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Corporate loans’ quality improvement trend maintained
® |n this year's Q3 we noted a continuation of a gradual slight decline of the NPL ratio in
total loans, which reached 0.1 p.p. g-o-q, thus lowering the ratio to 2.3%. The same
dynamics reduced the ratio in private sector loans (to 3.6%). Strong growth of corporate NPL ratio in corporate
loans and solid economic activity resulted in a sharp decline of the NPL ratio of 0.3 p.p. Ir?:l:'sse::";‘ﬁ”ki;ns 3.5%
(to 3.7%) in loans to non-financial corporations, which is now only 0.2 p.p. higher than
the NPL ratio in household loans which stagnated in the last quarter at 3.5%. By
comparison, ten or so years ago, or more accurately in late 2016, this difference was
almost 18 p.p., which points to significant improvements of both credit policies and banks’
risk management, as well as of economic environment and thus companies’ operations
in that period. Breakdown of corporate placements by activity reveals that the ratio’s
decrease largely arose from a sharp reduction in Construction of as much as 1.6 p.p. (to
5.9%). Manufacturing and Accommodation and food service activities had a somewhat
more moderate decline of 0.3, i.e., 0.4 p.p. (to 6.2% and 3.7%), while Trade recorded
slight growth of 0.1 p.p. (to 3.5%). Within the household loans by purpose, share in
housing loans remained at 1.5%, overdrafts recorded a share decrease of 0.2 p.p. to

4.8%, while the share in cash loans recorded slight growth of 0.1 p.p. to 5.0%.
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¥ In the first nine months, the net profit of credit institutions declined 6.0% y-o-y (EUR -72

million) to EUR 1.1 billion due to 4.3%, i.e., EUR 74 million of lower net interest income.

The latter declined mostly due to lower income from deposits at the central bank, due to
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the easing of the ECB’s monetary policy, i.e., the reduction of key interest rates. Net fee
income increased by 10.9% (EUR 49 million), and all other income by 19.4% (EUR 31
Lower credit

million), but gross operating profit increased only by 0.2%. Simultaneously, operating institutions’ return

costs recorded an increase of 5.9% which led to the reduction of efficiency, so the CNB’s ion"ggsets and equity

cost to income ratio increased
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up by 0.1 p.p. y-0-y, t0 23.1%.

B Strengthening of expectations that the Fed will reduce interest rates at this week’s
meeting led to the dollar depreciating. At the end of the week, the exchange rate was

1.1645 dollars to the euro, up by 0.7% w-0-w.

®  Euribor recorded a slight decline w-o-w for the shortest maturity, and growth for longer
maturities up to 4 bps. At the end of the week, 3M was 2.08% and 6M was 2.15%. The
first round of subscriptions of 3M T-bills open to natural persons with an annual yield of
2.50% starts this week. The targeted amount of the issue is EUR 1.6 billion.

]

Crobex maintained its upward trend by rising 1.0% w-o-w to 3,834 points due to growth
of almost all sectoral indices (CROBEXindustry +0.6% to 3,363, CROBEXnutris +0.5%
to 797, CROBEXtourist -0.8% to 4,933). Crobis stagnated at 99.2 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 Jovic

invitation to purchase any property or rights mentioned in it. The informative nature of this Ana Lokin

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

data whose accuracy PBZ relies on but cannot guarantee. Accordingly, all the opinions, TRiNSI:I‘TVION
na bllos

attitudes, conclusions, forecasts and projections given in this publication are subject to
Jelena Marinovié
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 bz 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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