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Banks’ investments in foreign assets by increasing
holdings in deposit accounts with foreign banks
continued in 2024 due to the continuing high level
of interest rates in the euro area, which, among other
things, contributed to the interest income growth and an
increase of the banking sector pro tability in the current
year. Cash and reserves with the CBBH, as the most
important item of liquid assets, also increased by 4.3%
compared to the previous year, however, the growth
of liquid assets, as in the previous year, was mostly
achieved on the basis of the already mentioned increase
of deposits with banking institutions abroad. The growth
of the securities portfolio was achieved through an
increase of banks’ investments in the securities of the
Entity governments, with the growth of investments in
non-resident securities continuing this year, although
at a lower intensity compared to 2023. The growth was
partially limited as decisions of the Entity agencies to
limit bank exposures to foreign central banks and foreign
central governments were in e ect?.

In 2024, the banking sector exposure to government
sector increased compared to the previous year, staying
still at a moderate level, and therefore the risks to

nancial stability arising from government sector are not
signi cant. According to the data of the CBBH monetary
and nancial statistics, the total banking sector exposure
to government sector at the end of 2024 amounted to
KM 3.76 billion, being higher by KM 460 million or 14%
compared to the previous year. In 2024, banks increased
their exposure to government sector on the basis of loans
to government institutions and on the basis of purchases
of the Entity securities, thus the share of government
debt in the total banking sector assets increased by 32
bp, to the level of 8.3%. At the level of the entire banking
system, the exposure to government sector at the end
of 2024 was at the level of 74.3% of the banking system’s
regulatory capital.

Graph 5.2: Changes of the Most Important Items of Banking Sector
Assets

40.0%

30.0%

S A

-10.0%

-20.0%

-30.0%
2017 2018 2019 2020 2021 2022 2023 2024

I sccurities [ Loan

portfolio

Foreign assets, [ Cash and reserves
deposits with the CBBH

Source: FBA and BARS, CBBH

2 In the FBH, the exposure is limited to 100% of the recognised capital,
and in the RS to 50% of the recognised capital. At the end of the third
quarter of 2024, the BARS adopted the Decision on amendments to
the Decision on temporary measures to limit exposures limiting banks’
exposures to foreign central banks and foreign central governments
up to 50% of recognised capital, applicable from 31 December 2024,
“Official Gazette of Republika Srpska’; 84/24.

The acceleration of overall lending was supported by
the stabilisation of macroeconomic circumstances,
primarily through a decrease of in ation and growth
of disposable income, a relatively stable level of
interest rates on the domestic market and relaxation
of lending standards for household loans, with
constant increase of domestic sources of nancing.
The dynamic growth of the total loans was largely the
result of a strong growth of loans to households and
non- nancial private companies. The total loans at the
level of BH banking sector amounted to KM 25.8 billion,
and credit growth was achieved in the amount of KM
2.26 billion or 9.6%. Of the total loans, KM 12.84 billion
or 50% refers to loans to households; KM 10.44 billion
or 40.5% on loans to private non- nancial companies,
while loans to government institutions accounted for
KM 957 million or 3.7% of the total loans. There were
no signi cant changes in the structure, and the share of
loans to households, the share of loans to non- nancial
companies, as well as the share of claims on government
institutions in the total banking sector assets remained
at approximately the same level as in the previous year
(Graph 5.3).

Graph 5.3: Banking Sector Assets
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In the circumstances of moderate growth of economic
activity, an exceptionally high credit growth was achieved
in the household sector (9.5%). Due to the personal
consumption increase, general consumption loans
increased by KM 708 million or 8%, while the highest
percentage growth was seen for housing loans (15.7%),
and their share in the total loans slightly increased
compared to the previous year amounting to 24%. The
strong growth of lending in household sector can be
partly attributed to the easing of lending standards,
which, according to data from the Bank Lending Survey,
was recorded in 2024. The results of the Survey indicate
a lower perception of credit risk in household sector
throughout the observed period, with the exception of
the last quarter of 2024, when the standards for granting
consumer and general-purpose loans were tightened
compared to the previous quarter. Growth of household
demand for housing, as well as consumer and general-
purpose loans, was maintained throughout all the

quarters of 2024.
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At the same time, tightened nancial conditions for
loans to companies stabilised at a relatively high level
throughout the observed period, with the exception
of the last quarter of 2024, when lending standards for
short-term loans to companies were relaxed. Despite this,
lending in the sector of private non- nancial companies
was more intense compared to the previous year, the
annual credit growth rate of this sector being 8.4%.

In 2025, the dynamic growth of household loans
is expected to continue, in line with the expected
growth of personal consumption, real estate prices and
consumer prices. The projected credit growth of private
non- nancial companies in 2025 is less intense than
the growth of loans to households, due to the gradual
tightening of nancial conditions and the expected
increase in interest rates on loans to corporates.

Financial conditions on the domestic market
remained favourable during 2024, despite the
slight increase in average interest rates recorded on
annual basis. The easing cycle of the ECB’s restrictive
monetary policy, which began in June 2024, began
to spill over to nancial conditions on the domestic
market to a milder extent from the last quarter of
the current year. However, it can be concluded that
domestic interest rates are still slow to react, given
that the key in uence on the movement of interest
rates in BH is the term structure of sources of funds,
dominated by short-term domestic deposits with still
extremely low nancing costs for banks. In 2024, the
average weighted interest rate on loans to households
increased slightly by 12 basis points, to the level of
5.58%, while the average weighted interest rate on loans
to private non- nancial companies increased by 27
basis points, and amounted to 4.36%. From the fourth
quarter of 2024, there is a slight drop in interest rates on
household loans, which continued in the rst quarter
of 2025, when interest rates on household loans were
reduced by 22 basis points compared to the average
interest rate from 2024. The average weighted interest
rate on loans to private non- nancial companies in the

rst quarter of 2025 also fell by 22 basis points compared
to the average interest rate in 2024 (Graph 5.4).

Graph 5.4: Average Weighted Interest Rates on New Loans
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Since the spillover e ects in BH associated with the
growth of interest rates in the euro area were much milder
and slower, the e ect of their reduction is also absent,
and domestic interest rates are still slow to respond to
the ECB’s monetary policy relaxation, which began in
June 2024. Domestic banks are able to maintain interest
rates on loans at relatively stable levels throughout the
observed period thanks to low funding costs, given
that the structure of banks' sources is dominated by
deposits of domestic resident sectors, which account for
as much as 78.8% of the total liabilities of the banking
sector. Almost three quarters of this refers to deposits
on transaction accounts and demand deposits, whose
interest rates are continuously at extremely low levels?,

The reference rates for the average weighted funding
cost of banks in BH also show that there have been
no signi cant changes in the of bank funding cost in
BH. Based on the movement of the six-month reference
rate for KM and EUR currencies?, it can be concluded
that the cost of bank funding in BH is stable, and that the
reference rates of the average cost of bank funding in BH
are still at low levels (Graph 5.5). The slight increase in
funding costs from the third quarter of 2024 was primarily
in uenced by funding with special-purpose instruments
that banks use to meet the Minimum Requirement for
Own Funds and Eligible Liabilities (MREL). As a rule, MREL
instruments are always more expensive sources, because
they are more risky, that is, they can be converted into
capital if necessary or written o  in the case of resolution
of the credit institution. Average weighted interest
rates on term deposits of households and companies
increased slightly in 2024. Funding from domestic
currency sources is signi cantly cheaper than from euro
sources, and in the last eight quarters, a somewhat more
dynamic increase in the six-month reference rate for EUR
sources compared to KM sources has been observed. At
the end of the fourth quarter of 2024, the 6M RRFC3 for
KM was 0.42%, while the 6M RRFC3 for EUR was 1.21%.

Graph 5.5: Trends of EURIBOR and Interest Rates in BH
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2 Described in details in the Chapter Households

22 Since October 2023, the CBBH has been publishing RRFC3 for the KM
and EUR currencies, and for maturities of 3, 6 and 12 months, on a
quarterly basis on the CBBH statistical portal (link: http://statistics.
cbbh.ba/Panorama/novaview/SimpleLogin_cr_html.aspx).
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Given the banks’' focus on domestic sources, the funding
costs of banks operating in the country will remain low
in the coming period as long as the structure of funding
sources is dominated by transferable and demand
deposits.

In accordance with the medium-term projections of
macroeconomic developments in the country, a gradual
continuation of a slight increase in interest rates on term
deposits and an increase in reference rates is expected in
2025. However, the pressure on increasing interest costs
on domestic sources of funds is not signi cant, given
that the nancial market in BH is still underdeveloped
and the possibilities for alternative forms of investment
of surplus funds available to households are limited. Also,
a very small number of depositors in BH has deposits of
signi cant amounts, while the largest number of citizens’
deposits relate to deposits of very small amounts
(described in more detail in the Chapter Households),
which is why it is realistic to expect that a signi cant
amount of funds will continue to be held in transaction
and current accounts on which banks pay negligible
interest rates/fees on average. As a result of the above,
it is evident that, in the current circumstances, banks
believe that they can maintain a moderate, yet stable
growth in deposits, which will be su cient to nance
credit demand, with a limited increase in interest rates
on deposits.

The strong growth in lending to the private non-
nancial sector resulted in a reduction in the
negative gap of the private sector credits to GDP,
which indicates a gradual recovery of the nancial
cycle (Graph 5.6). The graph shows the assessment of
the nancial cycle for BH, based on two basic indicatorsZ.
The credit-to-GDP gap is a reference or benchmark
indicator for assessing the credit cycle and is expressed
in percentage points (right axis of the Graph). The
composite indicator is created based on a larger number
of individual nancial and economic indicators that have
been found to signi cantly re ect the nancial cycle of
BH, and is expressed in standard deviations (left axis of
the Graph). The dynamics of both indicators are similar
and show a very high positive gap in the initial period
shown in the Graph, while in the more recent period it
suggests that the negative gap is gradually closing.

% The Methodology for assessing the financial cycle for BH was
developed in accordance with the recommendations of the Basel
Committee on Banking Supervision (BCBS) and was partially adapted
to the domestic economy and available data series. It is described in
detail in the Financial Stability Report for 2021 (Text Box 4: Assessing
the Financial Cycle for BH) at the following link: https://www.cbbh.ba/
Content/Archive/575.

Graph 5.6: Assessment of Financial Cycle for BH
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The credit-to-GDP gap shows a positive cycle of as much
as 20% during 2008, followed by a sharp slowdown in
lending, and the credit cycle entered negative area in
the rst half of 2016. From then until the second quarter
of 2021, the cycle moved around its long-term trend
with minor positive and negative deviations. Since the
third quarter of 2021, the nancial cycle in BH has been
in a downward phase and the negative gap has been
continuously deepening until the end of the rst quarter
of 2023, when it even amounted to -13.9%, indicating
extremely weak credit activity without tangible risks
of overheating. Thanks to the strengthening of credit
activity, since the second quarter of 2023, the negative
gap has been slightly decreasing and at the end of the
last quarter of 2024 it amounts to -5%. Although the
indicator is still in negative territory, the nancial cycle in
the last six quarters has been marked by strong growth
in lending to the private non- nancial sector. The growth
of lending is particularly pronounced in the household
sector, especially in the segment of non-purpose loans,
while the rate of growth of housing loans in the same
period is signi cantly stronger, given the strong growth
in real estate prices and high demand. At the same
time, the growth of loans to non- nancial companies
accelerated strongly until the middle of 2024, only for
the growth rate of these loans to slow down slightly in
the last two quarters. In accordance with the results of
the CBBH assessment, the nancial cycle should reach its
long-term trend by the end of 2025, after which, under
unchanged circumstances, it would enter the expansion
phase.

The composite indicator of the nancial cycle has been
positive since the third quarter of 2024, after twelve
quarters of negative values, and in the last quarter of
2024 it is 0.36 standard deviations. The pre-crisis period
also indicates signi cant overheating with a gap of over
3 standard deviations.
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However, the transition into negative territory occurs
much earlier compared to the benchmark indicator
- already at the end of 2011, which is a consequence of
the faster reaction of non-credit indicators. The positive
value of the composite indicator in the recent period is
signi cantly contributed by the strong growth in real
estate prices, as well as the growth of net interest income,
the reduction of non-performing loans, indicators from the
labour market, and foreign borrowing. On the other hand,
as already mentioned in accordance with the results of the
credit-to-GDP gap indicator, most of the included credit
indicators, together with stock market index indicators,
still contribute negatively to the composite indicator of
the nancial cycle.

The results of the analysis of the level of cyclical risks based
on data for the fourth quarter of 2024 are presented in the
Heat map. The average weighted rating of all indicators
in the fourth quarter of 2024 is 6, and for the rst time
since the analytical framework was developed, it indicates
increased systemic risks. Most of the indicators point that
there has been a transition to the upward phase of the
cycle. The positive value of the composite indicator of
the nancial cycle, together with other credit indicators
(nominal annual growth of bank loans to the private
sector, growth of total loans to the private sector, growth
of household loans, as well as loans of non- nancial
companies) indicates the strengthening of cyclical risks.
Credit condition indicators such as narrowing interest
rate spreads, due to a narrowing di erence between

active and passive interest rates, and credit standards for
approving loans to households in the housing category, as
well as loans to non- nancial corporations, also contribute
positively to the overall score.

The dominant generator of growth in banking sector
liabilities continues to be the growth of deposits
of domestic sectors. Stronger growth compared
to the previous year was achieved in conditions of
weakening in ationary pressures, growth in real wages
and increased remittances from abroad. Household
deposits, especially sight deposits and deposits with
a maturity of 1 to 3 years, recorded signi cant growth
during 2024, which con rms citizens’ con dence in the
stability of the BH banking sector. Total resident deposits
at the end of the year amounted to KM 33.76 billion and
increased by 9% compared to the end of 2023. In 2024,
the largest contribution to growth was made by deposits
of private non- nancial companies, which accounted for
23.6% of total deposits of domestic resident sectors, and
household deposits, which accounted for 52.1% of total
deposits (Graph 5.7). Deposits of private non- nancial
companies amounted to KM 7.98 billion at the end of 2024,
recording an increase of 14.6%, while household deposits
amounted to KM 17.8 billion and increased by 10.2%
compared to the previous year. Also, deposits of other
domestic sectors recorded an increase in 2024 of 11.5%
compared to the previous year. On the other hand, deposits
of government institutions and public companies recorded
aslight decrease compared to the end of 2023.

|Ba5ic CCyB indicators

Private sector bank loans to GDP gap
Total loans to GDP gap
Index of the nancial cycles

Annual change of private sector bank loans to GDP ratio

Credit indicators

Nominal annual growth of private sector bank loans
Nominal annual growth of private sector total loans
Nominal annual growth of non nancial companies loans

Nominal annual growth of household loans

Real estate market indicators

Newly approved non nancial companies loans to GDP ratio (last four quarters)
Newly approved household loans to GDP ratio (last four quarters)

Nominal annual growth of real property prices

Annual change of real property prices index

Current account de cit to GDP ratio (annual)

Credit terms indicators

Spread of interest rates for non nancial companies
Spread of interest rates for households

Credit terms for approval of non nancial companies loans
Credit terms for approval of household housing loans

Credit terms for approval of household consumption loans

Source: CBBH
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Graph 5.7: Sector Structure of Residents' Deposits Graph 5.8: The Total Deposit Structure by the Remaining Maturity
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According to CBBH data, the most intense growth in
2024 was achieved by household deposits on transaction
accounts (KM 1.26 billion or 17.35%) and long-term
deposits (KM 678.4 million or 15.7%); short-term deposits
grew by KM 12.6 million or 3.1%; the only decline was
recorded in sight deposits by KM 357 million or 8.8%.
At the end of 2024, a-vista deposits make up as much
as 69.3% of total household deposits, with deposits on
transaction accounts accounting for 48.2% and sight
deposits with 21.1% of total household deposits. On an
annual basis, the trend of decreasing the share of long-
term time deposits was stopped in 2024. The share of
long-term deposits in total household deposits increased
by 1.4 percentage points compared to the previous year,
and amounts to 28.3%. However, in the rst quarter of
2025, certain oscillations were again noticeable and the
share of long-term time deposits in the total household
deposits decreased slightly. The dominant growth of
deposits on transaction accounts, which continued
in the rst quarter of 2025, is contributed by the still
low average passive interest rates on term deposits of
households. The average weighted interest rate on term
deposits of households in 2024 recorded an increase
of 31 basis points compared to the previous year and
amounts to 2.1%. The strengthening of in ationary
pressures, along with still relatively low passive interest
rates, does not contribute to the population’s motivation
regarding term deposits, especially in the long term.

The maturity structure of sources of funds did not
change signi cantly in 2024. Domestic sectors’
preferences for term deposits did not increase,
despite a slight increase in interest rates on term
deposits. Deposits with a maturity of 1 to 7 days grew by
10.6% in 2024, and their share in total deposits increased
by 1 percentage point, to the level of 71.2%. The most
signi cant increase of 23% was achieved by deposits
with a maturity of 91 to 181 days and their participation
increased to 4.2% in total deposits. Only deposits with
a maturity of 1 to 5 years were slightly reduced in 2024
compared to the previous year by 2%, and they account
for 12% of total deposits. The share of long-term deposits
with a remaining maturity longer than 5 years is only
0.3% of total deposits (Graph 5.8).

5.1.2. Resilience of the banking sector to
risks and stress tests

In 2024, the BH banking sector remained stable and
resistant to risks in a somewhat more favourable
macroeconomic environment compared to the
previous year. The overall assessment of nancial
health indicators point that the resilience of the
banking sector has increased compared to the
previous year, since the values of the capitalisation
indicator have recorded growth, the trend of gradual
improvement in asset quality has been maintained,
indicators in the pro tability segments have
improved, and high liquidity has been preserved
(Graph 5.9). In the coming period, credit risk can be
expected to strengthen, given the strong credit growth
and increased risk perception in the macroeconomic
environment, and a slowdown in the pro tability
growth trend under the in uence of pressure on the
growth of nancing costs, weaker growth in interest
income and growth in operating costs. Potential
deterioration in asset quality associated with a weak
recovery in economic activity and increased interest rate
risk could also reduce the pro tability of the banking
sector. Increased risks coming from the international
macroeconomic environment and spilling over into
domestic macroeconomic developments and the
expected strengthening of in ation in 2025 will continue
to put pressure on the ability to properly service the
obligations of the corporate sector, while credit risk
in the household sector is signi cantly mitigated by
the growth of real wages. Strong credit growth in
the segment of general-purpose loans potentially
contributes to the strengthening of credit risk in this
sector. The growth of interest rate risk is associated with
a potentially more signi cant pressure on the growth of
the costs of nancing sources, which, together with the
strong growth of long-term lending at a xed interest
rate, increases pressures on the net interest margin.
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Graph 5.9: Chart of the Banking Sector Financial Soundness
Indicators
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The BH banking sector is adequately capitalised at
the end of 2024 and all banks in the system meet
the prescribed regulatory requirements regarding
capital adequacy measured by the capital adequacy
ratioand the nancial leverage ratio. The Tier 1 ratio at
the end of 2024 stood at 18.71%, the Common Equity Tier
1 capital ratio at 18.69%, while the nancial leverage ratio
at the system level at 10.65% (the regulatory minimum
is 6%). The Tier 1 and the Regulatory capital ratios
remained at the same level as at the end of the previous
year, while the nancial leverage ratio improved by 54
bp, contributing to higher capital adequacy assessment.
The biggest impact on the growth of the value of the Tier
1 capital and the Common Equity Tier 1 capital at the
system level was the inclusion of realised pro t in the
Tier 1 capital.

The total risk exposure of all banks in the system at
the end of 2024 reached KM 25.6 billion, which is an
increase of KM 3.6 billion or 16.2%. At the system level,
the structure of total risk exposure has not changed
signi cantly compared to the end of the previous year,
and banks are most exposed to credit risk (91.5%), while
operational and market risk exposures make up 7.8%
and 0.7% of total risk exposure.

The results of the solvency stress test show that
the banking sector of BH, at the current level of
capitalisation, isable towithstand the materialisation
of risks under both hypothetical adverse scenarios.
With the aim of assessing the resilience of the banking
sector to various negative shocks, adverse scenarios
were modelled for the rst time in such a way that
they di er not only in the intensity of the shock, but
also in its nature - the rst is based on a shock from the
demand side, while the second assumes a shock coming
from the supply side. This year’s stress test includes the
quanti cation of market risk, and the results show that
banks are resistant to changes in the yield on securities
held in fair value portfolios.

Stress testing in the period from 2025 to 2027 is
conducted using three di erent scenarios, namely the
baseline and two adverse scenarios. The quanti cation
of the scenario includes projections of macroeconomic
and nancial variables - such as real GDP, in ation,
credit growth, interest rates on loans to households and
corporates, and real estate prices (Table 5.2).

Table 5.2: Main Assumptions in Baseline and Adverse Scenarios

20 Baseline scenario Adverse scenario 1 Adverse scenario 2
e 2025 2026 2027 2025 2026 2027 2025 2026 2027

Macroeconomic trends

Real GDP 2.5 2.6 2.8 30 -4.0 10 2.0 -41 -0.8 30
In ation (%) 17 19 2.0 2.0 14 16 2.0 30 5.0 25
Real property prices 116 29 11 40 0.2 34 2.5 2.0 -43 5.0
Conditionsonthe nancial market

Interest rates for households (%) 56 5.6 57 5.7 5.6 5.7 5.7 6.0 6.8 6.8
Interest rates for corporates (%) 44 47 49 5.0 5.0 53 53 52 6.3 6.3
Household credit growth 84 58 54 55 45 4.2 44 44 20 35
Corporates credit growth 8.2 51 4.7 5.0 -0.2 24 30 0.9 18 30

Source: CBBH

Note: Data for the macroeconomic trends and credit growth is the annual rate of the change presented in percentage.
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According to the o cial projections of the CBBH from
November 2024, used as the baseline scenario, BH can
expect a continuation of moderate-positive economic
growth in the medium term, which will be accompanied
by a stable and uniform in ation rate (Graphs 5.10a
and 5.10b). Stronger household purchasing power
will maintain the demand for residential real estate
at a high level, which, along with limited supply, will
result in continued growth in real estate prices, albeit
at signi cantly lower rates compared to previous years.
Regardless of the easing of monetary policy by the ECB,
interest rates on the domestic market have slow response
to these changes, and interest rates are expected to
rise both in the corporate sector and in the household
sector. Robust credit growth is expected in both credit
categories throughout the entire stress testing horizon,
but still at slightly lower rates compared to 2024. Loans
to households will continue to be the key driving force
behind overall credit growth, with stronger growth rates
throughout the testing years.

Graph 5.10a: Real Growth of GDP
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Graph 5.10b: Inflation Rate
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In addition to the intensity of the shock in this year’s
stress testing, the adverse scenarios also di er in the
key drivers of recessionary movements. Adverse scenario
1is based on a shock on the demand side, while adverse
scenario 2 is based on a shock arising from the supply
side. In the demand schock scenario, a global recession,
a trade war and adverse economic conditions in the EU
would also have a negative impact on the BH economy.

Considering the connection of the BH economy with that
EU market, there would be a drop in exports, a decrease
in industrial activity and employment. Furthermore,
global economic instability could lead to a decrease in
remittances, fewer tourist arrivals and lower household
consumption, which would slow overall economic
growth. The second adverse scenario assumes a shock
on the supply side as the key driver of the economic
contraction in the tested period. Geopolitical tensions
that disrupt the supply chain would lead to a sharp
increase in food and energy prices and, together with
the internal structural weaknesses of the state (risk of
weather disasters), result in an interruption or reduced
production, loss of market for BH companies, and
consequently impaired labour market indicators and a
decline in overall economic activity. A common feature
of both scenarios that the intensity of materialisation of
shocksishighestinthe rstyearoftestingwhenanalmost
equal drop in real GDP is expected in both scenarios.
In the second year of testing, the demand scenario
assumes a gradual recovery from recession, with modest
GDP growth until the end of the time horizon, while the
supply shock scenario assumes a two-year recession,
and economic recovery can only be expected in the nal
year of testing. The two scenarios also assume di erent
in ationary trends, so in the demand shock scenario, a
signi cantslowdowninin ationary pressuresisassumed
during the rst two years of testing, while on the other
hand, the supply shock scenario assumes a sharp
increase in in ation in the rst two years, signi cantly
above the baseline scenario, and a slowdown only in the
last year to a moderate level. The movement of interest
rates also di ers between the two scenarios, given that
the demand shock scenario assumes a continuation of
the ECB’s relaxing monetary policy, while the supply
shock assumes a restrictive monetary policy by the ECB
to suppress in ationary pressures. Interest rates on loans
to households in the demand shock scenario recorded a
slight decline compared to the baseline scenario, while
in the supply shock scenario they would have recorded a
signi cantincrease inthe rsttwo years of testing. On the
other hand, corporate loan interest rates are projected to
rise under both scenarios, with a much sharper increase
in the supply-side shock scenario. Credit activity of the
household sector remains strong in both scenarios,
due to the growing need to nance basic consumption
during the recession. In contrast, corporate credit
activity decreases in 2025, especially in the demand
shock scenario, with a gradual recovery in the following
years. As a result of negative economic conditions, both
in the country and abroad, a signi cante ect of slowing
down or decline in real estate prices is projected in both
adverse scenarios.

The impact of stress tests on the capital adequacy ratio
was quanti ed based on the initial balance as of 31
December 2024. At the end of 2024, the banking sector
showed considerably greater resistance to assumed
shocks compared to the previous year, due to favorable
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initial performance indicators, including the high
capitalisation rate of all banks in the sector, improvement
in asset quality, and the highest annual net pro t
recorded to date.

In the baseline scenario, the banking sector maintains
a very high level of capitalisation of 19.2% until the end
of the time horizon of the stress test. All banks in the
system would be able to maintain the level of capital
signi cantly above the regulatory minimum of 12%,
as well as ful | the additional capital requirements
from Pillar 2 established within the framework of the
Supervisory Review and Evaluation Process of individual
banks (SREP). One bank would not be able to maintain
an additional capital bu er, as well as a capital bu er for
structural systemic risk of 1% until the end of the testing
period.?

The results of the stress test under the two adverse
scenarios show signi cant di erences, indicating that
the banking sector is generally more resilient to demand-
side shocks, where in ation is expected to decline and
domestic interest rates are projected to stagnate or fall.
In the scenario of a shock on the demand side, the capital
adequacy ratio would remain at a high 19.3% at the end
of the test period, with all banks in the system meeting
the minimum regulatory capital requirements, as well as
the additional capital requirements from Pillar 2. Only
one smaller bank in the system, as in the case of the
baseline scenario, when absorbing the assumed shocks,
depletes capital surpluss and encroaches into the capital
bu er, and is unable to ful | the obligation to maintain
an additional capital bu er for the structural risk of 1%. In
case of materialisation of shocks on the supply side, the
banking sector also proved to be resilient, as indicated
by the capital adequacy ratio, which would amount to
18.4% at the end of the test period. If we look at the
results for individual banks, additional capital needs at
the end of the three-year test period would be reported
by a total of four banks in the system, whereby three
banks would not meet the minimum regulatory capital
requirements at the system level of 12%, while one bank
would not meet the additional capital requirements
established within the SREP. The total assets of the
mentioned banks at the end of the fourth quarter of
2024 make up only 6.5% of the assets of the banking
sector, which additionally indicates the stability of the
system in case of the materialisation of strong shocks

2 From the end of the second quarter of 2024, new agency decisions
related to the determination of additional capital requirements and
measures to limit structural systemic risks will be applied, with the aim
of preserving and strengthening the stability of the banking system.
According to the aforementioned decisions of the banking agencies,
each bank is obliged to maintain a capital buffer for structural systemic
risk (Systemic risk buffer - SyRB) in the form of Common Equity Tier 1
capital, if it meets one or both of the following conditions: the share of
non-performing loans in total loans is greater than 5% and/or the rate
of expected credit losses for non-performing loans (ECL ratio for NPLs)
is less than 65%. The specified SyRB rate can be 0%, 1% or 2% of the
bank’s total risk exposure.

on the supply side. In addition to the aforementioned
banks that expressed the need for recapitalisation,
another bank would exhaust the accumulated surplus
capital, that is, it would violate the capital bu er in the
assumed scenario. In the observed three-year period,
in the adverse scenario 2, recapitalisation needs would
amount to KM 38 million, which represents 0.1% of the
gross domestic product in 2024.

Graph 5.11: Capital Adequacy Ratio in Baseline and Two Adverse

Scenarios and Minimum Regulatory Capital Requirements
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Graph 5.12 shows the contribution of individual balance
sheet positions and income statement positions to the
cumulative change in the capital adequacy ratio at the
systemic level, in adverse scenarios, in the period from
the end of 2025 to the end of 2027. The decline in the
capitalisation of the banking sector in both stress
scenarios is primarily the result of increased credit risk
losses that arise primarily from the credit portfolio of
the corporate and household sectors. Capitalisation is
also in uenced by the decrease in net operating income
compared to the end of 2024. Net interest income,
on the other hand, has a key positive contribution to
maintaining capital adequacy, of 14.2% percentage
points in the rst and 12.2% percentage points in the
second adverse scenario, despite projected decrease
by the end of 2027. Also, capitalisation during stress is
additionally in uenced by the assumption of dividend
payment in all three periods of stress testing as well as in
all three scenarios. The impact of interbank contagion in
the system on the capitalisation of banks is negligible for
the time being.
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Graph 5.12: Impact of Individual Positions on CAR in Both Adverse

Scenarios
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The framework for stress testing was upgraded to include
an assessment of market risk, and the results of the stress
test show that the assumed market risk of changes in
the yield on securities in the banks’ portfolio has a slight
negative impact on the capital adequacy ratio (see Text
Box 4).

Text Box 4: Upgrading the stress testing framework
—market risk

In addition to credit risk, which remains the dominant
risk in the banking sector of BH, from the fourth quarter
of 2024, market risk has been incorporated for the rst
time into the stress testing framework. Speci cally, an
assessment was conducted on the impact of changes in
yields on the market value of debt instruments measured
at fair value in banks’ portfolios. The upgrade of the
stress testing framework enables a more comprehensive
insight into the vulnerability of the banking sector in
conditions of market shocks. Taking into account the
historical trends in crisis periods, when the growth
of yields on securities caused signi cant losses in the
capital markets, it was considered necessary to include
market risk in assessments of the systemic resilience of
banks. It is worth noting that market risk assessment
did not include changes in the value of shares and other

nancial instruments whose share in the investment
portfolio of banks is negligible.

The banking agencies of the Federation of Bosnia and
Herzegovina and Republika Srpska also recognised the
need to take measures to mitigate the risks caused by the
signi cant growth of reference interest rates, in ation
and other disruptions in the nancial markets, and in
order to achieve this they adopted a set of temporary
measures, including measures limiting the exposure of
banks to foreign central governments and central banks.
Thus, the sum of exposure towards all foreign central
governments and central banks or exposure towards
them as collateral issuers or providers of intangible credit
protection, which are assigned with a risk weight of 0%,
may not exceed 50% of the bank’s recognised capital in
RS, or 100% of the bank’s recognised capital in the FBH.

Banks have the option of applying stricter internal
restrictions, but they must not be less strict than the
prescribed regulatory limits. As part of bottom-up stress
tests carried out by banking agencies, banks are also
required to assess the impact of changes in yields on
the fair value of nancial instruments in their portfolios,
primarily those classi ed as instruments available for
sale or those valued at fair value through the income
statement.

The impact of market risk in the top-down stress test
is assessed by parallel shifts in the yield curve for debt

nancial instruments, which implies a change in yield
for all maturities for the same amount. This change
can be applied separately for domestic securities and
for foreign securities that are measured at fair value
through pro t or loss, or classi ed as available-for-sale.
Yield shocks on debt securities are set in accordance
with default narratives in stress scenarios, taking into
account assumptions about in ation and interest rate
growth, as well as historical data showing changes in
yields on debt securities in periods of stress. It should be
noted that yield shocks in stress scenarios are an expert
assessment of the CBBH Financial Stability Department,
and do not re ect forecasts of interest rate movements,
but serve as a tool for assessing the exposure of bank
portfolios to potential shocks and their impact on capital
and pro tability.

The movement in securities yields di ers between the
two stress scenarios. In the scenario of a shock on the
supply side, in which a signi cant drop in economic
activity is assumed, a pronounced strengthening of
in ationary pressures, and consequently an increase
in interest rates, stronger disturbances occur in the

nancial markets. Also, the slowdown of economic
activity and the growth of in ationary pressures in
the country would further weaken the scal position
and raise doubts about the long-term sustainability of
public nances, which would a ect the growth of the
premium on the risk of entity securities. Due to all of the
foregoing, a signi cant shock in the growth of yields on
both domestic and foreign securities was assumed in the
amount of 300 basis points in the rst period of stress
testing. In the scenario of a shock on the demand side,
a weakening of in ationary pressures and a decline in
economic activity are assumed. In these circumstances,
the capital market remains more stable, but still subject
to moderate negative shifts in yields on debt nancial
instruments, which is why a slightly milder shock of yield
changes was assumed in the second testing period of
200 basis points for domestic and foreign securities.
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Chart TB 4.1: Including Market Risk in Stress Testing and its Effects
on CAR
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The results of the conducted stress testing indicate that
the growth of interest rates would have a moderate
impact on the market value of debt securities at the level
of the BH banking sector. In the scenario of a shock on
the supply side, the market value of these instruments
would decrease by KM 100 million, i.e. by 5.3%, while in
the scenario of a shock on the demand side, the decline
in the value of these nancial instruments would amount
to KM 67 million, i.e. 3.5% of the total value of their
portfolio.

Although the decline in the market value of debt
instruments, caused by the increase in yields, negatively
a ects the capital of banks, wherein this e ect is not
signi cant considering that banks hold a large part of

nancial instruments “until maturity” Securities valued
at fair value account for 4.5% of the sector’s total assets,
which indicates a low share of this type of instrument
in banks’ portfolios. For this reason, even the assumed
yield growth shock would have a limited impact on
the capital adequacy ratio and would amount to -0.4%
in the supply shock scenario and -0.3% in the demand
shock scenario. This approach, i.e. the dominant holding
of securities until maturity, enables banks to reduce
market risks associated with yield changes, maintain
a conservative risk management model and reduce
pressure on regulatory capital requirements. However, it
is important to emphasise that such a model can hide
unrealised losses that would materialise in the event of
the need to prematurely sell instruments from the part
of the portfolio that is held until maturity, which would
open the need for reclassi cation and recognition of
market losses.

Inaddition to the continuous decrease in the level of NPLs
in the previous period, the results of stress tests show
that the quality of the credit portfolio is very sensitive
to changes in macroeconomic conditions, and already
in the baseline scenario there is a slight deterioration
in the quality of the credit portfolio in all three years of
testing. In both adverse scenarios, a signi cant increase
in non-performing loans is expected until the end of
the time horizon of the stress test due to worsening
conditions in the macroeconomic environment. Higher

unemployment, as well as lower corporate pro tsreduce
the ability to repay loans in both the household and
corporate sectors, and lower real estate prices a ect the
value of residential and commercial property collateral in
both scenarios. However, the assumed growth of in ation
inthe rst two years of testing as well as the consequent
increase in interest rates in the supply shock scenario
a ects the signi cant deterioration of the quality of
the credit portfolio in this scenario. Thus, the total NPL
ratio at the system level could rise to 5.5% at the end of
2027 in the scenario of a demand shock, or to 6.4% in
the scenario of a supply shock, when all assumed shocks
materialise. The growth of non-performing loans in both
adverse scenarios would be much more pronounced in
the corporate sector than in the household sector, which
is the result of greater sensitivity of the corporate credit
portfolio to a sharp decline in economic activity and
rising interest rates.

The network analysis of the spillover of systemic
risks showed that the trend of multi-year reduction
of interbank exposures, both in terms of the total
amount and the number of interconnections
between banks recorded at the end of 2024, has
stopped. Although the data show a signi cantly higher
amount of mutual exposure of domestic commercial
banks compared to the same period of the previous year,
the total value of interbank exposures at the end of 2024
is still modest and amounted to 2.5% of total regulatory
capital and 0.3% of total assets of the banking sector.
Considering the growth of interbank exposures, the risks
of interbank contagion due to the spillover of systemic
risks between banks are slightly elevated, which was
con rmed by the network analysis of the spillover of
systemic risks. The network analysis, which included the
credit shock and nancing shock, con rms the same or
slightly higher values of the contagion index and the
vulnerability index in most banks in the system compared
to previous years. In the analysis, a reduction in the
capital adequacy ratio below the regulatory prescribed
capital level of 12%, increased by the additional capital
requirement from Pillar 2 determined by the bank’s
Supervisory Review and Evaluation Process (SREP), was
taken as the criterion according to which it is considered
that there exists interbank contagion.

Analysis of cross-border connectivity according to
data for the end of 2024 indicated that a greater risk of
contagion arises from cross-border exposures than from
exposures on the domestic interbank market. Given
that the banking sector in Bosnia and Herzegovina is
dominated by banks in majority foreign ownership, the

ndings of the analysis con rmed their signi cant cross-
border exposure and dependence primarily on parent
banking groups. Comparing the ndings of the network
analysis with those from the previous year, it is noticeable
that the total exposure of the BH banking sector abroad
is 20.6%, and the largest exposures of BH banks are to
Austria, Germany and Italy. With regard to greater foreign
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exposures, the vulnerability index and contagion index
are higher for most banks compared to the previous
year. The level of risk of cross-border banking contagion
estimated in the analysis depends on criteria chosen
to de ne the existence of cross-border contagion. The
stricter condition according to which banking contagion
existsinthe event ofadrop in the bank’s capital adequacy
ratio below the regulatory prescribed level increased by
additional capital requirements under the SREP and 50%
withdrawal of funding by non-resident sectors, showed
that some of the ten banks could face undercapitalisation
in the event of major shocks in one of the ve countries®.
If, on the other hand, the condition for the existence
of banking contagion is taken to be a milder criterion
that interbank contagion exists when losses exceed
the amount of the bank’s entire Tier 1 capital, only one
bank would have a loss that exceeds the amount of its
capital stock in the event of major shocks in one country
(Turkey). It is important to note that the indirect e ects
of contagion were not recorded in any case owing to the
small interbank exposures and the good capitalisation of
all commercial banks in BH.

In 2024, the trend of improving the asset quality
indicator at the level of the banking system
continued, which is re ected in the lowest value of
non-performing loans compared to total loans after
the outbreak of the nancial crisis. Despite this,
credit risk remains elevated due to expectations
of strengthening in ationary pressures in the
country, and weak growth in real economic activity,
which may result in di culties in repaying credit
obligations of companies and natural persons. In
addition, the stronger growth of credit activity in the
last six quarters contributes to the accumulation of
systemic risks, and in the coming period, oscillations
in the values of key indicators of asset quality are
more certain.

The share of non-performing assets in total assets at the
end of 2024 is 1.8% and is 30 bp lower than at the end of
the previous year. During the year, balance sheetand o -
balance sheet exposures at credit risk level 3 recorded a
decrease in the amount of KM 52.4 million (5.5%), while
total nancial assets were higher by KM 4.62 billion
or 10.12%. The largest part of non-performing assets
consists of non-performing loans, which at the end of
2024 amounted to KM 813 million and decreased by KM
85.2 million or 9.5% compared to the end of the previous
year. The reduction of non-performing loans, along with
asigni cant growth of total loans, resulted in a decrease
in the share of non-performing loans in total loans, so
that at the end of 2024 the NPL ratio was 3.15%, which
is the lowest value recorded after the outbreak of the

nancial crisis in 2008. During 2024, the banks achieved a
reduction in non-performing loans to the greatest extent
based on the accounting and permanent write-o  of

% Austria, Germany, Italy, Turkey and Luxembourg.

assets assessed as a loss and implemented activities for
the collection of non-performing receivables. According
to data from the CRC, in 2024 a lower default rate was
recorded in the household sector in terms of the value of
credit lots that went from performing to non-performing
claims (from the level of 1.19% in 2023 to the level of
1.05% in 2024). In the segment of legal entities, the
default rate remained at almost the same level as in
the previous year, and in 2024 it amounted to 0.91%.
During 2024, non-performing loans in the corporate and
household sectors continued their downward trend, so
that at the end of 2024, the share of non-performing
loans in total loans in the corporate sector amounted
to 3.1%, while in the household sector this indicator
amounted to 3.2% (Graph 5.13).

Graph 5.13: Credit Portfolio Quality
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In the segment of legal entities, a decrease in non-
performing receivables was recorded in almost all
activities. Also, the retention of the default rate in the
segment of legal entities at approximately the same level
as the previous year indicates that there was no signi cant
materialisation of credit risk in non- nancial companies
despite operating in the circumstances of an elevated
level of risk in the macroeconomic environment. Analysing
the default rate by banks, it can be concluded that in
more than half of the banks in the system, the credit risk
decreased or the credit risk remained at approximately the
same level as in the previous year (Graph 5.14).

Graph 5.14: Default Rate in Corporate Sector, by Banks in 2024
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The share of loans with increased credit risk (loans in
credit risk level 2) in total loans to legal entities was also
kept at approximately the same level as at the end of
the previous year and amounts to 11.9% (Graph 5.15). At
the same time, the trend of deepening the gap between
the rate of loans with increased credit risk (52) and the
rate of non-performing loans (S3) is signi cantly more
pronounced for legal entities compared to the household
sector, which indicates a strengthening of credit risk and
a more certain growth of non-performing loans in this
segment in the coming period. The increased level of risk
in the macroeconomic environment was to the greatest
extent re ected in the operations of companies in the
manufacturing industry and construction activities, in
which the largest growth of loans at credit risk level 2 was
recorded. Thus, the share of loans at credit risk level 2 in
total loans placed to companies from the manufacturing
industry increased from the level of 12.4% at the end of
2023 to the level of 13.7% at the end of 2024, while the
share of loans at credit risk level 2 that were placed with
companies engaged in construction activity increased
from 17.8% to 19.2%.

Graph 5.15: The Loans at the Credit Risk Level 2 and the Shares of
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The negative economic consequences of the oods from
October 2024 will also have an impact on the banking
system, although there is still no data available on the
number of clients or the total credit portfolio, where the
sources of income for repayment have been signi cantly
reduced as a result of heavy rainfall. With the timely
temporary measures of the regulator, the negative
consequences caused by the oods are mitigated, but
the direct and indirect e ects of the oods may have
an additional impact on the increase in non-performing
receivables in the coming period. Due to the continued
weakening of macroeconomic conditions and the re-
intensi cation of in ationary pressures, the credit risk in
the sector of non- nancial companies can be assessed
as increased, and the multi-year trend of continuous
reduction of bad receivables in the corporate segment,
as well as certain oscillations in the values of asset quality
indicators, is certain to stop in the coming period.

The average default rate in the household sector at
the end of 2024 is 1.05% and has slightly decreased
compared to the previous year. Changes at the system
level were not signi cant and most banks in the system
experienced a reduction in credit risk. Only one smaller
bank stands out with a relatively high share of non-
performing loans in total loans, which recorded a higher
intensity of reclassi cation into non-performing loans
in 2024 compared to other banks in the system, but
nevertheless the default rate improved compared to the
previous year 2023 (Graph 5.16).

Graph 5.16:Default Rate in the Household Sector, by Banks in 2024
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Due to the retention of stricter credit standards and
policies, which imply nancing of extremely solvent and
creditworthy clients, on the one hand, and source structure,
on the other hand, banks have so far been less inclined
to change interest rates on existing loans with a variable
interest rate. In the coming period, no signi cant changesin
interest rates on the domestic market are expected, bearing
in mind the weak mechanism of transfer of conditions from
the euro area nancial markets to the BH banking system,
and the extension of the regulator’s decisions on temporary
measures to mitigate the risk of interest rate growth. At the
sametime, the trend of lending witha xed interest rate was
maintained in the structure of newly approved loans. Of the
total newly approved loans in 2024, 78.2% were approved
witha xed interest rate, whereby 90.1% of newly approved
loans to households and 64.4% of newly approved loans to
private non- nancial companies were contracted with a

xed interest rate. However, although the increase in the
share of loans with a xed interest rate makes a positive
contribution to the reduction of interest-induced credit risk,
a strong increase in the share of loans with a xed interest
rate could have a negative impact on pro tability, since it
is expected that the increase in bank nancing costs will
continue in the coming period, which will put pressure
on the sustainability of net interest margins. Nevertheless,
taking into account the data of banking agencies on
e ective interest rates, which are noticeably higher than
nominal interest rates, especially in the household sector, it
can be concluded that banks have already incorporated toa
signi cant extent estimates of the growth of nancing costs
into the e ective interest rate on loans with a xed interest
rate.
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In2024,the bankingsector of BHreported arecord net
pro tand achieved higher rates of return on average
assets and average capital compared to the previous
year. Assuming continued growth in credit activity
and a slight increase in active interest rates, the
pro tability of the banking sector will remain high,
but the growth trend could slow down signi cantly
due to the potential increase in nancing costs,
provisions for expected credit losses and operating
costs. The BH banking sector reported a record net pro t
of KM 840 million in 2024, 19% higher than the previous
year. The growth in net interest income was achieved
under the in uence of strengthening credit activity and
aslight increase in interest rates, while interest expenses
also achieved a signi cant increase, which slowed down
the growth dynamics of net interest income compared
to the previous year. Also, a strong growth in operating
income was recorded. On the expense side, a slight
decrease in the cost of adjusting the value of risky assets
was recorded, while other operating and direct expenses
and total operating expenses recorded an increase,
which led to an increase in total non-interest expenses
(Graph 5.17).

Graph 5.17: Banking Sector Profit
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All banks in the system reported positive nancial
results, with the largest portion of banking sector pro ts
still concentrated in a few large banks. The four most
pro table banks generated 56.1% of the total net pro t
of the banking sector.

Total net interest income in 2024 amounted to KM 1.3
billion and is KM 103.3 million or 8.8% higher than last
year. Continued growth in active interest rates can be
expected in the coming quarters, which will continue to
have a positive impact on the pro tability of the banking
sector, especially if this growth is not accompanied by a
proportional growth in passive interest rates. At the same
time, banks will face increasing operating costs, primarily
due to pressure to increase salaries, but also to continued
investments in the digitalisation of operations, which
should lead to increased e ciency in the medium term.

Pro tability indicators ROAA and ROAE recorded record
levels in the rst two quarters of 2024, but in the third
quarter of 2024, a gradual decrease in bank pro tability
began, and at the end of the fourth quarter of 2024, ROAA
and ROAE are 2.25% and 16%, respectively. Compared
to the same period of the previous year, they recorded
an increase in value of 0.23 and 0.97 percentage points,
respectively. The signi cant growth of the pro tability
indicator is the result of higher realised pro ts in 2024
compared to the previous year, at the same time with a
signi cantly lower percentage growth of average assets
and average capital (Graph 5.18)%.

Graph 5.18: Profitability Indicators
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In 2024, liquidity indicators decreased slightly compared
to the previous year, and continue to re ect the high
liquidity of the banking sector, as shown by the results
of liquidity stress tests. At the end of 2024, liquid assets
accounted for 28.2% of banking sector assets, while 45.8%
of short-term liabilities were covered by liquid assets (Graph
5.19). The indicator of deposits to loans at the end of 2024
is 130.1%, and indicates that credit activity on the domestic
market is fully nanced by deposits of non- nancial sectors.
The liquidity coverage ratio (LCR) at the level of the banking
sector at the end of 2024 was 231.9%, while the net stable
funding ration (NSFR) was 159.7% at the end of 2024.

Graph 5.19: Liquidity Indicators
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% The implied net interest margin is the ratio of net interest income to
average interest-bearing assets. The average interest-bearing assets
at the end of the fourth quarter are calculated as the average of the
balance of interest-bearing assets at the end of the fourth quarter of

the previous year and the fourth quarter of the current year.
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Graph 5.20: Basic LCR Components, Q4 2024
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Graph 5.21 shows the average initial level of liquid assets
with which banks enter the stress test, which at the end
of 2024 amounts to 22.5% of the total assets of the BH
banking sector. Liquid assets after stress over time in all
three described scenarios clearly show that the values
maintain a slightly lower level compared to the initial
level of liquid assets, which is in line with the assumed
intensity of the shock being primarily re ected in the
positions of liquid assets of level 1, which is the most
represented among all banks in the sector. On the other
hand, the level of liquid assets after stress and covering
the net out ow of cash according to the total assets
of the banking system in BH decreases signi cantly
in all three assumed scenarios (S1 9.95%, S2 9.10%, S3
3.00%), which indicates the importance of a protective
layer of liquidity in stressful conditions. Furthermore, the
percentage of used liquid assets to cover net out ows
at the level of the banking sector is approximately the
same inthe rsttwo stress test scenarios and amounts to
54.55% and 57.46%, respectively. In the third combined
scenario, the average percentage of used liquid assets at
the sector level was 85.64%, which is expected given the
intensity of the assumed shocks in this scenario.

Graph 5.21: Liquid Assets for Banking Sector
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Analysing the results of the liquidity stress test for
individual banks, in the rst assumed scenario, all banks
would be able to absorb the liquidity and nancing stress
in a period of 30 days, while in the alternative Scenario 2,
only one smaller bank in the sector would express the
need for additional liquid funds in the amount of KM 1.9
million. It should also be noted that three banks in the
rstscenarioand ve banksin the second scenario would
use the largest part of liquid assets, more than 70%, to
cover the assumption of net out ows after the projected
shocks. According to the assumptions from Scenario 3,
ve bankswould not successfully absorb the liquidity and
nancing stress in a period of 30 days without additional
liquid assets, while another four banks would exhaust
over 90% of liquid assets to cover the net out ow. The
assets of the ve banks with lacking su cient liquidity
make up 20.6% of the total assets of the BH banking
sector, and two of the ve mentioned banks are among
the largest banks concerning market share in terms of
total assets. Considering that this is a very strong adverse
scenario in which shocks from the household sector and
the corporate sector are combined, which, in addition,
are of stronger intensity than they were individually in
the other two scenarios, it can be considered that the
banks absorbed the assumed shocks well to the greatest
extent.
The aggregated results of the stress tests over the periods
show that the LCR for the banking sector remained
above the regulatory minimum in all three scenarios and
in each of the observed quarterly stress tests, and this
coe cient would amount to 117% after the assumed
shocks in Scenario 3 (Graph 5.22).

Graph 5.22: Liquidity Coverage Ratio (LCR) for Banking Sector
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If we look at the total needs of the banks for additional
liquid funds, which the banks reported only in Scenario
3, they are signi cantly higher compared to the last
quarter of 2023, and the number of banks reporting the
need for liquid funds is higher by one bank (Graph 5.23).
Compared to the previous quarter, the number of banks
with missing liquid funds in Scenario 3 did not change,
while the absolute amount of the need for additional
liquid funds is 15% lower compared to the previous

quarter.
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Graph 5.23: The Total Banks' Needs for Additional Liquid Assets in

Scenario 3
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5.2. Non-banking financial sector

Despite the significant increase in the assets of the non-
banking financial institutions sector, their share, role and
importance have not changed, and they remain a poorly
developed and less important segment of the financial
market. A slight increase in individual participation in the
total assets of financial intermediaries was recorded only
by the microcredit sector, due to a significant increase in
their balance sheet total; the participation of the leasing
sector and investment funds remained at last year’s level,
while the share of insurance and reinsurance companies
in total assets recorded a slight decrease. At the end of
2024, the overall participation of non-banking institutions
in the assets of financial intermediaries remained at
approximately the same level as the previous year. No shift
from pronounced bank-centricity has been made in the
last three years, and no more intensive development of
non-banking intermediaries and the capital market has
been recorded (Table 5.1). Although the microcredit sector
saw a more pronounced growth in the balance sheet for
the second year in a row, a modest increase in profitability
indicators was recorded. The leasing sector moderately
increased the balance sheet amount and business volume
in 2024, with a significant increase in profit compared to the
previous year. Insurance and reinsurance companies, which
record moderate business growth measured by the increase
in calculated premiums in both categories of insurance,
life and non-life, remain the largest and most significant
segment of the non-banking financial sector. In 2024, the
total turnover on the BH stock exchanges increased slightly,
and this year was dominated by issues of FBH debt securities.

The operation of the microcredit sector in 2024
is characterised by: signi cant growth in assets
and growth in gross credit investments, without
signi cant changes in the level of the risk portfolio,
insigni cant growth in capital, and a slight increase
in pro tability. At the end of 2024, 29 microcredit
organisations (MCO) were operating in BH, of which
18 were microcredit companies (MCC) and 11 were
microcredit foundations (MCF).

The total assets of the microcredit sector at the end of
2024 increased by 14.3% compared to 2023, while loans
recorded a growth of 15.9%; an identical loan growth
rate was achieved in the previous year (Table 5.4). Of
the total amount of microcredits, 97% was granted
to natural persons, with the primary nancing of the
agriculture sector (24.5%), followed by housing needs
(21.7%), and the service sector (8.9%). Loans granted
to all other sectors account for 44.9% of total loans to
natural persons.

Table 5.4: Simpli ed Balance Sheet of Microcredit Organisations

(million KM)
Assets Liabilities
2023 2024 2023 2024
Monetary funds and
placements to other banks 885 %8
Liabilities
Loans 12236 14185 basedon 7717 9295
loans
Loan loss provisions -125 -136 ‘."“?T. 83.6 111.0
liabilities
Other assets 1456 1518  Capital 589.9 610.8
TOTAL 14452  1,651.4 | TOTAL 14452 16514

Source: FBA and BARS, CBBH

At the end of 2024, loans that are overdue for more than
one day have ashare of 0.8% in total loans, and their share
is kept at approximately the same level as in the previous
year. Reserves for covering credit losses at the sector level
amounted to KM 13.6 million. Looking at the structure of
liabilities, liabilities for taken loans are the main source of
MCO funds and recorded a growth of 20.4% compared to
the previous year. In the term structure of the microcredit
portfolio, long-term microcredits have the largest share
with 94.4%. After the term structure of sources of funds
was considerably improved in 2020, when the majority
of short-term obligations for loans taken by microcredit
organisations from FBH were replaced with long-
term loans, the same trend continued in the following
years. The total capital of the sector at the end of 2024
amounts to KM 611 million and records an increase
of 3.7% compared to the previous year. In the capital
structure of the MCO sector, the capital of microcredit
foundations accounts for 55.4%, while the capital of
microcredit companies accounts for 44.6% of the total
capital of the sector. In 2024, the capital of microcredit
foundations and companies grew by 5.1% and 1.9%,
respectively. The main source of capital of the MCF is the
surplus of income over expenses, which at the end of the
year amounted to KM 283.3 million, or 83.6% of the total
capital of foundations. Similarly, as in the case of MCC, the
dominant in uence on the capital growth of microcredit
companies was the growth of realised pro t during the
year, so that at the end of 2024, retained earnings make
up 45.7% of the total capital of MCC, while the capital
stock participates with 49.7% in the capital structure of
microcredit companies.
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In 2024, the microcredit sector achieved a positive nancial
resultin the amount of KM 74.5 million, which is an increase
of 5.2% compared to the previous year. Total revenues
amounted to KM 304.8 million, which is by 15.1% higher
than in the previous year. Looking at the income structure
of MCO, interest income is still the dominant source of the
sector’sincome,and owing to the growth of creditactivity,an
increase in income based on interest and fees was achieved
by 21.5% in 2024. The average weighted e ective interest
rate on total microloans in the FBH in 2024 was 23.06%, and
in RS it was 33.93%. Interest rates in the microcredit sector
of both entities were at approximately the same levels until
the end of 2020. However, since the rst quarter of 2021,
a signi cant increase in average interest rates has been
recorded in Republika Srpska (RS), due to a continuous
increase in average rates on short-term loans of very small
amounts (up to KM 400), and interest rates have been kept
at a relatively higher level during 2022. Total expenses of
the microcredit sector amounted to KM 224 million and
recorded an increase of 18.5% compared to the previous
year. The growth of total expenses was in uenced by the
increase in interest expenses, which recorded an increase of
42.9%, as well as the growth of operating expenses, which
were higher by 14.2% compared to the previous year.

In 2024, the volume of business in the leasing sector
remained very modest, and despite the achieved
growth in the balance sheet, the share of this sector
in the assets of nancial intermediaries remains
unchanged and extremely low. At the end of 2024, four
leasing companies had a license to operate, so compared
to the end of the previous year, the number of leasing
companiesremains the same. The total assets of the leasing
sector amounted to KM 5685 million and recorded a
growth of 8.2% compared to the previous year. Two leasing
companies, in terms of asset size, account for 68.1% of the
total assets of the leasing sector in BH. Financial leasing
accounts for 78.5% of the value of the leasing contract,
and operational leasing accounts for the remaining 21.5%.
The value of newly concluded nancial and operational
leasing contracts in 2024 amounted to KM 314.7 million,
which is by 7.4% less compared to the previous year. In the
structure of receivables based on nancial leasing at the
level of the leasing sector, viewed according to the subject
of leasing, contracts approved based on the nancing
of passenger vehicles and vehicles for the performance
of activities account for 89.2%, while contracts based
on the nancing of machinery and equipment account
for 10.8%. According to the leasing user, the largest part
refers to contracts approved by legal entities (91%), and to
contracts approved by natural persons (5.1%). In 2024, the
leasing sector achieved a positive nancial result in the
amount of KM 8.8 million, which is an increase of KM 2.3
million or 34.5% compared to the previous year. In total,
the revenues of leasing companies increased by KM 8.3
million, which is an increase of 13.3% compared to the
previous year. Income from interest amounts to KM 32.9
million and it makes up 46.8% of the total income of the
leasing sector and is higher by KM 4.5 million compared

to the previous year. Operating revenues amount to KM
37.2 million with a share of 53% in the total revenues of
the leasing sector, and compared to the previous year they
increased by the amount of KM 3.6 million or 10.8%. The
leasing sector in Bosnia and Herzegovina is very poorly
developed and underutilised, and the basic activities
of this sector continue to represent a certain type of
replacement of classic bank loans, mostly to legal entities,
bearing in mind that leasing nancing for households is
less favourable compared to bank credit investments due
to the obligation to pay VAT on interest.

There was an increase in activity on the insurance
market compared to the previous year. In 2024, 24
insurance companies and one reinsurance company
operated in BH. The trend of insurance premium growth
from previous years (with the exception of 2020)
continued, and the total calculated premium amounted
to KM 1.08 billion, and compared to the previous year,
it recorded an increase of 10.3%, while the share of the
premium in the total GDP is 2.1%. Of the total calculated
premium, 80.86% concerns non-life insurance.

Weak representation of voluntary types of insurance
continues to be a key weakness and a limiting factor
in the development of the insurance market in Bosnia
and Herzegovina. The most signi cant share in the total
insurance premium is still held by automobile liability
insurance (49.4%). The calculated premium on life
insurance amounted to KM 207.8 million and recorded an
increase of 4.2% compared to the previous year. The total
gross paid claims amount to KM 469.7 million and make
up 43.3% of the total calculated premium.

In 2024, 37 investment funds had a license to operate,
of which 21 in the FBH and 16 in RS. Out of a total of 37
investment funds, 27 are open investment funds, while 10
funds are closed investment funds. The total value of net
assets of investment funds at the end of 2024 amounted
to KM 1.1 billion and is higher by KM 89.4 million or 8.6%
compared to the end of the previous year.

Total turnover on BH stock exchanges increased
slightly in 2024 and amounted to KM 1.52 billion,
recording an increase of 3.1% compared to the
previous year. The total turnover on the stock exchanges
is, as in previous years, under the dominant in uence of
the entity’s primary debt securities market, and unlike in
2023, FBH issues dominated this year. Thus, a signi cant
increase in turnover of 86.2% was recorded on the
Sarajevo Stock Exchange (SASE), while turnover on the
Banja Luka Stock Exchange (BLSE) this year is by 30.2%
lower than in the previous year. Of the total turnover on
the Sarajevo Stock Exchange (SASE), KM 785.7 million or
51.6% was realised, while the turnover on the Banja Luka
Stock Exchange (BLSE) amounted to KM 736.1 million or
48.4%. Of the total turnover on the SASE, 93.7% refers to
public o ers, which is mainly due to the issue of bonds

and treasury bills of the FBH.
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The total market capitalisation in Bosniaand Herzegovina
atthe end of 2024 isKM 12.74 billion and compared to the
previous year it is higher by 9.3%. The increase in market
capitalisation on the SASE amounted to KM 1.1 billion
(17.5%), while the market capitalisation on the BLSE
decreased by KM 53.2 million (-1%) compared to the end
of 2023. In other segments of the capital market on both
stock exchanges, there was no signi cant impact on the
growth of turnover compared to the previous year.
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6. FINANCIAL
INFRASTRUCTURE

6.1. Payment systems

In accordance with its legal obligation, in 2024 the
CBBH continued to successfully support and improve
the functions of payment transactions through modern
accounting and payment systems for executing interbank
transactions. Payment transactions were made smoothly
through gyro-clearing and real-time gross settlement
(RTGS) systems. The Central Register of Credits (CRC) and
the Single Registry of Business Entities’ Accounts (SRBEA)
were maintained, and the execution of transactions
through the international clearing of payments with
foreign countries proceeded smoothly. Since 2019, the
giro clearing system has been harmonised with the
method of working in the European Union (EU), which
has ful lled one of the prerequisites for the integration
of the payment systems of the CBBH into the payment
systems in the EU.

In the course of 2024, an increase in the number of
transactions and the total value of all transactions
through giro clearing and RTGS payment systems
was recorded. In 2024, the total value of interbank
transactions in payment transactions is by 12.2% higher.
The total number of transactions is by 6.2% higher
than in the previous year. In 2024, the rst ten banks in
BH in terms of volume of transactions participated in
the total number of RTGS and giro clearing interbank
transactions with 78.02%, which is a decrease of 47 basis
points compared to the previous year. However, the
participation of the rst ten banks in the total value of
transactions increased from 76.27% in 2023 to 76.79%
in 2024. The increase in the value of total transactions in
payment transactionsin 2024 and the faster circulation of
money led to a decrease in the number of days needed to
make transactions worth the annual nominal GDP (Table
6.1). The number of intrabank transactions increased by
7.1%, and interbank transactions by 5.1% compared to
the same period last year, and intrabank transactions are
still dominant in the total number of transactions (67.1
million transactions). The value of intrabank transactions
in 2024 amounted to KM 150.16 billion, while the value
of interbank transactions amounted to KM 183.04 billion.

Table 6.1: Interbank Payment Transactions

The total number "The total "Average daily
Year of transactions, turnover, turnover, Szgti\ﬁf\?;
inmillion million KM" million KM"
2009 29.0 64,458 2518 95
2010 31.8 67,779 263.7 9%
2011 325 76,653 298.3 87
2012 338 81,533 3185 81
2013 35.8 76,605 298.1 88
2014 379 87,859 3419 79
2015 39.1 85,106 326.1 87
2016 40.0 88,380 338.6 86
2017 411 96,243 370.2 85
2018 423 102,670 393.4 83
2019 436 123,046 4714 74
2020 438 105,132 398.2 85
2021 48.0 122,403 470.8 79
2022 49.7 145,825 583.3 78
2023 50.8 163,096 627.3 80
2024 53.3 183,042 709.4 7

Source: CBBH

InTable 6.2. the values of the Her ndahl-Hirschman index
(HHI)?" are shown, which illustrates the concentration of
the total number and value of interbank transactions
in payment transactions for the 10 banks with the
largest participation in both payment systems (gyro
clearing and RTGS). Although the majority of interbank
payment transactions take place between a smaller
number of large banks, the values of the HHI index
indicate a moderate concentration of interbank payment
transactions and the absence of systemic risks in payment
systems. Analysing the concentration of interbank
payment transactions in the 10 largest banks, whereby
banks from the same grouping are viewed as one bank,
the concentration index only slightly increases, but still
indicates a moderate concentration.

2 HHl is a measure of concentration and is calculated as the sum of the
squares of individual shares in the observed segment. An index below
1,000 points indicates non-concentration, from 1,000 to 1,800 points
moderate, from 1,800 to 2,600 points high concentration, over 2,600 is
considered very high concentration up to a maximum of 10,000 when
the concentration is monopolistic.
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Table 6.2: Concentration of the Transactions in Interbank

Payment System (HHI)

10 banks with the largest shares

Period
Number of transactions Value of transactions

December 2009 1,233 1,413
December 2010 1,256 1,346
December 2011 1,230 1,287
December 2012 1278 1,295
December 2013 1,337 1378
December 2014 1,350 1,310
December 2015 1314 1,305
December 2016 1,307 1322
December 2017 1,320 1,349
December 2018 1,344 1,335
December 2019 1,397 1471
December 2020 1,352 1,249
December 2021 1313 1,264
December 2022 1,397 1,266
December 2023 1411 1,248
December 2024 1,458 1,296

Source: CBBH

In 2024, the CBBH continued to maintain the Central
Register of Credits of natural persons and legal entities
(CRC), which provides nancial institutions users of
this database with information on the credit history
and current indebtedness of their existing or potential
clients and thus enables them to better assess risks when
making decisions on granting investments.

The CBBH also continued to maintain the Single
Registry of Business Entities’ Accounts (SRBEA) in BH,
in which 275,552 active and 105,624 blocked accounts
were recorded at the end of 2024. After upgrading the
system at the end of 2018, SRBEA contains all accounts
of business entities that perform payment transactions
in BH through accounts opened in banks and the
CBBH. SRBEA is primarily used by commercial banks,
tax authorities, administrative bodies, law enforcement
authorities and other levels of government when
revealing nancial structures and transactions that
companies and natural persons can use illegally, e.g. to
avoid paying taxes, money laundering, etc. The Register
also provides information to all legal and natural
persons who must seek payment of their claims through
authorised institutions.

International clearing of payments between banks from
Bosnia and Herzegovina and the Republic of Serbia
and Montenegro continued in 2024, and a total of
12,779 payment orders worth 392.9 million euros were
processed through the system, which indicates the
active use of this platform for settlement of payment
transactions.

6.2. Regulatory framework

In the course of 2024, the Central Bank of Bosnia and
Herzegovina actively continued to carry out activities
on the modernisation of payment systems in Bosnia and
Herzegovina through the role of coordinator regarding
the accession of Bosnia and Herzegovina to the Single
European Payment Area (SEPA). Entry into the SEPA
payment system is one of the priorities of the Growth
Plan for the Western Balkans, as well as a signi cant
step forward in the modernisation of payment systems,
bearing in mind many bene ts of the mentioned
payment system, which are re ected in the reduction of
fees for cross-border payments, better connections with
the diaspora, the reduction of informal cash ows as well
as the attraction of foreign investments. Also, the Central
Bank of Bosnia and Herzegovina, in cooperation with the
Central Bank of Italy, is working on the establishment
of the TIPS (TARGET Instant Payment Settlement)
mechanism, which is an instant payment in euros and
thus enables employers, businessmen or other users
of payment services to o er their clients the transfer of
funds in real time every day of the year in the fastest
possible time period.

In September 2024, the Governing Board of the CBBH
adopted the Decision on changes to the Decision on
determining the tari of fees for services provided by the
CBBH. The goal of adopting the Decision is to speed up
transactions with greater transparency and e ciency of
payment transactions, standardise the costs of payment
transactions,enable easier cost managementand simplify
the calculation of fees for payment transactions while
additionally improving the quality of services o ered
by commercial banks to their clients. By introducing a
single fee for performing payment transactions in the
giro clearing system and real time gross settlement
(RTGS), commercial banks in Bosnia and Herzegovina are
enabled to act uniformly regardless of the time interval
of settlement of interbank transactions. Also, in order to
stimulate depositors of the Central Bank of Bosnia and
Herzegovina to use electronic banking, the Decision on
Amendments to the Decision on Establishing the Tari
of Fees for Services Provided by the Central Bank of
Bosnia and Herzegovina also changes the fee tari for
operations with depositors in the part that refers to the
use of electronic banking. The aforementioned Decision
entered into force on 1 November 2024.

In order to make the interest rate risk management
system in the banking book as e cient as possible
(Interest Rate Risk in the Banking Book - IRRBB), the
Banking Agency decided on minimum standards for
the establishment of an interest rate risk management
system in the banking book?, measuring risk using

% Decision on amendments to the Decision on interest rate risk
management in the banking book (Official Gazette of FBiH, 48/25);
Decision on interest rate risk management in the banking book

(Official Gazette of RS, 06/24).
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a standardised approach and a supervisory test of
atypical values, as well as determining internal capital
requirements for interest rate risk in the banking book
and internal controls for interest rate risk management,
which began to be implemented on 30 June 2025.

After the Law on Electronic Money of RS was published
in the O cial Gazette of RS in January 2024, the BARS
adopted a set of by-laws in October 2024 that regulate
the work and enable the licensing of companies for
the issuance of electronic money?, in accordance with
the said Law. These by-laws establish a regulatory
framework that additionally regulates the domestic
market and introduces modern nancial services from
the international market. With the adoption of the
aforementioned by-laws, prerequisites were created for
the development of new digital nancial services on
the domestic market by regulating the procedure for
obtaining a license and the operation of a company for
the issuance of electronic money. After the regulatory
framework that recognises the use of electronic money
was established, the BARS granted a license for business
in RS to a company dealing with issuing digital money.

In September 2024, with the aim of mitigating the
negative economic consequences caused by the di cult
businessconditionsofcompaniesinRS,whicharea ected
by thedi culteconomicsituation and whose operations
are limited, BARS adopted the Decision on temporary
measures for granting relief to natural persons for the
settlement of credit obligations®. The aforementioned
Decision prescribes temporary relief for natural persons
in the process of settling credit obligations. Also, the
BARS adopted the Decision on a temporary measure
to preserve the bank’s capital®® in order to strengthen
the capital base of banks in conditions of economic
instability, which introduces the obligation to submit a
request by the bank and give consent by the BARS for the
payment of pro ts generated in the previous business
year with the aim of increasing the bank’s resistance to

nancial shocks.

In order to mitigate the risks arising after the natural
disaster in October 2024, which a ected a certain
number of municipalities in the Federation of Bosnia
and Herzegovina, and in April 2025 in Republika Srpska,
the Banking Agencies adopted temporary decisions
on special measures applied by banks in extraordinary
circumstances® with the aim of mitigating negative
economic consequences and preserving the stability

2 The Law on Electronic Money of Republika Srpska (Official Gazette of
RS, 1/24).

30 Decision on temporary measures for granting relief to natural persons
for the settlement of credit obligations (Official Gazette of RS, 84/24).

31 Decision on a temporary measure to preserve the bank’s capital
(Official Gazette of RS, 84/24).

32 Decision on special measures applied by banks in extraordinary
circumstances - floods from October 2024 (Official Gazette of the
Federation of Bosnia and Herzegovina, 79/24); Decision on temporary
measures for banks to mitigate negative economic consequences
caused by extraordinary circumstances - floods from March/April 2025.

of the banking sector by granting relief to bank clients
who are directly or indirectly a ected by the negative
consequences of extraordinary circumstances and
special rules for credit risk management, which the bank
appliesin case it approves special measures for the client.
In order to preserve the stability of the banking sector, in
the course of 2024, the banking agencies extended the
Decisions on temporary measures to mitigate the risk of
interest rate growth® until 31 December 2025.

In accordance with legal provisions, and with the aim of
maintaining the equivalence of the domestic regulatory
framework with the EU, preserving and strengthening
the stability of the banking system and limiting systemic
risks, as well as timely management of credit risk and
increasing the resilience of banks, the competent
banking agencies in BH have adopted decisions on the
method or methodology for determining systemically
signi cant banks and the protective layer of capital for
systemically signi cant banks in the fourth quarter of
2024%, which is explained in more detail in Text Box 5.

Text Box 5: Concept, meaning and methodology for
identifying systemically important banks

One of the prerequisites for successfully preserving
nancial stability is the timely identi cation of systemic
risks. Although there is no single de nition of the term
systemic risk, according to the de nition of the European
Central Bank, systemic risk is the risk that nancial
instability will become so widespread that it will disable
the functioning of the nancial system and create
negative consequences for the real economy, i.e. threaten
economic growth and the well-being of society. Shocks
that act as a trigger for the development of such an
event can be exogenous and endogenous. The source of
an exogenous shock is outside the nancial system (e.g.
natural disasters, pandemics, war), or it can be related to
the economy (e.g. macroeconomic disruptions, i.e. the
accumulation of excessive macroeconomic imbalances),
while an endogenous shock occurs within the nancial
system itself and can be caused by the collective
behaviour of nancial institutions or a single signi cant
nancial institution.

33 Decision on amending the decision on temporary measures to mitigate
the risk of interest rate growth (Official Gazette of the Federation of BiH,
41/24), Decision on amending the decision on temporary measures to
mitigate the risk of interest rate growth (Official Gazette of RS, 95/24).

34 Decision on the method of determining a systemically significant
bank and protective layer of capital for a systemically significant bank
(Official Gazette of the Federation of BiH", 96/24) and a Decision on the
method of determining systemically significant banks and a protective
layer of capital for systemically significant banks (Official Gazette
of Republika Srpska, 109/24) and a Decision on a protective layer of
capital for systemically significant banks (Official Gazette of Republika
Srpska’; 109/24.
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The nancial system is extremely sensitive and
vulnerable to the impact of systemic risks due to the
speci ¢ structure of banks’ balance sheets, which are
dominated by short-term liabilities/deposits and credit
investments with longer maturities, resulting in the
maturity transformation risk for banks. The complex
interconnection of nancial institutions (e.g. based on
exposure on the interbank market, through payment
systems or investments in instruments of these

nancial entities) also causes the rapid spread of shocks
throughout the entire system. In addition, the value
of nancial instruments is strongly in uenced by the
expectations and con dence of participants in nancial
markets.

Systemic risk and its contagious spread are often
associated with the existence of systemically signi cant
nancial institutions. A systemically signi cant bank
is a bank whose nancial condition deteriorates or
ceases to operate, which would have serious negative
consequences for the stability of the nancial system. For
this reason, it is necessary to take measures regarding
the special treatment of these institutions in relation
to other institutions, considering their importance for
nancial stability.

Since 2011, the Financial Stability Board (FSB) of the
G-20 member states, in cooperation with the Basel
Committee on Banking Supervision (BCBS) and national
authorities, has been identifying global systemically
important banks (G-SIBs). Global systemically important
institutions are large, internationally active and highly
interconnected institutions that can in uence the
stability of the global nancial system. The Financial
Stability Board (FSB) publishes their list every year on its
website. The European Banking Agency (EBA) has been
providing guidelines for the identi cation of systemically
important nancial institutions within the EU since 2014.
In accordance with the aforementioned guidelines,
national competent authorities are obliged to identify
global systemically important institutions (G-Slls) and
other systemically important institutions (O-Sllss), which
are key to national economies and national nancial
systems.

The methodology for determining the list of systemically
important banks in the FBH and RS was created as a result
of the need to di erentiate systemically important banks
in BH from other banks in the system. It is also important
to emphasise that the methodology is aligned with the
best international practices based on the principles of
the Basel Committee on Banking Supervision, adapted
to the speci cs of the banking system in BH.

Systemically important banks are determined based on
the following four criteria: size, connection with other
participants in the nancial sector, substitutability in
the nancial sector and complexity of operations. In
accordance with the decisions of the competent banking
agencies, the size criterion is determined on the basis of
only one indicator, with an associated weight of 25%
in the total value of the coe cient, while the criteria
of connection, interchangeability and complexity are
determined on the basis of three groups of di erent
indicators, with an associated weight of 8.33% in the
total value of the coe cient. An overview of criteria,
indicators and associated weightings is shown in table
TO5.1.

Table TO 5.1: Criteria for determining systematically important

banks in BH

Criterion Indicators Weight of
Adapted BCBS approach for BH indicator
Size Total assets (net) 25%
Deposits of banks and non-banking nancial 8.33%
institutions (residents)
) Loans to banks and non-banking nancial institutions 8.33%
Connection

(residents)
Uninsured deposits (except of deposits of general state,
banking institutions and other nancial institutions)

8.33%

Deposits of households and private companies
(residents)

Loans to households and private companies (residents)
Value of interbank non-cash payment transactions

8.33%
8.33%
8.33%

8.33%
8.33%
8.33%

Replaceability

Debt securities (residents)
Liabilities towards non-residents
Claims on non-residents

Complexity

Based on the corresponding ranges of the bank’s
systemic importance coe cient, the obligation to
maintain a capital bu er for a systemically important
bank is determined. The capital bu er for a systemically
important bank is a macroprudential instrument
aimed at improving the loss-absorbing capacity of
systemically important institutions, i.e. limiting the
spread of contagion that may arise from insolvency
or general stress situations of systemically important
institutions. Entity agencies will determine the capital
bu er rate for a systemically important bank in the
range of 0% to 3% of the total amount of the bank’s risk
exposure, depending on the value of the bank’s systemic
importance coe cient. Systemically important banks are
required to maintain an additional capital bu er in the
form of common equity tier 1 capital. The agencies will
determine and update once a year the list of systemically
important banks in the FBH and RS, no later than the
end of the current year, and based on bank data on an
individual basis up to the end of the previous year.
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In mid-May 2025, the National Assembly of Republika
Srpska adopted the Law on Amendments to the Law
on Banks®, which determines the gradual reduction of
the regulatory capital adequacy ratio from 12% to 10%,
starting on 31 December 2026. Also, with the referenced
amendments to the Law, it is foreseen that the Agency
can determine the reference interest rate of the average
cost of nancing the banking sector of Republika Srpska,
which can be contracted as a variable element of the
variable nominal interest rate, and that the Agency
passes an act regulating the method of calculating
the reference interest rate. Among other things, the
adopted amendments to the above-mentioned Law
introduce a ban on the collection of several types of
fees charged by banks to their clients. According to the
adopted amendments to the Law, banks will no longer
have the right to charge fees for sending reminders
due to late payment of obligations, fees related to the
maintenance of the credit sub-account or internal book
entry procedures.

% Law on Amendments to the Law on Banks of Republika Srpska, (Official
Gazette of RS, 45/25).
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Table Al: Real Estate Price Index (2015=100)

Sarajevo Mostar Zenica Tuzla Banja Luka Bijeljina Trebinje TOTAL
2004 Q1 58 7 47 60
Q@ 58 70 46 59
@3 58 70 47 59
Q4 59 68 46 60
2005 Q1 61 66 48 61
Q@ 61 70 a7 61
Q3 63 67 47 62
Q4 66 70 50 65
2006 Q1 69 72 53 68
Q2 7 71 49 n
@ 73 70 52 70
Q4 80 60 55 74
2007 Q1 87 73 56 83
Q@ %8 76 67 923
@ 108 73 72 98
Q4 17 77 74 105
2008 Q1 125 85 8 9% 112
Q@ 133 82 84 % 19
@3 132 83 88 106 120
Q4 138 87 99 107 126
2009 Q1 129 104 101 97 120
Q@ 120 101 100 100 14
Q3 115 105 100 107 112
Q4 1 104 93 115 109
2010 Q1 1 100 9 112 108
Q@ 11 110 101 110 110
@3 107 104 9 105 106
Q4 106 106 107 104 106
2011 QL 105 107 105 97 105
Q 105 103 107 89 103
@3 104 98 102 91 102
Q4 105 104 102 89 103
2012 Q 105 112 101 102 106
Q2 104 101 109 9% 103
Q3 101 104 9% 9% 100
Q4 100 101 103 9% 100
2013 Qo 101 108 105 923 102
Q 99 109 104 90 100
Q3 9% 105 97 9% 99
Q4 97 109 106 90 99
2014 Qo %8 104 9% 9% 929
Q2 % 102 97 93 97
Q3 %8 9% 99 99 98
Q4 %8 9% 101 2 98
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Sarajevo Mostar Zenica Tuzla Banja Luka Bijeljina Trebinje TOTAL
2015 Q1 % 101 100 98 %3 102 103 98
Q2 101 99 9 101 109 82 97 101
@3 98 103 102 100 101 92 9 100
Q4 102 97 9 100 101 118 101 101
2016 QL 98 9% 97 9% 9 68 106 97
Q@ 99 97 104 99 102 93 100 100
Q@3 102 114 101 9% 106 89 106 104
Q4 103 13 104 98 106 9% 105 105
2017 QL 103 110 104 97 100 93 %8 102
Q@ 104 9% 105 97 %8 9% 89 100
Q3 103 104 104 103 %8 102 102 102
Q4 107 93 105 100 9% 100 97 102
2018 Q1 107 103 103 100 100 9% 103 104
Q@ 108 110 102 100 %8 100 101 105
@3 108 104 102 102 %8 99 108 105
Q4 109 106 102 104 100 %8 108 106
2019 QL 112 105 106 103 104 97 11 108
Q2 113 110 109 109 97 99 106 109
05} 112 109 113 109 97 102 108 108
Q4 115 108 107 108 100 104 110 m
2020 Q1 115 109 112 110 9% 103 107 m
Q2 116 122 125 103 101 109 9% 113
Q3 17 113 123 118 100 104 114 14
Q4 118 106 121 17 9 102 103 113
2021 QL 119 112 123 121 103 99 124 116
Q2 121 17 127 120 109 105 122 118
Q3 124 13 126 126 112 m 133 121
Q4 128 107 131 130 113 7 132 125
2022 Q1 138 114 134 136 128 127 128 133
Q2 141 123 139 137 126 126 138 136
Q3 149 127 144 137 133 139 136 142
Q4 156 129 141 139 143 131 145 148
2023 160 119 157 157 150 135 158 151 133
168 125 175 166 143 147 155 158 136
179 130 178 177 150 150 176 168 143
180 133 178 184 153 146 194 1 148
2024 QL 178 136 181 182 164 169 169 m
Q2 192 143 195 184 163 169 208 181
Q3 203 160 191 193 170 179 178 191
Q4 202 164 223 195 170 184 147 191

Source: CBBH
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Table A2: Financial Soundness Indicators

i} = 2 2 = =] 2 I b~ N h S
S 54 I < S ;54 < < 54 I < 54
Capital adequacy
Tier Lratio 152 143 138 150 148 16.5 175 181 187 187 187 187
Regulatory capital ratio 178 16.3 149 158 157 175 18.0 19.2 19.6 19.6 19.7 19.8
CET Lratio n/a n/a n/a n/a n/a 16.5 175 181 187 187 187 187
Financial leverage ratio n/a n/a nfa n/a n/a nfa 105 10.2 10.0 99 101 10.6

Non-performing loans reduced by the provisions to regulatory capital 264 24.6 249 176 135 14 96 74 70 47 38 32

High exposure in relation to capital nfa n/a nfa nfa n/a nfa nfa nfa 84 838 1033 953

Assets quality

Non-performing assets to the total assets 13 105 10.0 8.3 71 6.2 5.2 34 32 25 21 18
Non-performing loans to the total loans 151 142 137 118 10.0 8.8 74 6.1 58 45 38 3.2
Provisions for NPL to non-performing loans 66.7 69.7 712 744 6.7 174 770 784 784 814 8L7 80.3
Loans concentration by economic activity n/a n/a n/a n/a n/a n/a 731 720 713 717 712 711
Profitability

Return onaverage assets -01 0.8 0.3 11 14 13 14 0.7 13 16 20 2.2
Return on average equity 1.2 45 0.9 6.2 9.0 8.5 91 56 96 120 150 16.0
Net interest income to the total income 62.3 616 620 604 583 588 568 560 5.2 566 633 61.2
Income from nancial instruments trading to total income 04 01 01 01 01 01 01 0.2 01 0.0 0.0 -01
Non-interest expenses to the total income 101.2 85.7 94.5 80.7 733 74.0 710 83.0 60.1 55.7 52.6 513
Costs of wages and contributions to non-interest expenses 281 329 292 35 N9 R\2 31 298 438 441 428 425
Liquidity

Liquid assets to total assets 262 266 262 269 281 293 292 286 307 305 290 282
Liquid assets to short-term - nancial liabilities 65.9 65.6 619 616 599 60.4 610 51.3 513 484 472 458
Liquidity coverage ratio (LCR) n/a n/a n/a n/a n/a n/a n/a nfa 2169 2138 2181 2319
Net stable funding ratio (NSFR) n/a n/a n/a n/a n/a n/a n/a nfa 1688 1635 1509 1597
Deposits to loans 872 924 9.9 1017 1051 1096 1127 1207 1303 1308 1310 1301
Short-term nancial liabilities to the total nancial liabilities 472 481 503 521 55.7 572 56.2 654 688 726 711 718
Foreign exchange risk

Indexed and foreign currency loans to the total loans 688 680 671 626 601 567 539 539 502 433 376 319
Liabilities in foreign currencies to the total nancial liabilities 63.8 62.7 60.3 574 551 53.3 50.7 481 444 425 4.2 40.0
Net open position 57 9.0 8.3 16 -0.2 21 34 42 40 10 15 36
Number of banks 23 23 23 23 23 23 23 23 22 21 21 21

Source: CBBH
Note: Compilation of FSI for the banking sector of BH from the fourth quarter of 2021 is based on the IMF 2019 Financial Soundness Indicators Compilation Guide (SI 2019 Guide).
The values of the indicators have been retroactively recalculated for all the periods in line with the new methodology.
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Table A3: Overview of the Total Assets, Loans, Deposits and Financial Performance of Banks in BH, 31 December 2024

Total assets Loans Deposits Gain/loss

Bank amount %  amount %  amount %  amount %

1. Privrednabanka Sarajevo d.d. Sarajevo 663,017 15 405,268 16 535,756 16 11,537 14
2. UNIONbankad.d. Sarajevo 1,282,042 30 555,773 2.2 1,090,053 32 5779 0.7
3. NLBbankad.dTuzla 1959333 | 46  1216255| 49  1622656| 47 27574 33
4. ASAbankad.d. Sarajevo 3348385 | 78 2040217 79 2906810 84 55835 6.6
5. "BOSNABANK INTERNATIONAL" d.d. Sarajevo 1,651,356 | 338 1117351 43 1398033 41 26,609 32
6. INTESA SANPAOLO BANKA d.d. Bosna i Hercegovini 2,952,130 6.9 1,928,609 75 2,291,244 6.6 26,732 3.2
7. Rai eisenbankd.d. Sarajevo 5673102 | 132  3079342| 119 4645342 | 135 143320 171
8. Ziraatbank BHd.d. 1586,668 | 37 1042434 | 40 1189527 35 36,296 43
9. ProCredit bank d.d. Sarajevo 1052045 | 25 690368 | 2.7 856,949 | 25 8,341 10
10.  Sparkasse Bank d.d. Sarajevo 2372696 | 55 1592,885| 62 1940026 56 38538 46
11 Komercijalno investiciona banka d.d. Velika Kladusa 136,711 03 59466 | 0.2 103541 03 1,938 0.2
12, Addiko bank d.d. Sarajevo 1,313,951 31 604,462 23 1,079,048 31 24951 30
13 UniCredit bank d.d. Mostar 8071797 | 188 4708098 | 183 6442821 | 187 185369 | 221
14, UniCredit bank a.d. Banja Luka 1,439,269 34 819212 | 32 11001559 | 32 33266 40
15.  Addikobanka.d. BanjaLuka 1,076,660 | 25 709263 | 27 843041 24 21,258 25
16.  Nasabankaa.d.Bijeljina 336,012 08 206822 08 268286 | 0.8 2,219 03
17. Novabankaa.d. BanjaLuka 3,040,187 71 1,897,294 74 2280618 6.6 86,042 10.2
18.  NLBhanka.d.BanjaLuka 2302529 | 54 1291701 50 1813692 53 56402 6.7
19, Atosbanka.d. BanjaLuka 1273491 30 812457 31 955540 | 28 34,063 41
20.  BankaPostanska Stedionica a.d. Banja Luka 556,256 13 310,516 12 446,534 13 1,449 0.2
21, MFbankaa.d. BanjaLuka 831,416 19 647,899 25 644,905 19 12461 15
TOTAL 42,919,053 | 100 25,795,691| 100 34,455981| 100 839,979| 100
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Table A4: Status Changes in Banks in the Period 2001-Q2/2024

Number Bank Type of change Date of change
1 | Sparkasse Bank d.d. Bosna i Hercegovina Sarajevo Sparkasse Bank d.d. Sarajevo changed its name into Sparkasse Bank d.d. BiH Sarajevo Q32014
Sparkasse Bank d.d. Sarajevo ABS banka d.d. Sarajevo changed its name into Sparkasse Bank d.d. Sarajevo 032009
ABShankad.d. Sarajevo Became a member of Steiermaerkische Bank und Sparkassen AG, Erste Group Q42006
Seh-in banka d.d. Zenica Merged to ABS banka d.d. Sarajevo 022002
2 | BosnaBank International (BBI) d.d. Sarajevo
3 Privredna banka Sarajevo d.d. Sarajevo BOR banka d.d. Sarajevo changed its name into Privredna banka Sarajevo d.d. Sarajevo Q12017
BOR banka d.d. Sarajevo Privredna banka Sarajevo d.d. Sarajevo merged to BOR banka d.d.Sarajevo Q42016
Prviredna banka Sarajevo d.d. Sarajevo Privredna banka Sarajevo d.d. Sarajevo merged with BOR banka d.d. Sarajevo 042016
4 | UniCredit Bank d.d. Mostar
UniCredit Zagrebacka banka BiH d.d. Mostar UniCredit Zagrebacka banka BiH changed its name into UniCredit Bank d.d. Mostar Q12008
Zagrebacka banka BH d.d. Mostar Merging with Univerzal banka d.d. Sarajevo into UniCredit Zagrebacka banka BiH Q32004
Univerzal banka d.d. Sarajevo Merger with Zagrebacka banka BH d.d. Mostar into UniCredit Zagrebacka banka BiH 032004
HVB Central Pro thanka d.d. Sarajevo HVB Central pro thbanka Sarajevo merged to UniCredit Zagrebacka banka BiH Q12008
HVB banka d.d. Sarajevo Merger with Central Pro tbankainto HVB Central Pro tbanka d.d. Sarajevo Q42004
Central Pro thankad.d. Sarajevo Merger with HVB banka d.d. Sarajevo into HVB Central Pro thankad.d. Sarajevo Q42004
Travnicka banka d.d. Travnik Merged to Central Pro tbankad.d. Sarajevo 042002
5 | UniCredit Bank a.d. Banja Luka Nova Banjalucka banka a.d. Banja Luka changed its name Q22008
Nova Banjalucka banka a.d. Banja Luka Merged to HVB group, continued its operations as a separate legal entity 042005
Banjalucka bankaa.d. Banja Luka Privatised and changed its name into Nova Banjalucka banka a.d. Banja Luka Q12002
6 | AddikoBankd.d. Sarajevo
Hypo Alpe Adria Bank d.d. Mostar Hypo Alpe Adria Bank d.d. Mostar changed its name and seat Q42016
7 | AddikoBanka.d.BanjaLuka
Hypo Alpe Adria Bank a.d. Banja Luka Hypo Alpe Adria Bank a.d. Banja Luka changed its name Q42016
Kristal bankaa.d. Banja Luka Kristal bankaa.d. Banja Luka changed its name Q32003
8 | ASAbankad. d.Sarajevo
ASAbankaNaSaisnaZznad. d.Sarajevo Merged to ASA bank d.d. Sarajevo 042022
ASA bankaNada i snaznad. d. Sarajevo Sherbank BH d.d. Sarajevo changed the ownership in the process of restructuring. Q22022
Vakufska banka d. d. Sarajevo Merged to ASA bank d.d. Sarajevo 042021
Investiciono komercijalna banka (IKB) d. d. Zenica IKB d.d. Zenica changed its name and seat into ASA banka d.d. Sarajevo Q42016
MOJA banka d. d. Sarajevo MOJA banka d.d. Sarajevo merged with Investiciono komercijalna banka d.d. Zenica 032016
FIMA banka . d. Sarajevo Changed its name into MOJA banka d.d. Sarajevo Q42010
VABA banka d. d. Sarajevo Changed its name into FIMA banka d.d. Sarajevo Q32007
Validus banka d. d. Sarajevo Changed its name into VABA banka d.d. Sarajevo Q12007
Ljubijanska banka d. . Sarajevo Ezt;:ael:ls:ed Validus banka took over a part of assets and liabilities of Ljubljanska banka d.d. 032006
ASAbankaNasa i snazna d. d.Sarajevo Sherbank d.d. Sarajevo changed the name into ASA banka Nasa i snazna d.d.Sarajevo Q22022
Sherbank d .d. Sarajevo ASA Finance d.d. Sarajevo became the owner of Sherbank d.d. Sarajevo 012022
Sherbank d. d. Sarajevo Volksbank d.d. Sarajevo changed the name into Sberbank d.d. Sarajevo Q12013
Volkshank d.d. Sarajevo Sherbank group aquired Volkshank d.d Sarajevo Q12012
9 Komercionalno investiciona banka (KIB) d.d. Velika Kladusa
10 | NLBBankad.d. Sarajevo
NLB Tuzlanska banka d.d. Tuzla NLB Tuzlanska banka d.d. Tuzla changed its seat and name into NLB Banka d.d. Sarajevo Q12012
Tuzlanska banka d.d. Tuzla Tuzlanska banka d.d. Tuzla changed its name into NLB Tuzlanska banka d.d. 32006
Comercebank ban¢na skupina NLB d.d. Sarajevo Merged to Tuzlanska banka d.d. Tuzla Q32006
11 | NLBBankaa.d.BanjaLuka
NLB Razvojna bankaa.d. Banja Luka NLB Razvojna banka a.d. Banja Luka changed its name into NLB a.d. Banja Luka Q42015
LHB banka a.d. Banja Luka Merger with Razvojna banka jugoistocne Evrope into NLB Razvojna banka a.d. BL Q22006
Razvojna banka jugoistotne Evrope a.d. Banja Luka Merger with LHB banka a.d. Banja Luka into NLB Razvojna banka a.d. Banja Luka Q22006
12 |Rai eisenBankd.d.BiH, Sarajevo
Rai eisen Bank HPB d.d. Mostar MergedtoRai eisen bankad.d. Sarajevo Q12003
13 | ProCredit Bank d.d. Sarajevo Microenterprise bank d.d. Sarajevo changed its name into ProCredit Bank Q42003
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Number Bank Type of change Date of change
14 | ZiraatBank BH d.d. Sarajevo Turkish Ziraat Bank Bosnia d.d. Sarajevo changed its name into Ziraat Bank BH 012013
15 | Union bankad.d. Sarajevo
16 | Atosbanka.d.BanjaLuka Sherbank a.d. Banja Luka changed its name into Atos bank a.d. Banja Luka Q22022

Sherbanka. d. BanjaLuka lr\le(;\{?ut;;r}ﬁ::] s:d. Banja Luka became owner of Sherbank a.d. Banja Luka, in the process of Q2202
Sherbankaa. d. Banja Luka Volkshank a.d. Banja Luka changed its name Q12013
Volksbank a. d. Banja Luka Sherbank group acquired Volksbank a.d. Banja Luka Q12012
Zepter Komerc banka . d. Banja Luka Became a member of Volkshank International AG, changed its name into Volksbank a.d. BL Q32007
17 | Intesa Sanpaolo banka d.d. BiH
UPIbankad.d. Sarajevo Changed its name into Intesa Sanpaolo banka d.d. BiH 032008
LT Gospodarska banka d.d. Sarajevo Merged to UPI banka d.d. Sarajevo Q32007
Gospodarska banka d.d. Sarajevo Merger with LT Komercijalna banka Livno into LT Gospodarska banka d.d. Sarajevo 012003
LT Komercijalna hanka d.d. Livno Merger with Gospodarska banka Sarajevo into LT Gospodarska banka d.d. Sarajevo 012003
18 | Novabankaa.d. BanjaLuka Nova banka a.d. Bijeljina changed its seat Q32007
Agroprom bankaa.d. Banja Luka Merged to Nova banka a.d. Bijeljina 012003
19 | NaSabankaa.d.BanjaLuka
Na$abanka a.d. Bijeljina Changed itsname into Nasa bankaa.d. Banja Luka Q22024
Pavlovi¢ International Banka a.d. Slohomir Bijeljina Changed its name into Nasa banka a.d. Bijeljina 042019
Privredna banka a.d. Doboj Merged to Pavlovi¢ International banka 022003
Privredna banka a.d. Bréko Merged to Pavlovi¢ International banka 042002
Semberska bankaa.d. Bijeljina Merged to Pavlovi International banka Q42001
20 | BankaPoStanska Stedionocaa.d. Banja Luka
Komercijalna banka a.d. Banja Luka Komercijalna banka changed its name into Banka Postanska Stedionoca a.d. Banja Luka Q12022
Komercijalna banka a.d. Banja Luka Banka Postanska Stedionica a.d. Beograd bought Komercijalna banka a.d. Banja Luka Q42021
21 | MFbankaa.d. BanjaLuka
IEFK banka a.d. Banja Luka Changed its name into MF banka a.d. Banja Luka Q32010
Banks with revoked operating licence since 2002: Date of change
1 Camelia banka d.d. Biha¢ 012002
2 Privredna banka a.d. Gradiska 012002
3 Ekvatorbankaa.d. BanjaLuka 012002
4 International Commercial Bank Bosnia d.d. Sarajevo 032002
5 Banka za jugoistocnu Evropu Banja Luka Q42002
6 Privredna banka a.d. Srpsko Sarajevo 042004
7 Gospodarskabanka d.d. Mostar Q42004
8 Ljubljanska banka d.d. Sarajevo 32006
9 Hercegovacka bankad.d. Mostar Q32012
10 Postbank BH Postanska banka BiH d.d. Sarajevo 022013
11 Bobarhankaa.d.Bijeljina 042014
12 BankaSrpske a.d. BanjaLuka 022016
13 Vakufskabankad.d. Sarajevo Q42021
14 ASAbankaNaSaisnaznad.d.Sarajevo 042022
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