
 

                                     

   

         

                      

 

 

 

 

 

 

           

 

 

 

   

 

 

 

 

 

 

 

 

 

 

 

 

 
✓ Constant disagreements and turmoil on B&H political level are the key drawbacks in terms 

of both the EU progress and internal order establishment; Election year so far have not 

brought any positive news – election reform negotiation failed, proposed differentiation of 

VAT and temporary excise on oil product abolishment amendments also were so far 

rejected; The Law on prevention of conflicts of interest as one of the requests from the EC 

among the 14 priorities was also rejected which is contradictory to the application for 

grating the Candidate Status recently put ahead of the EU decision makers by B&H 

Presidency. 

✓ War on field, war on economic and financial front - the economic and financial sanctions 

against Russia cover wide range of economic linkages so the impact on GDP growth in the 

euro area is expected down to 3% yoy in 2022 followed by stronger decline in 2023 of 1% 

yoy, while CIS region will end in deep recession in 2022. Within Adverse scenario, we have 

revised downwards GDP forecast for B&H to moderate 3.2% yoy in 2022 and to 3% yoy in 

2023. 

✓ Challenging inflation pressure will be name of the game in 2022 - according to our Adverse 

scenario including Ukraine conflict and energy sanctions, we have estimated annual 

inflation in B&H substantially up to 6.1% yoy in 2022 with elevated inflation level of 3% yoy 

in 2023. Start of the year brought strong acceleration (+7% yoy) even before the war 

consequences has started putting further burden on expected dynamics.      

✓ Positive performance of B&H real economy at the start of the year would certainly cushion 

the expected slowdown in the second part of the year. Strong support on overall economic 

growth over 2022 is expected to come for exports of goods and services (+15.2% yoy) as 

well as private consumption (+2.2% yoy). 
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✓ Political scene update: final round of negotiations on Election Law 

mediated by Ms. Angelina Eichhorst and Mr. Michael Murphy failed 

again due to disagreement on the competences of the House of Peoples 

in FB&H, between SDA and HDZ; Absence of unanimous stance of B&H 

presidency members on war in Ukraine; Proposed differentiation of VAT 

and temporary excise on oil products abolishment amendments 

rejected on the House of Peoples of the Parliamentary Assembly of B&H 

along with the Law on prevention of conflicts of interest as one of the 

requests from the EC among the 14 priorities which is contradictory  to 

the application for grating Candidate Status recently put ahead of EU 

decision makers. 

✓ War on field, war on economic and financial front - the economic and 

financial sanctions against Russia cover more and more aspects of 

economic linkages, so the impact on GDP growth in the euro area is 

expected down to 3% yoy in 2022 followed by stronger decline in 2023 

of 1% yoy, while CIS region will end in deep recession in 2022. Within 

Adverse scenario, we have revised downwards GDP forecast for B&H to 

3.2% yoy in 2022 and to 3% yoy in 2023.  

✓ Due to strong correlation with global trends and spillover effects on a 

price front, we foresee inevitable and sharp inflation surge in Feb/Mar 

2022 around 8-9% yoy. We expect extended high inflation pressure 

during H1 2022 (7.5% on average) with slightly downsizing in H2 2022. 

According to our Adverse scenario including Ukraine conflict and energy 

sanctions, we have estimated annual inflation substantially up to 6.1% 

yoy in 2022 with elevated inflation level of 3% yoy in 2023. 

✓ Positive performance of B&H real economy at the start of the year 

would certainly cushion the expected slowdown in the second part of 

the year. Strong support on overall economic growth is expected to 

come from exports of goods and services (+15.2% yoy) which has 

already brought double digit growth in the first two months as well as 

private consumption (+2.2% yoy) mirrored in excellent performance of 

retail sales index and positive signs form retail loans performance in 

Jan-22 as well. 
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Note for column of the last available data: 

✓ GDP and real economy: GDP data as of Q3 2021; Industrial production and retail trade index as of January 2022   

✓ Balance of payments: Trade balance and foreign reserves as of January 2022. BoP data as of Q3 2021; 

✓ Prices, wages, unemployment: Prices as of January 2022, wages and unemployment as of December 2021. 

✓ Fiscal position: Consolidated fiscal deficit and Public debt as of Q4 2020; 

✓ Banking sector indicators: Assets, loans and deposits as of January 2022. Key FSI as of Q3 2021. 

  

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

Forecasts updates from March 2022;  

 

 Source: BHAS, CBBH, Raiffeisen BANK dd BiH 

 

Key figures  

Key macroeconomic and banking sector indicators of Bosnia and Herzegovina 
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Deep political crisis in Bosnia and Herzegovina 

monitored by the EU officials 

 
After the draft law on the establishment of the RS High Judicial and 

Prosecutorial Council and the RS Law on Property were adopted on the 

session of National Assembly of Republic of Srpska (NSRS) on 10 

February 2022 and sent to public debate within 60 days, possibilities 

of imposing sanctions by the EU or some EU countries are being 

considered toward persons suspected of violating the 

constitutional order in B&H. More precisely, April 2022 was mentioned 

as a possible date for imposing sanctions (the largest supporter in 

this matter is Germany). 

The European Representative for Foreign Affairs and Security Policy, Mr. 

Joseph Borrell visited B&H political representatives on 16 March 2022, 

with the main goal to find a common ground to the current political 

crisis. During the visit he expressed the rising fears of serious 

consequences for Republic of Srpska (RS) if RS representatives still 

refuse to return to B&H institutions. Mr. Borrell also planned to hold 

additional talks on the Election law after the failed negotiations in 

January 2022. However, final round of negotiation talks on the 

Election Law mediated by Ms. Angelina Eichhorst (director of 

EEAS) and Mr. Michael Murphy (newly appointed US Ambassador 

in B&H) failed again due to disagreement on the competences of 

the House of Peoples in FB&H, between SDA and HDZ. 

Russian invasion of Ukraine was differently interpreted by the B&H 

representatives with absence of unanimous stance. In particular, 

two members of the B&H Presidency (Mr. Džaferović and Mr. Komšić) 

declare it as an act of Russian aggression against the independence 

and territorial integrity of Ukraine, while Mr. Dodik advocates complete 

neutral stance and non-interference in the current conflict, thus 

avoiding condemning Russia's act. However, at the emergency session 

of the UN General Assembly (2 March 2022), a Resolution of 

condemning the Russian aggression against Ukraine was voted, 

with 141 countries votes in favor, including Serbia and B&H, giving 

a stabilizing signal for the Western Balkans. The events with 

Russia's invasion have risen certain considerations of the accession for 

SEE countries to the EU and NATO due to economic and security risks. In 

this context, the Chairman of the three-party B&H presidency, Mr. 

Komsic sent a letter / application to EU leaders asking them to 

consider granting Candidate status to B&H in the context of the 

EU accession process. However, opposing decisions culminated on the 

latest session of the House of Peoples of the Parliamentary Assembly of 

B&H. Regardless of adopted Decision on request for granting the 

Candidate Status under the accelerated procedure of B&H, delegates 

refused to accept the proposal of the Law on prevention of 

conflicts of interest which was one of the requests from the EC 

among the 14 priorities requested.  

Furthermore, in the rising inflation environment proposal to soften 

the inflationary shock through temporary abolishing of excises 

duties on oil and oil products and differentiation of VAT (lowering 

tax rate to 5% on basic food staples) also was rejected within regular 

procedure due to lack of the entity majority. From the current 

perspective, a short-term solution to this issue is highly unlikely. 

Final round on Election negotiation 

talks brought no agreement   

Absence of unanimous stance on 

Ukraine war   
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War on field, war on economic and financial front 

 
After start of Russian invasion and the war in Ukraine on 24 

February 2022 and introduction of punitive economic sanctions to 

Russia by the USA and EU as countermeasure, a complete global 

economic outlook change was triggered for 2022 and 2023. The war 

in Ukraine, developments in terms of sanctions, price pressure not seen 

for decades plus likely re-emerging supply chain strains urged us to move 

towards a more conservative economic scenario for 2022/2023, 

implying downward revisions to our growth forecasts plus upward 

revisions to inflation.  

The developments in terms of sanctions toward Russia evolve 

practically each day with the spiraling effect on economic and financial 

conditions, especially in the EU. The Soviet Union (and partly later Russia) 

cultivated "energy diplomacy" for a long period of time, destroying it in 

an irrevocable extent within a few days. A point of no return has been 

reached in terms of energy relations. To cut in short, the US will ban 

investments into the Russian energy sector and imports of Russian oil 

and gas, along with the UK terminating Russia oil imports in the course of 

2022. These two countries represent some 10% of Russian oil exports 

(China 20%). However, the joint US/UK move is still far from an all-out 

embargo. The EU, on the other hand, announced the intention to cut 

gas imports from Russia by two-thirds over the next 12 months 

based on various measures. Overall, the economic warfare has 

arrived, possibly being felt mostly on the inflation front. 

Despite the fact that the economic and financial sanctions against 

Russia cover more and more aspects of economic linkages, the impact on 

GDP growth in the rest of Europe will likely remain somewhat limited. 

Hence, Euro area is expected to report deceleration of the GDP 

down from 4% to 3% yoy in 2022 followed by stronger decline in 

2023 of 1% yoy. Key drivers of GDP, private consumption is expected to 

still be moderate despite inflationary pressures, along with strong 

support of government consumption (subvention programs and 

government programs). On the other front, gross investments are 

expected to be hit the most in 2022 and 2023, while net exports would 

end up with neutral net effect.  

CE and SEE region are expected to report deceleration of GDP 

growth in 2022, with stronger impact of crisis to be felt in 2023, while 

CIS region will end in deep recession in 2022: Ukraine -15.2% yoy, 

Russia -8% yoy and Belarus -4% yoy.  

Taking into account the EA and SEE region growth in 2022 and 2023, for 

Bosnia and Herzegovina we have revised downwards our GDP 

forecast from 3.6% to 3.2% yoy in Adverse scenario in 2022 and to 3% 

yoy in 2023. Private consumption is expected to be lower than expected 

due to lower disposable real income as a result of skyrocketing 

inflation of 6.1% yoy in 2022. Government consumption should remain 

on moderate level due to Election year spending. Scares rebound of gross 

investments in 2021, would narrow more in 2022, while net exports would 

contribute positively, thanks to the EU and SEE demand and near-shoring 

potential.  

B&H as economy and market has very limited economic connections and 

direct exposures to Russia in terms of the key economic channels - 

external trade, financing and FDIs, so we reckon on moderate negative 

impact on our projected economic growth.                                                 

 

Deceleration of GDP in Europe 

30 days of war in Ukraine 

Impact of Ukraine crisis 

CIS region deep in red   
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    Source: CBBH, Raiffeisen RESEARCH 
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Excellent start of 2022 will cushion expected 

slowdown in the second part of the year  
 

Released data for the first two months of 2022 gave the first insights 

on Q1 dynamics in foreign trade, which is expected to be still 

strong and widespread within the key categories of both exports 

and imports of goods rising by 41% yoy and 44% yoy, respectively, 

resulting with trade deficit of BAM -1 bn which is 52% higher than in the 

same period last year affected by both inflation and low base. 

Key categories within exports of good retained strong doble digit 

growth pattern from previous period, with Base metals and Mineral 

products categories ahead of the overall growth being up by 81.3% yoy 

and 97.1% yoy as of Feb-22. However, these two categories are 

cumulating significant deficit in final, due to stronger imported side 

driven by inflationary effect from international markets. On the other 

hand, the key categories where B&H is constantly reporting trade 

surplus are Wood and wood products, Footwear and headwear, Arms 

and ammunition and Furniture. The process of nearshoring that have 

started in the 2021 enabled B&H exporters to reposition in international 

trading flows benefiting from global disruptions in trading channels 

due to COVID-19 and supply side bottlenecks. The continuation of this 

trend is also expected in 2022 even more considering last available 

data for January and February and 42% yoy higher exports to EU -

our key exports market. However, it is clear that import side is 

already strongly impacted by risen inflation which is expected to 

be the key negative contribution to overall net exports expansion 

as already as of February 2022 imports of goods recorded faster 

growth pace than exports, however until the year end, we expect 

close to neutral effect. In addition, fade off low base in the second part 

of the year colored by inflation impact as well, is expected to result 

with downsized growth rates compared to booming start of the year.  

 

After robust 10.7% yoy growth in 2021, industrial production slowed 

down in January 2022 expanding by 3% yoy, as production of the 

electricity dipped in negative territory by -7.6% yoy due to 

interruption in production facilities.  

On the other hand, Mining and quarrying entered the positive area 

in Jan-22 reporting increase by 6% yoy after three months of deep 

negative dynamics. At the same time, Manufacturing reported 

strong growth by 8.4% yoy headed by Manufacture of basic metals 

(+26.1% yoy) and Manufacture of fabricated metal products (+15% yoy).  

Opposite to improved annual performance, key categories of industry 

contracted on monthly levels, except for Mining and quarrying positive 

performance by 2.4% mom. On the other hand, Manufacturing slipped 

in negative territory being down by mere -0.4% mom, followed by more 

prominent fall of electricity production (-1.9% mom). 

 

Nevertheless, for now we are not convinced that B&H industrial 

production would be affected in large scale with introduced oil/gas 

sanctions and reduced import from Russia, because our manufacturing 

industry is not gas driven but coal and hydro electricity costs driven in 

terms of overall energy costs, thus being better placed compared to 

some other EU countries. Based on these facts we have penciled in 

industrial growth to decent 5% yoy in 2022. 

 

 

 

 

 

 

 

 

Correlated dynnimcy over period  

Key industrial categories 

External trade dynamics 

Real sector developments 
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Source: BHAS, Raiffeisen RESEARCH  
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Retail sales expanded further in January 2022 by 

17.8% yoy reflecting fade off COVID-19 impact and 

rise in inflation 

 
Retail sales index shifted into higher gear from the February 2021 moving 

upwards throughout the period ending the year 2021 with strong double-

digit growth by 18.1% yoy driven by both low base from the previous year 

as well as private consumption strengthening. The start of year 2022 

brought further positive developments with retail sales index 

further expanding at similar growth pace (+17.8% yoy) in January 

2022 partially driven by low base form the January 2021 (-2% yoy), but 

also by rising inflation. The fade off impact of COVID-19 crisis is ongoing 

with no reasonable assumption of potential new wave or new lock down 

which could negatively affect dynamics in the sense of retail sales 

turnover. Retail turnover growth in January was led by increase in 

automotive sales category by 30.1% yoy, followed by double digit 

growth in non-food segment by 20.8% yoy and 6% yoy in food 

segment. Continued oil price growth was reflected in automotive sales 

growth with strongest growth within the index. However, the largest 

category within the index, non-food category, making over 50% of total 

retail turnover recorded double digit surge driven by retail sales of other 

goods growth (+29.6% yoy) and retail sales of textiles, clothing, footwear 

and leather articles (+40% yoy). On monthly level, consumer spending 

bounced back strongly in January by 3.8% mom considering rising 

inflation and increased consumer demand. During the course of the 

year 2022, retail sales turnover would be affected by further 

inflation pressure and still solid private consumption especially in 

the first half of the year boosted by excessive grocery and inventory ling 

effect due to risen fear of war conflict and rising inflation locally. Also 

expected increase of oil price, and other commodities and raw materials 

strongly correlated with war in Ukraine and sanctions toward Russia 

which would ultimately result with steep inflation surge in the H1 2022, 

would encourage mass purchasing effect. Hence, in line with lates 

forecast revision, we expect retail sales index to rise 8% yoy in 

2022 slowing down in 2023 at expected growth rate by 5.5% yoy.   

Labor market have recorded mainly positive trends in 2021 within both 

official and Labor Force Survey (LFC) statistics. Official statistic showed 

results of employment/unemployment categories on better level in 

comparison with pre-covid period (unemployment rate as of Dec-21: 31% 

vs Dec-19: 32.6%). Still there is limited increase of number of employed 

persons (2021: 834,8 thsd, 2019: 830,4 thsd) with more pronounced 

positive trend of decline in unemployed persons (2021: 375,8 thsd, 2019: 

401,8 thsd). On the other side, LFS shows stagnation of BH labor market 

with estimated unemployment rate 16.1% and number of employed 

persons at 1.2 mn (+6 thsd yoy) and number of unemployed persons 226 

thsd (+5 thsd yoy). We foresee continued trend of stagnation to 2023 

period at labor market (unemployment rate at 16.1%) as reflection 

of economic deceleration due to new adverse economic scenario 

developed in mid-March. Wage dynamics shows persistent growth by 

4.5% yoy in 2021 with estimated further growth pressure around 

4% yoy in 2022 which would have limited demand driven 

inflationary pressures in B&H, especially with continued trend of labor 

force migrations to the West (brain drain). 

 

Labour market categories   

Retail sales categories 

Retail sales dynamics 

 

Retail sales and Labour market  
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Source: BHAS, Raiffeisen RESEARCH 
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Challenging inflation pressure will be name of the 

game in 2022 
 

The last quarter of 2021 and beginning of 2022 brought elevated 

inflation dynamics, with Q4’21 average inflation of 5.4% yoy with 

further pressure intensifying in Jan-22 resulting with inflation 

rate of 7% yoy, the highest rate since 2008. There were several 

essential drivers - categories with inflationary rates > 5% yoy, which 

are culprits for this pronounced trend. The key categories with the 

largest contribution to overall CPI dynamics in January 2022 that were 

mostly connected with global energy price surge were Transportation 

being up by 13.7% yoy and Housing (including electricity, gas etc.) 

gaining 6.1% yoy. As said, it is reflection of sizeable growing trend of 

energy prices (electricity, fuel, gas, etc.) at global and regional markets 

spilling over on local market. Apart from that, category with alarming 

double-digit rate is Food and Non-alcoholic beverages raising by 

11.9% yoy because of global price surge at the food markets. There are 

several reasons being tailwind to global price increasing trend such as: 

weather conditions at global level (Canada, Russia, Brazil), disorder 

within supply chains (ongoing Covid-19 issue) and robust food demand 

(China).  

However, these figures of rising inflation still do not include 

extraordinary event happened with Russia’s invasion of Ukraine. Russia 

is the second largest exporter of oil after Saudi Arabia and the 

largest exporter of the gas in the world (approximate share in 

European gas import is 40%). Immediate response in days after the war 

was declared, were banning of Russian oil supply by the US and the UK, 

while more and more Western European companies have self-

sanctioned themselves from trading/purchasing Russian crude oil. 

Moreover, the European Commission (EC) has come up with a 

Repower EU plan to substantially reduce gas dependence on 

Russia already by the end of this year. With the Western world 

staying firm on introducing new economic sanctions against Russia, the 

risk of a full or partial ban of Russian gas exports (either by the EU or by 

Russia) has increased, in our view. Consequently, we are witnessing 

additional CPI skyrocketing trend and significant additional 

disruptions at the regional and global supply markets in relation to 

commodity shock ongoing (fuel, flour, edible oil, etc.).  

Therefore, due to strong correlation with global trends and spillover 

effects, we foresee inevitable and sharp inflation surge in Feb/Mar 

2022 around 8-9% yoy. We expect extended high inflation pressure 

during H1 2022 with slightly downsizing in H2 2022. The get the overall 

picture, according to our Adverse scenario including Ukraine 

conflict and energy sanctions, we have estimated annual inflation 

substantially up to 6.1% yoy in 2022 with elevated inflation level of 

3% yoy in 2023. Currently, we can see activities of B&H Parliament in 

terms of stabilization steps context of accelerating price development 

with adopting of changes on excises and VAT Laws. The B&H House of 

Representatives adopted the Proposal on Amendments to the Law on 

Excise Duties and the Proposal on the Amendments to the Law on VAT 

but adoption by urgent procedure of the amendments has failed at the 

B&H House of Peoples, due to lack of entity majority and it has to be 

considered by ordinary procedure. However, neither regular procedure 

resulted with the adoption of proposed measures which would have 

severe negative reflections of inflationary spiral pace within B&H 

economy.  

 

 

 

 

 

 

CPI categories growth % 

 

CPI (% yoy) 

 

Inflation  

Skyrocketing inflation in 2022 
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Source: CBBH, Raiffeisen RESEARCH  
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Excessive liquidity of the sector with restrained 

lending side and stable deposits dynamic 

 
At the end of January 2022, banking sector in B&H have recorded two 

different trends: growth of fundamental positions on year-on-year level 

and stagnation on month-on-month level.  

Annual data is reflecting asset growth (overall amount BAM 36.4 

bn, +7.9% yoy) where we can highlight liquid asset and loan portfolio as 

the main drivers for mentioned growth. 

Increase of liquidity indicators are reflected with strong double-digit 

growth of required reserve within the Central bank and excess 

funds over the required reserve held in the Central bank. These 

positions recorded robust increase (+19.9% yoy and 29.3% yoy, 

respectively), which highlighting over liquidity of B&H banking sector. In 

essence, the growth of liquid assets is driven from the multi-year trend 

of unequal growth of the deposit base and loan portfolio. 

Loan portfolio (BAM 20.9 bn) have recorded a modest growth by 

3.5% yoy, primarily based on retail segment increase (+5.3% yoy) while 

corporate segment lagged behind with growth (+1.8% yoy). Within retail 

segment, the largest category is non-purpose loans (BAM 7.6 bn) with 

solid rise (+4.4% yoy) triggered by consumption recovery, while, on the 

other hand, mortgage loans (BAM 2.3 bn) are improving with 

impressive double-digit growth (+10.2% yoy) with similar 

improvement within loans for new apartments and existing apartments. 

In general, mortgage loans showing resilience during the crisis period. 

Corporate portfolio side (BAM 9.2 bn) is showing some impulse of 

recovering (+1.8% yoy) after pandemic shock during 2020 but growth 

pace is still under pre covid level (average monthly growth in 2019 was 

+4.3% yoy). It is obvious that the economy has not started with 

significant investment cycles yet, and lending to corporate clients does 

not have satisfactory dynamics in that context.  

On the funding side, corporate deposits (BAM 7.5 bn, +18.4% yoy) and 

public sector deposits (BAM 3.9 BAM, +26.0% yoy) predominately fueled 

overall deposits (BAM 27.9 bn, +11.7% yoy). Nevertheless, retail 

deposits (BAM 14.8 bn) are still dominated category of deposits (share 

52.8%) with solid rate of growth (+6.4% yoy). In modern history of B&H 

banking sector deposits base recorded negative growth rate just in one 

year (2008) while in others reported greater or lesser growth. Based on 

that, in stable economic circumstances, it is reasonable to expect further 

positive dynamic of deposits. 

If we analyze month-on-month level, B&H banking sector shows some 

stagnation steps with changes below 1%. Negative side is slight declining 

rate of loan portfolio (-0.7% mom), while, on the other side, deposits 

base shows resistance with slight improvement (+0.4% mom) where 

corporate segment still shows more dynamic development (+2.5% mom). 

Before mentioned discrepancy of loan and deposit trends has a 

reflection on L/D ratio with falling from 75.7% to 75.0% at the end of 

January 2022. 

In course of 2022-2023, within Adverse scenario that incudes decelerated 

economic growth, we also foresee deceleration of loan portfolio on 

average (+3.2% yoy) dynamics especially on a corporate side 

(+2.2% yoy), while on deposit side we foresee somewhat lessen 

growth 8% yoy in 2022, led by corporate growth of 9% yoy and 

retail deposit growth by 6% yoy.  

Initial vs Adverse scenario 

Loans dynamics  

 

Deposits dynamics  

Banking sector  
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Decelerated GDP growth in Adverse baseline 

scenario – key pillars exports and consumption 
 

After start of Russian invasion and the war in Ukraine on 24 February 

2022 and introduction of punitive economic sanctions to Russia by the 

EU as countermeasure (and there is more to come), a complete global 

economic outlook change was triggered for 2022 and 2023. Trade 

is already affected by the sanctions in large scale. Given the 

importance of the energy market to both sides, Russia as supplier and 

EU as importer, the sanctions relating to this sector remain a decision 

that has not been considered as the first response to an escalation, but 

the situation would worsen even further if sanctions were to target the 

energy sector (oil and gas) or important raw materials. 

That said, the energy market is already seeing consequences of recent 

events in the form of rising prices of oil and gas, which made us move 

in that direction when tackling our projections for 2022-2023. 

Hence, in line with euro area deceleration of real economic growth in 

Adverse scenario as a result of substantial cut in trade of the gas and 

oil with Russia resulting with the EA real GDP growth of 3% yoy in 2022 

an 1% yoy in 2023, our real GDP growth in Bosnia and Herzegovina 

in 2022 is penciled in at modest level of 3.2% yoy (downsized by 40 

bps compared to initially expected growth before the war in 

Ukraine and sanctions to Russia occurred), followed by continuously 

elevated inflation throughout 2022 hitting new record highs in the first 

half of the year, resulting with average inflation level of 6.1% yoy. 

In 2023, we stick to more conservative scenario of minimum 

growth of the key GDP drivers with overall growth reaching 3% 

yoy, accompanied with ongoing inflation pressure settling at still 

somewhat elevated level of 3% yoy on average.  

 

Breaking down the key categories of expected GDP growth in 2022, 

exports of goods and services is expected to be still strong 

around 15.2% yoy positively impacted additionally by nearshoring that 

has already started in 2021 especially in the metal sector, machinery 

parts and automotive industry and low base effect driven rebound in 

services sector. However, potential import growth is prone to upside 

risk due to inflation skyrocketing in 2022, which could downsize the 

positive impact of expected excellent exports dynamics to overall 

neutral level.  

The largest category in the GDP structure - private consumption is 

expected to be moderate (+2.2% yoy) and along with exports will be 

the key drivers of the economic growth. On the other side we have cut 

down private investments to 6% yoy as we do not expect 

substantial inflows in that matter due to risen uncertainty related to 

war conflicts and also low and suppressed credit demand. In terms of 

government consumption, we expect modest growth in the 

election year by 1.6% yoy, especially considering substantial taxes 

inflow in 2021 and reserves for this year which are also expected to be 

downsized by potential cutting down the excise tax on oil and oil 

derivatives and adjust VAT for necessities/food supplies to 5%. All in all, 

first economic effects of the Ukraine war in B&H which were mainly 

replicated on the financial sector and spilled over Sberbank crisis 

have been maintained well so far, without destabilizing threats. 

What is yet to see is how B&H authorities would handle inflation 

challenge in the mid period, as the most severe threat to overall 

economic flows, especially after fiasco of first proposed measures to 

be implemented to soften the negative impact on rising prices.    
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