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Republic of North Macedonia

Update

This report does not constitute a new rating action for this issuer. It provides an update to the previously published Rating Report, which
itself provided more detailed credit analysis than the previously published Rating Action Commentary. The previously published Rating
Action Commentary can be found on www.fitchratings.com.

Latest Credit Developments

Ratings Affirmed: North Macedonia’'s ‘BB+" rating is supported by a record of credible and consistent macroeconomic policies that
underpin the longstanding de facto exchange-rate peg to the euro, more favourable governance indicators than peer medians, and
commitment to an EU accession process that acts as a reform anchor over the medium term. Set against these factors are the economy’s
small size, relatively high banking sector euroisation, high structural unemployment, and weak productivity growth.

Stable Economic Growth: Real GDP growth accelerated to 3.5% in 2025, aided by positive contributions from consumption and
investments (which grew by 8%), while net exports made a negative contribution (albeit smaller than in 2024). Fitch Ratings has lowered
its growth projection for 2026 to 3% from 3.6%, mainly because of expected second-order effects from the Iran war on major economies
in the EU, North Macedonia’s main export market. Growth will likely rebound to 3.4% in 2027 (projected ‘BB’ median: 4%).

Likely Delay to Fiscal Consolidation: Full implementation of the Organic Budget Law (OBL) has been postponed for a second
consecutive year, to 2027, although Fitch understands delays are mainly attributed to technical issues at this stage. The fiscal deficit
amounted to 4% of GDP in 2025, in line with the target, and Fitch projects the deficit to moderate to 3.4% by 2027 (projected ‘BB’
median: 3.1%).

Debt Trajectory Stable: North Macedonia issued two Eurobonds (each of EUR500 million) in January 2026 — a four-year security with a
coupon of 3.875%, and an eight-year bond with a coupon of 4.75%, ahead of the upcoming redemption of a EUR700 million security in
June. General government debt declined slightly to 51.6% of GDP at end-2025, and we project it to increase moderately to 53.2% by
end-2027.

Change to Monetary Policy Instrument: In December 2025, the central bank amended the tenor of its key monetary policy instrument
to seven days (from 49 days) to improve policy transmission. The rate on these central bank bills was set at 4% with a symmetrical
corridor of +/- 0.5% (the previous instrument had a rate of 5.35%, with an asymmetrical corridor). Fitch expects a gradual impact on the
effectiveness of monetary policy transmission, given the excess liquidity still in the banking system.

Wider Current Account Deficits: The current account deficit (CAD) more than doubled to 4.3% of GDP in 2025, driven by a larger trade
deficit and a smaller secondary income surplus. Given the terms-of-trade shock associated with higher oil prices, Fitch expects the CAD
to narrow only moderately to 4% in 2026 (current ‘BB' median: 3.4%). Net FDI is unlikely to fully cover the CADs in 2026-2027 (net FDI
registered a decline of 75% year-on-year in 2025).

Strong International Reserves Position: International reserves increased by nearly 14% month-on-month to an all-time high of USD6.64
billion (equivalent to 5.1 months of current account payments (CXP)) in January 2026, mainly owing to Eurobond issuances. Fitch expects
international reserves to average 4.2 months of CXP in 2026-2027.

Exposure to Energy Shocks: In December 2025, North Macedonia briefly declared a state of ‘energy crisis’ after US sanctions on Russian
oil company Lukoil came into effect. Fitch understands that along with the impact of the sanctions, disruption to the supply of petroleum
products was also triggered by a brief border closure with Greece. Fitch does not expect supply disruptions to re-occur in the immediate
future.

Higher Inflation: Inflation eased to 2.9% year-on-year in February 2026, from 3.2% in January 2026 (2025 average: 4.3%). Fitch expects
inflation to rise to an average of 4.4% in 2026 given the direct and second-order impact of higher oil prices, before moderating to 3% in
2027. As of late March, the government has not introduced any price controls on oil products, although it has temporarily reduced the
VAT on them to 10% from 18%. The central bank maintained its policy rate at 4% at its 24 March meeting.

Government Stability: The governing VMRO-DPMNE party performed strongly in local elections in October 2025, winning 55 out of 81
mayoralties, including the capital, Skopje, and posting a better performance than in 2021. Despite some speculation that the victory
could spur the government to call early elections, Fitch does not consider this a likely scenario, given the VMRO's strong electoral
position, and the fact that it only came to power in mid-2024.
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Forecast Summary

2022 2023 2024 2025E 2026F 2027F
Macroeconomic indicators and policy
Real GDP growth (%) 2.8 2.6 3.0 35 3.0 34
Unemployment (%) 145 131 123 114 114 114
Consumer price inflation (annual average % change) 14.0 9.0 4.2 43 44 3.0
Policy interest rate (annual average, %) 23 5.8 6.2 53 5.6 53
General government balance (% GDP) -4.3 -4.3 -4.5 -4.0 -37 -34
Gross general government debt (% GDP) 49.6 494 529 51.6 52.6 53.2
MKD per USD (annual average) 58.6 56.9 56.9 54.7 52.1 52.2
Real private credit growth (%) -4.2 -3.4 5.8 83 4.4 5.4
External finance
Merchandise trade balance (USDbn) =37 -2.8 -33 -3.8 -4.0 -4.2
Current account balance (% GDP) -6.2 03 -2.1 -4.3 -4.0 -3.8
Gross external debt (% GDP) 82.6 791 769 716 68.3 66.5
Net external debt (% GDP) 30.1 27.5 26.2 23.1 22.8 234
External debt service (principal + interest, USDbn) 1.0 1.7 1.5 2.1 2.6 2.5
Official international reserves including gold (USDbn) 4.1 5.0 5.2 5.8 5.6 53
Gross external financing requirement (% international reserves) 395 31.6 29.6 48.1 48.5 483
Real GDP growth (%)
us 25 29 2.8 22 2.2 2.1
China 3.1 54 5.0 5.0 43 42
Eurozone 35 04 09 14 13 13
World 3.0 32 29 27 26 26
Qil (USD/barrel) 98.6 82.1 79.5 68.3 70.0 63.0
Source: Fitch Ratings, IMF, national authorities
Ratings
Foreign Currency
Long-Term IDR BB+
Short-Term IDR B
Local Currency
Long-Term IDR BB+
Short-Term IDR B
Country Ceiling BBB-
Outlooks
Long-Term Foreign-Currency IDR Stable
Long-Term Local-Currency IDR Stable
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Highest ESG Relevance Scores

Environmental 3
Social 4
Governance 5

Climate Vulnerability

2035 Climate Vulnerability Signal 35
Transition (Climate.VSt) 25
Physical (Climate.VSp) 30
Data
2025E
GDP (USDbn) 19
Population (m) 1.8

Source: Fitch Ratings
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SOLICITATION & PARTICIPATION STATUS

For information on the solicitation status of the ratings included within this report, please refer to the solicitation status shown in the
relevant entity's summary page of the Fitch Ratings website.

For information on the participation status in the rating process of an issuer listed in this report, please refer to the most recent rating
action commentary for the relevant issuer, available on the Fitch Ratings website.

DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read these limitations and disclaimers by
following this link: https://www.fitchratings.com/understandingcreditratings. In addition, the following
https://www fitchratings.com/rating-definitions-document details Fitch's rating definitions for each rating scale and rating categories,
including definitions relating to default. Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code
of conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available
from the Code of Conduct section of this site. Directors and shareholders' relevant interests are available at
https://www. fitchratings.com/site/regulatory. Fitch may have provided another permissible or ancillary service to the rated entity or its
related third parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or FCA-registered Fitch
Ratings company (or branch of such a company) can be found on the entity summary page for this issuer on the Fitch Ratings website.
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and forecasts of financial and other information are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified
as facts. As a result, despite any verification of current facts, ratings and forecasts can be affected by future events or conditions that were not anticipated at the time a rating or
forecast was issued or affirmed. Fitch Ratings makes routine, commonly-accepted adjustments to reported financial data in accordance with the relevant criteria and/or industry
standards to provide financial metric consistency for entities in the same sector or asset class.

The information in this report is provided “as is" without any representation or warranty of any kind, and Fitch does not represent or warrant that the report or any of its contents will
meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a security. This opinion and reports made by Fitch are based on
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