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 Opposition block positively surprised with the results in Local Elections 2020   

 Stronger rebound in real sector finally visible in September, outlook tight to 
the downside on new “light lockdown” in Q4 

 Services sectors to be affected by new containment and possible “new light 
lockdown” measures in B&H in Q4 (gastronomy services, retail sales, tourism) 

 Slowing down in unemployment growth visible in Q3 with total 29K workers 
losing their job since COVID-19 hit, unemployment rate to be up to 17.5%  

 Depth of the economic crisis visible in banking sector – no demand for 
financing as the first negative growth rate in total loans was seen in Sep-20 

 Q4 outlook tight to the downside: Weak retail sales and services sector 
rebound on rising COVID-19 second wave cases and new containment 
measures  
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 Opposition block established before the Local Elections – 
“Četvorka”/The Four” surprised with win of mayoral positions in 12 
municipalities in B&H while the strongest results and support was as 
expected in Sarajevo where they have won five municipalities. The 
right-hand oriented parties still have the largest number of 
municipalities in B&H. 

 Exports of goods are heavily hit by the COVID-19 crisis: In period 
Q1-Q3 2020, overall exports of goods in B&H declined by                
-12.6% yoy and amounted to BAM 7.57 bn which is in line with our 
FY 2020 estimate of exports of goods decline by -10.7% yoy. 

 B&H retail sales index continued its downward path in Sep-20 with 
decrease by -4.3% yoy thus marking the 7th straight month of 
decline. In Q4 we expect deceleration in retail sales dynamics while 
our FY target for retail sales index could be subject to downward 
revision form current -6.5% yoy. Similar to European model we 
expect to see shopping malls and gastronomy services part of the 
COVID-19 second wave containment measures in B&H. 

 September’s data brought large negative surprise related to credit 
growth in B&H banking sector. Total loan growth in banking sector 
slumped to negative area for the first time after the Global financial 
crisis (GFC).  Dynamics of the credit growth clearly show how deep 
contraction of private sector leading to lack of demand of primarily 
legal entities but also households for financing. 

 With promising news from BionTech and Pfeizer related to outlook 
on availability of the vaccine world-wide during 2021 our global 
and B&H economic outlook proved to be correct. We would slightly 
revise upwards our expected GDP growth for 2021 in Dec-2020 
from current 3% yoy to 3.8% yoy of real GDP growth in 2021, as we 
expect positive news on the vaccine availability will boost upwards 
consumer confidence and private sector confidence starting from Q3 
2021 in B&H. 
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Key figures  

Note for column of the last available data: 
 GDP and real economy: GDP data as of Q2 2020; Industrial production and retail trade index as of September-20.   
 Balance of payments: Trade balance and foreign reserves as of September-20. BoP data as of Q2 2020; 
 Prices, wages, unemployment: Prices as of Septembert-20; Wages as of August-20. 
 Fiscal position: Public debt as of Q2 2020 
 Banking sector indicators: Assets, loans and deposits as of September-20. Key FSI as of Q2 2020. 

  
Source: Agency for Statistics of B&H, Central Bank of B&H, Raiffeisen BANK dd BiH  
Forecasts updates from October 2020; 
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Opposition block has surprised on the upside in the 
Local Election 
The political focus in B&H has shifted toward the Local Elections as 
strong polarization of the public between ruling right-hand oriented and 
opposition left-oriented parties has been seen especially after the 
COVID-19 hit in the country.  Long awaited Local Elections in B&H took 
place on November 15th, held in especially challenging time of COVID-
19 crisis. However, according to the preliminary results of the Central 
Election Commission, it seems that 50% of 3.2 million registered voters 
participated in the Local elections. It is a continuation of the downward 
trend in participation rate compared to Local Elections in 2016 (53.8%) 
and General Elections in 2018 (53.7%). 
Although some political changes have been announced and expected 
especially in municipalities of capital city Sarajevo and the main city of 
Republic of Srpska, Banja Luka, the preliminary results showed that 
ruling national parties have lost their power in all major cities in B&H. 
The opposition bloc, so called “Četvorka”/“The Four” consisted of four 
largest opposition parties (Naša stranka, SDP, NiP, NBL), has been 
established for the first time jointly ahead of this year's local elections. 
Opposition block won mayoral positions in 12 municipalities in B&H 
(with only SDP-a municipalities included) while the strongest results and 
support was as expected in Sarajevo where they have won five 
municipalities (Centar, Stari Grad, Novo Sarajevo, Ilidža and Ilijaš). 
Some of the municipalities in Sarajevo were particularly large surprise as 
they have been bastions of the leading Bosniak party (Ilidža, Ilijaš) for 
years. However, in B&H still when analyzing total mayoral posts, the 
strongest party is still the largest Bosniak party - SDA which 
retained/gained power in 26 municipalities, although it is much inferior 
result compared to the Local Elections in 2016 with 34 municipalities.  
In Republic of Srpska, leader of the major nationalist Serb party – SNSD, 
Mr. Milorad Dodik confirmed the defeat in Banja Luka and Bijeljina while 
they have reported according to the preliminary results win in 41 
municipalities which is better result compared to 40 in 2016 elections. In 
Banja Luka and Bijeljina, opposition party - PDP won two major cities in 
Republic of Srpska which is also a large hit to the ruling SNSD and it 
could be a sign of underlying voice and need of the citizens in RS for 
transformation from leading nationalist and division rhetoric in RS which 
kept the country for years away from needed structural reforms and more 
prominent economic development. Furthermore, the largest party with a 
Croatian sign, HDZ, according to preliminary results available lost only 
majority in one municipality - Tomislavgrad, while they have won 
mayoral posts in 18 municipalities in B&H compared to 19 municipalities 
back in 2016. In the City of Mostar, the elections will be held on 
December 20, 2020. Mostar is attracting attention since the Local 
elections in this city will be held after twelve years and as the city has 
been strongly nationally divided between Croats and Bosniaks since the 
end of war in 1995. However, some preliminary polls do not indicate on 
any major change in Mostar in respect to currently ruling nationalist 
parties.  
Positive message of these Local Elections are that the voters across the 
major cities (Sarajevo, Banja Luka and Tuzla) have showed that they are 
voting for change from current 25-years long nationalistic and division 
driven populist rhetoric which kept the country deeply behind the EU 
accession path, more solid economic growth and deeply stuck with high 
corruption and structural problems. Citizens have articulated clearly that 
they are voting for change more toward reforms and local projects, 
citizens’ prosperity and unity. The new local authorities elected , will have 
lot of homework to do in coming two years period ahead the General 
Elections in 2022 to prove have they matured enough for more serious 
tasks to lead the country toward more progressive policy and growth 
especially in time of the deep economic and social crisis after the 
COVID-19 hit.  
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Rebound in exports and manufacturing finally visible in 
September   
 

Real sector data for September 2020 finally brought some positive 
rebound after surprisingly weak July and August. High-weight indicators 
showed finally more prominent peaking up in both external and domestic 
demand after colossal decline in Q2 2020 during the first lock-down after 
the COVID-19 hit. 
Therefore, September’s data on exports of goods of B&H reported most 
remarkable improvement in dynamics, as year-on-year (yoy) growth rate 
almost managed to go out from the negative territory after seven months 
of decline. Total value of exports of goods in September was down only by 
-0.7% yoy and it reached value of BAM 977.1 mn which is the highest 
monthly value reported since November 2019.   
The strongest rebound was reported in Furniture and Wood and wood 
products which even managed to post positive growth rates in yoy terms in 
September, followed by Machinery and Food products, Fruits and 
vegetable, while deeply in negative territory was exports of Mineral 
product, Base metals, Textile products, Footwear. 
Just as reminder, export driven manufacturing and exports of goods in 
B&H started with its recessionary trends even before the COVID-19, back 
in Q2 2019, which was mainly result of one-off effects and structural 
problems in major exports oriented producers supported by negative price 
effect on base metals and mineral products for bh. exporters in 2019. In 
H2 2019 we have had impacts of shutting down and/or scaling down of 
production in Aluminijum Mostar (base metals) and Prevent CEE 
(automotive industry), Gikil (Lukavac). 
However, in Q3 2020 overall exports of goods was down by -7.3% yoy 
which is the lowest negative rate since Q3 2019 and exports of goods 
would for sure end Q4 in positive territory if the the second wave of 
COVID-19 have not occurred. 
In period Q1-Q3 2020, overall exports of goods in B&H declined by      -
12.6% yoy and amounted to BAM 7.57 bn which is in line with our FY 
2020 estimate of exports of goods decline by -10.7% yoy. All main 7 
exports categories which make more than 60% of exports were in negative 
territory in the same period led by Base metals (-23.8 yoy), Mineral 
products (-22.2% yoy), Footwear (-15.3% yoy), while other categories 
reported less steep decline Wood and wood products (-9.1% yoy), 
Furniture, Textile products, Machinery (-6% yoy). Only positive growth rates 
were reported in exports in Food industry (5.6% of total exports): with 
Prepared food staff (8.5% yoy), Fruit and vegetable and Animal production 
reporting positive yoy growth rates in Q1-Q3 2020 which shows 
increasing competitiveness of B&H Food industry in the EU markets. 
Thus, B&H managed to report surplus in foreign trade in following 
categories: Furniture (BAM 475.2 mn), Wood and wood products (BAM 
313.4 mn), Footwear (BAM 260.5), Arms and ammunition (BAM 117.9 
mn) while the Base metals which used to be the category with largest 
surplus in previous years reported negative performance in 2019 and Q1-
Q3 2020 mostly as result of Aluminijum shutting down and partially price 
effect. In terms of the key markets in Q1-Q3 2020, the EU still makes 
73.1% of total exports of goods while the CEFTA countries make 15.9% of 
total exports, while our top 5 individual markets are: Germany (15.8%), 
Croatia (13.3%), Serbia (10.9%), Austria (9.9%) and Italy (9.5%). The 
strongest rebound in September was reported in exports to the EU, or to 
Germany, Croatia and Slovenia in particular, were B&H reports even 
positive yoy growth rates in September. Overall trade surplus B&H reports 
in trade with: Austria, Switzerland, Bulgaria and Slovenia.  
 

Countries split in total export % 

Key export categories yoy % 

Real sector developments 

Key import categories yoy % 
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The lowest trade deficit in B&H to be reported in 2020 
 

On the imports of goods side, September 2020 also brought stronger 
recovery which illustrates underlying rebound in domestic demand and 
private consumption as the most important driver of B&H economy. 
Hence, total imports of goods in September reported the lowest decline 
in yoy terms since February 2020, being down by -5.7% yoy and 
amounted BAM 1.48 bn which is the highest monthly nominal value of 
imports since February 2020. On monthly level imports of goods strongly 
rebounded being up 13.4% mom which is the highest monthly growth 
rate since the COVID-19 outbreak.  
 
Therefore, in Q1-Q3 2020 period total imports of goods was even 
deeper in negative territory or -15.8% yoy being in line with our FY 2020 
estimate of -13.9% yoy. Hence, overall trade deficit in the first three 
quarters of 2021 was at BAM -4.75 bn which is -20.4% lower than in 
2019, while or FY 2020 target for trade deficit stands at BAM -3.3 bn or 
-18.5% GDP in 2020 which is the lowest trade deficit ever recorded in 
B&H.   
 
Same as in exports, the key imports of goods categories were also deeply 
in negative territory in Q1-Q3 2020, where the strongest collapse saw 
Mineral products (-40.7% yoy) mostly thanks to plunge of oil and oil 
products prices in international markets, followed by Transport vehicles 
and Machinery (-27% yoy and -11.7% yoy) and Metal products which 
shows how deep decline of investment activity ins B&H economy is. We 
can say that all imports categories expect some minor items, are in 
negative territory in 2020 and that trend will be kept also in Q4 2020.  
Hence, overall imports dynamics underline our key assumption of 
stronger decline of imports of goods than exports in 2020, which will 
result in positive contribution of net trade to overall GDP in 2020. 
 
Industrial production as the largest category of B&H economy (19.5%) 
also saw some relief dynamics in the last month of Q3 2020 mostly 
driven my abovementioned strengthening in external demand and 
exports. September final brought more robust rebound in industrial 
production index, with strongest dynamics since February 2020. Overall 
industrial production index was up by 3.8% in month-on-month terms, 
while it was down by   -3.7% compared to same month previous year. 
Compared to the level of production in pervious year all three major 
industrial production categories are still down in September-20 and the 
first three quarters of 2020. Rebound in external demand resulted in 
brightening up of dynamics and sentiment in Manufacturing as the 
segment of industry in B&H, which was down -2.7% yoy in September-20 
which is the lowest decline since January-20. Beside Manufacturing 
rebound in production dynamics was also reported in Mining (-4.1% yoy) 
and Electricity production and distribution (-7.3% yoy), thus all three 
industrial production categories were out of the double-digit area of 
contraction for the first time since he COVID-19 crisis hit.  
 
Therefore, overall industrial production index was down by -8.2% yoy in 
Q1-Q3 2020 which is in line with our FY 2020 estimate of -8.1% yoy, as 
we expect to see slowing down in rebound dynamism in Q4 2020 on 
new wave of COVID-19 crisis and light lockdowns in Europe, SEE region 
and B&H. All major industry categories are still in negative territory with 
only Textile products, Paper and paper product, Electrical equipment 
being out of contraction as of end Q3 2020. However, as already said 
structural problems and weaknesses in industrial production which hit 
industry already in Q2 2019 will lead to somewhat slower recovery in 
industry in B&H that in other export driven industries in SEE region in 
2021 (+3.5% to 4% yoy).    
 
 
     
 
 

Industrial production (BAM) 

Trade deficit  

Countries split in total import % 

Real sector developments 
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Retail sales and consumer confidence gaining strength 
in final month of Q3 
 

B&H retail sales index continued its downward path in Sep-20 with 
decrease by -4.3% yoy thus marking the 7th straight month of decline, 
starting from March when the first lockdown measures were introduced. 
However, similar to trends in industrial production and exports, retail 
sales also reported much stronger rebound in dynamics finally in 
September-20 by posting solid month-on-month dynamics and the 
lowest yoy decline since March. Automotive fuel sales reported strongest 
decline by -14.4% yoy in September-20 due to substantially lower market 
prices of oil and oil products. Slowing down in yoy decline was reported 
in Food retail trade by -2.7% yoy and even more optimistic are dynamics 
in sales of Non-food retail trade which were only marginally in negative 
territory in September with -0.6% yoy. Visible rebound in consumer 
confidence and spending toward the end of Q3 was also supported by 
monthly retail sales data.  
Namely, all categories within retail sales index were reported robust 
double-digit monthly growth in t Sep-20, with turnover with IT equipment 
being ahead with increase by 11.5% mom on higher requests for IT 
goods on remote working and schools in Q3 2020.  
 
The retail trade remains the second most important pillars of the 
economy (14.5% of GDP) and it was down by -8.8% yoy in Q1-Q3 2020 
period. Further dynamics in this area is significant for overall GDP 
forecast, while rising cases of COVID-19 infections worldwide brought 
second wave of COVID-19 containment measures in Q4 which will be 
new strike on the economy and especially its services side. In Q4 we 
expect deceleration in retail sales dynamics in B&H while our FY target 
for retail sales index could be subject to downward revision form current-
6.5% yoy- We expect to see shopping malls and gastronomy services 
part of the COVID-19 second wave containment measures in B&H, 
similar to European model (shopping malls, cafes and restaurants to be 
closed for shorter period of time in Q4). 
 
The COVID-19 pandemic has placed the tourism under severe financial 
strain worldwide. As one the most endangered industries, tourism sector 
in B&H showed a slight recovery with data published in September, 
compared to April and May, but still not enough to cushion the damage 
done so far. In the period from January-September 2020 tourists realized 
385.578 arrivals which represent the decrease by -69.9% yoy and 
987.517 overnight stays which is decrease by -62.9% yoy compared to 
the same period of 2019.  
 
As expected, summer months have not brought significant improvement 
on overall picture, due to worsened situation with new infections, and 
putting B&H on red lists for travelling for most of the EU countries as well 
as neighboring countries. Consequently, September brought 55,156 
tourist arrivals (-67.5% yoy) and 141,205 tourist overnights (-57%), while 
more than 70% of all arrivals were made by domestic tourists (result of 
the campaign “holidays in B&H” which was aggressively promoted 
during summer months). The majority part of foreign tourist arrivals was 
made by Serbian tourists 46%, mostly thanks to record arrivals in 
Herzegovina region (Trebinje region reported record year in history 
thanks to ban for B&H and Serbian citizens to visit Croatia and 
Montenegro). 
 

Tourism categories  

Retail sales per categories 

Retail sales index 

 

Real sector developments 



 

8 

 

 

 

 
 
 
 
 
 
 

 
       

 
 

 
 
    

 Source: Agency for Statistics of B&H,  
Raiffeisen BANK dd BiH  
 
 
 

 
Source: Agency for Statistics of B&H,  
Raiffeisen BANK dd BiH  

 
 

 
 
 
 
 
 

 

 
Source: Agency for Statistics of B&H,  
Raiffeisen BANK dd BiH 

 

Strong deflationary trends along with depressed labor 
market to continue in Q4 2020  

 
Trends in bh. labor market indicators showed the strongest hit of the 
COVID-19 crisis hit on labor market should be behind us as number of 
unemployed people sent to unemployment biros in August was up by 
1.3K people vs. almost 4.5K in month before. If we look at the period 
after corona outbreak, Apr-Aug 20, 29K people lost their jobs, out of 
which 38.6% were people with secondary education level. Smaller 
employers in key sectors were more exposed to the negative effects of the 
COVID-19 pandemic and were less prepared to deal with the impacts 
while fiscal subventions for employment were slow and delayed in both 
entities. On the other hand, larger companies especially in automotive 
and metal industry were also subject to greater external shocks, which 
both led to cut off workers. COVID-19 crisis and pandemic-induced 
economic downturn deepened fundamental weaknesses of B&H labor 
market which will be even more pronounced with the end of the year. For 
now, official unemployment rate in August rose further to 34.9% which is 
the highest unemployment rate since Oct-18 and increase by 20 bps 
compared to July. We expect negative trend to be continued during Q3 
and Q4 with up to 33K unemployed persons for year-end which is the 
underlying reason for revising upward our unemployment rate estimate 
to 17.5% (from previous 17.2% forecasted in August). The official 
number of employed persons in Aug-20 came down to 799.2K which is 
17.7K people less than in Aug-19. Manufacturing still holds largest share 
(20.1%) in terms of the employment, followed by wholesale/retail trade 
with 18.4% employed persons, who together employ 11K less compared 
to the same month of 2019.  
 
Although both, net and gross salaries, declined slightly in August 
compared to the month before, annual statistics figures are showing 
upward trend. Therefore, average net salary in August amounted to BAM 
949 which is an increase by 3% yoy, while average gross salary 
amounted to BAM 1,465 which is an increase by 3.1% yoy.  
Traditionally, the highest average salaries are reported in Financial 
sector (BAM 1,563), followed by Production of electricity and water 
supply (BAM 1,449) and Information and communication (BAM 1,355). 
Due to slower than expected decline of gross and net wages we have 
revised upwards our targeted FY net wage growth to BAM 945 in 2020 
or 2.7% yoy . 
 
In the last 6 months were recorded deflationary trends that have not 
been recorded since 2016. With the COVID-19 outbreak and global 
lockdown imposed in March oil prices in the world market dived deeply 
to the south pushing also the Consumer Price Index (CPI) into negative 
territory instantly in April 2020. Negative trend strengthens in September 
with CPI being down by -1.5% yoy, accompanied with minor 
improvement on monthly basis by 0.1%. As a reminder, Transport prices 
and Clothing and footwear were main driving force behind CPI deflation 
trend, being down by -10.5% and -10.2% yoy in September, respectively.  
On monthly bases category clothing and footwear recorded highest 
increase (4.2% mom) due to start of the school year and seasonally 
enhanced purchasing needs.  
Looking from the beginning of the year, the consumer prices are also 
posting steady negative trend declining by -0.9% compared to same 
period in 2019. Deep contraction in economy along with collapse of 
consumption of households, were main reasons for revising our inflation 
target downwards from -0.3% yoy to -0.5% yoy by the end 2020. 
 
 
 
 

CPI (% yoy) 

Structure of unemployed  

 

Labor market figures 

Labor market and inflation  

Labor market and inflation 



 

9 

 

 

 

 
 
 
 
 
 
 

 
       

 
 

 
 
    

Source:  Central Bank of B&H,  
Raiffeisen BANK dd BiH 
 
 
 
 

 
Source:  Central Bank of B&H,  
Raiffeisen BANK dd BiH 

 

 

 
 
 
 
 
 

 

Source:  Central Bank of B&H,  
Raiffeisen BANK dd BiH 

 

Credit growth in negative area for the first time since 
GFC 
 

September’s data brought large negative surprise related to credit growth 
in B&H banking sector. Namely, in September total loan growth in 
banking sector slumped to negative area for the first time after the 
Global financial crisis (GFC) and negative dynamics in credit growth in 
2009 and partially in 2010.  Dynamics of the credit growth in 
September-2020 clearly show how deep contraction of private sector 
leading to lack of demand for financing of legal entities but also 
households. Negative real sector developments are topped also by 
continuation of the temporary COVID-19 measures (holiday payment for 
additional six months or grace period for additional 12 months) for legal 
entities, which all led to negative credit growth rate of -0.4% yoy which 
has not been recorded since July 2010. Corporate sector has been 
reporting negative loan dynamics since start of the COVID-19 crisis back 
in April-2020, and they were bottoming out in September at -1.8% yoy. 
Even more worrying is that, Retail loans grew wanly by 0.7% yoy to BAM 
9.9 bn which the lowest growth rate since 2011. Only mortgage loans, 
as subcategory in retail portfolio, performed positively with increase by 
8.9% yoy, keeping overall retail loans in weak but positive area. On the 
other hand, Consumer loans which make 74% of Retail portfolio plunged 
by -1.1% yoy in September, followed by negative performance also in 
Credit cars and Car loans. Only Public sector managed to remain in low 
single digit area of growth in September with 2.5% yoy up to BAM 1.1 bn 
which is only 5% of total loan portfolio in banks. However, also Public 
loans dynamics is twice lower dynamics compared to previous months of 
2020.  
 
For the rest of 2020 we have expected growth of overall loan portfolio in 
range of close to 2% yoy as we have expected positive impact of Entity 
Guarantee scheme program at least in Q4 2020. However, it seems now 
that Guarantee schemes of both entities have large operational obstacles 
in terms of final realization and attractiveness to the clients (high interest 
rates in case of RS, complicated procedures for collateral enforcement 
between bank and Guarantee funds and overall low percentage of 
coverage by guarantee of 50-70% in case of F&H and RS respectively 
compared to European standards). Hence our FY 2020 target of 1.8% 
yoy growth of total loans in bh. bank could be under the downward 
pressure as the rebound in banking sector dynamics is not visible. 
 
On the funding side of the banking sector balance, total deposits also 
reported further deceleration in dynamics with 4.1% yoy up to BAM 24.3 
bn, which is the lowest growth rate since June 2013. Citizen’s savings, as 
the most significant constituent in overall deposit structure (54.9%) grew 
by moderate 3.5% yoy to BAM 13.35 bn which is half of the dynamics 
before the COVID-19 hit, while corporate deposits grew steadily by 8.9% 
yoy to BAM 5.8 bn. Considering available data for September, the L/D 
ratio has settled at historical low of 83.8% pointing to fact that B&H 
baking sector remains highly liquid and strong.  
 
Looking at the interest rates movements on loans on annual level, in 
September we see increase of AIR for all types of loans. Compared to the 
end of 2019, interest rates on retails loans in BAM were 4.7% vs 4.5% on 
in 2019 and AIR on retail loans with currency clause were 4.9% vs 4.6% 
in 2019. AIR on corporate loans in BAM went up by 8.4 bp to 3.5%, 
while AIR on corporate loans with currency clause increased by 16.6 bps 
to 4.1% on average.  Year 2019 was the record low year when it comes 
to interest rate on loans, making a firm ground for upward revision in 
Q2 2020 due to rising risk aversion after pandemic of corona virus. 

Loans dynamics  

FX reserve 

Deposit dynamics  

Banking sector 
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Breakthrough in COVID-19 vaccine developments 
brightens up outlook for 2021 
 

In line with the trends across Europe and especially in the Central and 
Eastern European countries (CEE), B&H has also reported new record 
high numbers of infected in November 2020 as part of the second wave 
of COVID-19. Namely, B&H has reported average of 1,487 infected 
daily or 424 people on 100K people daily which puts B&H in November 
as the fourth country among European countries with the largest number 
of infected per 100K people after Czechia, Austria and Croatia. These 
trends should trigger alarm buttons for B&H authorities considering B&H 
strength and capacities of health system. 
However, so far B&H authorities seem that are trying to avoid a new 
even “light lockdown” compared to trends from the CEE and Western 
European countries who introduced light lockdowns in beginning of 
November (Czechia, Slovakia, Slovenia, Germany, Austria, Poland, 
Holland, Italy, France) mostly targeting closing of the gastronomy 
services , shopping malls and introducing the curfew. B&H authorities 
have tightened containment measures by limiting movement of people: 
introduction of curfew from 11pm to 6 am, limiting number of people in 
closed and opened spaces down to 30 people and putting to remote all 
upper classes of primary and secondary schools.  
 
Nevertheless, B&H authorities are expected to introduce more restrictive 
measures similar to the CEE countries as the Local Elections has passed- 
current COVID-19 dynamics of newly infected in B&H, almost full 
intensive capacities in health system for COVID-19 patients, very high 
mortality rate in B&H of 3.5% which is the highest after Kosovo and 
Check are clear arguments.  
We have seen quite weak dynamics of key heavy weight indicators in Q3 
(industry, retail sales, VAT collection, foreign trade and banking sector 
indicators) with only September brining stronger rebound. Hence, we do 
not expect to see strong Q3 2020 GDP which is expected to be releases 
in December 2020 (-6% to -7% yoy). In addition, with currently 
introduced and further expected containment measures by the end of 
November, economic dynamics will be under further downward pressure 
in Q4, especially in area of services (gastronomy, retail and wholesale 
trade, tourism, transport) and overall private consumption. Our current 
Q4 GDP forecast is in range of -7.5% to -8% yoy. Therefore, our FY 
targeted GDP for 2020 remain intact at -5.1% yoy on better than 
expected H1 2020 and weaker than initially expected H2 2020.  
The breakthrough in terms of the COVID-19 vaccine has been reported 
in November with 90% efficient vaccine developed by German - 
BioNtech and supported by US - Pfeizer. With promising news related to 
outlook on availability of the vaccine world-wide during 2021, our global 
and B&H economic outlook proved to be correct. We still expect 
diminished dynamics due to COVID-19 containment measures in Q1, 
slight rebound in Q2, while more substantial peeking up of economic 
dynamics is expected only as of Q3 after the vaccine becomes available 
global wide and it is wider distributed during the summer and autumn 
2021. B&H is expected to be in the package of the vaccine purchase (1 
mn pieces) with the EU contingent. Hence, we only expect availability of 
the vaccine in Q3 2021 in B&H. Therefore, we would slightly revise 
upwards our expected GDP growth in Dec-2020 for 2021 from current 
3% yoy to 3.8% yoy of real GDP growth in 2021, as we expect that 
positive news on the vaccine availability will boost upwards consumer 
confidence and private sector investment confidence over the economic 
dynamics which should push more prominent rebound in private 
consumption and investments starting from Q3 2021. Exports are 
expected to start earlier with peeking up in dynamics as of Q2 2021 on 
earlier economic dynamics brightening up in the EU.  
 

C/A financing by new FDIs 

Unemplyoment and inflation 

Industry vs. Consumption 

 Economic outlook 
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