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Parameters used for GDP projections
|

Investments, as one of the key factors of the economic growth, during the second quarter of 2020, have
recorded a high decline

International trade is the main channel through which the negative effects of the changes in the economic activity
(business cycles) are transmitted between the individual countries within the global economy

Negative results from the crisis, in the domain of foreign trade, will be effected through several basic channels:

* The first channel is the trade with industrial products related to the global value chain. Exports through this
channel account for 50 percent of the total exports of goods to the Macedonian economy, participating with 25
percent in GDP

* The second channel refers to the export of raw materials, semi-finished products and final industrial products of
Macedonian companies that are not directly related to GVCs

* The third channel refers to the inflow of foreign direct investments in the economy

* The fourth channel refers to the inflow of remittances from our citizens working abroad - some of them have lost
their jobs, some work part-time, and some returned to the country
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Table 1: Basic economic indicators for the Republic of North Macedonia in the year before the COVID-19
crises and in the first and second quarter of 2020

DP (real growth rates, %) 2.8 1.1 2.9 3.2

(1 ST eI E GUHEE 34 02 54 37 03 35 -134 37 25
nflation CPI -0.2 2.4 0.9 0.4 0.6 0.7 0.5 0.6 0.5

nemployment rate (in %) 23.7 22.4 20.7 17.3 16.2 16.7
Budget balance (Central budget and

unds budget balance as % of GDP Gl i e Tl U 02 O

otal credits (annual growth rate) -0.1 54 7.3 6.0 6.8 6.9 5.8 5.8 6.6
otal deposits (annual growth rate) 6.1 5.0 12.1 9.0 8.8 7.8 7.9 7.9 8.4

0,
urrent account balance (as % of 21 10 014 28 0.0 07 08 14
rade balance (as % of GDP) -18 -18.1 -16.9 -17.8 -1.2 -1.8 -1.6 -4.67
Direct investments (in million of EUR) 316.9 180 603.7  290.6 24.9 -42.2  -108.4 -132.69
ross external debt (as % of GDP) 74.7 73.4 3.3 72.2 76.3

ross foreign reserves (in million of
UR

Source: National Bank of the Republic of North Macedonia:Latest macroeconomic indicators, Current Situation Report, 20 June 2020, 20 august 2020.

2613.4 2336.3 2867.1 3262.6 3100.6 3084.5 3017.3 3017.3 3639.7



Parameters used for GDP projections
|

The strongest short-term decline in the economic activity since the past 150 years all over the world.
* The short-term decline of economic activity among the European Monetary Union member states (the first two quarters of 2020) is significant and is estimated at -12,1 %.

* The unemployment rate for the second quarter of 2020, compared to the first quarter has increased, and according to the calculation is at 7.7 %.
* The latest GDP estimates prepared by European Commission, has predicted decline in real GDP at -7.8 % among EMU countries.

Forecast of real GDP of most important trade partners of North Macedonia

5
4
3
2
1
0
-1
-2
]
-4 B 2022
-5 -4.3
61 56 -5.1
-7 A
87 7.8
-9
10 - -9.0
11 -10.3 99 2
Germany Great Britain Greece Italy Serbia Bulgaria EMU (Eurozone) World 11
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GDP growth rate projections from different institutions
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Source: World bank (https://www.worldbank.org/en/country/northmacedonia), IMF (https://www.imf.org/en/Countries/MKD), News NBRNM: http://nbrm.mk/ns-newsarticle-soopstenie-
552020.nspx, European Commission: European Economic Forecast Autumn 2020, Institutional Paper 136/November2020, Ministry of Finance of Republic of North Macedonia —
Draft Budget for 2021
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Parameters used for GDP projections

Besides the above mentioned elements, the projection is performed on the following assumptions:

the pandemic intensity will significantly decrease by the end of the second quarter of 2021;

the Government would not use extremely strict restrictions that would lead to lock down of entire economic
sections and the business entities should adapt the working process to the so called “new reality”;

in 2021, especially in the third and fourth quarters a significant recovery of the Macedonian economy will be
evident, but the recovery it would not be complete, the complete recovery will happen in 2022;

after 2022 the economy will continue to perform with growth rates around its long-term trend.

13
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Industrial index growth
The industrial production as a component of GDP is a typically pro-cyclical category. This means that is increasing
with the growth of the total economic activity and vice versa is decreasing with the decreases of the total economic
activity
Chain indices of industrial production in North Macedonia, by years, period 2010 —
2019
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I|nput data — industry sector

Mil. EUR
6000 A
5,379
]
726,0769143
4000 1 Il Chemical
3189 Food
— - Iron Steel
2,693 553 87321 Non-metallic
I ,
Log, 4164933513 s Other
2000 - — 3581,481659 MM Paper
1,414 1,386 ZSM% [ Non-ferrous
152 e
] - 1811,383633 2087,964536
1328,647411
972,9286233 935,7999547
0 .
M~ o LN o [T} (@)
— o~ [N o (98] <t
(@} (@} (@} (@) o (@}
o~ o~ o~ o~ [@N] [@N]

-10
-15
-20
-25
-30

N
2022 2038

2024

2026 2028

2030 2032

2034

2040

—— VIHAYCTpMja 3a rpafexxeH maTepujan, CTakao U KepaMmnka = EKcnnoaTtauuja Ha pyam

—— [pexpaHbeHa nHAayCcTpWja, Njanaum 1 TyTyH

— MHAyCTpWja 3a XxapThja 1 neyatere

TeKCTUAHA MHAYCTPUjA U KOXKAPCTBO

=== [IHAYCTPWja 32 }Keneso, YeNuk n oboeHa meTanypu
e (OCTaHaTN MHAOYCTPUM

= XeMMNCKa MHAYCTPKja

—— VIHXeHepCcTBO 1 Apyra MeTanHa MHAYCTpUja
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Final energy demand per fuel
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Electricity results
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Installed capacity by type of technology

Moderate transition
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Note: Lignite generation takes into account the raw material supply constraint of ~5 M tons / year (3.5 M tons / year since 2035). Difference may arise due to rounding o

Source: Strategy& analysis, MANU modeling on net installed capacities



British Embassy
Skopje

NN L

RN
ukaid

from the Britis! ple

TETRA TECH

International Development


http://iceor.manu.edu.mk/

