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Global markets

The ECB hiked rates by 50bps at its meeting yesterday, as expected, lifting the deposit rate to 2.00%.
Despite the downshift in the pace of tightening, the ECB warned that rates are expected to raise “signifi-
cantly further” because “inflation remains far too high and is projected to stay above the target for too
long”. In particular, President Christine Lagarde clarified that interest rates will have to rise “at a steady
pace” of 50bps “for a period of time” to reach levels that are “sufficiently restrictive” in order to bring infla-
tion back to 2% in a “timely” manner. The ECB also announced that it will start reducing its APP portfolio in
March 2023 at an average pace of €15bn per month until June 2023, and that, afterwards, the pace of run-
off will be reassessed “over time”. In reaction to the more hawkish than anticipated ECB meeting outcome,
risk-off sentiment prevailed, EGBs came under heavy selling pressure and the EUR/USD briefly rose above
1.07 before moving back near 1.06, as increased risk aversion favored the USD’s safe haven appeal.

Greece

According to the January-November 2022 State Budget Execution preliminary data, the overall fiscal bal-
ance registered a deficit of €5.68 bn, lower by €1.08 bn (15.9%) compared to the respective 2023 Budget
target for the said month. The primary fiscal balance registered a deficit of €1.13 bn, higher by €1.11 bn
(47.71%) compared to the respective budget target. The state budget revenue was at €53.39 bn
overperforming compared to the respective budget target by €0.25 bn (0.47%%) mainly due to the
increased tax revenue. The state budget expenditure was at €59.80 bn, lower by 1.38% compared to the
respective budget target. According to a recent European Commission report, the VAT gap for Greece —
the difference between the full compliance (FC) tax revenue and the actual revenue — was at 19.7% of
expected FC VAT revenue in 2020, the fourth highest among EU members, but improved by 3.7pp com-
pared to 2019 mainly because of the various Covid19 related support measures.

CESEE

In Bulgaria, inflation decelerated for a second consecutive month to 16.9% YoY in November, compared to
17.6% YoY and 18.7% YoY in October and September respectively. On a monthly basis, inflation eased by
a tad to 0.8% from 0.9% in the previous month. The slowdown in the annual headline print was broadly
driven by fuel and services prices. Food inflation remained elevated to 26.1% YoY from 26.3% YoY in Octo-
ber, with prices of vital goods such as meat, vegetables, milk and eggs continuing to accelerate. On the
flipside, the increase of grain prices decelerated for a fifth month in a row, most probably on the back of
the strong harvest during the summer in the country. Following Eurostat’s release of industrial production
data on Wednesday, Bulgaria's seasonally-adjusted industrial output went up by 5.8% YoY in October,
which — despite the decelerated growth compared to September - it is the strongest growth among EU
member states in Southeast Europe.
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