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Acronyms and abbreviations

3MMA, 6MMA - 3 or 6 month moving average

BELIBOR = Serbia interbank lending rate

BiH - Bosnia and Herzegovina

BiH CB - Central Bank of Bosnia and Herzegovina

Bp - basis point

CAGR - compounded annual growth rate

CAPEX - Capital expenditures

CEE - Central and eastern Europe

ECB - European central bank

EOP - End of period

EU 27 - European Union, also interchangeably referenced to as EU
FED - US central bank

FDI - Foreign direct investment

GDP - Gross domestic product

Gvt - Government

GVA - Gross value added

ICT - information, communication and telecommunication sectors
M/M - Month on month growth rate, i.e. percentage difference between a value in a certain month over the preceding month
Makstat - North Macedonia office of statistics

MNE - Montenegro

Monstat - Montenegro office of statistics

NMK - North Macedonia

Pp - percentage point

REPO - repurchase agreement with the NBS

SEE - Southeastern Europe

SKIBOR

SORS - Serbian office of statistics

VAT - value added tax

WB - Western Balkans

Y/Y - Year on year growth rate, i.e. percentage difference between a value in a certain period over the same period in the previous year st
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Executive summary

Facing stronger external headwinds, Serbia’'s growth - much as in most of region - is
increasingly reliant on local sources - capping expected growth to about 3% in the mid-

term horizon across most of the region.

Growth in Serbia and the region remains modest and fragile, with only
a tepid speedup expected in 2026-2027. Rising geopolitical tensions
and renewed inflationary pressures in early 2026 weigh heavily on EU
growth, spilling over to the region due to its strong trade and investment
linkages. Against such backdrop, growth across the region is expected
to stabilize at moderate levels, around ~3% in the 2026-2027 horizon.

Domestic demand remains the key growth engine and will continue to
underpin local economies. Households' consumption remains resilient,
mainly supported by soaring wages across the region and elevated public
spending. While this is offsetting weak external demand, it also
contributes to an eroding competitiveness, particularly in
manufacturing.

Growth is also underpinned by strong investment, but in most cases
increasingly driven by public sector. Public investments intensified
across the region and are expected to remain elevated over 2026-2027,
financed by governments’ spending, as well as EU" Growth agenda. In
contrast, private investment and FDI inflows are weakening, constrained
by heightened uncertainty, both global and domestic, as well as softer EU
economic performance.

Export performance deteriorates and will remain a key near to mid-
term constraint: weak EU demand, erosion of competitiveness - as
energy and labor costs soar across the region, are expected to continue
weighing on economic performance in 2026, with only a gradual
improvement thereafter. On a longer horizon, structural constraints are
increasingly pressing - amid an aging and rapidly decreasing population,

From export-driven to domestlcally drlven growth: components of
Serb|a s growth (contribution, i BPH%

H consumpt|on mmmm Gvt consumption
Fixed investments mmmmm Net exports
e GDP growth
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Source: Eurostat, EY
* Includes data for the four economies in this report: BiH, Montenegro, N. Macedonia
and Serbia

Inflation in the region is faster than in most of Europe: consumer
prices index for European countries (dec. 2021=100)
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Global and regional environment

Modest global growth amid geopolitical fragility
deeply affects economies in the Western Balkans.
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ﬁ . O . . . . . Global environment

Global growth bogged down by geopolitical uncertainties, while only a tepid recovery
towards the pre-2023 pace is likely in the mid-term horizon.

Global uncertainties keep mounting amid an increasingly
complex geopolitical context - with a war erupting in Iran during
the 1Q 2026, adding to an already complex geopolitical backdrop.
The growing plethora of geopolitical conflicts stifles global
growth: affecting investments, disrupting trade, provoking shocks
in prices of strategic commodities - like energy or fertilizer (more
detailed).

These developments are particularly affecting the EU - with its
key members, Italy or Germany, being highly dependent on
energy imports, stable trade routes, and export. By this, it also
heavily weighs on growth in Serbia and the Western Balkans
region, the EU being its key trade and investment partner.

A return to a tepid global growth is expected for 2026 and
beyond but related to easing of conflicts and related inflationary
pressures on prices of key commodities.

=100)

Index (Dec 2023

-1.0

Global Financial Market Uncertainty: VIX* Index (Monthly)
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Source: LSEG
* The CBOE Volatility Index (VIX) of expected volatility of the U.S. stock market over the
month, based on S&P 500 option prices, used as proxy for global market uncertainty.

Economic growth in key global economies
6.0
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Source: IMF World economic outlook April 2026
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ﬁ . O . . . . . Box 1. Key long term-trends: Global energy and trade routes

Rising tensions in the Middle East are exposing vulnerabilities in global energy and trade
routes, further straining supply chains and adding to inflationary pressures across the
world.

Strait of Hormuz
19.7mb/d (~20% of total oil
supply), under intermittent L\
blockade since early 2026

Suez Canal and Bab-
el-Mandeb
5.2 mb/d (~5% of
total oil supply)

Panama Canal
1.8 mb/d (~3%)
Strait of Malacca
22.1 mb/d (~23% of total
oil supply)

Cape of Good Hope
7.2 mb/d (~6-7%)

Source: Energy Information Administration (EIA), The Economist.
All data refer to 2021. The width of the blue lines represents the volume of crude oil and petroleum liquids transported between straits and largest sources and destinations, measured in
millions barrels per day (mb/d), and in % of total daily supply.
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ﬁ . O . . . . . Global environment

Interest rates likely to remain elevated: key central banks pause easing cycle, amid

renewed inflationary pressures in 2026, with policy easing contingent on a moderation in
geopolitically driven inflation.

CPl inflation at key markets (in %)

Prices of key commodities are soaring since beginning of the 12.00
year - for example, Brent oil prices nearly doubled by mid May,

10.00
compared to late 2025, fertilizer price rose by more than 50% Inflation
while corn prices jumped by 10%. In such circumstances, annual 8.00 uptick
inflation in across the world started rising again, after a relatively 6.00 | USA ;‘8;293”\/
long period of deceleration.

W

. . . 4.00

Major central banks paused easing cycles, amid renewed

. . . Germany

inflationary pressures. ECB and FED keep rates unchanged since 2.00

late 2025, after having continuously cutting since mid 2024 - 000

with room for rate cuts in remainder of the year being relatively T A dm NN NN MmO MY ¥ YT NN NN O 0
: L . . : NI N BN B B BN I IO O O VROV B IO O RO

slim. Mganyvhlle, interest rqtes gt financial market§ surged since 553355583858 88338885838%8858385¢5

the beginning of the year mirroring more elevated risks.

Source: LSEG

Prices of key commodities (index, dec. 2025=100) Interest rates at key markets (in %)

6.00
240.0 FED rate
220.0 5.00
200.0 Brent oil 4.00
180.0 3.00
160.0 2.00
Fertilizer Germany 10 Y bond
140.0 1.00
ECB rate
120.0 0.00
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Source: LSEG Source: LSEG
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Regional environment

Growth in the Balkans is moderating and increasingly reliant on local demand, and less on
exports. A more tangible and sustainable growth in 2026 and beyond is largely pending on

EU’ performance.

Region’s growth slowed down during 2025 but shows signs of a modest speedup in late 2025 and early 2026. Fragile growth in the
EU affects local economies, suppressing the export demand for local goods and services. However, wages are soaring across most of
the region, long term structural labor imbalances inducing workers' shortages (more detailed), and in some countries, by regulatory
minimal wage hikes. In such circumstances, households' spending remains the chief growth engine in the region. Moreover,
investments are regaining momentum in most of the economies, in most cases fueled by realization of public projects, while FDI and

private investments generally remain relatively weak.

Thus, we see growth in remainder of 2026 stabilizing at around 3% at the level of the entire region, however with risks related to
geopolitical tensions and political cycles in some of the countries, remaining the key obstacles.

GDP growth in the region (in % Y/Y)

7.0
MNE

6.0

5.0
BiH

SRB
4.0

3.0 NMK 2N NN tttereecieaan,

2.0 esteces

1.0

0.0

2022 2023 2024 2025 2026F 2027F
Source: EY (for Serbia), IMF April 2026 (for other economies)

Wage growth in the region and in Europe (nominal growth between 2020 and
2025, in %)
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Source: Eurostat, Makstat, BiH office of statistics, Monstat, EY
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ﬁ ‘ O ‘ . . . . Box 2. Key long term-trends: Population-driven labor market shift

Western Balkans' population is aging and decreasing which puts pressure on wages,
available labor force pools - urging for active policies for mustering inactive population.

MNE Western Balkans is losing population faster than most other countries in
2024 I 406 104 Europe. During the past decade, its population shrank by nearly 10%, while that in
5014 l L - the EU 27 rose by about 1.5%, as countries in the WB mostly have relatively low
fertility and relatively high emigration rates.
NMK
2021 - 1.216.5 311.9 The depopulation is the most intense in North Macedonia - with its
S - - e population dropping by about 12% in the last decade, and the least intense in
' Montenegro - whose population quasi-stagnated.
Albania
2023 - 1,864.1 454.5
2014 - 1,979.3 347.2 Population is rapidly aging and workforce is depleting
across the region. This has transformative effects on
B&H local economies - ranging from the increasing strain on
2023 - 2,074.7 689.3 public finance, to increased inflows of foreign workers
and an upward pressure on wages, to changing
2014 - 2,450.5 598.0 behavioral patters in consumption.
Croatia
2024 - 2,430.8 889.0
2014 - 2,814.1 780.6
Serbia

H Below 15 15-65 65+
Source: Eurostat. Data expressed in 000 persons
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ﬁ . . Q . . . . Economic activity

Growth speeds up in early 2026 after a mild 2025, mainly on strong consumption and
reviving public investment. Growth outlook for whole 2026 and 2027 to stay between 2%
and 3%, key risks coming from global developments and local political cycle.

Contribution to economic growth (in percentage points, Y/Y)

10.0 = HH consumption = Gvt consumption
Fixed investments mmmm Net exports
e GDP growth

Serbia’'s growth slightly picks up in early 2026 on soaring
consumption and strong public investment. Households’ 8.0
spending remains the key growth engine. Investments regained
momentum since mid 2025, pushed up increase in an already
high public CAPEX (now at ~8% of GDP), while private investment 4.0
remain muted (e.g. net FDI inflows falling to ~2% of GDP in 2026).
Meanwhile, net exports improved in late 2025 and early 2026 -
but its recovery is too uneven to represent a meaningful change in 0.0 -
underlying fundamentals, as being mainly fueled by the start of 50 ]
production in Stellantis" auto plant.

2023 2024 ! 2024 2025 ! 2026

4.0
We see growth at around 2.5-3% in 2026 and 2027 - but it could SORS' flash estlmate for 1Q
be impeded by geopolitical developments and timing of local 'S(-)?Jr;e. SORS. EY 2026
political cycle (all elections due in 2027). ' '
Households' spending will likely keep a strong profile supported GDP growth outlook in Serbia and in major global economies
by the planned rise of increase in pensions and wages. 6.0
Investment activity overall may keep speeding up, as public 5.0

CAPEX is supported by the upcoming EXPO - taking place from
May to August 2026, and construction of planned large
infrastructure projects, such as the National stadium or Belgrade's 3.0
subway system.

4.0

2.0
Exports of goods and services might be under negative pressure
of tepid EU' performance, and Serbia's eroded manufacturing 1O
competitiveness as labor and energy costs are soaring (mostly 0.0
hurting car part exporters). However, some positive impact could 2023/30?/ 2025 2026F 2027F
be found in the expected increase of EXPO-related tourist inflows, 10
and revamped car exports from Stellantis. 2.0 =———Serbia ====Germany e====italy ====USA china

Source: EY (for Serbia), IMF World economic outlook April 2026 (for other economies)
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ﬁ . . Q . . . . Economic activity

Sector-wise, growth is concentrated in construction and some of the services, against
largely negative trends in many of the industrial sectors. Agriculture and energy are
pending on weather, with chances to outperform two poor seasons of 2024 and 2025.

GVA growth slightly speeds up, but remains very uneven:
+ Construction and real estate provide key contribution to GVA growth in 4Q 2025, and likely during early 2026.

* ICT remains an important driver, even though its growth has been slowing down, while the outlook points to stagnation in the
remainder of 2026.

« Growth in retail trade, finance, as well as in tourism and hospitality, heats up during 2025 and early 2026, jumping off an already
high statistical base, which mainly reflects strong households’ demand.

* However, most of manufacturing sectors are bogged down by eroding competitiveness and poor EU’ demand. Energy and agriculture
have been hurt by severe droughts in 2024 and 2025 - and there may be room for their recovery during 2026 pending on weather
conditions (more detailed).

Contribution to gross value added growth (in pp, Y/Y) Growth of exports of ICT sector (in % Y/Y)
7.0 A mmmm Agriculture
Industry 49.9
6.0 A mmmm Construction and real estate
e (CT
5.0 Other services

e G\/A growth

4.0 A
3.0 A
2.0
1.0
0.0
T8 g 2
m o m o < & < < 100 on N N 0
-1.0 T < S~ o NI o\ B o VAR N Y o N AR o N T o A o N Y SN A o A SV A SN R o\
N N N N O O O O O O O O O o o o o
o o o o N N N N N N N N N N N N N
2.0 N ™M ~ o o o o o o o o o o o o
- N m < =4 N ™Mo < =4 N Mo < 09—
Source: SORS, EY Source: NBS, EY
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ﬁ ‘ ‘ O . . . . Box 2. Key trends in energy and agricutlure

Serbia's agriculture and energy output in 2026 might overperform the past two seasons,
which were heavily affected by disastrous drouths.

Output of electricity in EPS' plants (in 000 GWh)

2026 has seen relatively favorable weather so far, as both 30536 34.7
precipitation and heat moved around multiannual averages; while : 301-29 30.8 05 301‘39 30.6
energy and agriculture output might overperform previous years, ' Cie : 0.4
if such conditions persist in remainder of the year. This follows -----
two consecutive years of severe droughts in 2024 and 2025 -
with inadequate snow cover, much less rain, and occasional
disastrous storms, agriculture and energy have been suffering
adverse and continuous pressure on output. For instance, corn 4.3 21.5 21.4 21.5 21.3 21.8
output and production in hydro plants both fell by 35% between
2023 and 2025.

2020 2021 2022 2023 2024 2025

Source: EPS, EY Thermal ®Hydro Other

Average monthly precipitation in Serbia (in mm per m2)*

Above average 93 93
86
79

Output of key agricultural goods in Serbia (in million tonnes)

131

58 60 60

NN R R N R N I RN G G U I RS IR IR IR
cC oLt LSS5 5ot 5>0ca0tt SeceSS5ab >0 0L L S 2020 2021 2022 2023 2024 2025
T o8 210 55308 09moc o820 555080900l 2wo
S =S < s S I nNnOZAOoHw =<5 T nOZaO0-Hw =S<s
[ | [ | [ |
Source: RHSS, EY Corn Wheat Sunflower Apples Plums
* Refers to annual precipitation in around Novi Sad area. Average refers to an average from Source: SORS, EY

the period from 1981 to 2010, for each of the particular months
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ﬁ . . Q . . . . Households' consumption

Consumption remains the key growth engine in 2026, as in 2025, as households keep
increasingly spending, supported by soaring wages, pensions and consumer lending.

Retail trade has been speeding up since early 2025, with a
growth rate reaching more than 10% Y/Y by end 1Q 2026. Strong
wage, pension and cash/consumer lending by banks provide
most of the impetus. Wages and pensions have been soaring
increasingly in the past several years, with wages increasing by as
much as 20% Y/Y in real terms in 1Q 2026, while pensions and
stock of consumer lending rose by app. 10% Y/Y.

-10.0

-15.0

Growth of retail trade (real growth, in % Y/Y)
16.0

14.0

Actual Y/Y
real growth

12.0

10.0

8.0 3 month moving average e

6.0 [/ il

4.0
2.0

0.0 FE

-2.0

Jan-24
Feb-24
Mar-24
Apr-24
May-24
Jun-24
Jul-24
Aug-24
Sep-24
Octr24
Jan-25
Feb-25
Apr-25
May-25
Jun-25
Jul-25
Aug-25
Sep-25
Octr25
Nov-25
Dec-25
Jan-26
Feb-26
Mar-26

Source: SORS, EY

Sources of consumption: wages, pensions and lending (real growth, in % Y/Y)

25.0 Average pensions

20.0

15.0

10.0 Stock of consumer

- lending

0.0 AN
2 2022 20 2024 2025 1Q 2026

-5.0

Average wages

Source: NBS, Pension fund, SORS, EY
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Investments are rebounding since late 2025, after a year-long slump, mostly due to
intensifying public CAPEX, while private investments melt away.

Investment activity recovering since late 2025 - after having
grew stagnantly for nearly a year. So fixed investments rose by
nearly 10% Y/Y in 4Q 2026 and likely kept expanding into early
2026 as suggest the dynamics of construction works.

Public CAPEX activity is driving the overall investment rebound.
Serbia's already highly intense public investment spending has
seemingly soared further since late 2025: only in 1Q 2026, it
expanded by as much as 70% Y/Y in real terms. This increasing
intensity is related to realization of the government's ambitious
plan, specifically ahead of the upcoming 2027 EXPO.

Private investments, however, seem to stall. Fresh foreign equity
inflows significantly slowed during 2025 and early 2026, affected
by global uncertainties, and Serbia’'s eroding competitiveness.
Inward foreign investments topped only 4% of GDP in 2025, and
merely 2.4% in early 2026, the lowest in more than a decade.

Growth of fixed investment (in % Y/Y)

93 104 108

79 . 78 9.2 9.1 8.9

3.0

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 3Q 4Q
2023 2023 2023 2023 2024 2024 2024 2024 2025 2025 2025 2025
Source: SORS, EY

Specifically strong increase

Value of construction works (real arowth, % Y/Y) in building segment, ahead

30.0

Other objects of 2027 EXPO .
20.0 CTTR — .
00 | Lol NG

Notal

0.0 ‘...' o... oooooo .: ..
10 20 30 40 10 20 3Q°.4Q 20 30/~ 40" N
-10.0 [2023 2023 2023 2023 2024 2024 2024 2022° m. 025 203 2025 026

-20.0

.
......
.
.....
°®
g

-30.0
Source: SORS, EY

Public CAPEX vs FDIs (in % of GDP)
® Public CAPEX ®FDI 8.4%

7.3% 7.2% . 7.5% 7.0%
6.7% ¢ 39, b

2022 2023 2024 2025 1Q 2026
Source: NBS, Ministry of Finance, SORS, EY
* FDI data in this chart include only inward foreign investments, and refer to 2M 2026 period
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ﬁ . . Q . . . . Exports and imports of goods

Trade gap in goods decreased recently, as export growth outpaces imports - but the
improvement is very narrow-based.

Growth of goods exports is speeding up - by 7.1% Y/Y in 1Q 2026 (reaching EUR 8.7 b), after a strong 8.4% Y/Y in 2025 (a total of EUR
33 b). While seemingly strong, the exports growth is narrow-based: mostly stemming from recently opened Stellantis plant - whose
exports rose by 80% Y/Y in 2025, and by 140% Y/Y in 1Q 2026 - as well as from car tires and mining products from companies like
Linglong or Zijing (more detailed). However, exports are decreasing in a broad number of significant sectors, such as agriculture, food
processing or chemicals, likely drawn back by poor international demand and adverse weather conditions lately.

Growth of goods imports are slowing - stagnated in 1Q 2026 (reaching EUR 10.3 b), after a 7.2% Y/Y expansion in 2025 (a total of
EUR 41.9 b). However, most of the import growth slowdown is likely related to a halted production in the Pancevo refinery - with the
country's key oil processor halting production in late 2025, imports of raw energy, such as unrefined petrol, also dropped. Meanwhile,
imports of refined petroleum are still relatively subdued due to the significant reserves in the country’s stockpile.

Meanwhile, Serbia's trade surplus in services keeps expanding - by about 17% Y/Y in 1Q 2026 (reaching EUR 3.7 b), largely due to
rising inflows from net exports of transport and managerial services. However - net exports of key items in this category - IT and
tourism, have somewhat declined since the beginning of 2026.

Goods exports growth rate (in %, Y/Y) Goods imports growth rate (in %, Y/Y)
18.0
16.0
14.0
12.0

Effect of decreased energy
purchases: import growth rate
that would have been attained if
refinery was not closed

Total
imports

Total
exports

10.0
8.0
6.0
4.0

............... 2 Total exports w/o cars,

2.0 tires-and mining———=, A

0.0 —
Lo Jan25  Mar25  May25  Juk25  Sep25  Nov25  Jar26  Mar26  Jan25  Mar25  May25  Jul25  Sep25  Nov25  JalZE  Mar-26

Source: SORS, EY
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Box 3. Key trends in Serbia’'s merchandize export structure

2000000

Exports are rising (+10% Y/Y in 2025) but its structure is changing: more ores and
assembled cars, and less car wiring.

g Total 2025 merchandize Export: EUR 33 b (+8% Y/Y)
Exports of the agri-food sector is 5] Food (including crops, processed products, drinks and tobacco)

affected by two consecutive [E e
severe droughts in 2024, and [& EUR ODIGO:0%YAD)

2025

Germany
EUR 5.1 b (+7.4%Y/Y)

- Italy Much  of  the
Metals (predominantly copper. ore and mgots) Z — EUR 53 (+30 1%Y/Y) strong growth of

EUR 4.8 b (+9.6%Y/Y) - : e = export to EU
3 " - HU“QEFY. refers to the

Mining sector is rapidly expanding
output and exports, following
massive China’ investments

2
>

I LEUR 2.9.b.(+13.5%Y/Y)

Other
EUR 5.7 b (+2.6%Y/Y)

= Turkey
EUR1.2 b (+16. Z%Y/Y).

‘J_U&a_-
EUR 0:8 b (-15.2%Y/Y)

Rest of World

of unprocessed
ore, and relate
to increasing
output in China’
owned mines in

Bor.

notably in Zijin mines. Thus share — ; e — 2 S - -
of ores in exports rose to 7%, up -Fabricated Metal Products — N s 9 i B T — EURL.5.bG-7-3%Y/Y) Stellantis-related
from 1%, before start of massive EURSIS31bi(15. 2% Y/Y) e ~ o (c)art sgles to Ita:y.
investments in Bor. .Oil,-its—DerivatiVes’and,_E}!gctric‘i_t\!‘\ N : - - > utsi te t caETJ,
ORI A D i o
While  wiring  segment loses Wiring —— - e o Other EU affected by poor
competitiveness, . |.ts output apd EUR 2.6 b (-0.3%Y/Y) St *\ ; : EUR11.7 b (+6.1%Y/Y) demand in EU' key
exports are declining. Meanwhile, e —— = - . markets
the recent massive investments in .Tyres e, ~S
tye rplants, notably by Linglong, EUR 1.7 b (+24.0%Y/Y?) S T & LR 7
start to make a mark on exports. . - : — SN PO R .
Also, Stellantis has just started a lVehches (including cars, rail, bgats;..) {‘ "‘,
full-blown production of assembled EUR 2.8 b (+56.2%Y/Y) AT
cars. _ B 2P A oy %
= Machinery 3 : PR R \ .\**.f W. Balkans

Output and exports of other g EUR 3.6 b (+1.2%Y/Y) T T EUR 4.8 b (+8.2%Y/Y)
relatively large manufacturing [ Furnit ~ e\ % :
sectors remains under pressure of -f5° Eq Urniture 5 X N
soft demand in its key export == EH&’ (I)n99 b (+8:9%V/Y) e

i izl SRS 2 China
pmaarrtket Lnngr;ipEelrJf’o?rr]:sfor‘Flhe?ac;?r?;’t' S " EUR 106 C6.3%Y/Y) - o= = EUR 1.9'b/G32%Y/Y) Most of exports

() < = R1.9'bI(F32%

sectors, like automotive or mining. g Chemlca! Products (drugs, toiletries, fertilizers...) _— — to China consist

EUR 3.8 b (+11.5%Y/Y)

Source: SORS

Methodological note: Categories are aggregates based on the Nomenclature of External Statistics (NSST) groups: Food and Animals consist of NSST IDs 1 and 2, Metals (predominantly copper ore and ingots) of IDs 3, 67, 68, Page 19

Fabricated Metal Products 69, QOil, its Derivates and Electricity of ID 3, Wiring of IDs 772 and 773, Tyres of ID 62, Vehicles (including cars, rails, boats...) of IDs 78, 79, Machinery of IDs 71-75, Furniture of ID 82, Clothingo of
IDs 84, 85 and Chemical Products (drugs, toilteries, fertiliezrs...) of ID 5.
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ﬁ . . Q . . . . Labor market trends

Soaring labor costs erode competitiveness in labor-intensive manufacturing, as

employment levels are starting to drop - signaling recent closures of major wiring plants
and possibly layoffs in ICT sector.

Wage growth (real growth, in % Y/Y, 3 month moving average)

Labor-intensive manufacturing is affected by soaring wages, with 25 0

some major factories closing recently. Serbia’'s wage growth one of
the most intense in Europe in recent years. Between 2022 and 200
2026, average wage in Serbia rose by cca 45% (nominal), while
manufacturing rose by 55%, and minimal by 75%. Such conditions 150
bode ill for competitiveness of labor-intensive manufacturing, such 100
as production of car wiring - with major companies like Aptiv or

Minimal wages

Leoni partially or fully shutting down. >0 Manufacturing

In such conditions, c.employm.ent is starting to decrease, after 0.0 7= L o T 5 = T 5 T oo
several years of continuous rise. By end 1Q 2026, total formal ‘:‘% p « 2L ‘% ‘g‘g % P ‘% ‘5‘% E a ‘% ‘5%‘ %
employment dropped by 1.2% since late 2024, when it had peaked c == w=H =z 0wz =z vz =300z
(i.e. loss of cca 30 k jobs since then). Meanwhile, unemployment -10.0

remains near historical lows at cca 9.2%. Source: SORS, EY

Population per type of activity (for age cohort 15-64 years) Employment levels and employment growth (for age cohort 15-64)

in million 4Q 2020  4Q 20214Q 2022 4Q 2023 4Q 2024 4Q 2025 1Q 2026 3.5 r 2.40
Total population @ 687 6.80 6.64 6.61 6.57 3.0 L 238
Total wprking age 55

population @ 432 426 422 417 413 409 4.08 - 2.36
Active population ) 292 300 297 298 301 297 297 2.0 | >34
Employed @ 259 269 268 270 274 270 270 1.5 .
Unemployed ®) 032 031 029 028 027 027 027 1.0 Employment growth (in '
Out of workforce ® 141 126 125 119 112 112 1.1 05 Employment (in m, rhs) %, Y/Y, 3MMA), Ihs 230
i 0.0 - 2.28
in % 4Q2020  4Q20214Q 20224Q 2023 4Q 2024 4Q 2025 1Q 2026 NN NN NN MmMOmmon TSI T0DN0D NN O 9
Participation rate 3/2) 67.5 70.4 703 715 729 727 729 0.5 % (; ‘%2 ‘%%‘ % (; ‘%2 ‘%%‘ % (g ‘%; ‘:.)%' % (g %gm 226
Employment rate 4/2) 60.0 63.2 635 647 66.4 660 66.2 o [PE=T 7V ZHE="0zZ2H 2370252303 o
Unemployed (5/(4+5)) 111 10.3 9.6 9.5 8.9 9.2 9.2 s L 5o
Source: SORS, EY Source: SORS, EY

Page 20 EY Parthenon



ﬁ . . Q . . . . Prices and monetary policy

Inflationary pressures reappear in early 2026 - NBS keeps a cautionary stance by keeping
key rate unchanged and nominal Dinar FX rate stable.

Inflation resurges in early 2026, after the administrative-related Contribution to annual inflation in Apr-26 (in % of total 3.3% Y/Y)
reduction in late 2025. Price-rise has slightly sped up recently - to
approximately 3.3% Y/Y in Apr-26, up from 2.8% Y/Y in late 2025,

with the government-imposed caps on margins in retail stores. tprzs;]ssepnogﬁr

Prices of energy are the key factor behind the recent resurge of Maintenance
inflation. Nearly a half of the 3.3% Y/Y inflation is related to  ©°f vehicles
energy, most of which is related to fuels for vehicles - a direct Other energy
impact of the Iran conflict, as well as of the recent closure of
Pancevo refinery.

Fuels for

vehicles
Solid fuels

NBS remains cautious, as it keeps key rate unchanged at 5.75%
since 2024, while gradually decreasing liquidity withdrawals via Electrical
REPO auctions. Nominal RSD value remains stable amid massive energy
NBS' interventions (more detailed). Given the reappearance of source: NBS, £Y

inflationary pressures, it seems that room for monetary cuts are

relatively slim in coming months.

Annual inflation and targeted band (in %) Index of real estate prices in Serbia (2019=100)
7.0
Policy rate 200.0
6.0 y 190.0
50 180.0
170.0
4.0 ) ; 160.0
30 | targeted  Annualinflation 150.0 Prices of real estate nearly
band . . 140.0 doubled since 2019, and
2.0 K 130.0 by about 5% during 2025
1.0 .o...T .'.O"."-.....". '.. .-. 120.0
: »* Policy rate (real) 110.0
0.0 L 100.0
N U U U I Te R To R To R T I To I Vo Iun To RN o RN o BN o I o BN 1o BRRNe BERNe IENNe] OO0 O OO0 0O A A" AN ANNNOMOOOMOMSSTE T W0LWmWmLW
NI O O IR OV IO BN AN B AN SO BN SN SO B SR SO 2N NSNS N NN NN NN NN NN NN NN NN NN
F 2853533853258 853533853¢85%38s RRRRRARRRARRNRRARNRRARRRRARRRIRRIK/IRRR]R
DL =<=95 <TNWOZOoHw =I5 <Oz Huw = OO0 O0CO0C0CcCOo0O00C0o0O00C0O00C 00000000000 ooao
A N MO T AN O T A ANOFT A NO T A N A NS A4 NmMm <
Source: NBS, SORS, EY Source: Republic geodetic authority, EY
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ﬁ . . O ‘ ‘ ‘ ‘ Public finance

Fiscal policy is increasingly expansionary: consolidated Gvt deficit widens to 2.5% of GDP
in 2025 and 4% of GDP in Q1 2026 - expenditures are providing key support to overall
economic growth via investments and consumption.

. . o . Real growth rate of revenues and expenditures (cons. state, 3 month moving
Looking ahead, as the policy makers will likely keep relying on average, real terms, % Y/Y)

fiscal expansionism to spur growth, it is likely that FY 2026 gap

would land at ~3% of GDP (as projected by the 2026 Budget law or 1::2

by the Fiscal strategy for 2026-28), or even somewhat higher. 0o

Expenditure growth outpaces revenues growth - having soared 8.0

by nearly 20% Y/Y in 1Q 2025 (vs. 6% at end 2025, consolidated 60 Expenditures
state’ data). Public expenses are increasingly used to boost o

economic growth - CAPEX expenditures having soared by nearly ' Revenuss

70% Y/Y in 1Q 2026, purchases of goods and services rising by 20

16% and wage and pension costs by 10% each. 0.0

Jul-25

Growth of fiscal revenues is intensifying as their growth of app.
10% Y/Y in 1Q 2025 in real terms (vs. 5% at end 2025) reflecting
the fiscal impacts of strong households’ spending and high
employment rate, i.e. labor- and consumption-related tax inflows.

Jan-25
Feb-25
Mar-25
Apr-25
May-25
Jun-25
Aug-25
Sep-25
Oct-25
Nov-25
Dec-25
Jan-26
Feb-26
Mar-26

Source: Ministry of finance, EY

Consolidated state’ fiscal deficit (in % of GDP)

-4.1 4.2

Source: Ministry of finance, SORS, EY
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ﬁ . . O . . . . Public finance

Consolidated state fiscal balance

inEUR b in % of GDP Nominal growth in % Y/Y

Dec-24 Dec-25 Mar-26 Dec-24 Dec-25 Mar-26 Dec-24 Dec-25 Mar-26
| PUBLIC REVENUES 33.6 36.3 8.9 41.7% 41.6% 37.6% 13.4% 8.0% 13.1%
Current revenues 334 36.1 8.8 41.5% 41.5% 37.4% 14.1% 8.2% 12.9%
Tax revenues 29.8 32.3 8.0 37.1% 37.0% 34.0% 13.6% 8.2% 12.1%
Personal income tax 3.4 3.8 0.9 4.3% 4.3% 3.7% 15.9% 10.0% 9.4%
Corporate income tax 2.5 2.5 0.5 3.1% 2.9% 2.2% 9.2% -1.2% 32.4%
Value added tax 8.1 8.5 2.2 10.1% 9.8% 9.2% 13.0% 4.9% 8.6%
Excises 3.5 3.7 0.9 4.4% 4.3% 3.8% 13.2% 5.5% 1.1%
Social contributions 10.5 11.8 3.1 13.0% 13.6% 13.0% 15.5% 13.3% 17.1%
Non-tax revenues 3.6 3.9 0.8 4.4% 4.4% 3.4% 18.5% 8.7% 21.5%
I PUBLIC EXPENDITURES 35.2 38.4 9.9 43.7% 44.1% 41.7% 13.0% 9.1% 22.0%
Current expenditures 28.8 31.9 8.4 35.8% 36.6% 35.7% 13.0% 10.8% 17.3%
Expenditures for employees 7.7 8.8 2.3 9.5% 10.0% 9.9% 16.3% 14.0% 14.5%
Purchase of goods and services 5.8 6.4 1.5 7.2% 7.3% 6.2% 7.9% 10.5% 19.3%
Interest payment 1.5 1.6 0.4 1.9% 1.8% 1.7% 20.9% 4.7% -14.8%
Subsidies 2.0 2.2 0.5 2.5% 2.5% 2.1% 10.5% 10.2% 73.2%
Social grants and transfers 10.8 11.8 3.3 13.4% 13.6% 13.9% 14.8% 10.0% 12.9%
Capital expenditures 6.0 6.1 1.3 7.5% 7.0% 5.6% 23.8% 1.6% 69.0%
11 CONSOLIDATED BALANCE (I - 1D -1.6 -2.1 -1.0 -2.0% -2.5% -4.2% 6.3% 30.8% 314.3%
VI FINANCING INFLOWS 5.7 5.3 1.7 7.1% 6.1% 7.4% -22.2% -6.4% 7.3%
Domestic borrowing 2.0 3.0 1.1 2.4% 3.5% 4.5% -10.3% 54.4% -18.6%
Foreign borrowing 3.3 2.1 0.7 4.1% 2.4% 2.8% -30.9% -37.4%  143.0%
V FINANCING OUTFLOWS 3.3 3.7 1.8 4.1% 4.3% 7.6% -29.4% 13.0% 58.6%
Debt repayment to domestic creditors 1.7 2.3 1.5 2.1% 2.6% 6.4% -49.9% 36.9% 56.2%
Debt repayment to foreign creditors 1.4 1.4 0.3 1.7% 1.6% 1.3% 31.2% 4.2% 73.6%

Source: Ministry of finance, SORS, EY
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ﬁ . . O . . . . Public finance

Public debt is relatively low, while yields on the debt slightly increased in recent months
mainly in line with broader global financial market dynamics - driven by geopolitics.

Public debt is at sustainable levels - and even decreasing relative
to size of economy, as it had reached 41.7% of GDP by 1Q 2026,
down from 44.4% in 2025 and 46.7% in 2024.

The Government tapped international bond markets by issuing a
three-tranche multi-currency Eurobond in total amount of EUR
3.2 b in Apr-26 (o/w EUR 1 b with 5Y maturity; USD 1.25 b with
10Y maturity; and EUR 0.9 b with 12Y maturity). With this, total
needs for financing fiscal deficit and debt maturities in remainder
of the year might reach cca EUR 7 b, of which ~EUR 1.5-2 b in
remaining deficit, and EUR ~ 5-6 b in remaining maturing debt.

Yields on Serbian debt slightly rose since start of the year - with
average yields modestly rising across all currencies and debt
instruments, likely resulting from factors at the international
financial markets.

Public debt and instrument/holding structure (in EUR b and [[gi/ieiileln)z)

39.4

2021 2022 2023 2024 2025 1Q 2026

mEurobonds ®mT-bills mIFls Commercial banks, fgn banks, and other

Yields at secondary debt market

6.50 120
----------- 10Y USD CDS (rhs)
600 | N7 N T e o, 1008
2034 USD™NNL teeeeees g0 -
1l
550 Eurobond N
o o
< 60 9
5.00 3
2035 RSD bond S
40 s
450 | 2036 EUR Eurobond =
20
4.00 0
n LN n LN N n LN N n N n N O O O O O
NI BN B BB SR B B
c o] = = > c = o Q. - > o c o) = = >
5222332882835 ¢e:2 228

Source: NBS, LSEG, EY
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200 00000 A

Dinar nominal stability maintained despite deteriorating fundamentals, being defended by

monetary policy' reliance on massive FX sales - EUR/RSD slightly slips to 117.5 (from
~117.2-levels in most of 2025).

NBS kept dinar stability in part owing to restrictiveness of its

) R . . EUR/RSD rate and NBS' interventions at the interbank market
policy and massive interbank interventions recently. Apart from

keeping policy unchanged, the Central bank has been intervening 1S NBS interventions in EUR m (rhs) 800
at interbank market aiming to “defend” nominal dinar stability - 117.4 600 g
having sold more than EUR 2 b between Nov-25 until end Apr-26. 400 L3
In such conditions, EUR/RSD remains in a range between 117.0 13 Ioig 'I III n 200 S
and 117.5. 117.2 g ii— x S0 &
[CRNY)
Nevertheless, weakening pressures on RSD have been increasing 117.1 | = 200 Eg
since early 2025 - as its underlying fundamentals deteriorated, -400 = 3
given the weaker capital inflows, including significantly weaker FDI 17 | EUR/RSD FX rate 600 Z
inflows. With NBS' stance at interbank market, it nominally 1169 LUNS) -800
weakened by approx. 0.1-0.2% Y/Y by end Apr-26, for a 2% Y/Y N R N D R N D N o AN N D N N R RN RN RN R
real appreciation. 288555355882585258525533388588¢8¢8%
Source: NBS, EY
Interest rates at financial markets (in %) EUR/RSD rate and inflation-adjusted appreciation (in % Y/Y)
12.00 . ¢ 117.5 7.0
oans to c
1;22 households e Real EUR/RSD e
117.3 appreciation Y/Y (Ihs) 50 ¢
2.00 Loans to 4.0 8
8.00 companies 1.2 3.0 5
[ DO NBS rate 117.1 . ‘g_?
6.00 | T e eeeeee T agssseces tiececesssscsssssssessssnnns T 5
500 | 3M Belibor ~—~—— e Lo ®
(Ihs) *
4.00 116.9 0.0
N R D R RN RN R R RN R SRR YR N D R R N D R NN o RN RN R R R
5223853338282 5838533383858823¢ 522855333 825852552585333883858¢8¢
Source: LSEG, NBS, EY Source: NBS, EY
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ﬁ . . Q . . ‘ ‘ Balance of payments

Weakening capital inflows resulted in slightly depleted FX reserves in 2025 and early 2026.

Current account deficit improved in early 2026. It attained nearly 1% of GDP in 1Q 2026, shaped by a plethora of factors: goods trade
gap narrowed, service trade surplus increased, while FDI' revenue outflows softened.

However, capital/financial inflows deteriorated in the meantime. Unlike in previous years, capital and financial inflows (outside of FX
reserves) were inadequate to cover up the current account related outflows, resulting in a net decrease of FX reserves in the 1Q 2026.
Trade credit-related outflows soared to more than EUR 1 b in early 2026, while net FDI inflows have been plummeting (more detailed)
since late 2024, with net inflows of FDI dropping to 2.6% of GDP in 2025, and 1.5% in early 2026, or only a third of what it had been
regularly attracting prior to 2025.

Balance of Payments: Current account dynamics (in % of GDP) Balance of Payments: Capital and financial account dynamics vs FX reserves (in
15.0% % of GDP) . ‘
o Net FDI inflows melted in
2025 and early 2026
10.0%
5.0%
0.0%
Dec-23 Dec-24
-5.0% - —
Mostly referring to trade credits (i.e.
10.0% exported goods which have not been paid
for yet)
-15.0%
Cash and deposits Portfolio investment, net mmmmm FDI, net
- 0,
20.0% mmmm Merchandise trade, net mmmm Services, net I | 0ans mmmm Trade credits e Change in FX reserves
 Primary income, net Secondary income, net

-25.0%

e Cyurrent account, net

Source: NBS, SORS, EY
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ﬁ . . O ‘ ‘ ‘ ‘ Balance of payments

FDI inflows plummeting since late 2024, as Serbia's competitiveness erode and global

growth softens.

Net FDI inflows fall to the lowest level in more than a
decade - or 2.6% of GDP in 2025 and 1.6% in 2M 2026.
While decreased, its structure also deteriorate: now only
about 20% of net FDIs relate to “fresh” equity inflows,
compared to about 50%, prior to 2025. The remainder
mostly relate to reinvestments and indebting of the already
implanted FDIs.

Sector-wise, mining and some services now make up the
lion's share of FDIs, while origin-wise, the trend of increase
of Chinese-based investments abruptly ceased in 2025.

Dissection of FDI inflows (in of GDP)

8.0%

6.0%

4.0%

2.0%

0.0%

-2.0%

-4.0%

-6.0%

Only 20% of net FDIs
is actual new capital

m Ouflows of FDI-related income B Equity other than reinvestment of earnings

m Reinvestment of earnings Debt instruments

FDI inflows per sector of activity (in % of total)

0
12% 19% 19% 0%

8%
9%

27%

2020 2021 2022 2023 2024 2025
Other Management and administrative services
Retail trade m Construction and real estate

m Manufacturing
Source: NBS, SORS, EY

m Mining
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ﬁ . . Q . . . . Balance of payments

Serbia’s balance of payments: current account, capital/financial account and changes in FX reserves

Dec-23 Dec-24 Dec-25 Mar-26 Dec-23 Dec-24 Dec-25 Mar-26

in EUR b in % of GDP

Current account,net 18 38 43 ] 02 25h ATh 49% -1.0%
Merchandise trade, net -6.6 -6.8 -6.5 -1.3 -9.1% -8.4% -7.4% -5.5%
Export 27.9 29.9 32.5 8.5 38.7% 37.1% 37.2% 36.1%
Import . 345 @ 366 38.9 9.8 47.8%  45.5%  44.7%  A1.7%
Services, net 3.0 2.8 2.3 0.8 4.2% 3.5% 2.7% 3.2%
Export 13.1 14.5 15.2 3.7 18.1% 18.0% 17.5% 15.6%
Import 10.1 11.6 12.9 2.9 13.9% 14.5% 14.8% 12.4%
Primary income, net -3.9 -5.2 -5.6 -1.0 -5.3% -6.5% -6.4% -4.1%
Income from FDI, net -3.1 -4.3 -4.6 -0.8 -4.3% -5.3% -5.3% -3.5%
Secondary income, net 5.6 5.4 5.4 1.3 7.8% 6.7% 6.2% 5.5%
Remittances, net 3.7 3.6 3.8 0.9 5.1% 4.4% 4.3% 3.9%
Capital and financial account, net r 6.4' 6.0' 3.1 4 -0.9 8.8% 7.4% 3.5% -3.8%
FDI, net 4.2 4.6 2.3 0.2 5.8% 5.7% 2.6% 0.7%
Serbian investments abroad 0.3 0.6 1.2 0.2 0.4% 0.8% 1.4% 0.7%
Fgn investments to Serbia 4.5 5.2 3.5 0.4 6.3% 6.5% 4.0% 1.5%
Portfolio investment, net 0.9 0.4 -0.9 -0.1 1.3% 0.5% -1.0% -0.4%
Other investment, net 1.2 1.0 1.7 -1.0 1.7% 1.2% 1.9% -4.2%
Change in FX reserves 5.1 2.8 -1.5 -1.2 7.1% 3.5% -1.8% -5.0%
Errors and omissions 0.5 0.4 -0.5 -0.1 0.7% 0.6% -0.6% -0.3%

Source: NBS, SORS, EY
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Serbia snapshots

2021 2022 2023 2024 20251Q2026 2026F 2027F 0urce of
forecast

Economic activity
Real GDP growth rate, in % YoY 7.9 2.6 3.8% 3.9% 2.0% 3.0% 2.5% 3.0% EY
GDP, EUR b 53.7 61.7 72.2 80.5 87.2 23.1 94.1 101.2 EY
Physical volume of industrial output, cumulative growth in
% YoY 6.7 1.9 2.7 3.2 0.9 -0.8
Retail trade, real cumulative growth in % YoY 10.8 6.1 -1.7 5.1 4.2 8.2
Construction permits, value, cumulative growthin % YoY 36.7 6.0 16.1 -5.6 35.8 40.2
Labor market
Employment rate, in % of population aged 15-64 63.2% 63.5% 64.7% 66.4% 66.0%
Unemployment rate, in % of population aged 15-64 10.3% 9.6% 9.5% 8.9% 9.2%
Average net wage, RSD 638 720 813 926 1,061 993
Average wage, real growth in % YoY 4.6% -1.9% 4.9% 9.2% 11.6% 9.4%
Foreign trade and investments
Export of goods and services, EUR b 27.5 36.3 41.3 43.6 47.3 12.2
Export of goods and services, growth in % YoY 20.4% 17.0% 2.7% 5.2% 5.8% 5.7%
Import of goods and services, EUR b 31.3 43.3 44.6 47.5 51.2 12.8
Import of goods and services, growth in % YoY 17.6% 16.1% -1.3% 8.0% 8.0% 2.3%
Current account gap, EUR b -2.3 -4.2 -1.8 -3.8 -4.3 -0.2
Current account gap, in % of GDP -42% -6.7% -25% -4.7% -49% -1.0%
Net FDI, EUR b -3.7 -4.3 -4.2 -4.6 2o -0.2
Net FDI, in % of GDP -6.8% -7.0% -5.8% -5.7% 5.1% -1.0%
Prices and FX rate
Inflation rate, EOP, in % YoY 7.9 15.1 7.6% 4.3% 2.7% 2.8% 5.3% 4.4%
EURRSD rate, end of period 117.6 1173 117.2 117.0 1173 117.4
Fiscal policy
Fiscal revenues, in EUR b 23.1 26.5 29.6 33.6 36.2 8.9
Fiscal revenues, growth in % YoY 20.3% 14.4% 11.9% 13.3% 8.0% 13.5%
Fiscal expenditures, in EUR b PASC] 28.4 31.2 35.3 38.4 9.9
Fiscal expenditures, growth in % YoY 10.1% 12.0% 9.8% 13.0% 9.1% 21.9%
Fiscal balance, in EUR b 4.1 -3.2 2.2 0.0 2.1 -1.0
Fiscal balance, in % of GDP -4.6% 2.2% -2.1% -2.5% -4.2%
Public debt, in % of GDP 46.7% 44.4% 41.7%
Monetary policy and financial market
NBS rate, EOP, in % 5.75% 5.75% 5.75%
3M BELIBOR, in % 4.69% 4.69% 4.70%
Commercial banks' balance sheet, in EUR b 52.8 57.6 57.4

o/w loans, in EUR b 30.0 34.8 35.6

o/w deposits, in EUR b 40.2 42.8 43.3
Lending growth rate, in % YoY 89% 16.0% 17.6%
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ﬁ . . . Q . . . Economic activity

Soaring consumption and increasingly intense public investment activity keep overall
economic growth of Bosnia and Herzegovina in positive territory.

Contribution to economic growth (in percentage points, Y/Y)

12.0 GVt consumption mmm HH-consumption Investments

Bosnia and Herzegovina's growth remains in positive

territory despite a slowdown during 2025 - as its economy et exports

e DP growth

10.0

expanded by 2% in 2025, and most likely by around 2-2.5% 8.0
in 1Q 2026. 6.0
Households' spending is the key growth generator, as 4.0
suggest the intensifying retail trade growth rate (+14% Y/Y 2.0
in real terms in 1Q 2026, 9% Y/Y in 2025, 6% in 2024). The 0.0
spending growth is seemingly fueled by the rapidly 50

. . . 2023 2023 2023 2023
increasing wages - which have soared by more than 5% Y/Y

in real terms during 2025 and kept growing by a strong rate
in 2026, aided by the recent increase in minimum wage.

-4.0
-6.0

-8.0
Investment activity is regaining momentum, driven by

intensifying  works on Bosnia and Herzegovina's

Source: Eurostat, EY

infrastructure networks. Works on the Corridor Vc - a part GDP growth outlook in Bosnia and Herzegovina and in major global economies
of a broader Trans-European network - intensified during 6.0
2025 - such as the construction of Doboj bypass, Prenj
tunnel or Banjaluka-Prijedor motorway. 20
Meanwhile, net exports are making an increasingly 0
negative impact on growth. Exports underperform - 3.0
especially in some of its strategic items, like electricity or 0 g:::=====-l:::::::..;
base metals (more detailed). ' : :
Looking ahead, growth is expected to mildly increase to in e :;:,,....;-.:::ZZZI::::: .....
remainder of 2026 and beyond - as growth in Bosnia and 0.0 /

. , . - 2023 2025 2026F 2027F
Herzegovina's key partners in the EU stabilize. 1.0

e B  em—Germany — e—tgly —e—)SA China

2.0

Source: IMF World economic outlook April 2026
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Box 4. Trends in industrial output in Bosnia and Herzegovina

Bosnia and Herzegovina's industrial output is in deep contraction, affected by unfavorable
external demand, eroding competitiveness, geopolitical circumstances, weather

conditions.

Bosnia and Herzegovina's mining and energy sectors keep
plummeting. Coal output is decreasing - amid significant
challenges in coal mining including workers' strikes,
outdated machinery and high indebtedness of key mining
sites, which is deeply affecting coal-powered energy output.
Adding to this is decreasing output in BiH" hydro-power
plants suffering from droughts in 2024 and 2025.

Meanwhile, manufacturing is contracting in some of the
key sectors, affected by poor external demand, increasing
labor and energy costs. Most notably, Zenica steel mill -
the country’s largest manufacturing company, has recently
seen its previous owner Arcelor Mital leaving operations,
while the new owner shutdown the plant in 2026. Oil
refining industry also underperforms, as key assets owned
by Zarubezhneft - notably Brod and Modri¢a -operated
intermittently and often below capacity in recent years,
reflecting structural inefficiencies, limited competitiveness,
and persistent financial losses and indebtedness. External
factors, including geopolitical constraints related to Russian
ownership, further complicate the context.

Growth of industrial output (in % Y/Y)

0.7
2024 -0.9 - 2025 -0.9 Q 2026
33 =189
4 . -3.4
=70
B Mining and quarrying
Manufacturing -21.0
Electricity
Source: Bosnia and Herzegovina office of statistics, EY
Output of electricity in Bosnia and Herzegovina (in 000 GwH)
17 8
16 4 15 8 16 4 150
2 14.5
0.7
- -1'1
11.5 1
0.9 10.7 9.4 95 5e
2020 2021 2022 2023 2024 2025

Thermal ®Hydro ®Other

Source: Bosnia and Herzegovina office of statistics
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Bosnia and Herzegovina snapshots

2023 2024 2025 1Q2026 2026F 2027F S?;‘rr::a‘s’,:
Economic activity
Real GDP growth rate, in % YoY 2,0% 3,2% 2,0% 2,0% 2,2% IMF
GDP, EUR b 25,5 27,5 29,2 IMF
Labor market
Unemployment rate, in % of population aged 15-64 13,2% 12,6% 12,6% IMF
Average net wage, EUR 644 704 801 838
Foreign trade and investments
Export of goods and services, EUR b 8,5 8.4 8,7 2.1 BiH CB
Export of goods and services, growth in % YoY -1,1% -2% 4,3% IMF
Import of goods and services, EUR b 14,2 14,6 15,3 3.7 BiH CB
Import of goods and services, growth in % YoY -1,3% 4, 7% 4,0% IMF
Current account gap, EUR b -0,5 -1,0 -0,9 IMF
Current account gap, in % of GDP -2,1% -3,5% -3,2% IMF
Net FDI, EUR b 10,1 10,8 BiH CB
Net FDI, in % of GDP 39,5%  39.4% BiH CB
Prices and FX rate
Inflation rate, EOP, in % YoY 4,6% 2,6% 2, 7% 3,6% 2,9% IMF
Fiscal policy
Fiscal balance, in EUR b -0,4 -0,5 -0,7 IMF
Fiscal balance, in % of GDP - -2,4% IMF
Public debt, in % of GDP 9% IMF
Monetary policy and financial market
Commercial banks' balance sheet, in EUR b BiH CB

-
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Montenegro hlthlq

Tourism boom might be fading, but public
investments and households ]
now adding more fuel to gro



ﬁ . . . . O . . Economic activity

GDP growth is slowing down as net exports weaken (of which much related to slowing
growth in tourism) but somewhat offset by speedup in consumption and investments.
Upcoming EU entry might provide new impetus for growth in 2026 and beyond.

Contribution to economic growth (in percentage points, Y/Y)

Economy slightly slows in 2025 and possibly in early 200

2026, with GDP expanding by 2.6% in 2025, following a 15.0
strong 3.2% in 2024 and 6.1% in 2023.

. . . . 10.0
Exports of goods and services are declining. Tourism-
related inflows are stagnating after a fierce tourist boom 5.0
(more detailed), while exports of electricity plumets, as

drought affecting output in the country’s hydro plants. 0.0

However, consumption speeds up its pace - rising by nearly 5.0 2023 2023 20252025
5% Y/Y in 1Q 2026 (+4% in 2025). Most significant factor

are the soaring wages, in much part supported by pO”CY' 100 s Gyt consumption s HH consumption Investments
induced increases in minimum wage. 50 mmm Net exports e GDP growth
Moreover, investments are intensifying, mostly related to Source: Eurostat, EY
CAPEX in major infrastructure projects (e.g. Bar-Boljare
highway), while private investments - dominated by real GDP growth outlook in Montenegro and in major global economies
estate investments - slightly decline but remain comparably 0
high. 6.0
A slight speedup ahead is likely towards 3-3.5% in 2026- 50
27, mainly driven by investments and households’ spending. 4.0
Montenegro’s accession to the EU - widely expected in 2028 30
- is a major catalyst in this respect and will likely play a
positive impact, especially on investment and somewhat on 0
net exports. 1.0 L
0.0
zoa/zeﬂ/ 2025 2026F 2027F
-1.0
20 e \[NE e Germany e |tgly —essJSA China

Source: IMF World economic outlook April 2026
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ﬁ . . . . O . . Box 5. Trends in Montenegrin tourism

Montenegrin’s tourism grows by a slower pace after the post-pandemic boom but has
considerably improved in both capacity and quality.

Inward FDI per type (in % of GDP)

Massive inflows of FDIs culminated in ear|y 2020s. During H Real estate Companies and banks Intercompany loans and other FDI
this period, Montenegro's tourist capacities both expanded 21.0%

and improved in quality. This trend has been slowing in 18.7% 18.9% 19-4%

recent period, with the FDIs, as well as number of tourist - 17.5% 15 o
arrivals, overnight stays, and tourism-related financial 14.4% =7
inflows in 2025 and early 2026 staying even slightly below o 6

the historical high in 2022-23. e 1.3%

6.9% 10.3% 9.7%
" 0.-3% 43% 400 48%

15.9% 16.1%

7.4% g  8:1%
8.8% 12.2% 11.7% 12.5%

Nevertheless, significant potential remains untapped - as
Montenegrin’ tourist capacities remain dominated by
individual accommodation.

3.2%

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2M

Source: Monstat, EY 2026
Growth of nights spent in collective accommodation (in % Y/Y, 3MMA) Tourist overnight stays (in million) and tourism inflows (in EUR b)
60.0 250 - mmmmndividual 18

accomodation

Collective
1.46 1.48 1.6
50.0 accomodation -
20.0 4 e Tourism inflows (EUR 1.4
40.0 Tourist arrivals and nights b, rhs)
spent practically stagnate
30.0 p P Y 9 15.0
since 2024
20.0
10.0
10.0
0.0 50
(a0 m (32] o ™M (30) < < < < < LN n n O °
N A QoA N O, B O o
10015 5 3 3 3 5 T 2 & 3 & ® ® 2 © 3 & &
5> = = 2?2 n z O = s 2?2 wn z HH = s 2 wn z H =
-20.0 ey

2021 2022 2023 2024 2025

Source: Eurostat, EY Source: Montenegro central bank, Monstat, EY
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Montenegro snapshots

2023 2024 2025 1Q2026 2026F 2027F s;’:rfcea‘s’z
Economic activity
Real GDP growth rate, in % YoY 2.0% 3.2% 2.0% 2.8% 2.7% IMF
GDP, EUR b 7.1 7.6 8.2 8.7 9.2 |MF/EY
Labor market
Unemployment rate, in % of population aged 15-64 13.1% 11.4% 10.7%
Average net wage, EUR 792 876 1,012
Foreign trade and investments
Export of goods and services, EUR b 3.5 3.3 3.3
Export of goods and services, growth in % YoY 8.3% -6.3% -4.3%
Import of goods and services, EUR b 4.8 Sl 5.4
Import of goods and services, growth in % YoY 6.7% 4.5% 7.7%
Current account gap, EUR b -0.8 -1.3 1.7
Current account gap, in % of GDP -11.5% -17.6% -21.1%
Net FDI, EUR b 0.4 0.5 0.5
Net FDI, in % of GDP 6.1% 6.4% 6.5%
Prices and FX rate
Inflation rate, EOP, in % YoY 4.3%
Fiscal policy

Fiscal balance, in EUR b
Fiscal balance, in % of GDP
Public debt, in % of GDP

-
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ﬁ . . . . . Q . Economic activity

North Macedonia’'s growth is losing momentum, as investment slows and weakening
competitiveness dampens export activity.

North Macedonia's growth sped up in 2025 to a relatively strong
pace of 3.5% Y/Y, up from 2.9% in 2024, and 2.5% in 2023.
However, growth is seemingly decelerating since early 2026 as
some of the key economic engines are cooling off.

Investments drove much of broader growth in 2025 but are
losing pace recently - within this, public investments keep soaring
and driving the overall trend. However, private CAPEX are starting
to plummet, offsetting much of the public CAPEX-induced impetus
(more detailed) and even leading to a slight overall decline of
investment activity in 4Q 2025.

Consumption is taking the key role in growth generation - in
much part fueled by the public sector-driven increase in wages.

Net exports are providing an increasingly negative contribution to
growth - much related to an eroding competitiveness in the
automotive and car part output, the country’'s key export item.
The effect is somewhat mitigated by a positive net exports of
services, the latter posting a particularly strong growth rate in 4Q
2025.

Growth is expected to slowdown to around 3% in 2026 and
beyond, as competitiveness continues to erode, external demand
stays weak, while private investment activity underperforms.

Contribution to economic growth (in percentage points, Y/Y)
12.0
10.0
8.0
6.0

4.0
2.0

0.0

1Q 2Q 3Q
2023 2023 2023 2023

3Q

-2.0 2024 2024

-4.0
-6.0 = Gyt consumption = HH consumption

mmmm Net exports e GDP growth

-8.0
Source: Eurostat, EY

GDP growth outlook in North Macedonia and in major global economies
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Source: IMF World economic outlook April 2026
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Box 6. Trends in investments in North Macedonia

Investment activity in North Macedonia is increasingly driven by public sector projects,
while private investment remains under growing pressure.

Public investment activity has ramped up strongly in
2024-2025, driven by implementation of large-scale
infrastructure projects (notably Corridor VIII/X and related
transport and energy investments). This is clearly reflected
in the surge of civil engineering works. This trend remains
the key support to overall investment and construction
activity, partially offsetting weaker external demand and
slowing export-oriented sectors.

However, private investment activity remains volatile and
weaker in comparison. Building construction shows limited
and recently negative growth, pointing to subdued activity
in residential and commercial segments and softer private
CAPEX dynamics. FDI inflows remain elevated in aggregate
terms, but with a changing sectoral composition.

While FDI inflows remain relatively strong, automotive FDI
- historically, the key investment magnet - weakened
materially. This reflects recent exits and downsizing of key
suppliers (e.g. Aptiv closure and Dura Automotive
withdrawals), likely on soaring-wage induced erosion of
competitiveness.

Growth of completed works per type of object (in % Y/Y, in real terms)

34.0

. .. . . m Buildings m Civil engineering
Soaring civil engineering

largely relate to
infrastructure construction

T

22.7 21.8

2024 2025

Declining buildings relate to
residential, commercial and
industrial objects

Source: Makstat, EY

Net FDIs to North Macedonia per sector (in EUR m)

1,197
m Automotive = Other industry Other sectors
745 634
614 578 —
471
sag 165 399 428
132 321 441 316 585
98 182 228 201
155 137 117 252

72

2016 2017 2018 2019 2020 2021 2022 2023 2024
-42 .

Source: Central bank of North Macedonia, EY
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North Macedonia snapshots

2023 2024 2025 1Q2026 2026F 2027F s]f’:rfcea‘s’z
Economic activity
Real GDP growth rate, in % YoY 2.6% 3.0% 3.5% 3.1% 3.0% IMF
GDP, EUR b 14.8 15.8 17.1 18.5 19.8 IMF
Labor market
Unemployment rate, in % of population aged 15-64 13.1% 12.4% 11.5%
Average net wage, EUR 656 715 769 757
Foreign trade and investments
Export of goods and services, EUR b 10.0 9.7 10.2
Export of goods and services, growth in % YoY -3.0% -4.0% 6.1%
Import of goods and services, EUR b 11.9 11.8 12.6
Import of goods and services, growth in % YoY -10.2% -1.4% 6.7%
Current account gap, EUR b 0.1 -0.3 -0.7
Current account gap, in % of GDP 0.3% -2.2% -4.4%
Net FDI, EUR b 0.6 1.2 0.5
Net FDI, in % of GDP 3.9% 7.6% 2.7%
Prices and FX rate
Inflation rate, EOP, in % YoY 3.6% 4.4% 4.1% 5.4% 4.0% IMF

Fiscal policy

Fiscal balance, in EUR b
Fiscal balance, in % of GDP
Public debt, in % of GDP

Monetary policy and financial market
NBRM rate, EOP, in %
3M SKIBOR, in %
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EY-Parthenon: who we are, what we do and why

WHAT WE HAVE
Infrastructure

= A unigue global strategy and
transaction consultancy with a
25,000+ professionals.

= Benefiting from EY'’s full
spectrum of services delivered by
400,000 people globally.

WHO ARE WE

People & values

= Highly collaborative advisors
invested in your success. We
partner with CEOs, boards,
private equity and governments
every step of the way.

WHAT WE DO

Products & services

=  Transformative strategy and

transactions.

transactions and corporate
finance to work in a world of
increasing complexity.

WHY WE DO IT

Qutcomes

= To create new types of real-

world value for our clients and
broader stakeholders - helping
them to shape the future with
confidence.

A unigue combination of strateqgy,

HOW WE DO IT
Skills & approach

Solutions that work in practice not
just on paper.

Taking an investor mindset, we
combine deep functional and sector
expertise, with innovative Al-
powered technology. We design only
what we can deliver.
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EY-Parthenon: who we are, what we do and why

Transaction diligence Capital & Debt Advisory Mergers and Acquisitions
(M&A)

Detailed advising for mergers and acquisitions for
clients who want to sell parts of their business, find
a strategic partner or raise funds

= Restructuring of companies who are faced financial
difficulties

=  Structuring the business enterprise, planning
acquisitions or purchase

=  Due diligence on the buyer’s part

=  Due diligence on the seller’s part

= Improving the client’s bargaining
position and reducing possibility of
interference

=  Speeding up the completion of the
transaction and helping that process

=  Strategic consulting in the field of real
estate

= Help with financing projects in the real
estate sector

=  Mergers and acquisitions in the field of real
estate

=  Development of real estate portfolio ) .
goes smoothly strategy, optimization and restructuring =  Expertise: you can rely on experienced and
= Collaboration with client management = Advising in relation to non-performing loans responsible teams throughout the whole transaction

to ensure the \{alue of tran;achons in where the asset guarantee is real estate process, from the idea to the realization and
the crucial period after business conclusion
venture

Valuation, Modelling and Economics Strategy & Execution

= Valuation (intangible assets, related parties, securities) =  Development of comprehensive growth strategy, incl. corporate, business unit,

= Business modelling portfolio and go-to-market strategy

= Planning and implementation of acquisitions and the purchase of legal = Execution support with focus on value creation (e.q., profitability, net working
entities capital, capital project excellence)

= Assessment of sales or purchase price for new investors or those who = Design of target operating models, covering organizational structure, core
come out from investments processes, and talent

= Restructuring support team helps clients find financial, strategic and =  Pre- and post-transaction advisory including target screening, commercial &
operational solutions for increasing liquidity, credit worthiness and operational DD, post-merger integration

return on investment of shareholders
=  Economic advisory team provides tailor-made analyses and insights
using advanced research and data science tools.

s
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EY-Parthenon: who we are, what we do and why

Economic Analysis and Forecasting Public Policy and Regulation

Private and public entities needing a clearer understanding of relevant
economic trends and market development to get reliable inputs to medium
to long-term strategic planning or annual business planning.

Public sector reforms, local economic development initiatives, or private sector
associations seeking public intervention, including regulatory changes and can
provide services to Government entities at all levels, international donors and IFls,
large corporations, private sector associations

Market Structure and Competition Economic Valorization of Big Data in
Analysis Decision Making

Companies engaged in mergers and acquisitions (M&A) needing to
complement their legal strategies with economic studies and econometric
models assessing effects on market structure and competition.

Private sector companies and public agencies looking to leverage their substantive
internally generated/administrative data sets for performance improvement, internal
tool development, or to create new or enhanced public services

-
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EY | Building a better working world

EY is building a better working world by creating
new value for clients, people, society and the
planet, while building trust in capital markets.

Enabled by data, Al and advanced technology,
EY teams help clients shape the future with
confidence and develop answers for the most
pressing issues of today and tomorrow.

EY teams work across a full spectrum of
services in assurance, consulting, tax, strategy
and transactions. Fueled by sector insights,

a globally connected, multidisciplinary network
and diverse ecosystem partners, EY teams can
provide services in more than 150 countries
and territories.

All in to shape the future with confidence.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients.
Information about how EY collects and uses personal data and a
description of the rights individuals have under data protection
legislation are available via ey.com/privacy. EY member firms do not
practice law where prohibited by local laws. For more information
about our organization, please visit ey.com.

About EY-Parthenon

Our unique combination of transformative strategy, transactions and
corporate finance delivers real-world value - solutions that work in
practice, not just on paper.

Benefiting from EY's full spectrum of services, we've reimagined
strategic consulting to work in a world of increasing complexity. With
deep functional and sector expertise, paired with innovative Al-
powered technology and an investor mindset, we partner with CEOs,
boards, private equity and governments every step of the way -
enabling you to shape your future with confidence.

EY-Parthenon is a brand under which a number of EY member firms
across the globe provide strategy consulting services. For more
information, please visit www.ey.com/parthenon.

© 2025 Ernst & Young Consulting LLC
All Rights Reserved.
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