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Key messages

Construction remains one of the key pillars of the Adria region’s economies, accounting on average for
1 5.5% of GDP, with Croatia leading at 6.7% in 2025, supported by EU funds, post-earthquake
reconstruction and strong infrastructure investment. In recent years, the sector has strengthened its
macroeconomic importance and productivity, with average value added per construction worker rising to |
€32,000 in 2024, €9,000 more than in 2019, lifting regional productivity to 52% of the EU27 average. :

i Construction activity remains resilient, driven by infrastructure projects, logistics and retail developments,
reconstruction and solid residential demand, despite temporary weakness in Serbia during Q1-Q3 2025
and a slowdown in Bosnia and Herzegovina in Q2-Q3 2025. At the same time, the average property price !
increased by 71% in Bosnia and Herzegovina, 68% in Croatia, 58% in Slovenia, 54% in North
Macedonia, and 41% in Serbia. Despite significant price growth, housing affordability has improved in |
North Macedonia, Croatia and Serbia supported by strong real wage growth and robust employment
dynamics. On other side, affordability remained broadly stable in Bosnia and Herzegovina and
deteriorated in Slovenia. |

Structural factors continue to underpin demand, including a strong preference for homeownership
(around 80% compared to 68% in the EU27), high shares of cash purchases, and €110 billion in !
household deposits that may increasingly flow into real estate. :

Looking ahead to 2026, we expect average real estate prices in the region to increase by a further 10%,
with continued double-digit growth in North Macedonia, Bosnia and Herzegovina and Croatia, more |
moderate growth in Serbia, and price dynamics in Slovenia gradually converging toward inflation-level !
rates. '

Housing prices expectations
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Construction sector

Construction is one of the most important sectors of the economies of the Adria region with a strong multiplier effect that
construction has on the overall economy, as well as its role in employing many workers. In the region, the importance of
construction has been growing in recent years, driven by demand for real estate, post-earthquake reconstruction in Croatia and
EU funds. Also, large infrastructure projects likewise roads, ports, railways and hospitals within Adria region are driver of civil
engineering construction growth.

On average, gross value added (GVA) of construction accounts for 5.5% of the region’s GDP. Croatia leads with 6.7% in 2025,
given the strong wave of EU funds, reconstruction and the National Recovery and Resilience Plan (NRRP). Growth compared
to 2019 has been recorded in Croatia, Slovenia, and B&H, while Serbia and North Macedonia have seen a decline in the share
of construction (Q1-Q32025). Serbia experienced three weak quarters in 2025 due to weaker sentiment in the economy, while
in North Macedonia we nevertheless see a recovery in Q2-Q3 2025 compared to Q1 2025.

Share of construction gross value added in GDP (%)
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In addition to GVA, it is worth noting that construction has become more productive over the past five years in all countries of the
Adria region. There has been strong growth in the number of construction workers in the Adria region by around 90 thousand more
(2015/2019), however GVA has grown even more strongly. Croatia recorded the strongest growth in new construction workers,
with an increase of 34% (approximately 40 thousand), driven by strong economic growth, extensive infrastructure investments, and
post-earthquake reconstruction. Slovenia and Serbia also experienced employment growth of around 20%, while N. Macedonia
and B&H, due to slower economic growth, recorded only around 6% growth in construction employment.

When we look at value added, one construction worker generated on average around €32,000 in value added in 2024, which is
€9,000 more than in 2019. Consequently, the region’s average construction productivity now stands at 52% of EU27 average,
compared to 46% in 2019. The largest increase was recorded in Croatia (an additional €17,000 per employee), while the smallest
increase was recorded in Serbia (around €1,300).

GVA per employee in construction sector (‘000 EUR)
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Construction activity

Currently, construction is being driven by infrastructure projects, logistics centers, retail parks, reconstruction activities, as well as
the construction of residential real estate, for which demand shows no signs of weakening. These trend is also confirmed by
construction activity, which remains in positive territory while in Bosnia and Herzegovina activity slowed in the third quarter of 2025.
Serbia construction activity comebacks in Q42025 because of stronger pace of works and favourable weather. The total value of
construction works increased by 10.6% yoy, with buildings growing by 13.3% and other construction buildings by 8.8% yoy. On the
other hand, future growth in construction can be assessed by looking at newly issued building permits. The most positive trends are
seen in North Macedonia, where permit growth rates are in the high double digits, which further supports an increase in the supply
of real estate as well as a stronger GDP multiplier effect. In the first eleven months, the only country recording a decline in the
number of permits is Serbia, due to the previously mentioned reasons.

Construction activity (3-month moving average, %)
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Growth in issued building permits (3-month moving average, %)
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Affordability

Given strong demand, rising input costs, and increasing labour costs in construction, real estate prices have risen significantly. In
2025 compared to 2019, the average property price increased by 71% in Bosnia and Herzegovina, 68% in Croatia, 58% in Slovenia,
54% in North Macedonia, and 41% in Serbia. However, despite the strong growth in property prices, average net wages have also
increased. Wages have been rising because labour markets in the region are practically depleted, with only a very small number of
qualified unemployed workers available to fill vacancies. As a result, employers are forced to raise wages (often even above
productivity growth) to meet demand. Unemployment rates are at historic lows across the Adria region, averaging 5.3pp lower than
at the end of 2019. Current unemployment rates are: Croatia 4.2%, Slovenia 4.2%, Serbia 8.2%, B&H 11.1%, and N. Macedonia
11.5%. Employment growth is also stronger than in previous periods. As a result, Slovenia and Croatia are increasingly dependent
on the import of workers from third countries. At the same time, B&H, Serbia, and N. Macedonia are also experiencing growing
inflows of foreign workers, as their labour markets are affected by structural unemployment caused by a mismatch between the
skills of job seekers and the needs of employers.

By comparing the average price of real estate (both new builds and existing properties) with average net wages, we arrive at the
conclusion that housing affordability has increased in North Macedonia, Croatia and Serbia, while it has remained unchanged in
B&H, and decreased in Slovenia. Of course, this refers to the average across the economy, and there will always be individuals
whose wages have grown less or for whom purchasing a property remains unaffordable.

Housing affordability (number of average net wages per one square meter)
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The silver lining of high real estate prices is that, historically, citizens in the Adria region tend to own the property they live
in. On average, 80% of the region’s population lives in owner-occupied housing, while the rest rent the space they live in.
In the EU27, this average is 68%, while in Western countries it falls to below 50%. Due to high real estate prices, young
people who are just starting their professional careers and independent lives are the most affected. As a result, in this
region young people typically leave their parental home only in their early thirties, whereas in the EU this usually happens
in the early twenties.

Homeownership rate (share of population owning the dwelling they live in, 2024)
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Outlook

As for 2026, we expect real estate prices to continue  Households' deposits as % GDP (end of 2025)
rising, but at somewhat slower growth rates than in

recent years. Demand remains present, and the 495

number of apartments being built is still lower than : 48.3 46.3
during the record period of 2007-2008. We continue ’
to see real wage growth, rising employment,
improved corporate profitability, and, ultimately,
faster economic growth than in Western Europe.
Additionally, the share of the shadow economy
remains noticeable in the region, which supports
cash purchases of real estate. For example, in
Croatia around 55% of properties are purchased in
cash, while in Serbia this figure is as high as 75%. It
is also important not to overlook the growing
household savings in the region, which could, in the
future, be used to purchase a second or third
property. Currently, citizens of the Adria region hold
€110 billion in bank accounts, mostly in transaction
accounts, i.e. demand deposits. Financial (il)literacy
plays a role in investment decisions, which is why
most citizens with surplus funds still prefer to invest
in additional real estate rather than diversify their
portfolios and invest in capital markets through
stocks, government bonds, or other asset classes.
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Regarding interest rates, the housing sector is highly sensitive to changes, which impacts affordability. Following the strong
expansionary monetary policy over the last decade and the improved economic conditions, the cost of housing loans has
declined significantly. Housing loan interest rates decreased in all countries in the region between 2015 and 2025, except
for Slovenia. Slovenia already had relatively low rates in 2015, as it was a member of the euro area and had achieved
stronger convergence with the EU. Currently (Dec-2025), average housing loan interest rates in Slovenia are slightly
higher, at 2.9%, compared to 2.6% in 2015. Other countries recorded larger declines in interest rates. Croatia experienced
the most significant decrease (due to euro introduction), from 5.6% to 3%. North Macedonia saw a decline from 4.8% to
3.7%, Serbia from 5.5% to 4.8%, and B&H from 5.3% to 3.85%. For Serbia, North Macedonia, and B&H, the data include
loans denominated in local currency, foreign currency-indexed loans, and FX loans.

In conclusion, for the reasons mentioned above, we expect average real estate prices in the region to increase by an
additional 10% in 2026, especially in North Macedonia, Bosnia and Herzegovina, and Croatia, where there is strong
demand for this form of saving/investment and where we therefore expect the continuation of double-digit growth rates. In
Serbia, given the somewhat slower pace of economic growth, we expect lower rates of real estate price growth, while in
Slovenia, due to sluggish growth and lower average wage growth than in the rest of the region, we expect a slowdown in
price growth on average toward inflation-level rates (2-3%).
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Disclosures Appendix

This report is oriented for professionals and analysts that live in
the country or abroad who are interested in investing and
following local and regional markets. The information and
opinions in this report/investment research were prepared by
Bloomberg Adria and/or one or more of its subsidiaries/affiliates
(collectively, 'Bloomberg Adria") for information purposes only.
This report is not investment advice or an offer or solicitation for
the purchase or sale of any security/financial instrument or to
participate in any trading strategy. Neither Bloomberg Adria nor
any of its employees accept any liability for any direct or
consequential loss arising from any use of this publication or its
contents. Any investments referred to herein may involve
significant risk, are not necessarily available in all jurisdictions,
may be illiquid and may not be suitable for all investors. The
value of, or income from, any investments referred to herein may
fluctuate in price and value. Past performance is not indicative of
future results. Besides, the risks associated with an investment in
the financial, money market or investment instrument or security
under discussion are not explained in their entirety. Estimates of
future performance are based on assumptions that may not be
realized. Investors should make their own investment decisions
without relying on this publication. Only investors with sufficient
knowledge and experience in financial matters to evaluate the
merits and risks should consider an investment in any issuer or
market discussed herein and other persons should not take any
action on the basis of this publication.

This report is based on information available to the public. While
reasonable care has been taken to ensure that the information
contained herein is not untrue or misleading at the time of
publication, Bloomberg Adria makes no representation or
guarantee with regards to the accuracy, completeness or
suitability of the data. Bloomberg Adria does not undertake to
advise you of changes in its opinion or information. Moreover, we
reserve the right not to update this information or to discontinue it
altogether without notice.

From time to time our analysts receive assistance from the issuer
including, but not limited to, discussions with management of the
subject company(ies). However, it should be presumed that the
author(s) have communicated with the subject company to
ensure factual accuracy of the (company) research report prior to
publication, without mentioning recommendation and summary.

Any opinions and estimates contained herein reflect the current

judgment of the author(s) and do not necessarily reflect the
opinion of Bloomberg Adria or any of its
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subsidiaries and affiliates. This report is disseminated and
available primarily electronically to professional clients and
eligible counterparties, who are expected to make their own
investment decision

without undue reliance on this publication, and may not be sold,
redistributed, reproduced or published in whole or in part for any
purpose without the prior express consent of Bloomberg Adria.

Please always cite source when quoting. The content is
copyrighted and cannot be quoted in a commercial setting/media
outlet without prior written consent.

Additional information is available on request. Bloomberg Adria
and others associated with it may be involved or seek to be
involved in many businesses that may relate to companies,

issuers or instruments mentioned in this report. These
businesses include market making, providing liquidity and
specialized trading and other proprietary trading, fund

management, investment services and investment banking.

Bloomberg Adria and others associated with it including any of its
employees may have positions in securities of companies or
financial instruments discussed in this research and may trade
them in ways different from those discussed in this report.

This report may include research based on technical analysis.
Technical analysis is generally based on the study of trading
volumes and price movements in an attempt to identify and
project price trends. Technical

analysis does not consider the fundamentals of the underlying
issuer or instrument and may offer an investment opinion that
conflict with other research generated by Bloomberg Adria.
Investors may consider technical research as one input in
formulating an investment opinion. Additional inputs should
include, but are not limited to, a review of the fundamentals of
the underlying issuer/security/instrument.

The author(s) is/are named in the front page of this report. The
research analyst(s) or analysts who prepared this report (see the
first page) hereby certifies that: (1) the views expressed in this
report accurately reflect their personal views about the subject
securities or issuers and/or other subject matter as appropriate;
and, (2) no part of his or her compensation was, is, or will be
directly or indirectly related to the inclusion of specific
recommendations or views in this report. On a general basis, the
efficacy of recommendations and clients' feedback are factors in
the performance appraisals of analysts.



