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Euro introduction required major improvement of macroeconomic

fundamentals, including fiscal position...

Overall and primary budget balance
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Note: The dotted line represents the Maastricht criterion of public debt. The red rectangle represents the
projection period.
Sources: CBS and Ministry of finance



... as well as impressive improvement of external position

Current and capital account balance Net international investment position
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Better macroeconomic fundamentals may support growth rates well in
excess of the euro-area averages

Real GDP growth - Croatia

Real GDP growth — Euro area
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Croatia experienced unique set of challenges as euro was introduced in
high-inflation environment

Headline inflation and main components in Croatia Headline inflation and main components in euro area
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However, euro changeover itself had relatively mild impact on
inflation, in line with our ex ante expectations and the experience

of other countries joining the EA

The estimated impact of euro changeover
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Monthly inflation in Croatia in January and February,
total HICP and the main components, %
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Recent inflation readings surprised on the downside, leading to
downward revisions of inflation projections in 2023 and 2024 in Croatia

and EA

Headline inflation in Croatia

Headline inflation in euro area
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Inflation differential relative to euro area is increasingly due to energy -
prices, while the cumulative inflation is amongst the lowest in CEE
countries

Difference between overall inflation and the contributions of Cumulative increase in consumer prices from June
main components to inflation in Croatia and euro area 2021 to November 2023
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The key ECB interest rates may be sufficiently high, while balance sheet

normalization continues to run in the background

Excess liquidity and ECB key interest rates
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Adjustment of monetary policy instruments in the run-up to the euro
increased excess liquidity to one of the highest levels in the EA

Excess liquidity in HR and EA

Excess liquidity in the banking system, October 2023
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The Euro adoption significantly improved credit rating of
Croatia...
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... and it lowered government borrowing costs relative to comparable
countries

The difference in yields between the ten-year euro
denominated Croatian government bond compared to

the synthetic control group of countries
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All these has somewhat weakened and delayed the transmission of
monetary policy in Croatia

Interest rates on housing loans Interest rates on loans to NFC
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HNB

Thank you very much for your attention!
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