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General government deficit in 2024 was 2.4% of the GDP

®  Per the data of the Croatian Bureau of Statistics, last year the deficit on the general

government level was 2.4% of the GDP (slightly over EUR 2 billion), which is a noticeable Expansion of the

general government

expansion after the 0.8% deficit recorded in 2023. The data indicate that, apart from the deficit

pandemic years of 2020 and 2021, the recorded general government deficit is the largest
since 2015, when it was 3.5%, but it is still within the Maastricht criteria. The major impact
on the level of general government deficit last year had the central government balance,
i.e., deficit in amount of EUR -2.4 billion or 2.8% of the GDP, while it was just over EUR
1 billion the year before (1.4% of the GDP). Simultaneously, a positive balance of local
units was reduced to EUR 255 from 469 million, i.e., to 0.3% from 0.6% of the GDP. A
primary deficit of EUR -707 million, i.e., 0.8% of the GDP was achieved on an annual
level, unlike the surplus of 676 million (0.9%) achieved in 2023. Per the plan of the
Ministry of Finance, the general government deficit should remain at around 2.3% of the

GDP in this year, while the public debt ratio should continue to decrease towards 56%.

If we observe the detailed data on the trends of general government revenues and
expenditures, we see that after three consecutive years of strong double-digit growth,

revenue growth eased to a (still high) 8.9% in 2024, mostly due to slower VAT revenue

growth (+9%) and around one third lower capital transfers, while social contributions \?vtz;ggii?lrgnwéhsgiial
revenue growth accelerated to 17.5%, prompted by strong wage growth. Total revenues benefits
thus increased to slightly more than EUR 39 billion, while their share of GDP edged down

from 46% to 45.6%, considering that concurrently, nhominal GDP growth was 9.7%.
Simultaneously, the expenditure side continued its double-digit growth (+12.6% to 41.1

billion), although at a slower pace than in 2023, when growth was 20%. The strongest

contribution to growth came from the wage bill, which soared 26.2% y-o-y, reaching EUR

11.1 billion, and from an increase in social benefits (+17.6% to EUR 12.8 billion). At the

same time, there was a reduction in the amount of subsidies (-12.4%) in line with the

gradual reduction of the aid package for households and entrepreneurs, while capital

expenditure remained almost unchanged y-o-y. The expenditure-to-GDP ratio thus

increased to 48% from 46.8% recorded the year before.
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®  Debt stock of the general government sector (so-called Maastricht debt) at the end of
2024 was EUR 49.3 billion (+2.1% compared to debt balance at the end of 2023), while
for the first time since 2010, the share of the GDP has fallen below the Maastricht criteria
(60%) to 57.6%, down by 4.2 p.p. compared to the debt-to-GDP ratio in late 2023 when
it was 61.8%.

Concurrently with the publication of fiscal data, the Croatian Bureau of Statistics also
revised the national accounts data, raising the government consumption growth in 2024
from 4.5% to 7.0%, which ultimately raised the GDP growth rate from 3.8% to 3.9%.

¥ Atthe beginning of the week, the dollar weakened to its lowest level since November 2021
after President Trump demanded from the Fed to lower interest rates, bringing into
guestion the central bank's independence. The dollar recovered by the end of the week
due to the toning down of the rhetoric between China and the U.S., so the week ended

with the exchange rate of 1.1357 dollars to the euro, unchanged w-o-w.
B Last week, Euribor stagnated w-o-w so at the week’s end 3M was 2.2%, and 6M 2.1%.

®  Hopes of reaching a U.S.-China trade deal have brought a recovery to global stock
markets so Crobex had a weekly increase of 1.4% (to 3,230 points) due to growth of
almost all sectoral indices (CROBEXindustry +3.3% to 2,340, CROBEXnutris unchanged
at 801, CROBEXtourist +0.3% to 4,244). Crobis stagnated at 99.0 points.
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LEGAL DISCLAIMER
This publication is issued by PRIVREDNA BANKA ZAGREB-DIONICKO DRUSTVO, Zagreb, ECONOMIC
Radnicka 50 (hereinafter: PBZ) and aimed at clients of the PBZ Group. This publication is RESEARCH
intended for information purposes only and may not in any way be considered an offer or Ivana Jovic
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invitation to purchase any property or rights mentioned in it. The informative nature of this
publication means that it may not serve as a substitute for the personal judgment and
assessment of any reader or anyone who receives this publication. The information, opinions,
analyses, conclusions, forecasts and projections given here are founded on publicly available
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data whose accuracy PBZ relies on but cannot guarantee. Accordingly, all the opinions,
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attitudes, conclusions, forecasts and projections given in this publication are subject to
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changes, which depend on changes to the data as published by the source used. PBZ allows

further utilization of the data given in this publication on the condition that the publication is WwWw.nbz.hr
indicated as the source. All the property mentioned in this publication and whose movement
is the subject of comment may from time to time be the subject of trade or positions taken by

PBZ.
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