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In line with the expectation, the July CPI reading brought the rate below 1% yoy 
(–0.7% mom, 0,8% yoy), thus confirming the slowdown of inflationary pressures 
and suggesting a potential revision of the initial forecast for the whole year, 
currently standing at the average of 1.5% yoy. The shortfall in expectations is 
achieved in the prices of energy and utility services primarily, partly because of 
the decline of administrative set prices and partly due to developments in the 
global commodity markets (primarily oil). Nevertheless, consumer inflation re-
mains in a positive territory, mainly driven by food prices, while energy has been 
moving in the downward direction (VAT on electricity has decreased to 13% from 
25% since the beginning of this year).

In the January – July period the average inflation rate, measured by the CPI 
totalled 1.0%. Despite the slowdown in growth dynamics, it is at significantly 
higher levels than in the same period last year, when prices fell by 1.5% yoy. The 
inflation returning to positive values is primarily a consequence of the growth in 
the prices of food, beverages, transport and prices in restaurants and hotels. In 
addition to the higher VAT on services in hospitality industry, some of the growth 
in the latter category is surely accounted for by a growing demand in tourism.

Again this year tourism will remain the main driver of healthy economic results, 
generating additional investments directed at increasing both capacities and 
quality. Although part of the increase in tourist arrivals/nights should be attrib-
uted to the instability in the competitive Mediterranean markets (Turkey and North 
Africa), the fact remains that Croatia is constantly improving its competiveness in 
tourism1. According to H1 preliminary results, both the number of arrivals and the 
number of overnight stays rose by double-digit rates (23% yoy both) and similar 
dynamics (more than 10% yoy) continued in July. As a result, we estimate that 
2017 might exceed even the most optimistic forecasts and have a multiplicative 
effect on the rest of the economy, holding the rate of economic growth at around 
3 percent. Furthermore, as a labor-intensive industry, a consistent performance 
of tourism is crucial for the Croatian economy as the relatively high employment 
connected to tourism and the high share of private accommodation (on avg 30% 
but even close to 70% in the high season) have a direct impact on disposable 
income of households. In addition, the robust performance of travel services miti-
gates deficits on goods account thus supporting a current account surplus and 
decreasing external vulnerability.

In the second half of the year we expect inflation rates measured by the CPI to 
remain in the positive territory, but still below the relatively modest 1%. It seems 
that even the relatively high wage increase has but a limited impact on inflation 
dynamics. Since February nominal net wages have risen more than 5% yoy 
and a similar trend may be expected in the upcoming months. It is precisely for 
the June wages and the July unemployment rate that the upcoming week is re-
served. Besides a solid growth in wages (widely supported by tax relief since the 
beginning of the year), we expect to see a slightly higher unemployment rate in 
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1  The Travel & Tourism Competitiveness Report 2017 ,  published by the World Economic Forum
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Market Comment/Outlook

comparison to June but the expected rate of 10.9% would represent a significant 
annual improvement (–2.3bp).

No sooner had we thought that the local financial market would operate in a 
relatively quiet mood, small appreciation pressures (market rate fell shortly to 
7.39 kuna per euro) motivated the central bank to intervene on the FX market. 
The CNB purchased EUR 126 mn from banks at average rate 7.408032 kuna 
per euro thus creating additional 0.9 bn HRK liquidity. This was the fourth FX 
intervention in 2017 by which the monetary authority showed its commitment to 
the stability of HRK clearly. All in all, the summer on the FX market was very calm. 
The EUR/HRK rate kept a stable footprint, mostly around the 7.40 level. HRK has 
been supported by FCY inflows from tourism, while the awareness of the CNB 
commitment to FX stability does not allow any stronger appreciation pressures. 
Similar FX movements might be expected over the next weeks.

As the tourist season ends and the end of the year approaches, EUR/HRK should 
trend slightly upwards. However, compared with 2016, the average as well as 
the end of the year figure should reach lower levels. FCY inflows from exports, 
stronger investments and increasing demand for HRK loans, together with re-
duced fiscal risks are some of the factors that will support HRK in the upcoming 
months. On the other hand, the central bank has no intention to change its FX 
policy, and FCY demand is likely to increase due to the relatively high import 
dependence (that usually grows stronger amid recovery in domestic demand and 
tourism). In addition, the possible sovereign issuance (indexed to the euro) just 
before the maturing of a HRK bond in November might mitigate the HRK depre-
ciation pressures. In case of a pure HRK issue, no FX market reaction is expected.

After more than a month, finally the Ministry of Finance has announced a new 
T-bill auction for the upcoming Tuesday. It plans to issue HRK 1 bn of 1Y T-bills 
and 100 mn of 182-day short term securities. We do not expect any changes in 
yields and the maturing amount (HRK 1.15 bn) will be covered definitely.

Finally, the local bond market as well as the Croatian Eurobonds will move in line 
with the regional peers but will also benefit from the improved fiscal metrics, solid 
growth and still extremely accommodative monetary policy.

Zrinka Živković Matijević
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Equity Market
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Market performance
Index 1w % ytd % Value on*

18.8.2017

PX (CZ) 1.13 12.04 1,033

SBITOP (SI) 0.86 12.91 810

ATX (AT) 0.61 21.51 3,182

BUX (HU) 0.61 15.73 37,036

CROBEX (HR) 0.49 –4.70 1,901

SASX10 (BH) 0.41 –10.25 620

BETI (RO) 0.18 17.61 8,332

NTX (SEE,CE,EE) 0.12 20.58 1,220

SOFIX (BG) –0.38 23.24 723

BELEX15 (RS) –0.46 0.51 721

WIG30 (PL) –0.51 21.99 2,737

MICEX (RU) –1.05 –13.81 1,924
* as at 16:30 CET.
Source: Bloomberg, Economic RESEARCH/RBA

Top/Flop – CROBEX index
Share 1w % Price on* Share 1w % Price on*

18.8.2017 18.8.2017

Uljanik Plovidba 18.35 168 Đuro Đaković Grupa –0.17 30

Končar EI 4.31 750 Adris Grupa (P) –0.22 452

Atlantska Plov. 3.30 438 Dalekovod –0.62 22

Ingra 2.45 5 HT –0.76 179

Valamar Riviera 2.09 45 Atlantic Grupa –0.96 815

AD Plastik 1.05 169 Petrokemija –1.33 15

OT – Optima T. 0.98 3 Maistra –1.56 315

Podravka 0.92 318 Kraš –3.16 460

Zagrebačka Banka 0.76 55 Ericsson NT –3.52 1,205

Luka Ploče 0.23 521 Zagrebačka burza –3.86 14

Arenaturist 0.20 490 Viadukt –10.00 36
* as at 16:30 CET.
Source: ZSE, Economic RESEARCH/RBA

Trading comment
The regular equity turnover on the Zagreb Stock Exchange last week amounted 
to only HRK 4 mn daily on average. Thereof, the most traded were shares of 
Valamar Riviera and Hrvatski Telekom. Stock index CROBEX advanced by 0.5% 
with shares of Uljanik Plovidba as the best performers among member compa-
nies. Accordingly, CROBEXtransport was the winner among sector indices, while 
industrial sector index lost the most. Majority of equity indices in the region saw 
gains last week.

Company news
Đuro Đaković Specijalna Vozila, the member company of Đuro Đaković Grupa 
contracted with German customer delivery of freight wagons for transportation of 
sheet metal rolls. Value of the contract is HRK 62 mn. Đuro Đaković Grupa also 
informed that HRK 51.1 mn of new capital (2.6 mn new shares) was subscribed, 
which means the success threshold for the New Share Issue has been reached. 
Restructuring and Sale Centre (CERP) announced the invitation for submission of 
binding offers for the purchase of 1,584,124 shares of Luka Rijeka (11.75% of 
the founding equity) owned by Republic of Croatia. The offered price per share 
must be at least HRK 49 while the deadline for submitting binding offers is August 
28, 2017 until 12.00.

In this week
In this week we expect similar trading dynamics on the Zagreb Stock Exchange.

Ana Turudić

New contract for Đuro Đaković Grupa
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Institutions Act.
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This publication is for information purposes only and may not be reproduced, translated, distributed or made available to other persons other than intended users, in whole or in part, 
without obtaining prior written permission of RBA on a case to case basis. This document does not constitute any kind of investment advice or a personal recommendation to buy, 
hold or sell financial instruments and it is neither an offer nor a solicitation of an offer. This document is not a substitute for any form of a legal document which is required pursuant 
to regulations of any state, including the Republic of Croatia, for a primary issue or secondary trading in financial instruments, regardless of whether investors are classified as retail 
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This publication is fundamentally based on generally available information, which we consider to be reliable, but we do not make any representation, warranty or assurance as to 
accuracy, completeness or correctness of such information. All analyses contained in this publication are based solely on generally available information and on assumption that 
the information is complete, true and accurate, which may not necessarily be the case, and, for the user, they involve risks related to issuer, capital market, general economic and 
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Bureau of Statistics, the Croatian National Bank, the Government of the Republic of Croatia, the Croatian Employment Service, the Croatian Pension Insurance Institute, the Ministry 
of Finance, the Croatian Financial Services Supervisory Agency, the Zagreb Stock Exchange, the Institute of Economics, Bloomberg, Eurostat, the Vienna Institute for International 
Economic Studies and other sources which are expressly stated in the analysis.

RBA is under no obligation to keep current the contents of this publication and reserves the right to withdraw or suspend them in whole. The publication of an up-to-date revised 
analysis, if any, shall be made at the discretion of analysts and RBA. In case of any modification or suspension of the contents of this publication, RBA shall publish the notice of 
modification or suspension, and information regarding the circumstances which lead to the modification or suspension of this publication, in the same manner as this publication, 
with a clear reference to the fact that the modification or suspension apply to this publication.

This publication does not purport to be and does not constitute a basis for making any investment decision and all users are advised to seek additional expert advice and information 
to the extent they deem necessary, before making any investment decision.

The prices of financial instruments mentioned in this publication are the closing prices available at 16:30 CET on the day which precedes the date of this publication, unless stated 
otherwise in the publication.

Investment options discussed in this publication may not be appropriate for certain investors, depending on their specific investment objectives and investment time horizon, and 
taking into account their overall financial situation. Investments which are the subject of this publication may vary in price and value. Investors may generate returns which are below 
their initial capital investment. Exchange rate changes may adversely affect the investment value. Besides, past performance is not indicative of future results whatsoever. Risks arising 
from investment in financial instruments, financial products or investment instruments which are the subject of this publication are not explained in whole or in full detail. Information 
is provided “as is” without giving warranties of any kind and may not be deemed to substitute any investment advice. Investors have to make independent decision regarding the 
appropriateness of investment in any instruments discussed or mentioned in this document, based on risks and benefits resulting from such instruments, and on their investment stra-
tegy and legal, fiscal and financial position. As this publication is not personal recommendation for investment, neither it and nor any of its components, forms a basis for conclusion 
of any kind of deal, contract or commitment whatsoever, nor should it be relied upon or used as an incentive for or in connection with such actions. Investors are advised to seek 
specific detailed information and advice from competent certified investment advisors.

RBA, Raiffeisen Bank International AG (“RBI”), and any other company connected with them, including their directors, authorized representatives or employees, and any other 
party, do not accept any responsibility of liability arising in any way (whether due to negligence or otherwise) for any damages or losses whatsoever which result from the use of 
this publication or its contents or which may otherwise be caused in connection with this publication.

This publication is disseminated to investors who are expected to make independent investment decision and estimates of investment risks, including issuer risk, capital market risk 
and risks related to economic and political circumstances and prospects, without placing undue reliance on this publication, and this publication shall not be distributed, reproduced 
or published in whole or in part for any purpose, without RBA’s permission.

RBA publishes financial instrument valuation and analyses independently or as part of publications which are created and distributed by RBI and Raiffeisen Centrobank, Austria 
(“RCB”) under the name Raiffeisen ISTRAŽIVANJA. The analyses may relate to one or more issuers, and to financial instruments issued by them.

Unique criteria for issuance of stock market recommendation (rating) and risk classification are defined as follows:

“Buy”: for stocks which have an expected total return at least 10% (15% for stocks with high volatility risk) and represent the most attractive stocks among all stocks we analyze and 
valuate over next 12 months

“Hold”: for stocks for which we expect a positive return up to 10% (up to 15% for stocks with high volatility risk) over next 12 months.

“Reduce”: expected negative return up to –10% over next 12 months.

“Sell”: for stock with expected negative return by more than –10% u over next 12 months.

Target prices are based on calculated fair value which is derived by applying relative valuation tools (peer group analysis) or discounted cash flow DCF method. Detailed informa-
tion on specific valuation methods applied is available at: https://www.rcb.at/en/the-bank/business-segments/cr/concept-and-methods/

When publishing the analyses, ratings are determined by applying above mentioned ranges. Temporary deviations from the aforementioned ranges will not automatically result in 
the alteration of a recommendation, and the respective recommendation will be placed under review instead.

Opinions concerning Croatian money market rates and price fluctuations of government bonds issued in the Republic of Croatia are based on the analysis of market ratio movements.

This publication is not an offer or a personal recommendation to buy or sell a financial instrument. Information presented here does not constitute a comprehensive analysis of all 
material facts related to issuer, industry or financial instrument. This publication may contain expectations and forward-looking representations, which involves risks and uncertain-
ties, however, they are not a warranty or indication of future results whatsoever and are therefore subject to change. Therefore, no warranty or representation, whether express or 
implied is made and no reliance should be placed on the fairness, accuracy, completeness or truth of information and views provided in this publication.

RBA analysts are involved in production of recommendations published and distributed by RCB, regarding the companies listed below along with the date of initial recommendation:

Adris Grupa d.d. (21.01.2005.), Atlantic Grupa d.d. (8.6.2015.), Ericsson Nikola Tesla d.d. (18.01.2005.), Hrvatski Telekom d.d. (11.12.2007.), Ledo d.d. (13.10.2015.), Podravka 
d.d. (3.3.2003.) i Valamar Riviera d.d. (17.12.2015.).

Overview of Raiffeisen recommendations:
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% of all recommendations 14% 58% 14% 0% 14% 0%

Investment banking services 0 0 0 0 0 0

% all IB services 0% 0% 0% 0% 0% 0%

A list of all historic recommendations for stock coverage, local money market rates in the Republic of Croatia, Croatian government bonds issued in the local markets and other 
recommendations is available at: http://www.rba.hr/istrazivanja/povijest-preporuka

Please note that RBA, its related companies, employees, executives and other persons who participated in the preparation of this publication, and their related persons, may hold or 
trade in financial instruments in excess of 0.5% of the issuer’s equity stake or deal with entities from the industries discussed in this publication. However, by applying confidentiality 
protection and conflict of interest prevention measures RBA has ensured to a reasonable extent that this circumstance has not in any way affected anything that is mentioned in this 
publication.
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