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The deficit is slightly above 3% based on the last four quarters

®  Eurostat data indicate that there was a surplus on the general government level of 2% of
. . . There was a surplus
the GDP in the last year’s Q3, at the level of cumulative last four available quarters (4Q24- of 2% of GDP in 3Q25
at the general

- o . . .
3Q25) there was a deficit of 3.1% - considering that the mentioned surplus in 3Q25 only government level,

partially offset the deficits recorded in 4Q24 and in the last year’s first two quarters. but in the last 4Q the
. . ) . deficit increased to
Interestingly, this 2% general government surplus is the lowest one in, since 2014, almost 3.1%

always positive third quarter ever since 4Q16, if we do not count the comparable quarter
of the pandemic 2020 when there was a deficit of -0.8% of GDP. More detailed data show
that total revenues in the last year’s Q3 increased by 9.7% (to 11.8 billion) compared to
the last year's same period, which is a noticeably slower growth rate compared to the
double digits recorded in the same quarter in the previous four years. We see the
explanation in the slower growth of tax revenues, both direct (e.g., per the MoF data,
corporate tax revenue recorded the same level as the year before) and indirect - for
example, VAT revenue increased by 7.1%, while in the same quarter of 2024 the growth
was 9.8%, which confirms the consumption slowdown considering that inflation
accelerated in the observed period. A slight growth slowdown, in line with the deceleration
in wage/employment growth, is also recorded in the revenue from contributions, although
growth is still at a high 14.4%, and capital transfers also contributed notably to revenue
growth. Simultaneously, the expenditure side increased by 11.8% (to 11.3 billion), which
is a slower growth compared to the same quarter of 2024, and in the previous two
quarters of 2025, primarily as a result of the slower wage growth in line with the lower
wage growth in the government and public sector in 2025 than they were in 2024.
Likewise, the rise of social benefits slowed down due to a smaller increase of pension
spending than in the same quarter in 2024. On the other hand, in the last year's Q3 the
growth of investments accelerated y-o-y, while the growth of intermediate consumption
(13.4%) accelerated compared to the growth recorded a year before. Cumulatively,
based on the already mentioned last four available quarters, total general government reuat:,i:;gx%%/:ii::;i
revenues rose to 46.9% of GDP from last year’'s 45.7%, while expenditures rose to 50% GDP
of GDP from 47.8% - which, with the exception of the pandemic period, was the level last
recorded in 2003.
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Another week filled with geopolitical uncertainties and upheavals resulted in another
decline of the dollar to the euro. At the end of the week, the exchange rate was 1.1742

dollars to the euro, up by 1.1% w-o-w.

®  Euribor was slightly down w-o-w for the shortest and longest maturities and had marginal
growth on a three-month and six-month basis, so on Friday 3M was 2.04% and 6M was
2.16%.

]

Last week, Crobex was slightly up by 0.3% w-o-w to 3,977 points along with a negative
performance of the most important sectoral indices (CROBEXindustry -1.7% to 3,411,
CROBEXnutris -0.3% to 849, CROBEXturist -2.0% to 4,857). Crobis stagnated 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
Ana Lokin

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
TRANSLATION

Ana Bilos

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
Jelena Marinovi¢
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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