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Headline inflation in the euro area accelerated to 2.2% in September
following higher energy inflation, while core inflation inched-up to 2.4%

contributions of main components
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Current pressures on prices have moderated

Momentums of overall and core inflation in euro area Momentums of main inflation components in euro area
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In the last five months, food inflation has risen to around 3.2%, while services
inflation, though elevated, has gradually declined to an average of 3.2%

Inflation of food subcomponents in the euro area Inflation of services subcomponents in the euro area
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Inflation is set to temporarily undershoot the target in 2026 while magnitude
of revisions to the forecast narrowed considerably

Inflation forecast in EA

Inflation forecast in EA
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Wage pressures in the euro area expected to stabilise in 2025 amid a still
resilient labour market

Unemployment rate Job vacancy rate Compensation per employee
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High-frequency sentiment indicators remain stagnant, while uncertainty declined -
but remains relatively elevated

PMI indicators in 2025
Economic uncertainty indicators
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Economic activity in 2025 so far proved to be more robust than expected,
although recovery is still lagging behind the pre-pandemic trend

Projection of economic growth in the euro
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Financial markets have remained largely unfazed despite trade tensions, the
US government shutdown, French political gridlock, and other significant
geopolitical and economic factors

Implied volatility was this year mostly below 5y average Equity indices reaching all time highs in October
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Croatia’s GDP is expected to continue increasing at an average rate of

close to 3%, with activity significantly above the pre-pandemic trend

Croatia and prepandemic trend

Contributions to GDP growth
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Significantly surpassing growth observed in most EU countries -

Economic activity in the EA GDP growth rate (average 2025-2026)
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The labour market remains strong, while wage pressures are gradually easing

Employment and ILO unemployment rate in Croatia

Nominal and real gross wages in Croatia
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After increasing in 2025, headline HICP inflation in Croatia is expected to
decline to 2.8% in 2026

HICP inflation forecast in Croatia HICP inflation forecast in Croatia
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Inflation differential relative to euro area average stems mainly from food,
followed by services and energy

Difference between HICP inflation rates and contributions
of main components in Croatia and euro area

Inflation rates
in Croatia and euro area
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Since mid-2021, cumulative increase in general price level in Croatia has
been lower compared to other CEE countries (except Slovenia)

Cumulative headline inflation Cumulative food inflation Cumulative energy inflation
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Uncertainty around US tariff policy and potential ramifications for economic

outlook remain high

Effective Tariff Rates for Selected Countries
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Risk and uncertainty indices remain elevated
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Although direct exposure of EU is relatively limited, negative effects of
potential tariffs are more pronounced in certain sectors

% of GDP

Structure of Goods Exports to the United States, 2024
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Impact of tarrifs augmented by EUR appreciation since end-2024, -
however, current levels are not exceptional

Euro foreign exchange reference rate vs. US dollar EA inflation linked swaps (%) and Brent oil (USD/barrel)
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General government debt and the defense expenditure gap
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Funding the future of EU defense: The challenge of limited fiscal space

General government balance

Note: The defense spending gap is calculated as the difference between current defense spending
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Source: Eurostat
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Monetary policy, interest rates and business financing
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Market expectations for the ECB’s policy rate path shifted higher

Key ECB interest rates
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Interest rates on loans to corporates are generally declining in the euro
area, ...

Interest rates on new loans to NFC's Interest rates on existing loans to NFC's
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... While rates for households have mostly remained stable at the levels
reached in the first half of the year

Interest rates on new loans to HH's Interest rates on existing loans to HH's
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The credit activity in EA is slowly recovering, while loan growth in Croatia

still strong

Loans to NFC's

annual rate of change
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Lending standards in EA not restrictive with historic high housing loan
demand growth

Standardized credit standards Standardized credit demand
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HNB

Thank you very much for your attention!
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