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e On 16t December, the Parliament adopted the 2022 Budget, country’s second medium-term Budget. Real GDP is expected
to grow by 4.6% in 2022, with total budget revenues and expenditures amounting to EUR 3.9 billion and EUR 4.4 billion,
respectively. The 2022 budget deficit is projected at EUR 544 million or 4.3% of projected GDP.

e 2022-2024 Fiscal Strategy (with prospects until 2026) has been revised, reflecting changes in macroeconomic and fiscal
parameters. In the medium term, average economic growth rate is projected to reach 5.4% and unemployment is projected to
reduce to 8.6% by 2026. Net wage growth in the upcoming five-year period is expected to increase at a rate of 4.6% on average.
Export is expected to increase at an average rate of 8.8% over the upcoming five years, whereas import is expected to stabilise
and grow by 7.7% annually on average in the same period.

e According to the Revised Public Debt Strategy, in the period 2022-2026 public debt in relation to GDP will be reduced on
medium and long term and in the end of 2026 the public debt will be 57.7% of GDP.

e In 2021 Q3, real GDP grew by 3.0% y/y and by 4.6% in the first three quarters. The surge in Q3 was due to the increase of
the domestic demand and the positive contribution of net exports. Consumption increased by 2.9% yly, with public consumption
growing by 4.9% yly and private consumption by 2.4% yly, while gross investment registered a slight growth of 0.4% yly. By
sectors, an increase was observed at Services (4.2% yly) and Agriculture (1.2% yly), while negative developments were registered
at the Industry (4.5% yly) and the Construction sector (1.5% yly).

e In the period January-November 2021, total budget revenue collection accounted for 88.7% of the 2021 Revised Budget. In
the same period, budget revenues grew by 16.1% yly, whereby tax revenues picked up by 19.1% y/y, while social contributions
increased by 5.9% yly. PIT, VAT, profit tax, import duties, excises and other tax revenues were positive. Total expenditure
execution in the period January-November 2021 accounted for 84.6% of the 2021 Revised Budget. In the same period, budget
expenditures grew by 8.3% y/y. Current expenditures surged by 5.3% y/y, while capital expenditures recorded higher execution
by 62.8%. Budget deficit stood at 4.2% of MoF- projected GDP for 2021. The annual deficit is estimated at 5.4% of 2021 GDP.

Structure of economic growth according to the production Number of employed and unemployment rate
method (contribution to growth in pps)

g0 - ™= Employed, in thousand (left) - 2
Unemployment, in % (right)

800 - F 24

5 ] 780 L 22

0 - 760 P20

2 740 - 18
m— |ndustry mmmm Construction I I I

1 I 16

4 - m— Agriculture === Services 720 I I I I I I r
6 ——GDP (%) A EEEEEEEEENEERNN

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
Qa3 2018 2019 2020 2021
Source: State Statistical Office and MoF calculations Source: State Statistical Office

e In 2021 Q3, employment increased by 1.4% yly, while unemployment rate dropped to 15.7%, being lower by 0.8 p.p.
compared to the same period in the previous year.

e In November 2021, industrial production increased by 4.7% yly. In the period January — November 2021, Industry grew by
2.1%, which was mostly a result of the increase in Manufacture of chemicals and chemical products by 50.7%, Manufacture of
rubber and plastic products by 28.5% and Manufacture of electrical equipment by 25.9%.

e In October 2021, exports of goods declined by 1.4% yly, whereas in the first ten months of the year, exports grew by 22.8%,
mostly as a result of increased export of chemical products, machinery and transport equipment. In the period January — October
2021, imports of goods were higher by 27.8%.

e Inthe period January — October 2021, net nominal wage grew by 5.6% y/y on average. In October 2021, it amounted to Denar
29,145 (EUR 473), whereas the average gross wage amounted to Denar 43,557 (EUR 707).

¢ In November 2021, bank lending grew by 7.7% yly, with lending to households increasing by 7.7% y/y and lending to the
corporate sector by 7.4% yly. Total deposits were higher by 8.1% yly, reflecting a sustained growth in both corporate (13.7% yly)
and household deposits (7.1% yly).

¢ In November 2021, the inflation rate accounted for 4.8% yly. In the period January — November 2021, average inflation rate
accounted for 3.1% yly, with food prices growing by 3%. The rise of headline inflation is driven by higher energy and food prices.
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Key macroeconomic indicators and projections Latest GDP and inflation estimates and forecasts
2012 2013 2014 20156 2016 2017 2018 2019 2020 2021* 2022* Real GDP growth, %  Average inflation, %
Real GDP growth, % 05 29 36 39 28 11 29 39 61 41 46 2021 2022 2021 2022
Nominal GDP, milion EUR 7585 8150 8562 9072 9657 10.038 10.744 11262 10635 11.714 12548 IMF, Article IV (December 2021) 40 42 32 39
Average annual inflation, % 33 28 03 03 02 14 15 08 12 30 24 European Commission (November 202 4.0 39 33 21
Budget balance, % of GDP 38 38 42 35 27 27 A8 20 82 64 43 World Bank (October 2021) 46 37 24 20
General government debt eop %of GDR 337 340 381 381 399 394 404 405 519 H3™ 534 National Bank (November 2021) 39 39 31 24
Current account balance, % of GDP 32 46 05 20 29 40 01 33 34 32 27 MoF, North Macedonia (October 2021)| 4.1 46 30 24
Average unemployment rate, % M0 290 280 261 237 24 207 173 164 158 144
Average exchange rate MKD/EUR 615 616 616 6186 616 616 615 615 617 616 616 Credit rating, latest
Key monetary palicy rate, % 382 332 326 325 3713 3T 282 229 160 130" Rating  Outlook
Foreign reserves, e.0.p., % of GDP 289 245 285 49 201 283 267 20 M6 3057 Standard & Poor's, August 2021 BB- Stable
* MoF projections, unless otherwise noted Fitch, November 201 BB+ Negalive
** Actual for January-November 2021
** Actual for November 2021, ratio based on MoF projectians
Budget revenues, expenditures and deficit .6 .
35 08 00 General government and total public debt 631
RV - 80 602 812 "0 593
30 - \‘ -10 70
25 29 28 3,2 § 20 60 48.8 48,6 494
a0 5 458 466 0 41T ~e

4040 403 EI |

”'
/
39’9 39,4 4“,5 40,71
e 51-50 30 381 38’1_,_&—-‘-—“0'-‘0‘
4 ,60 o 3 34'0'_4‘--"’
* G4 "
a0 10
0,0

40 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2021 2021
00 40 Qr Q2 ay
M2 13 2014 2015 2016 017 2018 2019 2020 2021° mmmm External GG debt, €bn (left) Domestic GG debt, €bn (leff)
Guaranteed debt of SOEs, €bn (left) = «#=- (GG debt, % of GDP (right)
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Balance, % of GOP (rgh) = #=~Primaty balance, % of GOP (rgh) Starting Q2 2019, public debt also includes non-guaranteed debt of SoEs
*2021 as per Supplementary Buget and MoF GDP forecat * Ratio using MoF GDP forecast for 2021
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*Includes FX-linked domestic government securities 8,0% 4,2% 6,5% 8,4%
Domestic government securities, EUR m Yields on domestic government securities issued on the primary market during November 2021
Oufstanding, 31st Dec 2021 2374 in%| m 6m 12m y Iy 5y Ty 1y 15y 30y
- Ofwhich wihout FX clause 1473 Wihout FX clause 070 1,30
- Ofwhich wih FX clause M Wih FX clause 030
Tofal planned gross issuance for 2021° 376,39
Tofal planned netissuance for 2021 29997
- Ofwhich net issued by December 2021 299,90
*includes rol-over of T-Bonds + netissuance of GS
Republic of North Macedonia outstanding eurobonds, latest
Maturity date Rating Original/outstanding Coupon Price Yield Bid Spread  Bid z-Spread
S&P F size (mn) vs. BM vs. MS
Jul-23 BB- BB €450 5,626% 106,44 1,386 2N 177
Jan-25 BB- BB €500 2.750% 102,38 1,932 251 207
Jun-26 BB- BB+ €700 3.675% 105,88 2,254 270 226
Mar-28 BB- BB+ €700 1,625% 93,87 2,716 306 261
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