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This year's first meeting of the ECB's Governing Council

®  Expectations from last week's meeting of the Governing Council of the European Central

Bank were not high, i.e. another meeting without a decision on a change in monetary
policy was forecast. The ECB therefore has not surprised by its decision to keep interest
rates unchanged, explaining the decision by saying that their latest assessment confirms
that inflation in the euro area should stabilise around its target level over the medium
term. The statement reiterated that the economy is resilient and the outlook remains
uncertain, with the usual statement that the Governing Council is not pre-committing to a
particular rate path.

According to the flash estimate, the annual inflation rate in the euro area fell to 1.7% in
January, from 2.0% in December (-0.5% month-on-month), posting a somewhat more
pronounced drop below the target level. At the same time, core inflation weakened by 0.1
p.p. to 2.2% (-1.1% month-on-month). At the press conference, President Lagarde noted
that a more significant decline in headline inflation below 2% was projected for the whole
of 2026 in the September scenario (the last scenario autonomously developed by the
ECB). When asked if we are still "in a good place", she claimed that we are, adding that
the ECB cannot be held hostage to one piece of data and that inflation will continue to
fluctuate from month to month. Furthermore, data on wage demand reveal that labour
cost pressure is expected to ease in the period ahead, and in addition, according to the
ECB, most longer-term inflation measures point to stabilisation around 2%. Nevertheless,
the ECB acknowledges in its risk assessment that the inflation outlook is less certain than
usual due to the volatility of global policies, noting that there are elements that can pull
inflation downwards (such as a stronger euro and tariffs) but also upwards (energy,
services prices). Our expectations with regard to the December baseline scenario have

not changed so far, and we expect ECB interest rates to stagnate in the current year.
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B Although at the same time the harmonized inflation rate also in Croatia slowed down to
3.6% from 3.8% in December, the difference with the euro area slightly increased from
1.8 to 1.9 p.p. The slowdown in the inflation rate in Croatia is a consequence of the

slowdown in all major components, thus the growth of food prices decelerated from 3.4%

Inflation slows
in line with
industrial products recorded a decline of -0.1% after stagnation a month earlier. In line expectations

to 3.2%, services from 7.4% to 7.2%, energy to 3.2% from 3.6%, while the prices of

with the described developments, core inflation slowed only slightly to 3.9% from 4.0% in
December. After last year's acceleration to 4.4%, our expectation is that the average

inflation rate will slow down to 3.3% this year.

Harmonised inflation: January 2026 - Croatia vs EA average
HR previous @ HR Last & EA20 last m EA20 previous

Item Inflation, % YoY HR EA
January | January
S5 4 3 -2 -1 0 1 2 3 4 5 6 7 8 2026 2026
I I I I I I I I I I I I I I

Core Inflation -« L 3.9% 2.2%
Total o * 3.6% 1.7%
Food Incl. Al & Tob 0 4= 3.2% 27%
Energy ¢ = Lo 3.2%
Non-Energy Ind. - 04%
Goods
Source: Eurostat /MACROBOND

®  The dollar recovered some of its losses and ended the week at $1.1794 per euro, down

by 1.0% week-on-week.

®  3M Euribor on Friday stood at 2.00%, down by 3 b.p. week-on-week, and 6M at 2.15%,

down by 1 b.p. week-on-week.

Crobex increased by 0.9% week-on-week (to 4,022 points), with the most important
sectoral indices recording varied movements (CROBEXindustry +3.8% to 3,555,
CROBEXnutris unchanged at 841, CROBEXtourist -1.8% to 4,845). Crobis continued to
stagnate (at 98.9 points).
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LEGAL DISCLAIMER

This publication is issued by PRIVREDNA BANKA ZAGREB-DIONICKO DRUSTVO (Zagreb, ECONOMIC

Radni¢ka 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 Jovié
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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 judgement 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,

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 www.obz.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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