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Growth continues, but is it enough? 

positive external environment continues   

 higher energy prices, “trade wars” and increase of interest rates might harm global growth 

despite solid GDP growth, structural issues remain in majority of SEE economies – drivers of sustainable 

long-term growth?! 

size of domestic markets – pros and cons  

convergence process is on again, but in majority of SEE economies not at satisfactory pace  

future of EU integration process will have an important role on future economic trends in SEE region 

lack of labour force to decrease potential GDP growth? 
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Inflation is back and for the time being 

under control 

  risk of deflation led to implementation of unprecedented monetary stimulus in Eurozone  (record low key 

interest rates, QE, LTRO...) 

 ECB’s measures influenced financial markets outside EMU as well  

 deflation in SEE region had a temporary character and contributed positively to GDP growth (via stronger 

household consumption) 

 mild and expected inflation has a positive impact on micro and macro level 

 gradual “normalisation” of monetary policy in most developed economies is expected 

 global risks might lead to more aggressive monetary tightening with negative impact on growth 

 



Imbalances remain narrowed 
 
pre-crisis period was characterised by strong growth, but also by high fiscal and external imbalances  

global crisis led to prolonged recession and pressures on stability of financial systems 

“twin-deficit” typical for transition economies 

cyclical or structural improvement?  

vulnerabilities decreased but risks for the SEE region of deteriorating global sentiment remain 

sovereign credit ratings remain unfavourable – ex-post reaction by agencies 

lower imbalances lead to more stability respectively higher risk appetite 

 



 
How to become more growth and 
investment friendly? 
 



Foreign capital – still needed in SEE region 



What would impact SEE capital markets? 
 

Weaknesses/Threats: 

• low level of economic (financial)  development   

• economy of scale, lack of quality issuances 

• bank-centric environment  

• increase of key interest rates (capital outflow?) 

• weak institutions and business climate 

• unstable & unfair taxation system 

• negative demographic and migration trends 

• weak corporate management and transparency 

• “internationalization” of SEE economies 

• Agrokor crisis & restructuring 

• low financial knowledge 

Strengths/Possibilities: 

• stronger GDP growth 

• further decrease of real yields 

• EU& EMU perspectives of countries  

• supranational (EU) initiatives to 

increase significance of capital 

markets 

• privatization  

• reform of pension systems  

• municipality bonds  

• decrease of sovereign risk 



Thank you!!! 

E-mail: zdeslav.santic@splitskabanka.hr 


