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Serbia: Central bank keeps key rate on hold at
3%
Though inflationary pressures are fairly benign, the National Bank of
Serbia opted to wait and see how external developments unfold. We
believe there is still room for one more rate cut this year, but the window
of opportunity will soon be closing
We called for a 25bps cut in our NBS preview, based mainly on the benign inflation outlook for the
medium term and strength in the Serbian dinar. In the press release which followed today’s
decision, the NBS acknowledged that inflation “should approach the target mid-point of 3.0% in
the second half of 2019” and that inflation expectations are well contained.
With this in mind, we find little reason on the domestic side for keeping rates on hold, besides the
need to further assess the impact of previous rate cuts. Hence, we believe that the main reason for
today’s decision stems from the external environment. On this topic, the NBS noted the
uncertainties surrounding oil prices and diverging policies of the Federal Reserve and European
Central Bank- both of which seem fairy contained.
We believe that the window of opportunity for policy easing is getting narrower, as inflation has
probably bottomed in April and should follow a slower upward trend going forward. An eventual
rate cut at the next couple meeting could be on the table if the currency strengthens significantly,
as the inflation outlook alone doesn’t seem to be convincing enough for the NBS. A rate cut is likely
to be accompanied by a further narrowing of the standing facilities corridor to ±1ppt from
±1.25ppt to partially offset its impact.

Valentin Tataru
Economist, Romania
+40 31 406 89 91
valentin.tataru@ing.com

10 May 2018

Disclaimer
This publication has been prepared by the Economic and Financial Analysis Division of
ING Bank N.V. ("ING") solely for information purposes without regard to any particular
user's investment objectives, financial situation, or means. ING forms part of ING
Group (being for this purpose ING Group NV and its subsidiary and affiliated companies).
The information in the publication is not an investment recommendation and it is not
investment, legal or tax advice or an offer or solicitation to purchase or sell any
financial instrument. Reasonable care has been taken to ensure that this publication
is not untrue or misleading when published, but ING does not represent that it is
accurate or complete. ING does not accept any liability for any direct, indirect or
consequential loss arising from any use of this publication. Unless otherwise stated,
any views, forecasts, or estimates are solely those of the author(s), as of the date of
the publication and are subject to change without notice.
The distribution of this publication may be restricted by law or regulation in different
jurisdictions and persons into whose possession this publication comes should inform
themselves about, and observe, such restrictions.
Copyright and database rights protection exists in this report and it may not be
reproduced, distributed or published by any person for any purpose without the prior
express consent of ING. All rights are reserved. The producing legal entity ING Bank
N.V. is authorised by the Dutch Central Bank and supervised by the European Central
Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no.
33031431 Amsterdam). In the United Kingdom this information is approved and/or
communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING
Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of
ING, and which has accepted responsibility for the distribution of this report in the
United States under applicable requirements.

ing.com/think

2

