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Key Messages

Growth across the Adria region strengthened in the second quarter of 2026, although performance remained uneven. Domestic demand, investment
and rising real wages remained the key growth drivers, while industrial activity was generally weaker. Inflation moderated in most markets, but renewed
energy and geopolitical risks have pushed central banks toward a more cautious stance.

Bosnia and Herzegovina remained supported by resilient consumption, strong retail activity and real wage growth, while industrial production and
investment indicators weakened. The shutdown of Nova Zeljezara Zenica represents a significant downside risk to industrial output, exports and related
sectors. Due to rising energy prices, we are revising our annual inflation forecast upwards to 4,9%.

Croatia’s growth slowed in Q2, reflecting weaker household consumption and moderating investment, although retail trade, tourism and the labour
market remained supportive. Inflation remains elevated, particularly in services and energy, while softer domestic demand represents a growing
headwind in the second half of the year. Due to rising energy prices, we are revising our annual inflation forecast upwards to 4,3%.

North Macedonia’s growth accelerated strongly in Q2, supported by construction, investment, resilient domestic demand and continued export growth.
Industrial activity remained comparatively subdued, while inflation moderated considerably during the summer. Due to subdued inflationary pressures in
the first half of the year, we are revising our annual inflation forecast downwards to 3.4%.

Serbia’s economy gained momentum, supported by household consumption, investment and particularly strong construction activity. Inflation
moderated and real wage growth remained robust, while Expo-related investment should continue to support construction and broader economic
activity despite weak industrial production. Due to subdued inflationary pressures in the first half of the year, we are revising our annual inflation
forecast downwards to 3.3%.

Slovenia recorded the strongest acceleration in the region, with GDP growth reaching 5.0% in Q2, driven by household consumption and a sharp
increase in investment. Rising real wages and a tight labour market continue to support domestic demand, while softer industrial activity and elevated
inflation remain key headwinds. We are upgrading our 2026 growth forecast to around 3.4%, reflecting exceptionally strong economic performance in
the first half of the year. Due to rising energy prices, we are revising our annual inflation forecast upwards to 3,4%.

Central banks have shifted toward a more cautious stance amid renewed energy and geopolitical risks. The ECB raised its deposit rate by 25bp to
2.50% in September, while Serbia and North Macedonia kept their key rates unchanged at 5.75% and 4.25%, respectively. We now expect at least one
more 25 bps hike by the end of the year and we no longer expect the NBS to cut rates this year

Labour markets across the Adria region have tightened significantly over the past five years, with Croatia recording the strongest improvement.
However, ageing and emigration remain structural constraints, particularly in Bosnia and Herzegovina and North Macedonia, while Croatia and
Slovenia increasingly rely on foreign workers to address labour shortages.
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Bosnia and Herzegovina

BiH's GDP in Q1 2026 grew 2.2% yly. Household final consumption
remained the main driver rising 3.2% y/y, while government spending
rose 1.8%. Exports increased 0.1% y/y, but imports climbed by 1.3%
leaving negative net exports. Gross fixed capital formation grew 1.5%
yly, reflecting continued investment activity. Industrial production lost
momentum: January-July industrial production was down 2.6% y/y. By
sector, manufacturing production decreased 1.3% y/y, mining output
decreased by 15.3%, and electricity and gas supply increased 2.1%.
Retail trade turnover remained resilient: from January to July 2026, it
rose 11.5% yly in real terms. Non-food retail sales grew 14.8%, while
food, beverages and tobacco were up 8.3%. Wages continue to outpace
price growth; net wages rose 8.3% y/y nominally and 2.7% yly in real
terms in Q2 2026. Q2 2026 unemployment rate increased to 12.2%, up
0.8 p.p from the previous quarter but down 0.9 p.p. on y/y. Investment
indicators point to a pullback: January-July 2026 saw building permits
issued down 5.7% yly, and down 6.7% in July only compared to average
number of building permits issued in 2025 with residential buildings
accounting for 97.1% of permits in January-July. From January to July,
the number of tourist arrivals was broadly flat, down 0.1%, while
overnight stays increased by 2.0%.

Inflation pressures remain elevated at around 3.6% y/y in July 2026. The
main driver of price increases is the transport with 13.0% y/y, followed by
the housing and utilities category with 10.8% increase y/y. With price and
margin caps extended through end 2026, price pressures are expected
to ease. Introduced on 5 June in response to elevated inflation, the FBiH
price cap was followed by a 0.4% decline in consumer prices in July. Due
to rising energy prices, we are revising our annual inflation forecast
upwards to 4,9%.

Nova Zeljezara Zenica (previously ArcelorMittal Zenica) shut down its
integral steel production in April 2026 due to unsustainable financial
position. In June 2026, workers held daily protests over unpaid
severance pay and holiday allowances. Bankruptcy proceedings were
opened on 12 August 2026, and the creditors' examination hearing is
scheduled for 8 December 2026.

Key Macroeconomic Indicators and Forecasts

2023 2024 2025F 2026F

GDP real growth (%) 1,9 2,5 2,4 3,2
CPI (%, annual average) 6,3 1,7 4.1 4,9
Unemployment rate (%, ILO) 13,2 12,7 11,1 12,2
Fiscal deficit (% GDP) -1,2 -1,8 -0,8 -2
Public debt (% GDP) 29 29,5 30,6 31,6
EUR/USD (average) 1,08 1,08 1,13 1,14
3M Euribor (average) 3,43 3,57 2,2 2,6
FBiH and RSBiH Bond Yield (Current, %)

5,9 Federation BiH 4Y EUR Bond Yield (left axis) 5,972

Republic of Srpska 10Y BAM Bond Yield (right axis)
3,9 5,952
09/25 11/25 01/26 03/26 05/26 07/26 09/26

Source: BBA Analytics, Bloomberg

Since the opening of bankruptcy, around 1,100 workers have been
declared redundant. The immediate macroeconomic contraction is
estimated at a minimum of 1.1% of BiH's GDP, given that Nova
Zeljezara Zenica was the second largest exporter in BiH in 2025.
Consequently, material impact is expected for rail transport (FBiH
and RS railways), gas supplier (BH Gas), industrial gases and
services (Messer) and port operations (Luka PloCe), generating
additional indirect output losses.

We expect 2026 growth to be around 3.2%, while monitoring a
potential transportation-sector strike that could disrupt BiH's imports
and exports.

Croatia

Croatia’s economy slowed in the second quarter of 2026, with real GDP
expanding 1.7% yly, down from 2.2% in Q1. Household consumption
increased only 0.5% y/y, while government consumption rose 2.0%.
Investment remained supportive, with gross fixed capital formation
increasing 1.7%. External trade recovered, as exports of goods and
services rose 3.0%, while imports increased 3.4%. Construction activity
remained positive, with value added up 3.1% yly, although forward-
looking indicators are softer. In July, 972 building permits were issued,
1.6% more than a year earlier, but the number of permits in January—July
was 12.1% lower y/y. Retail trade remains resilient. Real retail turnover
increased 3.6% yly in July, marking the 40th consecutive month of
annual growth. Food, beverage and tobacco sales rose 3.9% and non-
food sales 4.5%, while automotive fuel sales declined 2.8%. The labour
market also remains tight, with the ILO unemployment rate at 4.7% in
Q2, down from 5.5% in Q1. Industrial turnover continued to grow
strongly, increasing 7.3% y/y in June and 5.0% in the first half of 2026.
Tourism also remained supportive during the peak summer season. In
August, tourist arrivals topped 5 million in August for the first time, while
overnight stays in the first eight month rose 1.0% yly.

Inflation remains elevated. Consumer prices increased 4.2% yly in
August, driven by transport (+13.5%), housing and utilities (+10.8%) and
restaurants and accommodation (+6.1%). Services inflation remained
particularly strong at 7.2%, while energy prices increased 17.6%. By
contrast, food and non-alcoholic beverage prices declined 0.6% y/y and
clothing and footwear fell 5.1%. Harmonised inflation stood at 3.7% y/y.
Due to rising energy prices, we are revising our annual inflation forecast
upwards to 4,3%.

Overall, Croatia entered the second half of 2026 with slower growth
momentum, as household consumption and investment moderated.
Retail trade, tourism and the labour market remain supportive, while
elevated inflation and softer domestic demand represent the main
headwinds to growth. We expect 2026 growth to be around 2.9%.

Key Macroeconomic Indicators and Forecasts

2023 2024 2025 2026F

GDP real growth (%) 3,3 3,8 3,2 29
HICP (%, annual average) 8,5 4 4,4 43
Unemployment rate (%, ILO) 6,1 52 5 4

Fiscal deficit (% GDP) -0,8 -1,9 -3 -2,8
Public debt (% GDP) 60,9 57,4 56,3 56,1
EUR/USD (average) 1,08 1,08 1,13 1,14
3M Euribor (average) 3,43 3,57 2,2 2,6

Croatia 10Y Bond Yield (Generic, %)

0
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Note: 2025 vs 2026 data not fully comparable due to Fiscalization 2.0
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North Macedonia

North Macedonia’s economic momentum strengthened in the second
quarter of 2026. Real GDP expanded 4.3% yl/y, accelerating from 3.1%
in Q1. Construction was the main growth driver, with value added surging
21.9% yly. Gross capital formation rose 14.5%, supported by higher fixed
investment. External trade also remained supportive. In the first seven
months of 2026, goods exports increased 8.4% yl/y, while imports rose
7.8%. The trade deficit nevertheless remained sizeable, with export
coverage of imports at 70.9%. Germany remained North Macedonia’s
most important trading partner. Industrial momentum remains mixed.
Industrial production increased 1.3% yl/y in July, supported by a 3.4%
rise in manufacturing, while mining declined 5.9% and electricity and gas
production fell 19.5%. In the first seven months, total industrial
production was only 0.9% higher y/y. Domestic demand indicators
remain more resilient. Real retail turnover excluding fuel increased 3.6%
yly in July, driven by a 6.7% rise in non-food sales, while food sales were
unchanged. Automotive fuel sales increased 13.2% in real terms.
Household purchasing power remains supported by wage growth, with
the average real net wage increasing 2.9% yly in June. Tourism
remained supportive, with the number of tourists increasing 5.5% y/y in
July 2026. Construction indicators remain volatile despite strong activity,
with the number of building permits falling 8.5% y/y in July.

Inflation moderated considerably during the summer. Consumer prices
increased 2.6% y/y in August, while monthly inflation stood at 0.4%. The
monthly increase was driven primarily by recreation, sport and culture
(+3.1%), restaurants and accommodation (+2.5%) and food and non-
alcoholic beverages (+0.5%), while transport prices declined 0.8%. Due
to subdued inflationary pressures in the first half of the year, we are
revising our annual inflation forecast downwards to 3.4%.

Overall, North Macedonia entered the second half of 2026 with stronger
growth momentum, supported by construction, investment, resilient
domestic demand and continued export growth, while industrial activity
remains comparatively subdued. We expect 2026 growth to be around
2.9%.

Key Macroeconomic Indicators and Forecasts

2023 2024 2025 2026F
GDP real growth (%) 21 2,8 3,5 2,9
HICP (%, annual average) 9,2 4,2 4,3 3,4
Unemployment rate (%, ILO) 13,2 12,4 12 11
Fiscal deficit (% GDP) -4,6 -4,4 -4 -3,1
Public debt (% GDP) 58,1 62,4 62,8 63
EUR/MKD (average) 61,56 61,53 61,6 61,6

North Macedonia 8Y Bond YIELD EUR (Current, %)

6
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5
4,5
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Number of days to reach one million euros of net income
269

Source: BBA Analytics, Bloomberg

Serbia

Serbia’s economy gained momentum in Q2 2026, with real GDP
expanding 3.8% yly, up from 3.2% in Q1. Household consumption rose
4.0% yly and government consumption increased 2.5%. Investment also
strengthened, with gross fixed capital formation up 3.3%. Exports of
goods and services increased 4.1% yly, while imports grew faster at
5.2%. Construction remained one of the strongest sectors, with value
added rising 9.1% yly in Q2. Forward-looking indicators remain
supportive, building permits issued in July were up 8.6% y/y, while the
anticipated value of construction works increased 58.0%. Over the first
seven months of 2026, the number of permits rose 7.9% y/y and their
anticipated value increased 35.5%, pointing to a continued strong
construction pipeline related to Expo investments. Industrial activity
remains weak. Total industrial production declined 2.3% y/y in July, with
manufacturing down 1.6% and electricity and gas supply falling 8.8%,
while mining increased 3.0%. However, production in the first seven
months of 2026 was still 0.3% higher than a year earlier. Capital goods
remained a bright spot, with production up 10.9% in January—July,
supported by strong growth in motor vehicle production. Household
purchasing power remains supportive, with average net wages
increasing 9.4% in real terms in June. Over the first half of 2026, real net
wage growth averaged 8.4%.

Inflation pressures moderated during the summer. Consumer prices
increased 2.2% yly in August, up slightly from 1.9% in July but well below
the 3.5% recorded in May. On a monthly basis, prices increased 0.5%,
driven by transport (+1.7%), recreation, sport and culture (+1.3%) and
household equipment and personal care (+0.9% each). Due to subdued
inflationary pressures in the first half of the year, we are revising our
annual inflation forecast downwards to 3.3%.

Overall, Serbia entered the second half of 2026 with stronger GDP
growth and robust household consumption, investment and construction
activity. Strong real wage growth and moderating inflation should
continue to support domestic demand, while weak industrial production
and faster import growth remain the main headwinds. At the same time,
the investment cycle related to Expo 2027 should continue to provide
support to construction and overall economic activity. We expect 2026
growth to be around 3.5%.

Key Macroeconomic Indicators and Forecasts

2023 2024 2025 2026F
GDP real growth (%) 3,8 3,9 2 815
HICP (%, annual average) 12,2 4.8 41 B3]
Unemployment rate (%, ILO) 9,5 8,8 9 7,6
Fiscal deficit (% GDP) -2,1 -2 -2,4 -4,5
Public debt (% GDP) 48 46,7 44,5 46,3
EUR/RSD (average) 117,25 117,09 117,2 117,15
3M Euribor (average) 3,43 3,57 2,2 2,6
Serbia 10Y Bond Yield EUR (Current, %)
8
7
6
5
4

09/22 0323  09/23  03/24  09/24 0325  09/25  03/26  09/26
Corporate Revenue Growth vs Inflation (Q2, YoY, %)
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Growth of operating income in non-financial Average inflation (HICP)
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Source: BBA Analytics, Bloomberg
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Slovenia

Slovenia’s economy gained significant momentum in the second quarter
of 2026. Real GDP increased 5.0% y/y in Q2, bringing growth in the first
half of the year to 4.1% y/y. Domestic demand remained the main driver,
with domestic expenditure rising 5.9% y/y. Household consumption
increased 3.4%, while gross capital formation rose 12.3%. Gross fixed
capital formation expanded 13.2%, supported by a 19.0% increase in
investment in buildings and structures and a 10.1% rise in machinery and
equipment. Construction remained particularly strong, with sector value
added increasing 15.9%. External trade also improved, with exports of
goods and services rising 6.4% and imports 7.6%. More recent indicators
suggest that domestic demand remained resilient during Q3. Retail trade
volumes increased 5.2% y/y in July and were 2.3% higher in the first
seven months of 2026. Household purchasing power remains supported
by continued wage growth, with average gross earnings in H1 increasing
4.1% yly in real terms. The labour market also remains tight, with the
unemployment rate at 3.8% in Q2. Industrial activity remains more
subdued, with total industrial production only 0.7% higher in the first
seven months of the year, despite a 4.5% y/y increase in manufacturing
output in July. Construction indicators point to some moderation ahead,
as 22% fewer building permits were issued in August than in July and the
number of planned dwellings fell 48% yly.

Inflation moderated but remains elevated. Consumer prices increased
3.0% yly in August, with services prices rising 4.3% and goods 2.3%.
Housing, water, electricity and gas costs increased 8.1% y/y, contributing
1.0 percentage point to headline inflation, while transport prices rose
4.7%. Due to rising energy prices, we are revising our annual inflation
forecast upwards to 3,4%.

Overall, Slovenia entered the second half of 2026 with considerably
stronger momentum, supported by household consumption and
investment. Rising real wages and a tight labour market should continue
to support domestic demand, while weaker external trade and still-
elevated inflation remain the main headwinds. We are upgrading our
2026 growth forecast to around 3.4%, reflecting exceptionally strong
economic performance in the first half of the year.

Key Macroeconomic Indicators and Forecasts

2023 2024 2025 2026F
GDP real growth (%) 21 1,6 1.1 3,4
HICP (%, annual average) 7,3 2 2,5 3,4
Unemployment rate (%, ILO) 3,7 3,7 41 3
Fiscal deficit (% GDP) -2,6 -0,9 -2,5 -2,2
Public debt (% GDP) 68,3 66,6 66,1 64
EUR/USD (average) 1,08 1,08 1,13 1,14
3M Euribor (average) 3,43 3,57 2,2 2,6
Slovenia 10Y Bond YIELD EUR (Generic, %)
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Source: BBA Analytics, SURS, Bloomberg

Monetary Policy

Central banks have shifted from the easing cycle back toward a more
cautious and hiking approach, with monetary policy once again becoming
highly data dependent amid renewed inflation concerns linked to energy
markets and geopolitical uncertainty.

The ECB raised its deposit rate by 25 bps to 2.50% at its 10 September
meeting, responding to renewed inflationary pressures from higher
energy prices and geopolitical risks. The ECB expects inflation to remain
above its 2% target for an extended period. While euro area growth
remains fragile, Germany’s fiscal expansion should provide some support
in last quarter of the year.

The National Bank of Serbia (NBS) kept its key policy rate unchanged at
5.75% in September. Inflation moderated to 1.9% in July before edging
up to 2.2% in August, remaining below the 3% target midpoint. The NBS
continues to maintain a cautious stance amid external and geopolitical
risks. We expect the NBS to keep its key policy rate unchanged until the
end of the year.

The National Bank of the Republic of North Macedonia (NBRNM) kept its
key interest unchanged at 4.25% at its September meeting, while
inflation rate remains elevated, indicating persistent inflationary
pressures and a slower return to historical averages.

Last quarter, when the US—Iran agreement had eased concerns over oil
supply, we expected the ECB to keep the deposit rate at 2.25% until
year-end. With energy prices elevated again, we now expect at least one
more 25 bps hike by the end of the year, taking the deposit rate to
2.75%. For the same reason, we no longer expect the NBS to cut rates
this year, as higher energy prices increase upside inflation risks and
inflation expectations continue to rise. Our view on the NBRNM remains
unchanged.

Key Monetary Policy Rates (%)
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Source: BBA Analytics, Bloomberg
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Employed per Unemployed Ratio

The employed-to-unemployed ratio measures the number of employed
people for every unemployed person, providing an indication of the 27
strength and development of a country’s labour market. 26

Employed per Unemployed Ratio Q2 2021 vs Q2 2026

30

25
All countries in the region recorded an improvement in the ratio over the 22

past five years, reflecting stronger labour market conditions. Croatia
recorded the strongest improvement, with the ratio rising from 12 to 27 20
employed people per unemployed person, while North Macedonia and
Bosnia and Herzegovina saw the smallest increase, from 5 to 8 over the

same period. 12 13 15
However, the improvement also reflects increasingly tight labour supply. 8 8 8 10
Adria region labour markets continue to face structural constraints from 5
population ageing and emigration. 5 5
I I 0
SI HR SR MK BH

mQ2 2021 Q22026

Source: BBA Analytics, local statistics offices

Foreign Workers in Employment

At the bottom of the ranking are Bosnia and Herzegovina and North

Foreign Workers as a Share of Total Employment (%)

Macedonia, which remain among the region’s largest exporters of labour. 18
16,2
Workers from Bosnia and Herzegovina play a particularly important role 16
in neighbouring labour markets, accounting for almost half of foreign
workers in Slovenia and representing the largest group of foreign 14
workers in Croatia.
12
These trends highlight a growing imbalance within the region: while
Bosnia and Herzegovina and North Macedonia continue to lose workers 85 10
through emigration, tighter labour markets in Croatia and Slovenia are ’
increasingly filling labour shortages through immigration from both 8
neighbouring countries and more distant Asian markets.
6
4,3
4
1,4 2
0,8
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Source: BBA Analytics, local statistics offices
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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.



	Slide 1
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9

