excise tax on cigarettes (6.3%). The 
prices of other industrial products were higher in H1 
relative to the same period last year as well, reflecting 
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also a rise in the prices of petroleum products which are 
used in their production. 

The prices of services rose by 5.8% y-o-y in H1, led 
primarily by the increase in the prices of catering 
(13.1%) and transport services (8.9%), with a 0.3 pp 
contribution to inflation each. Moreover, the prices of 
other services categories edged up y-o-y in H1, reflecting 
also the gradual relaxation of containment measures. 

Administered prices, under direct or indirect 
government regulation, rose 1.8% in H1 (contributing 
0.3 pp to inflation).
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1 International environment 

Economic activity and inflation 

The slowdown in global growth and the pick-up in 

inflation marked the first half of 2022, dominantly amid 
the late February escalation of Ukraine crisis, whose 
duration and overall consequences are accompanied by a 
high level of uncertainty. Therefore, leading international 
financial organisations made several downward revisions 
of their global growth projections for 2022 – in June, the 
World Bank forecast growth of 2.9%, and in July the 
IMF’s projection stood at 3.2%, with both institutions 
agreeing in their estimate that risks to the projection are 

pronouncedly skewed to the downside in conditions of 
disrupted food and energy safety and the possibility of a 
total halt in natural gas supply from Russia to Europe, 
difficulties regarding reining in inflation, tightening of 

III Macroeconomic environment      

        

financial conditions and problems in debt repayment in 
some emerging and developing countries on this account, 
additional slowdown of the Chinese economy, as well as 
concerns over the further fragmentation of global trade, 
financial and investment flows. 

In Q1 the euro area economy posted growth of 0.7% s-a, 
driven by an increase in net exports and inventories, and 
then 0.8% s-a in Q2 amid favourable results of the tourist 
season in South European countries once containment 
measures were alleviated. Despite a recovery in demand 
for services that imply physical contact, higher energy 
and food prices are having a restricting effect on 
consumer demand, while disruptions in global value 
chains, amplified by the Ukraine crisis and frequent 
lockdowns due to China’s zero tolerance to the pandemic, 
restrict production and trade activity. Taking this into 
account, in June the ECB projected euro area’s GDP 
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dip of 0.2% s-a in Q2 amid depleting inventories and 
fixed investments, which means that H1 saw the US 
economy in a technical recession. This was indicated by 
the slower growth in industrial production over the past 
months and contraction in new orders in June, for the first 
time in two years, as well as by deterioration in consumer 
confidence. In conditions of a sharp monetary policy 
tightening, which will most likely continue throughout 
the year, in June the FED forecast US GDP growth of 
1.7% in 2022, much lower than in previous projections. 

Headline inflation in the USA (measured by the change 
in the CPI) trended up until April, when it slowed down 
slightly, only to climb to 9.1% y-o-y in June (its highest 
level in four decades) on account of a robust hike in 
energy and food prices. Core inflation in the USA 
(excluding energy and food prices) first went up in Q1 
and then down in Q2 (due to decelerated growth in 
product prices), measuring 5.9% y-o-y in June, its lowest 
level since the start of the year. The Fed estimated that 
persistently high inflation is attributable to a series of 
factors on the supply and demand sides, which 
significantly hinders efforts to rein in cost-push pressures 
in the period ahead.  

Economy in the CESEE region3 posted growth of 7.4% 
y-o-y in Q1 as a result of stepped-up domestic demand 
(10.8 pp contribution to GDP), while the reduction in 
external demand acted in the opposite direction (with a 
3.4 pp negative contribution to GDP). Q2 saw a 
slowdown in the rise of consumption and investments. 
Coupled with the contraction in net exports, this resulted 

growth at 2.8%, significantly lower than previous 
forecasts. Risks to the projection remain considerably 
tilted to the downside, especially in light of the possible 
issues with energy supply to European countries (notably 
natural gas), which would lead to new hikes and a fall in 
production.  

As for results recorded in countries that are Serbia’s key 
foreign trade partners in the euro area, the German 

economy rose 0.8% s-a in Q1, while in Q2 it recorded 
negligible growth (0.1% s-a). The Italian economy edged 
up slightly in Q1 (0.1% s-a) and accelerated to 1.1% s-a in 
Q2, mostly owing to increased activities in the services 
sector. 

Inflation in the euro area accelerated during H1, 
reaching 8.6% y-o-y in June as a result of a significant 
increase in energy and food prices amid elevated costs of 
fuel and fertilizers, and hampered supply. Core inflation 

in the euro area also struck an upward path in H1, 
measuring 3.7% y-o-y in June on account of the higher 
prices of industrial products and the prices of services, 
whose y-o-y growth was nonetheless somewhat smaller in 
June than in May. The slower y-o-y growth in the prices of 
services (notably transport ones) led to a mild deceleration 
in y-o-y inflation in Germany, to 8.2% (from 8.7% in 
May, measured by a change in HCPI), while y-o-y 
inflation in Italy, after slowing down in April, by end-H1 
continued to trend upwards and came at 8.5% in June.  

The US economy recorded a fall of 0.4% s-a in Q1, 
notably due to a decrease in net exports, and an additional 

5 The region includes Romania, Hungary, the Czech Republic, Slovenia, Bulgaria, 
Croatia, Slovakia and Poland. 
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in noticeably slower economic growth in the region – 
4.8% y-o-y. Analysts estimate that external demand will 
continue to decelerate, while elevated inflation and 
monetary policy tightening will limit domestic demand. 
Therefore, economic growth in the region is set to weaken 
in the remainder of 2022 at a pace similar to that of the 
euro area, with which countries in the region conduct the 
bulk of their trade. 

All observed CESEE region countries recorded 
consumer price growth during H1, against the backdrop 
of a significant hike in energy, food and raw material 
prices, additionally triggered by the outbreak of the 
conflict in Ukraine, due to hindered supply and shortages 
of some energy sources, agricultural products and base 
metals. Therefore, governments of these countries took 
numerus fiscal and administrative measures to curb 
excessive growth in the prices of energy and basic 
foodstuffs. In y-o-y terms, headline inflation in June came 
at 17.2% in the Czech Republic, 15.5% in Poland, 
15.1% in Romania and 11.7% in Hungary. 
Concurrently, y-o-y core inflation also rose, indicating 
that inflationary pressures are broadly dispersed. Still, 
some leading analysts estimate that in Q3 inflation will 
peak in the observed countries of the region, after which 
it should embark on a downward path.  

After rising 3.5% y-o-y n Q1, the Russian economy 
faced a series of shocks when the conflict in Ukraine 
broke out and the EU and Western countries imposed 
sanctions pertaining to comprehensive restrictions in 
foreign trade, difficulties in procuring raw materials and 

components, and disruptions in deliveries of a certain 
number of products to the Russian market. Under the 
impact of the consequences of the Ukraine crisis and 
Western sanctions, economic activity is expected to 
record a fall in Q2 (4.0% y-o-y according to the state 
statistical office), which should measure 6.0% in 2022 
according to the IMF’s July projection.  

In Q1 the Chinese economy posted growth of 4.8% y-o-
y, which slowed down significantly in Q2, to 0.4% y-o-y, 
amid the renewed spread of the coronavirus and closure 
of key industrial zones and ports. At the level of H1, 
growth in China’s GDP was estimated at 2.5% y-o-y, 
while in July the IMF estimated China’s annual growth at 
3.3% given the consequences of frequent lockdowns and 
the prolonged crisis in the real estate sector. 
 
Monetary policy 

During H1 2022, the ECB did not change its main 
refinancing rates, and its monetary policy normalisation 
continued with QE decrease. Still, in the June meeting, 
the ECB announced that the cycle of interest rate hikes 
will begin in July. Thus, the main refinancing rate was 
raised by 50 bp in July, more than had been announced in 
June (25 bp). Further increases are expected in upcoming 
meetings as well, depending on incoming economic data 
and medium-term inflation outlook, and as part of the 
ongoing monetary policy normalisation the ECB 
announced it would consider options for remuneration of 
purchased excess liquidity. 

After revising down the planned amounts of asset 
purchases within the APP programme, in the June 
meeting the ECB decided to end the programme as of 1 
July. As so far, the ECB said that principal payments 
from maturing securities purchased under the APP will 
be reinvested for an extended period of time past the date 
when it starts raising its rates. Once the volume of asset 
purchases within the PEPP programme was trimmed at 
the start of the year, as announced, it was ended at end-
March, and the principal payments from maturing 
securities within the programme will be reinvested at 
least until the end of 2024. In the event of market 
fragmentation (i.e. growth in yield rates on bonds of 
some countries), reinvestments will be adjusted flexibly 
by increasing temporarily the purchase volume of bonds 
of certain countries. Securities purchases within the 
programme could also be resumed, if necessary, to 
counter negative shocks related to the pandemic. 
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As announced, a new TPI instrument (Transmission 
Protection Instrument) was presented in July, the aim of 
which is to prevent fragmentation and higher yield growth 
on securities of some members of the Monetary Union. 
The TPI enables secondary market purchases of public 
sector debt securities (with a remaining maturity between 
one and ten years) of member countries experiencing a 
deterioration in financing conditions. The scale of TPI 
purchases is not set in advance, and purchases will be 
ended in case of a more efficient transmission mechanism 
or if it is determined that yield growth is attributable to 
country-specific fundamentals. 

The ECB continued to ensure liquidity via its targeted 

longer-term refinancing operations (TLTRO III), and 
special financing conditions within the programme were 
implemented until end-June. 

As signalled in January, in the March meeting the Fed 
raised its federal funds range by 25 bp and then by 50 bp 
in May, with two more increases in June and July, each 
time by 75 bp, to 2.25–2.50%, the highest rate hikes 

since 1994. Further increases in the federal funds rate are 
expected in upcoming meetings, with the majority of 
FOMC members stating in the June meeting that they 
expect the federal funds rate to range 3.25–3.5% at end-
2022, considerably above March expectations. Rate hikes 
are also expected in 2023, with the median of 
expectations at 3.75% at end-year, while in 2024 it could 
edge down and move within the range of 3.25–3.5% at the 
end of that year. 

In addition, in June the Fed began downsizing its 

balance sheet at a monthly pace of USD 47.5 bn, and as 
of September this amount should increase to USD 95 bn 
a month. The Fed’s explanation of the continued 
monetary policy tightening includes further strengthening 
of labour market indicators (and economic growth in June 
as well), while inflation remains elevated, reflecting an 
imbalance between supply and demand, growth in energy 
prices, as well as cost-push pressures that are increasingly 
spreading onto other products and services. It is estimated 
that developments in Ukraine are contributing to inflation 
growth and burdening global economic activity, while 
lockdowns in China caused by the pandemic are likely to 
exacerbate halts in supply chains. 

After it embarked on monetary policy tightening in 
December 2021, the Bank of England lifted its policy 
rate by 25 bp in four subsequent meetings (February, 
March, May and June), to 1.25%, its highest level since 
January 2009. As decided in February, it began 
downsizing its balance sheet by ending reinvestments of 
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principals from maturing bonds. In May it announced that 
the sale of corporate bonds from the Bank of England’s 
portfolio should begin in September, and in line with 
previous guidance (once the policy rate reaches 1%) it 
began considering the decision to start selling government 
bonds that make up around 98% of the Asset Purchase 
Facility (APF).  

Unexpectedly, the central bank of Switzerland also 
raised its policy rate in June, for the first time since  
2007 (by 50 bp to -0.25%), and further increases are 
also possible. 

Growing inflationary pressures that are also associated 
with the escalation of the conflict in Ukraine drove central 
banks in the CESEE region to revise up their inflation 
projections and continue with monetary policy tightening 
in 2022. Since the start of the year, the Czech central 

bank raised its policy rate by 325 bp to 7.0% in June, its 
highest level since April 1999. As of June 2021, the policy 
rate was raised nine times in a row, by a total of 675 bp. 
Also, the Czech central bank stated it would use the 
available tools to prevent excessive volatility of its 
currency, which fell to its two-year minimum in July. The 
central bank of Hungary also continued with policy rate 
hikes – by 50 bp in January and February, and by 100 bp 
each in March and April, to 5.4%. In addition, in early 
March it expanded its interest rates corridor by increasing 
the range for the lending facility rate (policy rate +3.0 pp), 
explaining that this creates additional manoeuvring room 
for monetary policy. Noting that inflationary risks have 
increased, as did the risks of the second-round effects, 
during June and July the central bank of Hungary raised 
its policy rate sharply on two occasions, by 535 bp to 
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the impact of the escalated geopolitical tensions and 
growing inflationary pressures, more persistent than 
expected. In this regard, the implicit measure of financial 

market volatility (VIX) increased during H1 2022 by 
11.4 pp to 28.7%. At the same time, the ЕМ–VXY, 

indicating the volatility of currencies of emerging 

countries, rose by 0.7 pp and measured 11.9% at end-
June 2022. 

Yields on ten-year sovereign bonds of advanced 
economies increased during H1. The global acceleration 
of inflation and spill-over of inflationary pressures onto 
an ever-broader spectrum of products and services led to 
faster than expected monetary policy tightening by 
leading central banks, which played a key role in 
determining money flows at the international level. 
Despite heightened fears of recession and a significant 
slowdown in global growth against the backdrop of 
elevated global uncertainty, the beginning of monetary 
policy tightening and the expected faster future reactions 
by leading central banks aimed at pulling a brake on 
rising inflation led to an increase in the yield on sovereign 
bonds of developed countries by around 2 pp on average 
in H1. Ten-year government bonds of countries in the 
region recorded an even more pronounced growth in 
yields, facilitated additionally by increases in policy rates 
by their central banks. 

Movements in international FX markets were dominantly 
influenced by the Fed’s increase in the federal funds rate, 
which contributed to the dollar gaining ground against 

the majority of other currencies. In addition to the Fed 
increasing its rate, a significant contribution to the dollar 

10.75%. Since June 2021, the policy rate was raised 15 
times by a total of 1,015 bp, and borrowing costs climbed 
to their highest level since December 2008. Also, at end-
June a decision was made to bring the rate on one-week 
deposits to the same level as the policy rate. Going 
forward, the continuation of the cycle of monetary policy 
tightening and policy rate hikes has been announced until 
inflation expectations are stabilised around the central 
midpoint and risks to inflation are balanced over the 
monetary policy horizon. The central bank of Poland 
also continued with monetary policy tightening in 2022 
and until July it raised its policy rate by a total of 475 b to 
6.5%. Thus, since October 2021, the policy rate was 
raised ten times in a row, by a total of 640 bp. In addition, 
in March the required reserve rate was also raised, from 
2.0% to 3.5%. The central bank of Poland said it would 
take all the necessary measures to ensure macroeconomic 
and financial stability, notably to lower the risk of 
inflation remaining elevated over a longer period. The 
Romanian central bank, which also began tightening its 
monetary policy in October 2021, continued with policy 
rate hikes in 2022 – by 300 bp until July, to 4.75%, i.e. by 
a total of 350 bp since October 2021. Explaining that this 
is part of the gradual monetary policy normalisation, in 
January the interest rate corridor was symmetrically 
expanded (policy rate ± 1.0 pp). 

On the other hand, despite strong inflationary and 
depreciation pressures, the central bank of Turkey did 
not change its policy rate since the start of 2022 (14.0%), 
explaining that inflationary pressures are a consequence 
of supply-side negative shocks triggered by the hike in the 
prices of energy, food and primary commodities, and not 
factors stemming from changed economic fundamentals. 

After raising its policy rate significantly in February, the 
central bank of Russia trimmed the rate between April 
and June by a total of 1,050 bp to 9.5%, whereby the rate 
practically returned to the level before the escalation of 
the Ukraine crisis. The policy rate cut was explained by 
inflation decreasing faster and the fact that it is expected 
to decline further. This was confirmed by the July 
decision, when the policy rate was trimmed by an 
additional 150 bp to 8.0%, with estimates that further rate 
cuts would be contemplated in the remainder of the year.   

 
Financial and commodity markets 

The temporary positive sentiment in the international 
financial market, which prevailed at the end of 2021 and 
the start of 2022 due to the weakening of the negative 
effects of the coronavirus pandemic, quickly turned under 
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After an initial fall at the start of the year, the global price 

of gold was on the rise as of February, exceeding USD 

1,900 per ounce, on account of investors resorting to safe 

assets upon the outbreak of the conflict in Ukraine and 

Western sanctions imposed on Russia. The nascent 

growth in the price of gold first lost breath in mid-March 

when the Fed began a cycle of federal funds rate 

increases, after which, as of mid-April, it struck a 

downward trajectory under the impact of the dollar 

gaining strength and high yield rates on long-term US 

Treasuries. In June the price of gold went further down, 

parallel with the Fed’s downsizing of its balance sheet and 

the anticipated sharper monetary policy tightening until 

end-2022, as well as poorer global growth prospects, 

hence at end-H1 it equalled USD 1,817 per ounce, mildly 

above the level from end-2021. 

Against the backdrop of heightened global uncertainty 

due to hindered supply of oil and other energy sources, 

notably from Russia, the global price of oil touched 

record levels during Q1 – exceeding USD 120 per barrel. 

With the USA deciding to continue using strategic 

reserves of crude oil, Kazakhstan renewing its oil export, 

as well as the potential contraction in China’s oil demand 

due to lockdowns caused by the pandemic, at end-March 

and April the price of oil came at around USD 107 per 

barrel. Exacerbated geopolitical tensions and concerns 

over global supply of crude oil due to the failure to 

implement OPEC+ plans on stepping up production, as 

well as sanctions of the West, notably the EU, on the 

import of around two-thirds of oil from Russia by sea, 

drove the oil price up to new record levels in the first half 

of June (above USD 126 per barrel). However, in the 

second half of the month it fell to around USD 115 per 
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strengthened vis-à-vis the euro came from expectations of 

market participants regarding the future faster monetary 

policy tightening by the Fed, given that FOMC members 

highlight putting inflation under control even at the cost 

of economic growth, stressing that risks of a more 

restrictive monetary policy are far lower than the potential 

failure to rein in inflationary pressures. On the other hand, 

the ECB’s decisions about the speed of monetary policy 

normalisation must take into account, to a greater extent, 

the consequences of restrictiveness on economic growth, 

given the anticipated greater slowdown in euro area 

economy amid the current geopolitical crisis. Also, due to 

higher risk aversion, investor demand for the dollar as a 

safe haven currency increased, which additionally led to 

the dollar gaining against other currencies. 
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barrel, on the back of deteriorated expectations regarding 
global economic growth, which would limit oil demand, 
as well as the new spread of the virus in China. Despite 
all that, the price of oil at the end of H1 was 48.5% above 
level from end-2021. 

Benchmark natural gas price for Europe (Dutch TTF 
hub) soared to more than EUR 100 per MWh (equivalent 
to around USD 1,200 per 1,000 m3 of gas) upon the 
outbreak of the Ukraine conflict and equalled around 
EUR 120 MWh at end-Q1, up to four times the average 
level that the natural gas price recorded by mid-2021 
when it turned upward. During the major part of Q2, the 
natural gas price trended below EUR 100 per MWh under 
the impact of increased inventories of liquid petrol gas 
and warmer weather. Nevertheless, as of mid-June the gas 
price went back up again due to issues with gas deliveries 
from the USA and subdued supply from Russia, hence at 
end-H1 it came close to 150 per MWh (i.e. around USD 
1,650 per 1,000 m3 of gas)4, thus recording growth of 
125% from end-2021.  

Driven by the growing global demand for fossil fuels, 
notably from China, where the pandemic is still 
restricting a further increase in domestic production, the 
price of thermal coal (from South Africa) rose during H1 
and in April it touched its historic maximum of around 
USD 300 per tonne. The EU and Japan introduced an 
embargo on coal import from Russia and increased 
demand for coal from other countries, whereby they 

exerted additional pressure on the price of coal, driving it 
up at end-H1 to double the level from end-2021. In March 
and April, the prices of mineral fertilisers rose 
considerably due to diminished production in Europe. 
Despite the adjustments in their prices in May and June, 
caused by dampened demand, they remained higher than 
at end-2021. 

The prices of metals and minerals in the global market 

(measured by the World Bank index) posted a robust 
increase during Q1, particularly after the escalation of the 
Ukraine crisis, when nickel and palladium prices rose 
sharply amid contracted deliveries from Russia, one of the 
chief global producers of these metals. Already in Q2 the 
prices of metals and minerals were revised down, 
reflecting increased supply at a global level on the one 
hand, and lower demand from China and dented growth 
prospects in other countries, on the other. The prices of 
tin, nickel and aluminium were trimmed the most, and the 
prices of the iron ore, copper, lead and zinc to a smaller 
extent. Though somewhat lower at end-H1 than at end-
2021, the prices of metals and minerals remained high due 
to disrupted supply from Ukraine and Western sanctions 
to Russia. 

The global food prices were at a historical maximum in 
March (almost 160 points, measured by the FAO index), 
primarily due to a significant increase in the prices of 
cereals (of which Serbia is a net exporter). They went 
down in Q2, notably on account of the lower prices of 
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plant oils (palm, sunflower and soy bean). With the arrival 
of the new agricultural season and more favourable 
prospects in terms of production and supply, the prices of 
wheat and corn were revised down during Q2, as was the 
price of sugar, though to a lesser extent. In contrast, Q2 
saw an increase in meat prices (poultry, veal and pork) 
and milk and dairy products amid stepped-up import 
demand and extended supply bottlenecks. Still, food 
prices at end-H1 were around 15% above the level from 
end-2021, which indicates that cost-push pressures in the 
market of agricultural and food products are still present. 

 

2 International transactions 

Balance of payments and FX reserves 

According to preliminary data, the current account 

deficit measured EUR 2.6 bn (9.6% of GDP) in H1 2022, 
up by EUR 1.9 bn from H1 2021. By current account 
category, the widening of the deficit resulted mostly from 
a higher deficit on goods, reflecting the upsurge in import 
prices of energy. The primary income deficit also went up, 
while a higher surplus on foreign trade in services and on 
secondary income worked in the opposite direction.  

Goods imports grew faster than exports (43.9% and 
32.7% y-o-y, respectively). The deficit on trade in goods 
therefore reached EUR 4.8 bn in H1, up by EUR 2.2 bn 
relative to the same period last year. Guided by 
manufacturing exports and the positive contribution of 
mining, goods exports reached EUR 12.8 bn in H1, even 
as external demand continued to slacken and geopolitical 
tensions and counter-epidemic measures in China placed 
further strain on global value chains. A part of this growth 
can also be put down to higher prices. Manufacturing 
exports gained 26.2% y-o-y and growth was widely 
dispersed (in 22 out of 23 branches). The key contribution 
came from the export of base metals, food products, 
chemical industry, petroleum products, rubber and plastic 
products, and electrical equipment. Though agricultural 
exports picked up from May after measures capping 
grains exports were eased, they still fell slightly short of 
the level recorded in H1 2021. Goods imports climbed to 
EUR 17.6 bn, mostly on account of stepped-up imports of 
energy, primarily oil and gas. Energy imports in H1 
measured EUR 3.1 bn, up by EUR 2.1 bn y-o-y.5 Around 
80% of this increase referred to elevated import prices 
and roughly 20% to higher quantities imported. 
Classification by BEC also reveals that import growth 

was supported primarily by elevated imports of 
intermediate goods (58.6% y-o-y), which is the category 
where energy products are classified. Next came imports 
of equipment and consumer goods, which went up by 
21.0% y-o-y and 20.2% y-o-y, respectively, indicating 
continued growth in investment and personal 
consumption. Such trends are further supported by import 
classification by end-use, where energy and intermediate 
goods contributed most to import growth, followed by 
capital and consumer goods. 

Though services imports outstripped services exports in 
H1 (42.6% compared with 36.3% y-o-y), reflecting the 
higher share of exports in foreign trade in services, the 
surplus on trade in services increased further to EUR 
852.7 mn (13.5% y-o-y). Trade in all types of services 
increased relative to the same period last year. Export 
growth was mainly guided by tourism, ICT and business 
services, and import growth – by transport and tourism 
services. 
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The deficit on the primary income account climbed to 
EUR 1.2 bn, mostly as expenditures under FDIs exceeded 
income in this respect. Such trends were anticipated, since 
the steady rise in the stock of FDIs in Serbia necessarily 
leads to higher expenditures in the form of dividend 
payments. In addition, the amount of reinvested earnings 
was higher than in the same period last year, reflecting 
investors’ commitment to ramping up their investment in 
Serbia. Conversely, expenditures under portfolio 
investment were lower, partly thanks to borrowing on 
favourable terms in the prior period and the maturing of 
previously issued eurobonds at higher interest rates. 

The surplus on the secondary income account rose by 
26.8% y-o-y in H1 to almost EUR 2.6 bn, mainly because 
of the higher inflow of foreign remittances which reached 
close to EUR 2.1 bn, up by 36.7% from H1 2021. The rise 
in the surplus is also attributable to increased donations to 
the public sector and net transfers under delivery of goods 
and services to Kosovo and Metohija. 

Net inflow on the balance of payments financial 

account in H1 measured EUR 751.4 mn.6 The bulk of the 
capital inflow pertained to FDI and credit borrowing by 
residents abroad, while outflow was recorded in respect 
of trade loans, higher bank balances in accounts abroad 
and portfolio investments. 

According to preliminary data, FDI inflow to Serbia 
measured EUR 1.6 bn in H1, down by 15.7% y-o-y. From 
mid-April, FDI inflow returned to the levels recorded 

before the Ukraine conflict. The bulk of investments came 
from EU and Asian countries and was directed into 
manufacturing, followed by construction, trade, 
scientific, innovative and technical sectors. At the same 
time, resident investment abroad intensified. Net FDI 
inflow thus measured EUR 1.5 bn. 

Geopolitical tensions and the escalation of the Ukraine 
crisis, but also the start of normalisation of leading central 
banks’ monetary policies, influenced portfolio 

investment flows. In six months, a net capital outflow of 
around EUR 87 mn was recorded in this respect, and it 
referred mainly to securities sale in the secondary market. 
An outflow was also recorded in respect of maturing of 
government securities held by non-residents. In June, 
non-residents bought EUR 350 mn-worth of government 
securities in the primary market through private 
placement, lessening the effect of sale in the secondary 
market. Moreover, inflow was also recorded in respect of 
the maturing of securities in which residents invested in 
foreign markets. 

An outflow of EUR 694.5 mn was recorded in respect of 
other investments. The bulk of this referred to trade 
loans (EUR 1.2 bn) for unpaid exports. Outflow in respect 
of cash and deposits measured EUR 347.3 mn, as the 
increase in bank balances abroad exceeded the rise in 
non-residents’ accounts with domestic banks. Conversely, 
net inflow was recorded in respect of financial loans 
(EUR 873.6 mn) under the impact of higher borrowing by 
banks, government and enterprises. 

Semi-Annual Monetary Policy Report, January–June 2022 

6 Excluding change in FX reserves.



24

National Bank of Serbia Semi-Annual Monetary Policy Report, January–June 2022

interest on FX assets and coupon payments (EUR 34.8 
mn in total, net).  

The largest outflow from NBS FX reserves came as a 
result of the NBS’s activities in the IFEM9 – net FX 
outflow of EUR 1,654.0 mn (the effect of spot and swap 
transactions). There were also outflows due to the regular 
settlement of obligations to foreign creditors (principal 
and interest) in the amount of EUR 712.1 mn, the 
maturing of euro-denominated RS securities in the 
domestic financial market worth EUR 506.4 mn, and 
investment in foreign securities and interest on FX assets 
in the total net amount of EUR 48.5 mn. Pursuant to the 
Law on the Settlement of the Public Debt of the RS 
Arising from Unpaid Foreign Exchange Savings of 
Citizens, EUR 12.1 mn was paid out (including unpaid 
FX savings of citizens of former SFRY republics in the 
amount of EUR 11.1 mn). 

 
International investment position  

At end-Q2 2022, Serbia’s net international investment 
position, i.e. the difference between Serbian residents’ 
assets and liabilities, equalled EUR 46.9 bn. Relative to 
end-2021, Serbia’s international investment position 

of a net debtor increased by EUR 2.7 bn. Since 
economic activity expanded in 2022, the share of the 

net investment position in estimated GDP (83.0%) 

remained almost unchanged relative to 2021. 

Due to these trends in the current and financial account, 
Serbia’s FX reserves (according to the balance of 
payments methodology)7 decreased by EUR 1.9 bn in H1. 

As at 30 June 2022, gross FX reserves of the NBS 
measured EUR 14,775.7 mn, down by EUR 1,678.8 mn 
from end-2021. Such level covered 136% of money 
supply M1 and five months of import of goods and 
services. At the same time, net FX reserves equalled EUR 
11,907.1 mn, down by EUR 1,796.9 mn from end-2021.  

Consistent with the principles of security and liquidity, 
funds were invested in highly liquid securities issued by 
the world’s most advanced countries and international 
financial institutions, as well as placed with prime 
institutions (central banks, international financial 
institutions and top tier foreign banks). As at 30 June 
2022, foreign securities accounted for the bulk of FX 
reserves (48.4%), followed by FX balances in accounts 
abroad (21.5%), foreign cash (14.7%), gold (14.4%) and 
SDRs with the IMF (1.0%). 

The highest FX inflow in 2022 came from the issue of 
long-term RS securities worth EUR 672.3 mn in the 
domestic financial market. Inflow also came from the 
disbursement of loans for the RS (EUR 231.4 mn), 
temporary payment operations with Kosovo and 
Metohija8 (EUR 226.6 mn), grants (EUR 76.2 mn), FX 
required reserves of banks (EUR 71.3 mn, net) and 

7 Excluding currency changes, changes in the market value of securities and the 
price of gold. 
8 Under the Law on Temporary Execution of Certain Payment Operations in the 
FRY (FRY Official Gazette, No 9/01).

9 In accordance with accounting rules, transactions in respect of NBS interventions 
in the IFEM are disclosed on the execution day and not on the trading day.



FX reserves continue to make up the largest share 

(44.3%) of foreign financial assets which measured 

EUR 33.3 bn at end-Q2 2022. Within financial 
liabilities, which measured EUR 80.3 bn in late Q2, FDIs 
well exceed a half of total foreign liabilities (59.1%), 
while portfolio investment climbed to 10.8% of total 
foreign liabilities.  

 

3 Financial market trends     

Interest rates 

The tightening of monetary conditions reflected on the rise 
in interest rates in the interbank money market. The 
interest rate BEONIА rose steadily in H1, increasing by 
145 bp relative to December 2021and reaching 1.68% at 
end-June. BELIBOR rates of all maturities rose to a 
similar degree in H1, by around 140 bp, moving at end-
June from 1.63% for the shortest to 2.45% for the six-
month maturity.  

In the primary market of dinar securities, in H1 2022 
the government held seven auctions of two-year dinar 
securities and one auction of ten-year securities, which 
was the ninth reopening of the issue from 6 February 
2018. The first issue of two-year dinar securities was 
organized on 18 January 2022, when the effective rate 
equalized with the coupon rate, at 2.75%. The Ukraine 
conflict significantly affected movements in the 
international financial market and the rising risk premia 
of emerging economies. In the domestic market of dinar 
securities the effective rate on two-year bonds edged up 
0.85 pp relative to the first auction in January, reaching 

3.6% at the 7 June auction. This was also the case at the 
auction of ten-year dinar securities where the effective 
rate increased by 4.2 pp relative to the last auction held on 
9 February 2021, to 6.7%.  

A total of RSD 62.5 bn nominal worth of dinar securities 
were sold in H1, and since earlier sold securities worth 
nominally RSD 158.5 bn matured at the same time, the 
stock of dinar securities sold decreased to RSD 894.6 bn 
at end-June.  

In the secondary market, non-residents mostly 
participated on the sale side, so the stock of sold dinar 
securities in their ownership went down by RSD 34.5 bn 
in H1, to RSD 142.6 bn at end-June, or 16% of the total 
stock of dinar securities sold.   

Q1 saw two auctions for the sale of euro securities 

maturing in 2.5 years, one auction for the sale of two-
year securities and a first-time auction of 25-year 
securities. At the second auction of 2.5-year euro 
securities in May the effective rate remained unchanged, 
at 0.81%, which is below the 0.85% coupon rate. At the 
auction of 25-year euro securities the nominal worth of 
sale was RSD 6.9 bn, at the effective rate of 2.5%, 
slightly above the coupon rate of 2.3%. Securities 
nominally worth EUR 322.4 mn were sold and EUR 
498.4 mn worth of earlier sold securities fell due, so the 
stock of euro securities sold dropped by EUR 176 mn in 
H1, to EUR 2,142.4 mn.   

A 53-week euro bond was sold through private placement 
in June, in nominal amount of EUR 350 mn, at a coupon 
rate of 2.4%.  
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the increase in housing loan rates in Q2, which gained 0.3 
pp, reaching 2.9%. 

The average interest rate on new euro-indexed corporate 
loans also increased in H1, by 0.2 pp to 2.7%, receiving 
contributions from interest rates on working capital and 
investment loans (up by 0.2 pp and 0.5 pp, to 2.6% and 
3.4%, respectively).  

The rise in interest rates reflected on interest rates on time 
dinar deposits of corporates and households, which added 
2.2 pp and 1.0 pp in H1, rising to 4.0% and 3.0%, 
respectively. Interest rates on time euro household deposits 
increased by 0.5 pp coming at 1.4%, while interest rates on 
corporate deposits remained unchanged at 0.5%.  

 
Country risk premium and credit rating  

The escalation of geopolitical tensions and the outbreak 
of the Ukraine conflict were the key determinants of the 
risk premia of developing economies (including Serbia) 
in H1. The increased risk aversion in the international 
financial market was also heightened by the beginning of 
monetary tightening of leading central banks amid the 
global acceleration in inflation.  

In relation to this, the composite risk measure for euro 
debt, EURO EMBIG Composite, increased during H1 by 
109 bp, reaching 272 bp at end-June. At the same time, 
EURO EMBIG, Serbia’s risk premium based on euro 
debt, went up by 244 bp in H1, coming at 440 bp. 
Serbia’s dollar risk premium also rose in H1 (by 173 bp 
to 312 bp), while continuing to move below the 
composite risk measure for dollar debt of emerging 

The Ukraine crisis determined movements in the 

secondary market, so investor activity was 
continuously on a decline, аs evidenced by the RSD 
161.0 bn turnover in H1 2022, halved relative to H2 
2021. Yield to maturity rates edged up from December 
2021 compared to June 2022 when they moved from 
3.68% for the remaining 13-month maturity to 7.21% for 
the remaining 10-year maturity.  

The rise in money market interest rates reflected also 

on new dinar loan rates in H1. In June, they increased to 
9.5% on household loans and 4.0% on corporate loans.  

The growth of the interest rate on household dinar loans 
was driven by the rising rate on the dominant category of 
household loans – cash loans – by 1.5 pp to 10.1% in 
June. Interest rates on consumer and housing loans also 
went up – by 0.9 pp and 1.9 pp to 2.3% and 8.8%, 
respectively, though having a small impact on the total 
interest rate, due to their low share. Interest rates on other 
non-categorized loans remained almost unchanged 
relative to December 2021. 

In H1, interest rates on new dinar corporate loans 
increased by 1 pp, on the back of the rising interest rate on 
the most prevalent loan purpose, working capital loans, 
which added 1.7 pp coming at 4.8%, followed by the 
investment loans rate, up by 1.8 pp to 5.9%, with the 
parallel increase in the shares of these loan categories. 
The interest rate on other non-categorized loans remained 
almost unchanged from end-2021, equalling 2.5%. 

In euro-indexed household loans, the average interest rate 
went up by 0.4 pp, coming at 3.7%, fully as a result of   
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Serbia’s outlook was positive was motivated by 
geopolitical circumstances, primarily potential indirect 
effects of the Ukraine conflict on Serbia. Apart from this, 
the agency underlined the credibility and continuity of 
Serbia’s monetary and overall economic policy, the 
resilience of our economy and the safeguarded stability of 
the banking sector. Standard & Poor’s further emphasized 
the country’s favourable medium-term economic growth 
prospects, supported by high inflow of investments in 
export-oriented sectors.  

 

Trends in the FX market and exchange rate  

Depreciation pressures, prevailing since Q4 2021 due to 
elevated energy imports, increased additionally in Q1 
2022 amid geopolitical tensions and escalation of the 

economies, EMBI Composite, which added 130 bp in 
H1, rising to 460 bp.  

Despite the considerably elevated uncertainty in the 
international financial market in H1, Serbia’s credit rating 
was preserved. 

Fitch kept Serbia’s credit rating at BB+ in February, as 
well as the stable outlook. The decision was made amid 
the already heightened geopolitical tensions, which 
additionally confirms the adequacy of Serbia’s economic 
policies. Substantiating its decision, Fitch placed an 
emphasis on a credible macroeconomic policy 
framework, responsible fiscal policy, as well as the higher 
quality governance and higher level of economic 
development compared to countries with a similar credit 
rating. It also underscored banking sector stability and 
Serbia’s increased resilience to shocks from the 
international environment. 

In June, Standard & Poor’s affirmed Serbia’s credit rating 
at BB+, with the stable outlook. As pointed out by the 
agency, the change relative to the previous rating when 
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Ukraine crisis. These pressures significantly subsided in 
April, giving way to appreciation pressures since May. 
Nevertheless, relative stability of the dinar against the 
euro was preserved throughout the period thanks to NBS 
interventions. End-of-period, the dinar strengthened by 
0.2% against the euro in H1, while due to the euro’s 
depreciation against the US currency in the international 
market, it lost 7.4% against the dollar.  

FX demand in Q1 was mainly driven by domestic 
companies, energy importers, in part due to the global rise 
in energy prices. The escalation of the Ukraine crisis put 
an upward pressure on risk premia of European emerging 
economies, which translated into higher FX demand of 
non-residents in the domestic market at end-February, 
though March saw a significant contraction. In conditions 
of rising global uncertainty, a record amount of foreign 
currency was sold to natural persons in March, only to 
give way to net FX purchases as of April, with 
particularly high amounts purchased in May and June. 
This, coupled with the FX inflows under payment cards 
and the rise in FX-indexed assets,10 which increased 
throughout the period on the back of a rise in lending, 
gave boost to FX supply. In Q2, FX demand subsided 
significantly, because banks sold lesser amounts of FX 
than in Q1, both to residents and non-residents. Speaking 
of residents, FX demand was further generated by energy 
importers, while high inflows on account of exports and 
FDI led to an increased FX supply to banks by some 
companies. Already in May, FX supply outstripped the 

demand, while June saw an even bigger gap between the 
two, which resulted in heightened appreciation pressures.  

To maintain relative stability in the FX market, the NBS 
sold EUR 1,790.0 mn net in the IFEM in H1. Thus, in the 
first four months of 2022 it intervened mainly on the sale 
side, mostly in March, while in May and June it was 
active only on the purchase side.  

Interbank trading in the IFEM11 in H1 averaged EUR 35.4 
mn daily, up by EUR 6.6 mn from H2 2021. The highest 
turnover value was recorded in May (EUR 53.3 mn daily 
on average), the record value since December 2021.  

The currencies of regional peers under the inflation 
targeting regime recorded divergent movements vis-à-vis 
the euro in H1. End-of-period, the currencies gaining 
ground were the Czech koruna (0.5%) and Romanian leu 
(0.1%). The weakening ones were the Polish zloty 
(1.7%), Hungarian forint (7.0%) and Turkish lira (16.2%). 

 

4 Money and loans   

Monetary aggregates M1, М2 and М3 

Heightened uncertainty over the escalation of geopolitical 
tensions led primarily to shrinking of the most liquid 
components of the money supply in H1. Hence, dinar 
monetary aggregates М1 and М2 lost 9.4% and 9.1%, 
respectively. The increase in FX deposits softened the 

10 Aiming to balance their open long FX position and thus reduce FX risk exposure, 
banks sell foreign currency, which leads to dinar strenghtening. 11 Excluding NBS.
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contraction of the broadest monetary aggregate M3, 
which lost 2.1% in H1. 

In terms of individual category, sight deposits went down 
by RSD 105.0 bn, mostly on account of a reduction in 
household transaction deposits, followed by corporate 
ones. Other sectors recorded relatively minor changes 
compared to end-2021.  

Term dinar deposits went down by RSD 29.3 bn in H1, 
with decreases recorded in all sectors except the local 
government. In conditions of increased risk aversion amid 
the escalating geopolitical tensions, household dinar 
savings fell by RSD 18.3 bn in H1 (of which by RSD 14.8 
bn in March), to RSD 85.3 bn at end-June.12 Nevertheless, 
it is important to note that financial stability and relative 
exchange rate stability were preserved even in crisis 
times, while the temporary declining trend in dinar 
savings was bucked in June, with the monthly increase of 
RSD 1.0 bn. 

FX deposits increased by EUR 723.7 mn in H1, mostly 
thanks to the rise in household and corporate deposits. 
Household FX savings grew EUR 382.7 mn stronger in 
six months, reaching a historical maximum of EUR 12.7 
bn in June13. At the same time, corporate deposits added 
EUR 293.7 mn, mainly thanks to the FX inflows from 
exports, FDI and corporate external borrowing.   

Y-o-y, monetary aggregates М1, М2 and М3 gradually 
slowed their growth in H1, which equalled 1.2%, 1.2% 
and 6.0%14 respectively in June. The slowdown in money 
supply growth stemmed largely from a temporary 
decrease in deposits in conditions of heightened 
geopolitical tensions, while domestic credit activity 
continued to contribute positively to the growth in 
monetary aggregates, supported by corporate and also by 
household lending.   

 
Bank loans 

Total domestic loans posted double-digit y-o-y growth 
rates in H1. Excluding the exchange rate effect, they went 
up by 13.1% in June. The greatest contribution to the rise 
in domestic lending came from corporate loans (8.0 pp 
contribution in June), which posted 15.8% y-o-y growth 

12 Including resident funds only. With non-resident funds included, dinar savings 
amounted to RSD 85.9 bn at end-June.

13 With non-resident funds included, FX savings amounted to EUR 13.2 bn at end-
June. 
14 Compared to 14.8%, 13.8% and 13.3%, respectively, in December 2021.



in June. Household loans came next, with 4.6 pp 
contribution and 9.8% y-o-y growth in June.   

Excluding the exchange rate effect, corporate loans were 
up by RSD 112.4 bn in H1. The rise was almost entirely 
generated in the segment of FX-indexed loans, while the 
stock of dinar loans edged up slightly from end-2021. In 
terms of purpose, the growth was mostly led by liquidity 
and working capital loans, the dominant categories of 
corporate loans, accounting for 47.7% in June. The next 
largest category were investment loans, at 39.3%. Sector-
wise, the largest increase in borrowing in H1 was 
recorded in energy, manufacturing and real estate. 
Looking at company size, growth was driven by the 
market segment of large enterprises. The stock of loans 
approved to micro, small and medium-sized enterprises 
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decreased by RSD 13.4 bn in H1, reflecting the maturing 
of loans under the guarantee scheme whose share in total 
corporate loans in June stood at 61.1%. 

The volume of new corporate loans in H1 (RSD 553.6 
bn) increased by 11.9% from the same period last year. 
The major part of new corporate loans were liquidity and 
working capital loans (59.5%), followed by investment 
loans (22.6%). Micro, small and medium-sized 
enterprises used one half of the approved liquidity and 
working capital loans and 67% of investment loans.   

Excluding the exchange rate effect, household loans 
gained RSD 61.7 bn in H1. The strongest growth was 
posted by housing and cash loans (RSD 30.7 bn and RSD 
25.5 bn, respectively), while other types of loans 



recorded relatively minor changes compared to where 
they stood at end-2021. Within loans approved to 
entrepreneurs, the stock of liquidity and working capital 
loans increased by RSD 6.0 bn, while investment loans 
edged up by merely RSD 0.2 bn. 

In the structure of household loans in June, the dominant 
categories were cash loans (44.0%) and housing loans 
(39.4%). 

The volume of new household loans in H1 was RSD 
277.1 bn, down by 0.3% y-o-y. Cash loans made up 
59.9% of new loans in H1 аnd housing loans 22.4%.  

According to the results of the NBS bank lending 

survey15, in H1 banks continued to moderately tighten 
corporate credit standards – mainly for FX-indexed loans. 
After a one-year easing trend, household credit standards 
were mildly tightened in Q2, in the dominant categories – 
dinar cash loans (including refinancing loans) and FX-
indexed housing loans. In banks’ view, both corporates 
and households increased loan demand in H1. Corporate 
loan demand was evenly distributed across all company 
sizes, tilted somewhat toward short-term loans. Working 
capital financing was the main driver of corporate 
demand, while capital investments provided a positive 
contribution in Q1. Household loan demand was mainly 
directed at cash and housing loans, given that real estate 
purchases and refinancing were recognised as the main 
factors behind the rising demand. 
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Gross NPL ratio was on a declining path in H1, coming 
at 3.26% at end-June, its lowest level on record, down by 
0.3 pp compared to end-2021. The NPL share in the 
corporate sector16 decreased in H1 by 0.6 pp to 2.2% in 
June, while rising in the household sector17 by 0.1 pp, to 
4.2% in June. NPL coverage remained high. The 
allowances for impairment of total loans stood at 90.7% 
of NPLs in June, while allowances for impairment of 
NPLs were at 57.0% of NPLs.  

Capital adequacy ratio18 at end-Q2 2022 equalled 
19.4%, indicating high capitalisation (regulatory 
minimum 8.0%) and resilience of the banking sector 
against external and domestic risks.  

 

5 Dinarisation 

In H1 2022, the NBS continued to carry out activities 
aimed at promoting greater use of the dinar in the Serbian 
financial system. 

Monetary policy measures implemented by the NBS in 
this period, marked by mounting geopolitical tensions 
and heightened international uncertainty with intensity 
unprecedented in recent history, contributed to preserving 
trust in the financial system, as well as to maintaining 
relative stability of the exchange rate of the dinar against 
the euro, this being the main precondition for 
strengthening confidence in the dinar. 
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15 The NBS has conducted the survey since the beginning of 2014. 
16 It includes companies and public enterpriuses. Looking at companies only, the 
NPL share in total loans in June stood at 2.4%.

17 Including entrepreneurs and private households, the share also measured 4.2%.  
17 The Basel III regulatory framework has been applied as of 30 June 2017.
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The reserve requirement policy was used to further 
encourage banks to rely more on dinar sources of funding. 
The required reserve ratios on dinar sources of funding 
are still significantly lower than those on FX sources, and 
the NBS continues to remunerate required reserves in 
dinars only, and not in foreign currency. 

As for prudential measures that help reduce currency risk 
and increase the dinarisation of the financial system, 
banks granting dinar loans to clients under the first and 
second guarantee schemes19 at interest rates at least 50 bp 
lower than the maximum rates prescribed still receive 
interest on the part of allocated dinar required reserve at a 
rate 50 bp higher than the standard remuneration rate.20  

In addition to the above, unlike FX securities, dinar 
government securities and dinar bonds of companies 
with acceptable solvency are still included in the list of 
eligible collateral for NBS monetary operations, which in 
the long run, contributes to the development of the 
capital market by stimulating banks to hold dinar 
securities in their portfolios. 

The NBS continued to support the development of FX 
hedging instruments. In H1 2022, regular two-week and 
three-month FX swap auctions were organised, 
encouraging interbank swap trading and the development 
of instruments for liquidity management and FX hedging. 

Continuation of the support to the development of the 
domestic financial market through greater integration of 

the domestic capital market in international flows is 
significant for the rise in dinarisation in the coming 
period. In this sense, Clearstream’s inclusion of the 
domestic capital market in its global network is important 
as it enables direct settlement of dinar securities for 
foreign investors, while efforts to include dinar 
government bonds in Euroclear are ongoing. All this 
should help increase liquidity of the domestic securities 
market and improve conditions for government financing. 

The degree of dinarisation of the Serbian financial 
system, measured as the share of dinar in total corporate 
and household receivables, declined by 1.1 pp in H1 
2022, to 37.2% at end-June.  

Lower dinarisation of receivables in H1 2022 is largely a 
result of higher FX-indexed corporate lending and the 
slowdown in dinar corporate lending that was 
implemented mainly under the guarantee schemes of the 
Republic of Serbia in the previous period. The degree of 
dinarisation of corporate receivables hence decreased by 
1.5 pp in H1, to 22.5% at end-June.  

As in the previous period, in H1 2022 the degree of 
dinarisation of household receivables continued steadily 
down, on the back of a persistent rise in FX-indexed 
housing loans. Dinar household receivables increased to a 
somewhat lesser extent in this period, as a result of 
continued growth in cash loans, which are, as a rule, 
granted in dinars. Overall in H1, the degree of dinarisation 
of household receivables declined by 0.2 pp, measuring 
54.4% at end-June.  

19 The Law on Establishing a Guarantee Scheme as a Measure of Support to the 
Economy to Mitigate the Impact of the COVID-19 Pandemic Caused by the 
SARS-CoV-2 Virus (RS Official Gazette, Nos 153/20 and 40/21) and the Law on 
Establishing the Second Guarantee Scheme as a Measure of Additional Support to 

the Economy due to the Extended Negative Effect of the COVID-19 Pandemic 
Caused by the SARS-CoV-2 Virus (RS Official Gazette, No 40/21). 
20 Standard interest rate on allocated required reserve is currently 0.75%. 



The degree of dinarisation of corporate and household 
deposits in H1 2022 dropped from a record high level at 
end-2021 (40.3%) to 36.5% at end-June 2022. Sector-
wise, corporates recorded lower deposit dinarisation in 
this period (by 4.3 pp, to 55.2%), as did households (by 
3.3 pp, to 25.0%), which is largely attributable to 
pronounced geopolitical tensions which pushed dinar 
deposits down and FX deposits up.  

From end-February until mid-April household demand 
for foreign cash (in exchange offices and banks) soared as 
a result of a great deal of uncertainty in the international 
environment. This period also witnessed a change in the 
currency composition of savings in favour of FX savings. 
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Owing to its decisive, well-balanced and timely measures 
and activities, even amid such unprecedented 
circumstances the NBS managed to secure stability in the 
exchange market, as well as to ensure smooth supply of 
dinar and FX liquidity. The negative trends were halted 
already in mid-April, while June and July saw a rise in 
dinar savings. 
 

6 Real estate market  

In early 2022, the Serbian real estate market recorded an 
increase in turnover and prices. 

The total number of registered contracts on real estate 
purchase/sale in Serbia (land, facilities, special parts of 
facilities) in H1 2022 equalled 68,280, up by 3.9% from 
H1 2021. Trading in flats increased slightly (1%) from 
the same period last year, accounting for the bulk of total 
real estate trade (around 30%), followed by construction 
and agricultural land, as well as other residential 
buildings.  

According to the Republic Geodetic Authority, the 

rising trend of average prices of new flats in Serbian 
cities continued in H1 2022.  The prices of new flats in 
Novi Sad and Belgrade went up the most (by 16% y-o-y 
each), amounting to EUR 1,560 and EUR 2,304 per 
square metre, respectively. The average prices of old 

flats in Serbian cities also rose, with the sharpest increase 
recorded in Novi Sad (by 22% y-o-y) and Niš (by 20% y-
o-y). The average price of old flats in Belgrade equalled 
EUR 1,773 per square metre, up by 18% y-o-y. 



Of all registered contracts in the real estate market, 12% 
were financed from loans, down by around 4% from H1 
2021. Loans were the most frequent payment method for 
purchasing flats, with the share of 28% in Q1 and 27% in 
Q2, less than in H1 2021 when 37% of flats were 
purchased in this manner. 

On the supply side of the real estate market, the total 
number of issued construction permits for buildings 
(including business and other buildings) grew by 14.7% 
y-o-y in H1 2022, to 10,316. The number of issued 
construction permits for residential buildings went up by 
20.1% y-o-y, to 7,893, and the number of issued 
construction permits for flats by 7.4% y-o-y, to 18,911, 
which means that a further increase in the supply of flats 
can be expected in the coming period. 

An important factor of the rise in real estate demand is the 
total nominal net wage bill, which expanded by 16.2% y-
o-y. Rising household demand for housing loans in H1 
2022 was also underpinned by the persistently favourable 
borrowing conditions. 
 

7 Inflation expectations 

One-year ahead inflation expectations of the financial and 
corporate sector followed the rise in current inflation, but 
they moved at a lower level, while medium-term 
expectations of the financial sector stayed within the 
target tolerance band.  

According to the Ipsos survey, following the start of the 
year, when they were within the NBS target tolerance 
band, short-term inflation expectations of the financial 

sector exited the band (5.0%) in March, for the first time 
since September 2013. Until end-H1 they trended above 
the upper bound of the target tolerance band, measuring 
5.9% in June. Bloomberg pointed to similar dynamics, 
reporting an increase in inflation expectations of the 
financial sector from 3.5% in January to 5.5% in June..  

One-year ahead inflation expectations of the corporate 

sector also moved above the upper bound of the NBS 
target tolerance band. Having increased to 6.0% in January 
and 7.5% in February, they dropped to 5.0% in March and 
remained at the same level in April, only to resume growth 
and measure 7.0% in June. However, June survey reported 
that less than a half of respondents (47.9%) expected 

the prices of their own products and services to rise in 

the coming year, which is the lowest percentage 

recorded since April 2020. This might suggest that the 
effects of factors which drove the rise in inflation in Serbia 
in the previous period are expected to wane.  

Household inflation expectations also went up in H1, 
reflecting the rise in current inflation. Traditionally 
higher than those of other sectors, they ranged between 
10.0% and 20.0%. At the same time, the results of the 

qualitative survey,21 show that the index of perceived 
inflation continued to record higher values than the index 
of expected inflation, indicating that households 
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21 For more details on the qualitative expectations of households see the February 
2016 Inflation Report – Text box 2, p. 15.



expected inflation to be lower in the next 12 months than 
in the past year. 

In H1 2022, two-year ahead inflation expectations of 

the financial sector continued to move within the NBS 

target band, where they have been anchored since their 
monitoring started (March 2014). After an increase from 
3.5% to 4.0% in March, they stabilised and stayed at that 
level until June. Medium-term corporate sector 

expectations ranged from 3.5%, where they dropped in 
April, to 5.0% at the beginning and end of the period. At 
the same time, household sector expectations stood at 
10.0% throughout most of the period, except for May 
when they measured 12.0%. 

Three-year ahead inflation expectations of the 

financial and corporate sector were also within the 
target band, at 3.5% and 4.0%, respectively. Three-year 
ahead household expectations were traditionally higher, 
at 10.0%.  
 

8 Fiscal trends 

In the coming period, fiscal policy planning will depend 
primarily on the assessment of the impact of the Ukraine 
crisis on the international and domestic environment. 
Accordingly, in H1 2022, the Government sought to 
ensure the scope for a timely fiscal policy reponse in case 
of further tightening of the global crisis, with the principal 
medium-term fiscal framework still aimed at balancing 
and stabilising public finances so that the public debt 
share in GDP could decrease.  

In the first six months of 2022, general government 

deficit amounted to RSD 15.6 bn (0.5% of GDP), down 
by around 60% y-o-y. At the same time, the surplus on 

the primary fiscal balance equalled RSD 58.6 bn (1.8% 
of GDP). Fiscal Strategy for 2023 with Projections for 
2024 and 2025 forecasts the general government deficit 

for 2022 at 3% of GDP, but in H2 there is room for a 
deficit of over RSD 190 bn in order to attain the value of 
general government deficit projected at annual level.  

The new Fiscal Strategy for 2023 envisages a gradual 
departure from an expansionary fiscal policy stance, 
needed over the previous two years to offset the adverse 
impact of the pandemic, and a transition to a lower overall 
labour tax burden to relieve the pressure on corporates 
and enhance their competitiveness. Projections for 2023, 
2024 and 2025 suggest that the share of general 
government deficit in GDP will be on a declining path, 
and measure 1.5%, 1.0% and 0.5%, respectively. 

Relative to the same period last year, in H1 2022, public 

revenues rose by 5.1% (RSD 195.4 bn) in real terms. 
Such growth was driven primarily by the rise in income 
from VAT on imports (3.7 pp contribution), though the 
increase in this income category is a result of real 
economic growth, rising import prices, but also higher 
quantities of purchased energy for stockpiling purposes. 
Corporate profit tax (1.7 pp) and household income tax 
(0.8 pp) also provided a positive contribution to the rise in 
total revenues. Non-tax income and excises worked in the 
opposite direction, generating negative contributions of 
0.5 pp and 0.1 pp, respectively. According to the Fiscal 
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58.0% and 12.0%, respectively, at end-June. On the other 
hand, the dinar portion of debt decreased by 3.6 pp, to 
24.9% at end-June.  

The new Fiscal Strategy for 2023 projects that the share 
of general government debt in GDP will remain below the 
Maastricht 60% this year and that it will start declining as 
a result of lower fiscal deficit. At end-2025 it will measure 
50.7% of GDP. 

 
9 Aggregate demand 

Amid heightened uncertainty caused by the outbreak of 
the Ukraine conflict, strong GDP growth was preserved in 
H1 (4.1% y-o-y) largely on account of consumption and 
inventories, as well as fixed investments. In H1, high 
export growth rates were also maintained despite the 
slowdown in external demand, but the contribution of net 
exports remained negative due to higher energy imports. 

The largest contribution to GDP growth on the domestic 
demand side stemmed from private consumption (3.7 
pp), which went up by 5.3% y-o-y in H1. Sharp growth in 
private consumption is indicated primarily by the real 
retail trade turnover that increased by 8.5% y-o-y. One 
should bear in mind that the rise in consumption is partly 
due to heightened uncertainty after the outbreak of the 
Ukraine conflict which was particularly pronounced in 
March when the real rise in turnover hit almost 20% y-o-
y. In addition, when the epidemiological situation 
improved, activity picked up further in other service 
sectors too, as testified by the 65% y-o-y rise in catering 
turnover in the first five months of 2022 and an increase 
in the number of arrivals and overnight stays of domestic 
tourists in H1 of 35.4% and 24.1% y-o-y, respectively.  

Strategy for 2023, in the coming period, a further 
reduction in wage tax and continued fight against tax 
evasion and grey economy will remain fiscal policy 
priorities on the revenue side. 

Public expenditures went up by 3.1% y-o-y (RSD 172.3 
bn) in real terms. The main driver of this increase was 
capital expenditure (3.7 pp contribution), on account of 
higher expenses for public investments and additional 
investments in the health system capacities. Of the total 
planned capital expenditures by the new Fiscal Strategy 
for 2023 (RSD 496.8 bn), close to 40% were actually 
incurred in the first six months. A positive contribution 
stemmed from expenses for the purchase of goods and 
services (1.5 pp) and social assistance and transfers (1.3 
pp). On the other hand, lower subsidies pushed 
expenditures down, by 3.5 pp due to the low base effect 
from the previous year related to economic support 
measures. According to the Fiscal Strategy for 2023, in the 
coming period, infrastructure and capital projects will be 
fiscal policy priority on the expenditure side (government 
allocations for capital investments are projected at around 
6–7% of GDP per year). As for pension and wage policies, 
the government will make sure that the increase in the key 
expenditure categories does not push their shares in GDP 
above pre-pandemic levels which would cause major 
inflationary pressures on the demand side. 

At end-June 2022, central government public debt 
stood at EUR 31.3 bn, or 53.2% of GDP, down by 3.3 pp 
from end-2021, as a result of GDP growth.  

As for the debt currency composition, compared to end-
2021, the euro and dollar shares of debt increased to 



The rise in consumption was based above all on the 
primary source of consumption financing – wage bill, 
which went up by 16.2% y-o-y in H1, largely on account 
of wage increase and less so on account of employment 
growth. In H1, remittances also climbed by around 36.7% 
y-o-y, reflecting greater labour force mobility owing to 
further relaxation of containment measures in Europe. 
Even though in H1 the NBS launched the cycle of key 
policy rate hikes, the rise in the stock of loans intended for 
consumption was halted at the level of around 7%. In 
addition, consumption was also financed from the one-off 
payment of monetary assistance to pensioners and 
population younger than 30.  

In H1, government consumption growth slowed down 
(3.5% y-o-y), and the total domestic consumption 
increased 5.0% y-o-y, adding 4.2 pp to GDP. 

The escalation of geopolitical tensions following the 
outbreak of the Ukraine conflict and the consequent rise 
in uncertainty slowed down the rise in fixed investments, 
to 1.4% y-o-y in H1, providing a 0.3 pp contribution to 
GDP. Private sector investments rose by 0.3% y-o-y, with 
the maintained positive dynamics of all investment 
indicators. Namely, in H1, the production of machinery 
and equipment went up by 9.8% y-o-y, while the import 
of equipment was 21% higher y-o-y. The import of 
construction materials also recorded y-o-y growth of over 
40%, while the number of issued construction permits 
went up by 14.7% y-o-y.  

The intensification of private sector investment activity in 
H1 was primarily financed from own sources and less so 
from investment loans which increased by 5.7% y-o-y. 

FDI inflows were also a source of financing for private 
sector investments. They amounted to EUR 1.6 bn in the 
first six months and remained oriented dominantly to 
tradable sectors.  

Government investments rose by 5.4% y-o-y from the 
record 2021 (0.2 pp contribution to GDP growth), 
indicating that even in the face of crisis the 
implementation of infrastructure projects continued.  

A significant positive contribution to GDP growth is also 
expected from rising inventories, as the stocks of 
petroleum products and other strategic commodity 
reserves are built. 

According to our estimate, real imports of goods and 
services rose at a faster pace than exports in H1 (22.3% 
vs. 19.9% y-o-y), which resulted in a 3.8 pp negative 
contribution of net exports to the y-o-y GDP growth. 
This is largely attributable to increased energy imports, 
given that exports kept posting good results in H1 2022 
despite the slowdown in external demand. 

 

10 Economic activity 

Despite the escalation of geopolitical tensions caused by 
the conflict in Ukraine, Serbia preserved a relatively high 
economic growth rate (4.1% y-o-y) in H1. The growth was 
higher than expected despite the slowdown in external 
demand, indicating that the negative effects of the Ukraine 
conflict on the Serbian economy are so far weaker than 
anticipated. Growth was driven by services, owing partly 
to the base effect caused by the coronavirus pandemic. 
Industry also contributed, as did net taxes. On the other 
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H1 the number of issued construction permits rose by 
14.7% y-o-y. Employment in construction increased 
mildly (2.7% y-o-y) and the volume of production of 
construction materials also went up (1.5% y-o-y), while 
the import of construction material rose by over 40% y-o-
y, in nominal terms.  

H1 also saw a continued upward trend in services (6.3% 
y-o-y, with a 3.3 pp GDP contribution), initiated in 2021.  
This is indicated primarily by the robust growth in retail 
trade as its real turnover went up by 8.5% y-o-y. The 
import of consumer goods was also up by 20% y-o-y, in 
nominal terms. Improved global epidemiological 
situation helped further the recovery of tourism. The 
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hand, construction activity was less intense compared to 
the record level posted in H1 2021, while agricultural 
activity slumped due to unfavourable weather.  

Heightened global uncertainty caused by the escalation 
of the Ukraine conflict did not greatly reflect on 
manufacturing. This is confirmed by the volume of 
production in manufacturing that expanded by 4.5% y-o-
y in H1, with the largest contribution coming from 
petroleum products (1.9 pp), which can be associated 
with the base effect due to the overhaul in the oil industry 
in H1 2021. Further, a high contribution to the growth in 
manufacturing stemmed from metal products, machinery 
and equipment, as well as food and pharmaceutical 
products, with 13 out of 24 branches recording 
production growth. 

H1 also witnessed an intense rise in mining activity 
(35.7% y-o-y). On the other hand, activity in the 
electricity supply sector declined by 14.5% y-o-y due to 
the problems in the electricity system in the previous 
period. As a result, overall industrial production 
increased by 3.3% y-o-y in H1, contributing 0.7 pp to 
GDP growth.  

According to our assessment, construction activity went 
down (-0.3 pp contribution to GDP) compared to the 
record level posted in 2021 owing to intense 
implementation of infrastructure projects and upswing in 
housing construction. The decline is indicated by the 
reduced value of implemented construction works. On the 
other hand, the majority of other indicators suggest the 
continuation of positive trends in construction. Thus, in 
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number of overnight stays increased by 43.1% y-o-y in 
H1, as the number of foreign tourist arrivals doubled. The 
real turnover in catering also went up by 65% y-o-y in the 
first five months of 2022.  

A positive contribution to GDP growth also stemmed 
from net taxes (1.1 pp), which can be associated with the 
introduction of the new fiscalisation system and lower 
subsidies compared to a year earlier. 

Our new projection envisages GDP growth to reach 3.5–
4.5% this and the next year, and to accelerate to 4–5% p.a. 
over the medium term. On the production side, this year, 
GDP growth will be driven by services and industry, with 
a positive contribution of net taxes, while construction 
will provide a slightly negative contribution, and 
agriculture a neutral one. Next year, a positive 
contribution is also expected from construction on 
account of planned implementation of transport and 
utility infrastructure projects. 

 

11 Wages and employment 

Favourable trends in the domestic labour market 

continued in H1 2022, as testified by the further increase 
in average wages and formal employment coupled with 
the reduction in registered unemployment. 

In H1, the average nominal net wage equalled RSD 
72,945 (EUR 620), up by 13.5% y-o-y, driven by a rise 
two times faster in private sector (16.3%) than in public 

sector wages (7.9%). In the same period, the medial net 
wage went up by 12.3% y-o-y, to RSD 55,052 (EUR 468), 
with the minimum net wage increasing by 9.4% y-o-y, 
owing to the dynamic economic growth and a better than 
expected fiscal result last year. Since early 2022, y-o-y 
growth in nominal net wages was faster than inflation, 
indicating that the increase in real income and hence 
purchase power were preserved. This is also suggested by 
the coverage of the average and minimum consumer 
basket with the average and minimum wage which rose to 
88% and 81%, respectively. 

Sector-wise, the highest y-o-y growth in the average 
wage was recorded in ICT22 (33.4%), professional, 
scientific, innovation and technical services (19.2%), as 
well as accommodation and food services (15.7%), 
owing to the considerable easing of containment 
measures. At the same time, average wages also went up 
in other service branches belonging dominantly to the 
private sector, as well as in construction, manufacturing 
and agriculture. The rise in y-o-y average wages was also 
recorded in sectors where the public sector is prevalent – 
public administration, health and education (8.1% 
collectivelly), in line with the Government’s decision to 
increase wages in budget beneficiaries (around 7% on 
average at the level of 2022). The y-o-y rise in average 
wages was broadly dispersed not only by economic 
sectors, but also regions of Serbia –it measured 15.2% 
in Belgrade, 13.5% in Vojvodina, 11.9% in  
Western Serbia and Šumadija, and 11.8% in Southern 
and Eastern Serbia. 

Semi-Annual Monetary Policy Report, January–June 2022 

22 Robust wage rise in the ICT sector is partly due to the fact that  inflows from 
abroad are included in the tax return for withholding tax, which is a source of data 
for average wages.



in June. In the public sector, formal employment went up 
by around five thousand persons y-o-y in June and the 
bulk of new recruits were recorded in health and social 
protection owing to a more flexible employment control.23  

According to the National Employment Service, 
registered unemployment continued down in H1, 
reaching 444,213 in June, which is 96.5 thousand 
unemployed persons less than a year ago and at the same 
time the new lowest level on record. All occupation 
groups in production and service sectors recorded a y-o-y 
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Total nominal net wage bill, as the main source of 
consumer demand, recorded a 16.2% y-o-y increase on 
account of the rise in average wages and formal 
employment. According to NBS estimate, overall 

economic productivity kept up in H1 (2.8% in Q1 and 
2.4% in Q2 y-o-y), driven by the rise in economic activity 
which was faster than in employment. The y-o-y growth 
in industrial productivity accelerated from 0.5% in Q1 to 
3.9% in Q2 as a result of stepped-up industrial 
production. 

According to Statistical Office data obtained from the 
Central Registry of Mandatory Social Insurance and 
Statistical Business Register, total formal employment 
exceeded 2.3 mn in H1. In June, 31 thousand persons 
more were formally employed than a year ago, with 
almost identical y-o-y growth in both quarters (1.6% in 
Q1 and 1.5% in Q2). The June y-o-y increase in formal 
employment was driven by higher employment with legal 
entities (by close to 38 thousand), while the number of 
individual farmers and entrepreneurs dropped (by around 
seven thousand collectively). 

Private sector formal employment hit record 1.7 mn 
persons in June, which is around 26 thousand persons 
above last year’s level. The y-o-y employment gains in 
June were recorded in almost all service sectors (except 
transport and finance), as well as in manufacturing, 
construction, mining and water supply. Conversely, 
agriculture and energy recorded a decline in employment 

23 From 1 January 2021 until 31 December 2023 public fund beneficiaries are 
allowed to employ new people for indefinite and definite periods without any special 
permits or government approvals.
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decline in unemployment in June, while the downward 
trend of the number of newly registered job seekers 
continued. 

According to available data from the revised Labour 

Force Survey, which captures both formal and informal 
labour market segments, the activity rate measured 55.8% 
in Q2 2022, while the participation rate (the activity rate 
for working age population) measured 72.0%, up by 1.5 
pp and 2.2 pp, respectively, from the same period a year 
earlier. The employment rate stood at 50.9% (up by 1.6 pp 
q-o-q and by 2.6 pp y-o-y), and the unemployment rate at 
8.9% (down by 1.7 pp q-o-q and by 2.2 pp y-o-y), 
confirming favourable labour market trends. 
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