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Serbia: Central Bank to keep policy rate on hold
at 3%
With inflation back within the target band and the economy still strong,
we expect the National Bank of Serbia (NBS) to go with the consensus and
stay on hold at its 12 July meeting

Inflation back on track
At 2.1% YoY, inflation surprised a bit to the upside in May. This was mainly due to seasonally
higher prices of some food items so nothing to worry the NBS too much. In our previous notes we
mentioned that the benign inflation outlook along with RSD strength could still offer a window of
opportunity for a rate cut. Now, with inflation back in the target band, we believe that the NBS has
likely reached the terminal key rate of the easing cycle.

Well-contained inflation expectations
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RSD still holding strong
While not enough to change the bigger picture, RSD appreciation pressures are still present. The
NBS bought EUR350m in June alone, to curb RSD strength. To date, July looks on track for similar
numbers, after the NBS intervened with EUR70m.

EUR/RSD...is the patient dead or alive?

Source: NBS, ING

What’s next for the NBS?
We expect the NBS to stay on hold for the rest of the year and likely consider its next moves in
sync with the ECB and to some extent with other regional central banks. As the current economic
growth is not necessarily credit-driven, the NBS will probably try to avoid any premature
tightening and delay hikes as much as possible, provided inflation allows this.
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Disclaimer
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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.
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London branch is registered in England (Registration number BR000341) at 8-10
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United States under applicable requirements.
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