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Overview of the week

u According to initial estimates, inflation slowed down further in June, both in Croatia and in the euro
area. In Croatia, harmonized inflation slowed to 4.2%, from 4.9% in May and a peak of 5.4% in April.
The main reason was a noticeable slowdown in the growth of energy prices, to 12.9% year-on-year,
from 16.9% in May, with a simultaneous milder growth in food prices (1.8% after 2.5% a month
earlier) and services prices (to 6.8% from 7.0%). The contribution of energy to headline inflation

decreased to 1.6 percentage points, food to 0.5 points (the lowest in five years) and services to 2.2
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year-to-year growth in energy and food prices slowing down (to 13.2% and 1.8%, respectively), 4.2% in Croatia and
2.8% in euro area

points. Inflation, as measured by the national price index, slowed to 4.5% from 5.2% in May, with

services accelerating slightly (to 8.1%) and industrial goods remaining unchanged at -0.6%. The
euro area also saw a widespread moderation in inflation, with headline inflation declining by 0.4
percentage points to 2.8%. Lower energy inflation was again a key factor (-1.7% m/m, to 8.7% from
10.8% yly in May), but milder food prices also contributed (-0.2% m/m, to 1.6% y/y from 1.9% a
month earlier). Services inflation slowed to 3.2%, while industrial goods price growth remained
stable at 0.9%. For now, the June data point to the absence of spillovers from the earlier energy
price shock, which should calm the ECB to some extent, so after the June interest rate hike by 25
basis points, the likelihood of a new move in July is decreasing.
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B Meanwhile, high-frequency indicators of economic activity for May were less favourable: after a
decline of 1.8% g/q and a slight increase of 0.4% yl/y in the first quarter, industrial production
deteriorated further in April and May, decreasing by 2.5% compared to the average of the previous

quarter and by 1.6% year-on-year. The weakness was widespread, with a decline in production in May brought a new
decline in industrial

1 - 0, - 0,
most categories, and was further exacerbated by the weak May result (-1.9% m/m and -1.1% vyl/y). production, followed

Intermediate goods, which account for 36% of production, increased only slightly in May (+0.4% by a slowdown in
yly), while energy production (15% share) increased by 4.6% vyl/y. By contrast, non-durable (r)e;?/";;;de to only
. (1]

consumer goods (32% share) decreased by 2.8% yl/y for the second month in a row, while capital
goods (14% share) and durable consumer goods (2% share) fell sharply, by 11% yly. In the period
from the beginning of the year to May, industrial production decreased by 0.4% yly.
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At the same time, retail trade turnover also lost momentum after remaining largely unchanged q/q
in the first quarter and rising by 3.0% y/y. After weak May data (-2.0% m/m and +0.5% y/y), volumes
in April and May decreased by 0.8% compared to the average of the previous quarter, slowing the
annual growth in those two months to 1.2%. In May, sales were weighed down by an 11.8% yly
decline in fuel sales and stagnant sales of non-food products, which recorded the weakest result in
the last 33 months, while food sales growth slowed to 1.9% yly. In the period from January to May,

the volume of retail trade turnover increased by 2.3% yly.
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The week was concluded with the publication of data on movements of residential real estate prices
in the first quarter of this year, which increased by 3.3% compared to the previous quarter and by
14.3% compared to the same quarter last year. Regionally, residential real estate prices in Zagreb
increased by 4.8% compared to the previous quarter —i.e. similar to 1Q2025 — which kept the annual
growth rate (14.7%) at a similar level as in the last quarter of 2025. In the Adriatic, prices rose by a
slightly slower 2.3%, and the annual price growth rate slowed to 12.6% from 14.4% in 4Q25. In the
rest of the country, prices recorded a quarterly increase of 2.2% (the slowest in the last five
quarters), while the annual growth rate fell to 18.1% from a record 23.4% posted at the end of last
year. Quarterly growth in prices of new housing slowed down by almost a full percentage point (to
2.1% from 3.1%), while year-on-year the growth rate slowed to 9.7% from 14.5% in 4Q25. Prices of
existing housing increased by 3.7% quarter-on-quarter, which is a slight acceleration compared to
the 3.4% recorded in 4Q25, but still slower than the 4.0% in 1Q25, and the annual growth rate
slowed to 16.1% from 16.4% in the last quarter of 2025. It is interesting that at the same time, the
data on the number of sold housing indicate a halved number of new residential real estate sold (-

50.9%), while the existing ones were sold 37.4% less than in the same quarter last year.

Residential real estate prices
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In 1Q26, residential
real estate prices
increased by 14.3%
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®  The week behind us closed at an exchange rate of 1.1448 dollars to the euro, which is 0.4% more
than a week earlier. The dollar lost support after the release of a weaker-than-expected June payroll
report, which brought only 57,000 new jobs compared to the expected 110,000, reducing the
likelihood of interest rate hikes in September from 55% to 35%.

u Compared to Friday a week earlier, 3M Euribor closed the week at 2.32%, i.e. +3 basis points,
while 6M Euribor closed the week at 2.55% and 12M at 2.71% (-4 and -5 basis points week-on-
week, respectively).
B Crobex closed the week at 4,478 points, or +0.5% week-on-week, with CROBEXindustry,

CROBEXconstruct and CROBEXtransport recording growth of 1.8% (to 4,126) and 6.0% (to 1,506)

and 7.4% (to 1,699), respectively, while CROBEXtourist and CROBEXnutris recorded a decrease

of 1.5% and 1.1%, respectively, to 5,876 and 842 points.
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LEGAL DISCLAIMER
This publication is issued by PRIVREDNA BANKA ZAGREB-DIONICKO DRUSTVO (Zagreb, Radnigka 50 ECONOMIC
(hereinafter: PBZ) and aimed at clients of the PBZ Group. This publication is intended for information purposes only RESEARCH
and may not in any way be considered an offer or invitation to purchase any property or rights mentioned in it. The lvana Jovié
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 data whose accuracy PBZ relies on but cannot
guarantee. Accordingly, all the opinions, attitudes, conclusions, forecasts and projections given in this publication are TRANSLATION
subject to changes, which depend on changes to the data as published by the source used. PBZ allows further Ana Bilo$
utilization of the data given in this publication on the condition that the publication is indicated as the source. All the Jelena Marinovié
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. Www.pbz hr
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