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Overview
The economy grew by 2.8% in 2024

GDP to grow by 3.4% in 2025, driven by expansionary fiscal policy (higher pensions and public
investment) and private consumption on the back of higher wages and pensions

High public spending contributes to growth in the short term, but has fiscal implications:
IMF projects a budget deficit of 5.0% of GDP in 2025; consolidation necessary

Expansionary fiscal policy contributes to higher inflation; Oct-25: inflation at 4.5%; no room for
relaxation of monetary policy so far

EU accounts for more than % of MKD exports of goods, partly due to integrated value chains in
the automotive sector; in 2024, exports declined due to weak EU car industry

High FDI attraction in 2024: EUR 1.25 bn or 7.5% of GDP; strong DEU FDI in automotive sector
Remittances equivalent to 14% of GDP; no major dynamics in recent years
Special issue
Minimum wage. Development 2012-2025 and analysis of current law
SEPA. MKD joined SEPA, operational since Oct-25; savings of ca. EUR 62 m p.a. expected

Regional comparison. Economic indicators for MKD, ALB and KOS
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Basic indicators

MKD ALB BIH KOS MNE SRB
GDP, EUR bn 16.7 26.6 29.5 11.2 8.3 88.7
GDP/capita, EUR 9,204 9,851 8,556 7,124 13,290 13,589
Population, m 1.8 2.7 3.4 1.6 0.6 6.5
Source: IMF WEO October 2025; Note: estimates for 2025
Trade structure
Exports Imports

EU 77% | SRB6% | KOS5% | TUR2% | Others 10%
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Economic growth

Real GDP growth
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GDP

2024 growth of 2.8%

2025: projected increase of 3.4%; higher
than in previous years

Growth fueled by

Expansionary fiscal policy, e.g. higher
pensions but also public investments

Private consumption driven by higher
wages and pensions

Bilateral loans from HUN and UK might also
contribute to higher public spending

But: negative contribution of net exports
due to low demand in EU automotive sector

Growth in domestic demand outweighs the
negative contribution of net exports in 2025

Medium term: growth model based on public
spending not feasible; need to focus on
structural reforms
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Public & social

Real estate

Financial and

GDP growth: sectoral view

Sectors by value added, 2024
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Structure of the economy
» Sizeable share of industry in GDP: 19%

» Link to FDI in industrial sector and
international value chains

Recent dynamics

» Industry suffers under weak EU car market;
limited growth of 2.2% yoy in 9M2025

» Construction features strong growth in
8M2025 (+18% yoy), benefitting from public
infrastructure investments

» Services expected to remain growth drivers
in connection with higher wages

» Economic upswing driven by construction and
services
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Public budget

Central government budget

I Budget balance

| % of GDP Fiscal rule

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025* 2026*

Source: IMF WEO October 2025; *forecast
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Fiscal rule

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025* 2026*

Source: IMF WEO Oct 2025; *forecast

Public budget

Since 2020 expansionary fiscal policy,
deficits well above fiscal rule of 3% of GDP

2024: additional massive hike in pensions
(ad hoc 25% increase) and public wages

Fiscal implications: higher deficit in 2024
and 2025

2025: IMF expects a deficit of 5% of GDP,
which is very high for “normal” times; gov
plans a deficit of 4%

Why difference? Gov plans measures to
increase revenues; IMF: such measures
makes sense, but take time to vyield results

Public debt

Above fiscal rule of 60%, which might
increase costs of borrowing

Expansionary fiscal policy supports growth,
but creates fiscal problems

Consolidation necessary, including rule-
based adjustment of pensions
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Inflation (CPI)
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»

»

»

»

»

Expansionary fiscal policy also affects
inflation: higher demand leads to higher
consumer prices

Inflation lies currently above 4.5% (Oct-25)
well above euro area inflation of 2.1%

Thus, currently no space for relaxation of
monetary policy

Furthermore: no need for relaxation of

monetary policy, given a relative strong GDP-
growth

National Bank needs to maintain
independency to effectively fight inflation

Inflation still elevated, no space to decrease
policy rate so far

In view of an expansionary fiscal policy,
monetary policy needs to be rather tight
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Exchange rate vs the euro
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Exchange rate

National Bank targets the nominal exchange
rate vs the euro to achieve price stability

Domestic interest rates are influenced via
the NBRNM bills rate (policy rate)

Exchange rate peg considered as a positive
feature by foreign investors, since it
facilitates planning

International reserves

International reserves increased in recent
years and amounted to EUR 4.8 bn in Oct-25
or around 5 months of import cover

De facto peg to the euro and appropriate
level of FX reserves

Against the background of a de facto peg, too
high an inflation rate should be avoided
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Wages

Average and minimum gross salary

Denars Euro

= Average wage (gross)

Average wage

1,200 Strong increase of average salary in recent

70,000 =
60,000 Minimum wage (gross) 1,000 years; 2022-2024: 13% pa on average
50,000 800 Regional comparison: salaries in MKD
40,000 600 midfield
30,000 . .
400 Minimum wage
20,000
10,000 200 Formula: minimum wage since Mar-22
0 0 linked in equal parts to inflation and to
NSRS SRRAIIIILGY Jverage salar
ST 8 LSS B8ELTBELTBELT & y
T 2508808808826 88-" o
Some observers: the minimum wage formula
Source: MAKSTAT . .
_ . . drives the average wage; in part reason for
Regional comparison of average gross salary, EUR strong dynamics of average wage
2021 2022 2023 2024 8M2025 GET research: there is nothing wrong with
ALB 467 o1 650 769 842 thg minimum wage formula, no need for
adjustment
BIH 788 881 995 1,093 1,231 _ _
But: policy should restrain from ad hoc
KOS 484 521 570 631 n/a increases of minimum wage; formula works
MKD 697 275 893 1,008 1,094 well, as long as no ad hoc changes take place
Details see slides 16 and 17
MNE 793 883 987 1,083 n/a
Strong salary growth in recent past
SRB 775 882 1,012 1,156 1,264

Source: Statistical agencies of the relevant countries; note: average of period; *6M2025

But: min wage formula is not an issue
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Trade in goods

Trade by countries, 2024
Exports Imports
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Source: MAKSTAT

Goods trade balance

% of GDP
60 77 W Exports M Imports M Balance
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Source: IMF May 2025; *forecast

EU
50%

»

»

»

»

»

»

»

Goods trade much more important than
services trade: EUR 18.8 bn vs EUR 4.8 bn

Deep integration in global value chains,
especially in automotive sector with the EU

- Link to industry and FDI

Manufacturing sector relies on EU inputs for
processing and exports to EU

The EU accounts for more than % of MKD
goods exports

- Within the EU, DEU is by far the largest
trade partner

2024: exports and imports declined due to
weak automotive industry in the EU

Despite current weakness, strong
integration with EU automotive industry
positive feature of the economy

Medium-term perspective: focus on catalytic
converters for fossil fuel cars might become
a problem

Strong connection of foreign trade with EU
car industry
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Trade in services

Revenue from service exports, 2024
Other service
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Source: NBRNM, IMF May 2025; *forecast
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Sectoral composition of service exports
» Diversified services exports

- IT & communication, travel, transport
and other business services account each
for ca. 20% of total services exports

Service trade balance

» General situation: service trade surplus
(6.9% of GDP in 2024)

» 2024 service exports increased while
imports contracted

- Strong growth of construction services
exports

» 2025: services trade balance to remain at
comparable level

7
/

‘7

Significant and stable service trade surplus

» Highly diversified service exports, positive
feature of the economy
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Foreign direct investment

Sectoral composition of FDI stock, 2024
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Source: NBRNM

General situation

»

»

»

FDI well diversified

Use of technological industrial development
zones (TIDZ) to attract investment offering
infrastructure and generous tax exemptions

FDI stock from the EU in 2024: 68%

- Strong presence of investors from DEU in

automotive industry but also services

Recent developments

»

»

»

Moderate FDI inflows in the past

Strong increase in 2024 to EUR 1.25 bn;
investments in automotive sector and
construction

However: mostly party loans (intercompany
lending) and brownfield investment

Greenfield investment accounts to ca. 12%
of FDI inflows in 2024

Positive FDI development in 2024
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Remittances

Remittances

2,000 7 EURM

1,746

1,500

1,000

500

2022 2023 2024

B Compensation of employees M Personal transfers B Cash exchange (net)

Source: NBRNM

Migrant distribution
Other

15%
AUT
o \

TUR
8%

SRB
8%

AUS ITA
9% 12%

DEU
26%

Source: UN; 2024

CHE
16%

Remittances

» Remittances are an important economic
factor in MKD

» If broadly defined (incl. compensation of
employees, personal transfers and net cash
exchange), remittances amounted to

- EUR2.1bnin 2024
- Equivalent to 14% of GDP
»  6M2025 value comparable to 6M2024

Destination countries of labour migrants

»  Most MKD migrants in EU (esp. DEU) and
neighbouring countries

» Remittances play important role for MKD
economy

» No recent increase in remittances, due to
weak performance of EU economy

12
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Current account

Current account General situation
% of Goods  Service Primary  Secondary ;::crgi:i Ne_gatlve_ goods trade balance and negative
GDP balance balance income income e lanes primary income balance

Deficit in primary income balance usual
2022 263%  5.7% -4.3% 18.9% 6.1% for transition economies with strong FDI

Profits of foreign companies are
2023 -181%  5.0% -5.1% 18.5% 0.4% registered in primary income balance

Positive services trade balance and positive
secondary income balance (“remittances”,
including in cash)

2024 -20.1% 6.9% -5.2% 16.1% -2.3%

Source: IMF May 2025; *forecast

Overall, moderate current account deficit of
3.6% of GDP in 2025

Current account balance

1 % of GDP 0.4
0 _—
1 4
-2 1
-3 - -2.3
4 ] i 3.1 Moderate current account deficit, no major
5 | issue
-6 1
-6.1
-7 -
2022 2023 2024 2025* 2026*

Source: IMF May 2025; *forecast
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German FDI in North Macedonia

FDI stock from Germany
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German FDI into MKD
12 DEU FDI stock in MKD:
1 EUR 875 m as of end-2024

FDI stock increased more then seven
times between 2013 and 2024

10% of total FDI stock

DEU is the 3 |largest investor in MKD
(after AUT and TUR)

2024: record value of EUR 202 m; majority of
investments in equity (as opposed to debt)

Relevance for the MKD economy

Over 40 DEU companies are estimated to
employ between 25,000-28,000 staff in MKD

Around 4% of total employment

Opportunity for the future: strengthening
linkages to local companies

Important role of German FDI for the MKD
economy and employment
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German bilateral trade with North Macedonia

Export and import structure, 2024

German exports

Other

Plastics 13%

6%
Textiles. EUR
8% 1.4 bn

Transport
equipment

0,
8% 10%

Source: Destatis; Note: only goods

German trade with North Macedonia

EUR bn

2022

Source: Destatis; Note: only goods

Machinery

33%

Chemicals Ceramic
22%

W Export ®Import M Balance

2023

Textile

German imports

Others

O

Machinery
27%

2024

Chemicals
57%

8M2025

Trade volume

»

DEU by far most important trade partner for

MKD (40% of MKD exports go to DEU and
11% of imports come from DEU)

German exports to MKD

»

2024: DEU exports to MKD amounted to
EUR 1.4 bn

Key goods: machinery and ceramic for
technical uses

German imports from MKD

»

»

»

2024: DEU imports from MKD amounted to
EUR 3.4 bn

Imports dominated by chemicals (mainly
catalysts for catalytic converters for cars)

Trade volume decreased due to weak
development of automotive industry in DEU

- 8M2025: further decrease by 10%

Trade shows high integration in automotive
value chains with DEU

Trade volume decreased due to lower
demand in DEU automotive industry, but
sizeable new investments
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Minimum wage: development 2012-2025

Timeline of the minimum wage
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Source: MTSP, State Statistical Office; Note: The current rule was introduced in 2022, but increase in
2022 was not based on the MW formula but set by promulgation
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Cumulative growth 2012-2022
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Average of

AW and
. . Average of
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AW, inflation and GDP
-.(?EZ-fo-rriul-a)- (2017 formula)

7

77

Net AW Inflation Real GDP Net MW

Sources: MTSP, State Statistical Office, own calculations

Development between 2012 and 2022

»

»

»

»

2012: minimum wage (MW) introduced

2017: introduction of a rule-based formula
for MW increases linked to average wage
(AW) growth, inflation and GDP growth

But: ad hoc increases common
- Net MW: +123.6% from 2012 to 2022
- Compare with 2017 formula: +34.9%

Result: strong rise in MW/AW ratio
(2012: 38.8%, 2022: 62.7%)

Development since 2022

»

»

»

»

»

2022: current law introduced

- Formula: MW growth = 50% inflation +
50% AW growth (both in last year)

- 57% rule: MW may not be below 57%
of last year’s AW

Large MW increases in absolute terms
mainly due to high wage growth

But: no ad hoc increases, formula adhered

AW growth higher than MW growth, thus
MW/AW ratio falling (2025: 59.1%)

2025: MKD 24,379 (net) / 36,037 (gross)

16
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Minimum wage: expectation and comparison

Simulated path of AW and MW (in MKD)

Year Inflation AW grlzlv\rl\fch g:\:v\xh Mw MW/.AW
owth (formula) (actual) (net) ratio

2022 14.2% 10.9% 18.5% 18,000

2023 9.4% 14.9% 12.1% 12.1% 20,175 63.3%
2024 3.5% 12.6% 11.9% 11.9% 22,567 61.6%
2025 8.0% 8.0% 24,379 59.1%
2026 2.0% 6.5% 25,964 57.2%
2027 2.0% 5.0% 27,150  57.0%
2028 2.0% 5.0% 2-5% 5.0% 28,508 57.0%
2029 2.0% 5.0% 2-5% 5.0% 29,933 57.0%
2030 2.0% 5.0% 2-5% 5.0% 31,430 57.0%

Source: own calculations based on data by the NBRNM and State Statistical Office

Comparison of MW, AW and MW/AW ratio among WB6

1,400
1,200
1,000
800
600
400
200

EUR

% r 70
- 60
- 50
- 40
- 30
- 20

MNE SRB MKD ALB

B MW (lhs)

AW (lhs)

MW/AW ratio (rhs)

Sources: Eurostat, MTSP, State Statistical Office, own calculations; Note: Following convention, the

international comparison is based on the MW/AW ratio using values from the same year

Expectation for the MW

Assumption: inflation stays low (2%), AW
growth equal to nominal GDP growth (5%)

So, AW growth higher than inflation, thus:
MW growth below AW growth (formula),
implication: MW would fall below 57%

Result: MW set by formula until 2026,
57% rule binding from 2027 onwards

Implication: no MW-AW spiral as AW
growth is above (until 2027) or equal to
MW growth (from 2028)

Regional comparison

MKD similar to other WB6 countries
Highest MW in terms of purchasing power

Overall assessment

Formula limits influence of political cycles
Design of the formulais not an issue

Ratio in MKD comparable to other WB6,
highest purchasing power

MW setting should remain rules-based, no
ad hoc increases

"PaAIRSAI SIY3U ||V |HQWD S21WoU0d3 ullag 39 5207 © ySuAdod



SEPA membership: sizeable cost savings

Costs and savings for foreign trade and remittances

(in EUR) Foreign Trade Remittances* Total
Volume from 15,639.5 m 315.7 m 15,955.1 m
SEPA countries ! ' ' ! '
Current costs

(pre-SEPA) 63.5m 9.6 m 73.1m
Costs in

SEPA scenario 55m 58m 11.3m
Cost reduction / 58.0m 38m 61.8 m

Savings

Source: own calculation, Note: all figures are estimates based on 2024 data and consider foreign trade
and remittances from current and future SEPA countries; *through formal channels

Distribution of foreign trade savings by trade flow and region

To/From

(EUR m) current SEPA To/From Total
WB6
members
MKD exports 25.7 3.7 29.4
MKD imports 25.1 3.5 28.6
Total 50.8 7.2 58.0

Source: own calculation; Note: all figures are estimates based on 2024 data

SEPA membership

NBRNM led legal and technical alignment
with SEPA, MKD joined in Mar-25

Third Western Balkan country to join (after
Albania and Montenegro)

SEPA became operational in Oct-25

GET study on cost savings

SEPA participation will lead to lower costs
for cross-border payments in the long term

Foreign trade: sizeable decline in transaction
costs drives savings

Remittances: relatively low volume sent
through formal channels, thus lower effect

SEPA became operational in MKD in Oct-25

Annual savings of up to EUR 62 m for cross-
border payments
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Regional comparison: MKD, ALB & KOS

Figures for 2025 (unless specified otherwise) MKD ALB KOS
GDP, EUR bn 16.7 26.6 11.2
GDP/capita, EUR 9,204 9,851 7,124
GDP growth, % yoy 3.4 3.4 4.0
Inflation, % yoy, period average 3.9 2.3 35
Fiscal balance, % of GDP -5.0 -1.7 -1.5
Current account balance, % of GDP -3.6 -2.4 -9.2
FDI stock, end-2024, % of GDP 50.9 58.1 62.5
FDI inflows, 2024, % of GDP 7.5 6.0 7.1
Average wage, 2024, EUR 1,008 769 631
Trade volume with DEU, 2024, EUR bn 4.8 0.7 0.5
DEU exports, 2024, EUR bn 1.4 0.46 0.41
DEU imports, 2024, EUR bn 3.4 0.22 0.10
FDI stock from DEU, end-2024, EUR bn 0.9 0.5 1.4*
FDI inflows from DEU, 2024, EUR bn 0.2 0.08 0.2

Sources: IMF WEO October 2025, Central Banks, National Statistics Agencies, Destatiis; all 2025 figures are IMF forecasts; *data as of 30 June 2025
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About the German Economic Team

Financed by the Federal Ministry for Economic Affairs and Climate Action, the German Economic Team
(GET) advises the governments of Ukraine, Belarus*, Moldova, Kosovo, Armenia, Georgia® and Uzbekistan
on economic policy matters. In addition to the advisory work in the seven project countries, the project
also carries out activities in other countries within the covered regions, e.g. Albania and North
Macedonia. Berlin Economics has been commissioned with the implementation of the consultancy.

*Within the framework of project activities in Georgia, we are in contact solely with reform-oriented
partners for the time being; in Belarus advisory activities are suspended.
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