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Nowcast of GDP in the third quarter of 2024 and short-term inflation

Key messages

The CBBH estimates the annual growth of real economic activity in the third quarter
of 2024 at 2.3%, which is identical to the September estimate. The growth of service
sector mainly contributed to the economic activity growth, having in mind that
indicators such as industrial production and exports of goods recorded a cumulative
decline during the first ten months of this year.

The preliminary estimate of the real GDP annual growth for the fourth quarter of
2024 is 2.1%, based on expected low demand from foreign countries and the flood
effect.

We estimate that the headline inflation could amount to 1.5%, and core inflation to
3.8% in the fourth quarter of 2024. According to preliminary estimates, excluding
unpredicted price shocks, we expect a slow increase of inflation pressures in the first
quarter of 2025 and the annual inflation of 1.8%. The increase of electric energy
and transport prices may bring about chain-like increases of services and consumer
good prices, which is the reason why inflation projections could be revised upwards.

Our estimates of economic activity and inflation in short-term period are consistent
with the projections for 2024 from the autumn round of medium term
macroeconomic projections.



On the basis of the available official statistics, and information from international markets published by 10
December 2024, the Central Bank of Bosnia and Herzegovina (CBBH) estimates the annual growth of real
GDP in the third quarter of 2024 at 2.3%, which is identical to the September estimate. A moderate growth
of economic activity results from intensive activity in service sector, partly compensating for a decline of
the activity in the manufacturing sector. Since the beginning of the year, the major contribution to the annual
growth rates came from the activities of trade, hotel and catering while a negative contribution came from
manufacturing industry.

Decreased foreign demand from the euro area, with the October floods effect estimated on preliminary
basis, is the main reason of the expected modest growth of economic activity until the end of the year.
Consequently, our preliminary estimate of the real GDP growth intensity for the last quarter of 2024 is
2.1%. As said in the announcement on medium term macroeconomic projections in November, we believe
that the floods effect has a much larger impact on economic potential than the economic activity in short
term.

Table 1: Annual change of GDP in BH

September round of December round of
nowcast nowcast

Q1 2023. 1,8% 2,3%
Official dataat Q2 2023. 1,2% 2,0%
the moment of Q3 2023. 1,9% 2.4%
preparing the Q4 2023. 1,7% 1,7%
report Q1 2024. 2,7% 2,5%
Q2 2024. 2,2%

Main estimate from Main estimate from

September 2024 December 2024
Q2 2024. 2,5%

Q3 2024. 2,3% 2,3%
CBBH nowcast ;2%{;\;52?';32 . 2,5% 2,3%
Q4 2024.* 2,1%
2024 2,3%

Source: BHAS, CBBH estimate. * The first preliminary estimate.

The headline inflation in the fourth quarter of 2024 is estimated at 1.5% and core inflation at 3.8%. We
expect the increases of transport prices, due to base effect, and the effect of spillover of electric energy price
increases, to have a slightly stronger impact on the trend of consumer price index in the period ahead. Our
preliminary estimate of headline inflation in the first quarter of 2025 is 1.8%, and that of core inflation is
3.3%. Inflation in BH is mainly under the impact of changes in the level of core inflation, which excludes
the prices of food, alcohol beverages and tobacco, and also energy sources, indicating that the expected



growth of local prices is to a significant extent brought about by the expected growth of service prices. We
estimate the inflation in service sector, for the first ten months of 2024 at 4.9%.

The average growth of consumer prices shows divergent trends by the Entities, while the inflation of
consumer prices in BH is close the arithmetic average of inflation levels by the Entities, regardless of a
significantly higher weight of FBH in the overall state level spending. According to the data of the Entity
Statistics Agencies for October, the recorded annual inflation in the Federation of BH was 1.3%, while that
in Republika Srpska was 0.5%. In October, at BH level, the recorded annual inflation rate was 0.9%. Due
to a significant slowdown of inflation rate in September and October, according to official statistics data,
the CBBH estimates were revised downwards compared to the September short term inflation estimates.

We currently do not expect increase of inflation pressures in the country due to the effects of spillover of
inflation from international surrounding. Inflation in the euro area amounted to 2.2% in November. It is
projected that inflation in the euro area will be at the level around the ECB target level of 2% as early as
from the second quarter of 2025, due to weakening of cost pressures and gradual transfer of the effects of
earlier monetary policy decisions on consumer prices.

Table 2: Annual inflation in BH, for the period

I_-Ieadl_lne Core inflation
inflation
Q1 2023. 12,4% 6.7%
Q2 2023. 6,4% 7.5%
officia Q3 2023. 4,3% 6.8%
Icla . 2,0% 0
data/CBBH 20422023 10, 22 02
estimate for core - ! )

inflation Q1 2024, 2,0% 4,7%
Q2 2024. 1,9% 3.9%
Q3 2024. 1,3% 3,9%
October 0,9% 3,8%
- Q3 2024. 2.2% 3,8%
§ Sl 042024, 2,3% 3,8%
§ 2024 2.1% 41%
T Q4 2024. 1,5% 3.8%
a 2024 1,7% 4,1%
Q1 2025, 1,8% 3,3%

Source: BHAS, CBBH estimate.

We plan to publish the results of the next round of nowcast of GDP and short-term headline and core
inflation in March 2025.



