
B&H Economic Insights: Moderate
economic outlook
In March Bosnia and Herzegovina reached one of the most important foreign policy goals
in history– getting the EU Negotiator country status. The economy kept growing at a
below-average rate real GDP of 1.7% yoy in 2023 with consumption and investments
driving the economy.

Key financial figures

2020 2021 2022 2023 2024

Real GDP (% yoy) -3.0 7.4 4.2 1.7 2.6

CPI Inflation (avg, % yoy) -1.0 2.0 14.0 6.1 2.7

Private Consumption (% yoy) -3.5 4.2 1.9 1.6 2.0

Gross Fixed Capital Formation (% yoy) -8.4 22.4 18.3 1.2 4.7

Unemployment (avg, %) 15.9 17.4 15.4 13.2 12.0

Current Account Balance (% of GDP) -2.8 -1.8 -4.3 -2.9 -3.4

Budget Balance (% of GDP) -2.6 0.1 0.5 1.0 -0.8

Public Debt (% of GDP) 35.1 32.9 28.5 26.1 25.6

EUR/LCY (avg) 1.96 1.96 1.96 1.96 1.96

Source: Refinitiv, local sources, RBI/Raiffeisen Research

Key takeaways:

• Accomplishing long-awaited reforms since the European Council granted Candidate
status to the BiH led to Negotiator country status, but important homework remains.

• Although we expected stronger GDP dynamics in the final quarter based on high-
frequency indicators, the Q4 release indicated a slower trend with reported growth of
1.7% yoy matching the overall real GDP growth in 2023 (0.1 pp below our forecast).

• B&H's economy managed to escape stagnation on the wing of strong internal demand
and the tourism sector hitting new record numbers.

• Inflation declined but is not yet overcome as the indicator accelerated slightly in
February to +2.1% with new challenges and price pressures in months ahead (energy).

• The beginning of 2024 has not brought the awaited foreign demand revival, hence we
revised our forecast for the real GDP growth in the next two years slightly downward
to 2.6% yoy in 2024 and 3% in 2025.
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Negotiator country status granted, but important homework remains

Since the European Council granted Candidate status to Bosnia and Herzegovina (BiH) in
December 2022, BiH has shown a strong commitment to move forward on long-awaited
reforms mostly in the area of the Rule of Law, such as the adoption of the Law on the
prevention of conflict of interests, the new Law on anti-money laundering and countering
terrorist financing, Law on High Judicial Council, Law on Public procurement. BiH has
also reached and maintained full alignment with the EU Common Foreign and Security
Policy, which is a significant positive step and crucial in the times of geopolitical turmoil.

Consequently, on March 12, 2024, the European Commission (EC) officially recommended
to the European Council to open EU accession negotiations with BiH, as the necessary
level of compliance with the membership criteria had been achieved. On March 21,
2024, the European Council opened accession talks with BiH thus launching the
next positive chapter in the country’s history. It is particularly significant that the
European Council's green light came only one year and three months after officially
obtaining candidate status. With this decision, the European Council calls on the EC to
prepare a negotiating framework for adoption by the Council once all the relevant steps
listed in the EC's recommendation of 12 October 2022 have been taken. The negotiation
framework can be completed by July 2024, after which the delegations of the EU and the
authorities in BiH would meet at an intergovernmental conference, which would officially
kick-off start of the negotiations.

For everything to be ready for the start of negotiations, in which the country could work on
the so-called clusters, the conditions from the EC document must be met. In this respect,
it is important to distinguish the EC document from 2022 where out of the "famous 14
EU priorities" which were set back in 2019, 8 key priorities were set to be fulfilled in
order to move forward on BiH's EU path. It is important to point out that on March 12, the
EC already made an analysis of what BiH has done regarding these preconditions
pointing out positive progress on all points. To put it short, the next minimum set of
priorities put in front of B&H authorities is the adoption of the Law on courts and the
Election Law.

There is the Election Law, which probably implies changes to the Constitution of BiH.
In that context, the Office of High Representative pushed further the trend of adoption
of EU agenda-related laws introducing technical amendments to B&H Electoral Law.
These amendments mean that the next Elections in B&H will be held with technical
support (electronic ID, scanners, independent Election commission etc.) which will provide
fair elections in the country. The OHR left the period of three weeks after imposed
amendments, for potential improvements and proposals from the key domestic political
parties. We have witnessed old-same heated rhetoric from the Republic of Srpska side,
neglecting any decision from the OHR related to Election law. However, after a meeting
of the Troika, HDZ and SNSD it seems that the Election Law as a product of domestic
politicians could be reached. Hence, we believe that this important step for the country
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and the trust given would break current disagreements and result in common goals and
a joint perspective in the period ahead.

We also expect positive economic consequences resulting from the Negotiator country
status of B&H i.e. regular participation in a larger amount of pre-accession funds, and
especially in the New Growth Plan for the Western Balkan worth EUR 6 bn, which is
a huge opportunity and a train the country should not miss.

BiH economy's resilience once again confirmed with 1.7 % growth in 2023

Although we expected stronger GDP dynamics in the year finale based on high-frequency
indicators, the first GDP Q4 2023 release indicated a slower trend with reported
growth of 1.7% yoy matching the overall FY real GDP growth for 2023.

Looking at the trends in Q4, final consumption held the B&H economy in a positive
area with private consumption up by 2% yoy and government consumption up by 1.4%
yoy, but positive change unexpectedly came from improved net exports position after
negative dynamics in previous quarters. Exports declined at a slower pace than imports
(-4.3% and -5.4% yoy respectively), thus shrinking the foreign trade deficit in Q4 2023.
Behind this positive turnaround in net exports position, stood out net exports of
services, in particular tourism, as a category which reported significant growth (arrivals
11.4% yoy, overnights 7.1% yoy) and IT sector (+8.4% yoy).

At the same time, the consumption uptick was correlated with better labour market
dynamics (ILO unemployment rate of 12.6%), wage increase (12% yoy), higher remittances
(4.5% yoy) and retail lending (+7.4% yoy). The only unexpected trend in Q4 came from
investments with a reported decline of -4.4% yoy which was on the trail of overall
economic slowdown in the region, but with expectation for recovery in the short and mid-
term horizon.

The GDP results for the full 2023 show a somewhat different picture in comparison
with Q4 alone as investment growth averaged 1.2% yoy in 2023, along with private
consumption (1.6% yoy) and government consumption (1.7% yoy), followed by a negative
net export position. Hence, the overall FY real GDP growth rounded up at below long-
term average 1.7% yoy in 2023, 10 bp below our forecast. The production side of GDP
results indicates service strength amid significant growth in accommodation services
with similar growth rates in Q4 (16.6% yoy) and FY 2023 (16.4% yoy). Also strong IT
segment reported real growth of 8.4% yoy in Q4 and 5.2% yoy in full 2023.
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Although the EU demand reduction in 2023 was pronounced with exports toward EU
countries shrinking by 8% yoy, B&H economy managed to escape stagnation with
modest growth on the wing of strong internal demand and tourism hitting new
record numbers.

Current account deficit shrank substantially in 2023 bringing new records

Q4 2023 brought almost half of C/A deficit compared to previous year amounting to
EUR 182.6 mn which is 45.4% yoy lower than in Q4 2022. With this better than expected
dynamics, the overall C/A deficit in 2023 shrank to EUR 703.4 million which is 30%
below last year’s figure or down to -2.8% of GDP.

C/A deficit trend

Source: CBBH, Raiffeisen Research

The goods trade deficit amounted to EUR -5.2 bn (0.2 % yoy) while on the services account,
the net position improved in 2023 (+1.1% yoy) indicating a record year with a surplus
on the services account exceeding EUR 2 bn for the first time in history. At the same
time, the recorded surplus of the secondary income was also high at EUR 2.6 bn out
of which net remittances inflow – one of the key source of purchasing power in B&H
amounted EUR to 1.8 bn (4.5% yoy). 2023 also brought a new record amount of FDI
EUR 0.8 bn which is 20% higher than in 2022 (3.3% GDP).

Inflation suppressed but not yet overcome

The downward trajectory of inflation persisted in the latter part of 2023, leading to a
sustained decline in inflationary figures interrupted only two times (in August and
December 2023) with YE inflation figure settling at 2.2% yoy, a level not seen since 2021. As
the calendar turned to 2024, January noted an inflation rate of +2.0% yoy with a slight
uptick in February to +2.1% yoy, driven primarily by a notable uptick in restaurant
and hotel prices (+7.3%). Conversely, sectors such as clothing and footwear saw a
sharp decline in the first two months (-6.3% yoy), continuing a trend from the previous
year, along with the transport category (-2% yoy) although we expect this category to
re-emerge in positive territory in the months ahead based on oil price growth. Housing
costs contracted mildly by -0.5% yoy in January, with already 0.4% growth in February.
Hence, February's modest uptick could be attributed partly to increases in housing costs
(+0.4% yoy), restaurant and hotels (8% yoy) and a moderated decline in transportation
expenses (-0.6% yoy, compared to -3.3% yoy in January).
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 Inflation print stable - but price pressure remains

Source: BHAS, Raiffeisen Research

The persistent downward trend in energy prices played a significant role in mitigating
inflation pressures, contributing to the overall stabilization of the inflation landscape
in the latter part of 2023 and early 2024. However, for the next period, we expect
some challenges and slight price pressure arising from the new wave of electricity
price increases introduced for legal entities (+20% yoy) and certain announcements for
household electricity prices hikes. The spillover effect could hit service segments the most,
and potentially utilities (heating). In these circumstances, we believe that inflation will
hover around 2.5% to 2.7% yoy on average in 2024, before finally settling at 2-2.5%
yoy in 2025.

GDP growth in 2023 slightly below expectations, recovery expected over 2024-2025

B&H's economy has shown resilience to global economic shocks in the previous economic
crises. Also in 2023, despite lower foreign demand in the EU which has dampened B&H
GDP growth through negative net exports, the domestic demand was robust and kept
the economy on the positive path expanding stronger than the Euro area (1.7% yoy
vs. 0.5% yoy). The 2023 GDP growth of 1.7% yoy was 10 bp below our forecast (1.8% yoy),
while quite weak Q4 prompted us to adjust the expected growth for 2024. In addition,
the beginning of 2024 has not brought long-awaited signs of foreign demand revival,
followed by a stronger rebound in exports of goods and industrial production. As a
result, we decided for a slight downward revision of real GDP forecast for the next two
years (2.6% yoy in 2024 vs. previously 3% yoy, and 3% in 2025 vs. previously 3.5% yoy).

Key growth contributors in the mid-term remain resilient private consumption and
modest investment growth. On the consumption side, the resilience has already been
reflected by a double-digit retail sales growth in the first two months of 2024, prolonged
wage growth as well as strong retail lending activity. Meanwhile, investment growth is
expected to be based on several energy and construction projects already in the pipeline
and a larger inflow of EU pre-accession funds and projects.

In addition, after averaging 6.1% in 2023 inflation trended at a softer pace of 2.1% yoy
in Jan/Feb 2024 so without ad hoc shocks, we forecast average inflation in 2024 to be
at 2.7% yoy in 2024 (30 bp below our first estimation). A slight uptick is expected
as the oil price increase and the electricity price hike spillover effect should gain some
momentum over the following months.
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 Modest GDP outlook in the mid term horizon

Source: BHAS, Raiffeisen Research
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Risk notifications and explanations

Disclosure
Risk notifications and explanations

Warnings

• Figures on performance of economic data presented in this publication refer to the past. Past performance of these data is not
a reliable indicator for future results and the development. This is particularly true in cases when the data has been available
short (e. g., for less than 12 months). In particular, this very short comparison period is not a reliable indicator for future results
and the development of economic data.

• The performance of economic data can rise or fall due to exchange rate fluctuations.
• Forecasts of future performance are based purely on estimates and assumptions. Actual future performance may deviate from

the forecast. Consequently, forecasts are not a reliable indicator for future results and the development of economic data.

The information in this publication which is contributed by analysts from RBI’s subsidiary banks are disseminated unaltered under
RBI’s responsibility.

A description of the concepts and methods used in the preparation of macro economic analyses is available under:
www.raiffeisenresearch.com/concept_and_methods.

Detailed information on sensitivity analyses (procedure for checking the stability of potential assumptions made in the context of
macro economic analysis) is available under: www.raiffeisenresearch.com/sensitivity_analysis.

 
Disclaimer

Responsible for this publication: Raiffeisen Bank International AG („RBI“)

RBI is a credit institution according to §1 Banking Act (Bankwesengesetz) with the registered office Am Stadtpark 9, 1030 Vienna,
Austria.

Raiffeisen RESEARCH is an organisational unit of RBI.

Supervisory authority: As a credit institution (acc. to § 1 Austrian Banking Act; Bankwesengesetz) Raiffeisen Bank International
AG is subject to the supervision by the Austrian Financial Market Authority (FMA, Finanzmarktaufsicht) and the National Bank
of Austria (OeNB, Oesterreichische Nationalbank). Additionally, RBI is subject to the supervision by the European Central Bank
(ECB), which undertakes such supervision within the Single Supervisory Mechanism (SSM), which consists of the ECB and the
national responsible authorities (Council Regulation (EU) No 1024/2013 - SSM Regulation). Unless set out herein explicitly otherwise,
references to legal norms refer to norms enacted by the Republic of Austria.

This document is for information purposes and may not be reproduced or distributed to other persons without RBI’s permission.
This document is a macro economic analysis, which contains no recommendations on financial instruments, indices or issuers of
financial instruments. This document constitutes neither a solicitation of an offer nor a prospectus in the sense of the Austrian
Capital Market Act (Kapitalmarktgesetz) or the Austrian Stock Exchange Act (Börsegesetz) or any other comparable foreign law.
An investment decision in respect of a financial instrument, a financial product or an investment (all hereinafter “product”) must
be made on the basis of an approved, published prospectus or the complete documentation for such a product in question, and
not on the basis of this document.

This document does not constitute a personal recommendation to buy or sell financial instruments in the sense of the Austrian
Securities Supervision Act (Wertpapieraufsichtsgesetz). Neither this document nor any of its components shall form the basis for
any kind of contract or commitment whatsoever. This document is not a substitute for the necessary advice on the purchase or
sale of a financial instrument, a financial product or advice on an investment. In respect of the sale or purchase of one of the above
mentioned products, your banking advisor can provide individualised advice suitable for investments and financial products.
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This analysis is fundamentally based on generally available information and not on confidential information which the party
preparing the analysis has obtained exclusively on the basis of his/her client relationship to a person.

Unless otherwise expressly stated in this publication, RBI deems all of the information to be reliable, but does not make any
assurances regarding its accuracy and completeness.

The information in this publication is current as per the latter's creation date. It may be outdated by future developments, without
the publication being changed.

Unless otherwise expressly stated (www.raiffeisenresearch.com/special_compensation) the analysts employed by RBI are not
compensated for specific investment banking transactions. Compensation of the author or authors of this report is based (amongst
other things) on the overall profitability of RBI, which includes, inter alia, earnings from investment banking and other transactions
of RBI. In general, RBI forbids its analysts and persons reporting to the analysts from acquiring securities or other financial
instruments of any enterprise which is covered by the analysts, unless such acquisition is authorised in advance by RBI’s Compliance
Department.

SPECIAL REGULATIONS FOR THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND (UK): This document does not
constitute either a public offer in the meaning of the Austrian Capital Market Act (Kapitalmarktgesetz; hereinafter „KMG“) nor a
prospectus in the meaning of the KMG or of the Austrian Stock Exchange Act (Börsegesetz). Furthermore, this document does
not intend to recommend the purchase or the sale of securities or investments in the meaning of the Austrian Supervision of
Securities Act (Wertpapieraufsichtsgesetz). This document shall not replace the necessary advice concerning the purchase or the
sale of securities or investments. For any advice concerning the purchase or the sale of securities of investments kindly contact
your RAIFFEISENBANK. This publication has been either approved or issued by RBI in order to promote its investment business.
Raiffeisen Bank International AG (“RBI”), London Branch is authorised by the Austrian Financial Market Authority and subject to
limited regulation by the Financial Conduct Authority (“FCA”). Details about the extent of its regulation by the FCA are available
on request. This publication is not intended for investors who are Retail Customers within the meaning of the FCA rules and shall
therefore not be distributed to them. Neither the information nor the opinions expressed herein constitute or are to be construed
as an offer or solicitation of an offer to buy (or sell) investments. RBI may have affected an Own Account Transaction within the
meaning of FCA rules in any investment mentioned herein or related investments and/or may have a position or holding in such
investments as a result. RBI may have been, or might be, acting as a manager or co-manager of a public offering of any securities
mentioned in this report or in any related security.

SPECIFIC RESTRICTIONS FOR THE UNITED STATES OF AMERICA AND CANADA: This document may not be transmitted to, or
distributed within, the United States of America or Canada or their respective territories or possessions, nor may it be distributed
to any U.S. person or any person resident in Canada, unless it is provided directly through RB International Markets (USA) LLC
(“RBIM”), a U.S. registered broker-dealer, and subject to the terms set forth below.

SPECIFIC INFORMATION FOR THE UNITED STATES OF AMERICA AND CANADA: This research document is intended only for
institutional investors and is not subject to all of the independence and disclosure standards that may be applicable to research
documents prepared for retail investors. This report was provided to you by RB International Markets (USA) LLC (RBIM), a U.S.
registered broker-dealer, but was prepared by our non-U.S. affiliate Raiffeisen Bank International AG (RBI). Any order for the
purchase or sale of securities covered by this report must be placed with RBIM. You can reach RBIM at 1177, Avenue of the Americas,
5th Floor, New York, NY 10036, phone +1 212-600-2588. This document was prepared outside the United States by one or more
analysts who may not have been subject to rules regarding the preparation of reports and the independence of research analysts
comparable to those in effect in the United States. The analyst or analysts who prepared this research (i) are not registered or
qualified as research analysts with the Financial Industry Regulatory Authority (“FINRA”) in the United States, and (ii) are not allowed
to be associated persons of RBIM and are therefore not subject to FINRA regulations, including regulations related to the conduct
or independence of research analysts.

The opinions, estimates and projections contained in this report are those of RBI only as of the date of this report and are subject
to change without notice. The information contained in this report has been compiled from sources believed to be reliable by RBI,
but no representation or warranty, express or implied, is made by RBI or its affiliated companies or any other person as to the
report’s accuracy, completeness or correctness. Securities which are not registered in the United States may not be offered or sold,
directly or indirectly, within the United States or to U.S. persons (within the meaning of Regulation S under the Securities Act of

8 PLEASE NOTE THE RISK NOTIFICATIONS AND EXPLANATIONS AT THE END

Th
is

 r
ep

or
t i

s 
in

te
nd

ed
 fo

r 
re

pl
ac

em
e@

bl
ue

m
at

ri
x.

co
m

. U
na

ut
ho

ri
ze

d 
di

st
ri

bu
tio

n 
of

 th
is

 r
ep

or
t i

s 
pr

oh
ib

ite
d.



 

1933 [“the Securities Act”]), except pursuant to an exemption under the Securities Act. This report does not constitute an offer with
respect to the purchase or sale of any security within the meaning of Section 5 of the Securities Act and neither shall this report
nor anything contained herein form the basis of, or be relied upon in connection with, any contract or commitment whatsoever.
This report provides general information only. In Canada it may only be distributed to persons who are resident in Canada and
who, by virtue of their exemption from the prospectus requirements of the applicable provincial or territorial securities laws, are
entitled to conduct trades in the securities described herein.

If any term of this Disclaimer is found to be illegal, invalid or unenforceable under any applicable law, such term shall, insofar as
it is severable from the remaining terms, be deemed omitted from this Disclaimer. It shall in no way affect the legality, validity or
enforceability of the remaining terms.
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