
    

  

 

BULGARIA 
95, Evlogi Georgiev blvd. 

1142 Sofia 
Tel. (+359 2) 9876363 

www.bcra-bg.com 

  

 

Republic of North Macedonia 
 

February 2020 

Radostina Stamenova 

Lead Economic Analyst 

stamenova@bcra-bg.com  

Kalina Dimitrova 

Economic Analyst 

k.dimitrova@bcra-bg.com 

 

 

SOVEREIGN RATING Initial rating Monitoring Review Review Review 

Date of Rating Committee 14.09.2015 14.04.2016 08.03.2018 28.02.2019 27.02.2020 

Date of rating publication 18.09.2015 15.04.2016 09.03.2018 01.03.2019 28.02.2020 

Long-term rating: BB- (ns) BB- (ns) BB- (ns) BB- (ns) BB- (ns) 

Outlook: Stable Negative Stable Positive Stable 

Short-term rating: B (ns) B (ns) B (ns) B (ns) B (ns) 

● (ns) – not solicited rating 

  
BCRA - CREDIT RATING AGENCY 

 

 

 

 

BCRA – CREDIT RATING AGENCY AD (BCRA) is 

the third fully recognized rating agency in the EU, 

registered pursuant to Regulation No. 1060/2009 of the 

European Parliament and of the Council. The credit 

ratings, assigned by the BCRA are valid throughout the 

EU and are fully equal to those, of the other agencies, 

recognized by the European Securities and Markets 

Authorities, without any territorial or other limitations. 

 
“BCRA - CREDIT RATING AGENCY” AD affirms 
the unsolicited sovereign rating of Republic of 
North Macedonia - long-term rating ВВ- (ns) and 
short-term B (ns). The outlook is revised to 
stable from positive. 
 
BCRA’s officially adopted Sovereign Rating 
Methodology has been applied  
(https://www.bcra-
bg.com/files/Sovereign_Methodology_2019_en.pdf ). 

   

 
 
The report has been prepared and the rating – 
assigned, based on public information, made 
available by the National Bank of the Republic of 
North Macedonia, the State Statistical Office, the 
Ministry of Finance, the World Bank, the 
International Monetary Fund, the European 
Commission, BCRA’s database etc. BCRA uses 
sources of information, which it considers reliable, 
however it cannot guarantee the accuracy, 
adequacy and completeness of the information 
used. 
 

http://www.bcra-bg.com/
mailto:stamenova@bcra-bg.com
mailto:k.dimitrova@bcra-bg.com
https://www.bcra-bg.com/files/Sovereign_Methodology_2019_en.pdf
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Overview: 

The Euro-Atlantic integration is among the 
strategic priorities of North Macedonia. The 
European Commission has on several occasions 
recommended opening accession negotiations so 
far. Yet, beyond the expectations1, this did not 
happen in October 2019 at the European Council, 
which turned into the formal reason for the cabinet 
of Zoran Zaev to resign as early in 2020. This 
brings some policy uncertainty until the outcome of 
the early parliamentary elections, set to hold on the 
12th of April 2020.  
 
Meanwhile, before it dissolved itself, the parliament 
ratified the NATO accession protocol of the country 
from 06.02.2019. It is expected Spain to become 
the last NATO member to ratify the accession 
protocol in March 2020, after it has been done by 
the rest of the countries in 2019 so that it would 
become effective. 
 
Key upcoming events on the EU path of North 
Macedonia include the release of the country report 
from the European Commission in March and the 
EU-Western Balkans Summit in Zagreb, 5-7 May 
2020.  
 
Figure 1: Contribution to real GDP growth: 2014 – I-IX 2019 

 
Source: State Statistical Office 

                                                 
1 Macedonian authorities had expected to obtain a date to start 
accession talks after settling a dispute with neighboring Greece 
by changing the country’s name to North Macedonia. The 
Agreement from Prespa (June 2018) solved the long-lasting 
name dispute between Skopje and Athens as defining a 
mutually recognized name for the former Yugoslav republic 
was one of the preconditions for Macedonia to start accession 
talks with NATO and the EU. 

Economic activity accelerated in the first nine 
months of 2019, with real GDP growth averaging to 
3.6%, up from 1.5% in the same prior-year period. 
Consumption remained the key growth driver on 
the expenditures side, whereas both private and 
public consumption made positive contributions. 
Backed by favourable labour market developments, 
annual growth of private consumption accelerated 
to 3.9%. Concurrently, public consumption surged 
by 3.5% in real terms. Following the sharp decline 
in 2018, gross investments expanded by 4.3% on 
average in the first three quarters of 2019. The 
rebound of investment activity was a result of 
higher construction investment, as well as higher 
public investments. Net exports dragged down the 
GDP growth, as the real growth of exports slightly 
weakened to 12.2% (from 13.4%), while imports 
growth recorded a strong annual acceleration to 
11.6% (from 5.7%). 

Figure 2: Contribution to real GVA growth: 2014 – I-IX 2019 

 
Source: State Statistical Office 

On the supply side, gross value added increased 
by 3.5% in the first nine months of 2019, backed by 
positive developments in almost all activities. The 
aggregate services sector expanded by 2.2% in 
real terms, mainly driven by the activity in trade, 
transportation, food and accommodation services. 
Growth of the industrial sector accelerated to 5.6%, 
having a large positive contribution to the economic 
expansion. Concurrently, activity in the construction 
sector rebounded, recording an annual growth of 
5.6%.  

North Macedonia trades most actively with the EU 
member states, which contributed to 80.8% of total 
exports and 62.2% of total imports of goods in 
2019. Germany is the most important trade partner, 
accounting for almost half of the exports and more 
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than 1/10 of the country’s imports, followed by 
neighbouring Serbia and Greece. Top export 
destinations included also Bulgaria, Kosovo, and 
Belgium, while the United Kingdom, Italy, and 
China were among the top import origins. In the 
period January – December 2019, the nominal 
growth rate of goods’ exports decelerated to 9.6% 
on annual basis, and the imports - to 10.3% as 
compared to 16.8% and 12.2% in 2018, 
respectively. Although slowing somewhat, external 
trade dynamics remained solid in 2019, but export 
growth is projected to further decelerate amidst a 
weak external demand. As a result, the current 
account balance is set to deteriorate. 

 
Figure 3: Current account balance: 2014 – I-IX 2019 

 
Source: NBRNM 

In the period January-September 2019, country’s 
current account posted a small deficit of EUR 13 
mln (0.1% of the projected GDP), as opposed to a 
surplus of EUR 90 mln (0.8 % of GDP) in the same 
prior-year period. The deterioration reflected the 
6.3% higher deficit of trade in goods, as well as the 
6.7% lower surplus of trade in services, while 
balances of both primary and secondary income 
remained almost unchanged. 
 
The current account deficit has been fully financed 
by long-term capital inflows in the form of foreign 
direct investment, which surged to a 10-year high 
of 5.7% of GDP in 2018. Net FDI in the first nine 
months of 2019 amounted to EUR 131 mln (1.2% of 
the projected GDP), annually decreasing by EUR 
175 mln. However, the reduction was a result of an 
outflow of EUR 137 mln on the basis of debt 
instruments, while investment in the form of equity 
and reinvestment picked up to EUR 269 million. 
 
Enabling steady FDI inflows is crucial for country’s 
medium-term growth prospects. Given the already 
attractive tax regime and financial incentives to 

foreign firms, strengthening of institutions would be 
key for attracting foreign investors.  
 
Figure 4: Gross external debt: 2014 – Q3 2019 

 
Source: NBRNM 

Gross external debt remains elevated, amounting 
to EUR 8 575 mln or 75.6% of the projected GDP 
as of Q3 2019. Compared to the end of 2018, gross 
external debt picked up by EUR 732 mln (9.3%). 
Along with the effect of NBRNM repo transactions, 
the increase was prompted by private sector and 
intercompany lending. Despite the pickup in the 
share of short-term debt (by 4.5 pp.), the maturity 
structure remained relatively favourable, with 
69.8% of the total debt being long-term.  
 
Country’s negative net international investment 
position stood at EUR 6 238 mln (55% of the 
projected GDP) at the end of September 2019, 
compared to EUR 6 039 mln (56.5% of GDP) at the 
end of 2018. The sizable negative NIIP poses some 
risks to external sustainability, however, they are 
partly mitigated by the stock of foreign direct 
investments - representing 50.4% of total liabilities. 

 
North Macedonia has a de facto stabilized 
exchange rate arrangement. The sustained 
minimum volatility of the MKD/EUR exchange rate 
improves the soundness of country’s economic 
state, but makes it necessary to maintain a secure 
level of foreign reserves. Official reserves 
recorded a solid annual increase of 13.8%, 
reaching EUR 3 263 mln (28.8% of the projected 
GDP) as of end-2019. The level of reserves 
remains broadly adequate, providing about 4 
months coverage of imports. 

Labour market gradual improvement is continued. 
The employment rate has increased in a stable 
manner over the last decade reaching 47.4% as of 
Q3 2019, while the pool of unemployed shrank to 
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17.1% of the active population (from 20.8% a year 
earlier). These figures, however, imply a low activity 
rate of the population above 15 years. This trend 
corresponds to most of the regional peers and so 
does the high informal share of employment (18.6% 
in 2018). The structural character of unemployment 
remains challenging for the Macedonian economy.  
 
Figure 5: Labour activity of the population: 2014 – Q3 2019 

 
Source: State Statistical Office 

In most of the economic sectors, the net monthly 
wage increased on an annual basis. On average, it 
amounted to EUR 405, rising by 3.7% in nominal 
terms (compared to 5.6% in January-September 
2018), with the best-paid employees at the sector of 
Information and communication getting EUR 721. 
The employees who get the minimum remuneration 
got their wages higher in April and once again in 
December 2019. Thus the minimum net wage in 
North Macedonia reaches EUR 236 at the 
beginning of 2020. 
 
GDP per capita has demonstrated a moderate rise 
(2.0% on average for the last ten years) to 37.4% of 
the 2018 EU-average (measured in PPP). In 2019, 
it is projected to EUR 5 463. 
 
Figure 6: Annual CPI inflation: Jan 2017 - Dec 2019 

 
Source: State Statistical Office 

Following the slight acceleration in 2018, annual 
consumer price inflation eased to 0.8% in 2019, 
with moderate positive contribution from food and 

tobacco prices, while inflationary pressures from 
the domestic demand remained subdued.  

Figure 7: GG budget balance: 2015 – 2019 

 
Source: Ministry of Finance 

General government budget deficit picked up 
from 1.1% of GDP in 2018 to 2.1% of the GDP 
projected in 2019, but remained lower than the 
envisaged target, mostly due to spending under-
execution. Growth of total revenues accelerated to 
8.2%, whereas collections from taxes and 
contributions rose by 4.7%. Concurrently, total 
expenditures expanded by 11% on account of 9.1% 
higher current expenditures and 41.6% higher 
capital expenditures. However, despite the marked 
increase from 2018, capital spending remained 
substantially below the budgeted amount.  
 
A gradual fiscal consolidation is projected in 
medium-term, as the general government deficit is 
expected to reach 2.3% of GDP in 2020 and narrow 
to 2% of GDP in 2021 and 2022. However, a more 
ambitious consolidation plan should be considered, 
in order to faster reduce the public debt burden and 
rebuild the fiscal space while supporting the 
economic activity. 

Figure 8: Public debt: 2015 - 2019 

 
Source: Ministry of Finance 
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Public debt2 continued its upward trajectory, 
reaching EUR 5 541 million or 48.9% of the 
projected GDP at the end of 2019. Compared to the 
end of 2018, public debt increased by EUR 339 
mln. Guaranteed and non-guaranteed debt of the 
public enterprises accounted for 18.8% of total 
public debt. 

Figure 9: Currency structure of GG debt: end of 2019 

 
Source: Ministry of Finance 

Debt structure has been improving in recent years. 
The relative share of debt denominated in domestic 
currency reached 23.2% of general government 
debt portfolio at the end of 2019, up from to 21.1% 
at the end of 2018. The still high share of debt 
denominated in foreign currency (mainly in euros) 
could affect the repayment costs, however, the 
exchange rate risk is low given the fact that the 
denar is informally pegged to the euro. Also, 
interest rates on government securities have 
decreased noticeably. 

Debt roll-over needs would peak in 2020 and 2021 
when two Eurobonds issues (in the total amount of 
EUR 680 mln), as well as the second instalment of 
the loan secured from the World Bank (EUR 155 
million), fall due for repayment. Afterwards, the 
refinancing risk is expected to decline as a result of 
the extended maturity of the external debt portfolio.  

In the first nine months of 2019, the banking 
system stood sound, with upheld credit growth to 
the non-financial sector and a ratio of non-
performing loans standing at 5.0% at end-
September 2019 - the lowest value ever reached. 
Lending accelerated more visibly in the foreign 
currency segment contrariwise the deposit savings 
in denars remained preferred. The total capital 
adequacy ratio of the system amounted to 16.9% 

                                                 
2 Public debt is broader definition of the debt, including the 
general government debt and the guaranteed and non-
guaranteed debt of public enterprises and companies fully or 
dominantly owned by the state or municipalities.  

as the rate of increase of the own funds continued 
to exceed those of the risk-weighted assets. 

At the background of sustained growth in the total 
assets and equity, the contraction in the financial 
result in the three quarters of 2019 led to lowered 
figures of ROA (to 1.5%) and ROE (to 13.5%) on a 
yearly basis. As opposed to 2018, the last year saw 
new rises in net impairments losses, yet below the 
previously accounted. 

Considering indications for absent pressures in the 
external sector and stable perceptions of the 
domestic entities, the NBRNM further eased its 
monetary policy stance. The key policy rate was 
cut by a new 0.25 pp. to the level of 2.00% at the 
beginning of 2020, while the central bank stood 
sound in complying with its price stability target.  

Outlook: 

The outlook of the Sovereign Rating of the Republic 
of North Macedonia is revised from positive to 
stable, reflecting the renewed political uncertainty, 
following the resignation of Zaev’s cabinet. The 
stable outlook suggests that risks are broadly 
balanced. The upcoming early elections, are 
unlikely to bring any drastic changes on the political 
scene, so EU membership is expected to remain a 
key agenda. However, the sovereign rating remains 
constrained by low GDP per capita, institutional 
weaknesses, high unemployment and large 
informal economy. 
 
Positive pressures on the Sovereign Rating and/or 
the Outlook would be considered: 

- Opening of the formal EU accession 
negotiations; 

- Progress in the rule of law and the fight 
against corruption; 

- Implementation of a more ambitious fiscal 
consolidation programme, reducing the public 
debt burden;  

- Increased resilience to external shocks. 
 
Negative pressures on the Sovereign Rating 
and/or the Outlook may arise in case of:  

- Fiscal metrics deterioration;  

- Sudden capital outflows related to shift in 
investors’ sentiments; 

- Pressures on foreign exchange reserves amid 
widening of external imbalances. 
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Regulatory announcements 

Rating initiative 

This is an unsolicited sovereign rating. Neither the 
rated entity, nor a related third party has 
participated in the credit rating process. BCRA did 
not have access to the accounts, management and 
other relevant internal documents for the rated 
entity or a related third party. 

Please, visit www.bcra-bg.com to review BCRA’s 
full policy on unsolicited credit/sovereign ratings. 

Clarifying Notes: 

There may be some differences in the stated values 
and changes in the analysed indicators due to the 
conversion of those values in another currency 
(namely in EUR). The used exchange rate is the 
publically announced by the National Bank of 
Republic of North Macedonia as the average value 
for the corresponding period (i.e. yearly, quarterly 
and monthly). There may also be some differences 
stemming from using average values for the period 
rather than end-period values. The cited growth 
rates in the current report are based on changes in 
national currency, with the exception of data 
recorded in EUR (i.e. Balance of payments, 
External debt, Net international investment 
position). The data on which the current report is 
based includes the public data available until the 
middle of February 2020. 

Summary of the minutes of the Rating 
Committee: 

On the 27th of February 2020 Rating Committee of 
BCRA – CREDIT RATING AGECY (BCRA) had a 
session, on which the Report regarding the 
affirmation of an unsolicited sovereign rating of 
Republic of North Macedonia was discussed. 

The members of the Rating Committee discussed 
the grades of numerous credit rating factors 
included in the Model for grading and analysed in 
the Credit Rating Report in accordance with the 
Sovereign Rating Methodology.  

The continuing recovery of economic and (non-
financial sector) credit activity in the economy was 
positively evaluated as well as the long-standing 
peg of denar to the euro, backed by adequate 
foreign reserves. Government budget execution 
and the structure of government debt were 
discussed. Тhe levels and the future dynamics of 
key external sector indicators were taken into 
consideration. On the other hand, the delay in the 
country's European integration process and the 
subsequent resignation of the government have 
increased uncertainty and political risk to economic 
development. 
 
The sovereign rating and the related outlook have 
been determined based on the above discussion. 

http://www.bcra-bg.com/
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Tables: 

Country Development classification 

Republic of North Macedonia Emerging and Developing Europe (IMF classification) 

 
MAIN MACROECONOMIC INDICATORS 

  2019 2018 2018 2017 2016 2015 2014 

  I-IX I-IX           

Gross domestic product (real growth rate) 3.6 1.5 2.7 1.1 2.8 3.9 3.6 

Gross domestic product (EUR million) 8 188 7 811 10 698 10 038 9 657 9 072 8 562 

Final consumption 6 674 6 363 8 629 8 189 7 952 7 786 7 442 

Gross capital formation 2 444 2 279 3 415 3 240 3 139 2 758 2 594 

Exports of goods and services 5 217 4 687 6 481 5 536 4 892 4 422 4 081 

Imports of goods and services 6 147 5 518 7 826 6 926 6 327 5 894 5 555 

Unemployment rate1 (%) 17.1 20.8 20.7 22.4 23.7 26.1 28.0 

Average net monthly wage (EUR) 405 390 395 372 363 356 347 

GDP per capita (EUR) - - 5 153 4 839 4 659 4 382 4 141 

CPI - annual average rate of change (%) 1.1 1.7 1.5 1.4 -0.2 -0.3 -0.3 

MKD/EUR - period average 61.51 61.52 61.51 61.57 61.60 61.61 61.62 

MKD/USD - period average 54.74 51.51 52.10 54.65 55.69 55.50 46.44 

EXTERNAL SECTOR 

  2019 2018 2018 2017 2016 2015 2014 

EUR million I-IX I-IX           

Current account -13 90 -15 -105 -275 -177 -43 

Goods  -1341 -1261 -1735 -1787 -1813 -1823 -1856 

Services  381 408 362 375 341 349 384 

Primary income -339 -343 -451 -398 -384 -286 -161 

Secondary income  1286 1286 1809 1705 1581 1583 1589 

Foreign direct investments 131 306 614 182 338 217 205 

Gross external debt 8575 8361 7844 7372 7217 6291 5992 

Net international investment position -6 238 -6 194 -6 039 -5 823 -5 576 -5 083 -4 549 

Official reserve assets 3 128 2 709 2 867 2 336 2 613 2 262 2 436 

% of GDP2               

Current account -0.1 0.8 -0.1 -1.0 -2.9 -2.0 -0.5 

Goods  -11.8 -11.8 -16.2 -17.8 -18.8 -20.1 -21.7 

Services  3.4 3.8 3.4 3.7 3.5 3.8 4.5 

Primary income -3.0 -3.2 -4.2 -4.0 -4.0 -3.2 -1.9 

Secondary income  11.3 12.0 16.9 17.0 16.4 17.4 18.6 

Foreign direct investments 1.2 2.9 5.7 1.8 3.5 2.4 2.4 

Gross external debt 75.6 78.2 73.3 73.4 74.7 69.3 70.0 

Net international investment position -55.0 -57.9 -56.5 -58.0 -57.7 -56.0 -53.1 

Official reserve assets 27.6 25.3 26.8 23.3 27.1 24.9 28.5 
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PUBLIC FINANCE 

  2019   2018 2017 2016 2015 2014 

EUR millions               

General government revenues 3 534 
 

3 266 3 108 2 951 2 809 2 543 

General government expenditures 3 776   3 381 3 391 3 209 3 120 2 904 

Interest expenditures 133 
 

126 137 112 106 83 

General government budget balance -242   -116 -283 -258 -312 -361 

General government debt 4 557 
 

4 344 3 958 3 852 3 453 3 262 

Guaranteed debt 942   858 828 860 774 659 

Public debt 5 541 
 

5 202 4 787 4 711 4 227 3 921 

External public debt 3 709   3 538 3 188 3 286 2 848 2 725 

Domestic public debt 1 832 
 

1 664 1 599 1 425 1 380 1 196 

% of GDP2               

General government revenues 31.2   30.5 31.0 30.6 31.0 29.7 

General government expenditures 33.3   31.6 33.8 33.2 34.4 33.9 

Interest expenditures 1.2 
 

1.2 1.4 1.2 1.2 1.0 

General government budget balance -2.1   -1.1 -2.8 -2.7 -3.4 -4.2 

General government gross debt 40.2 
 

40.6 39.4 39.9 38.1 38.1 

Guaranteed debt 8.3   8.0 8.3 8.9 8.5 7.7 

Public debt 48.9 
 

48.6 47.7 48.8 46.6 45.8 

External public debt 32.7   33.1 31.8 34.0 31.4 31.8 

Domestic public debt 16.2   15.6 15.9 14.8 15.2 14.0 

BANKING SYSTEM 

  2019 2018 2018 2017 2016 2015 2014 

ratios (%) Q3 Q3           

Capital adequacy ratio  16.9 16.3 16.5 15.7 15.2 15.5 15.7 

Liquid assets / Total assets 27.2 27.3 26.7 27.1 28.9 28.2 29.8 

Highly liquid assets / Total assets 24.0 22.7 22.6 23.2 25.7 24.3 25.5 

Non-performing loans/ Total loans  (non-financial sector) 5.0 5.0 5.2 6.3 6.6 10.8 11.3 

Return on assets (ROA) 1.5 2.2 1.7 1.4 1.5 1.1 0.8 

Return on equity (ROE) 13.5 19.5 16.0 13.5 13.6 10.4 7.4 

Total assets / GDP 77.9 75.0 76.2 74.9 74.8 75.8 75.9 

EUR million3               

Total (gross) loans (to non-financial entities) 5 315 5 027 5 205 4 839 4 570 4 506 4 115 

Total deposits (of non-financial entities) 6 313 5 763 6 038 5 518 5 250 4 971 4 668 

Total assets 8 596 7 891 8 187 7 513 7 233 6 878 6 511 

Financial result (net profit/ loss) 94 124 136 107 103 75 51 

 
[1] Population aged 15 years and over, LFS.  
[2] 2019 data are calculated on the basis of GDP amounting to EUR 11 340 million (Ministry of Finance projection). 
[3] The values in EUR are calculated by using the exchange rate of the MKD//EUR at the corresponding period’s end. 

 
Sources: National Bank of Republic of North Macedonia, State Statistical Office, Ministry of Finance, World Bank, 
Eurostat, International Monetary Fund 


