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Real Sector and Prices

MANUFACTURING INDUSTRY

As announced by the State Bureay
of Stalistics at the time of the change to
the new classification of eeonomie ae-
tivities. data on industrial production
were processed for the period up until
March, and correeted for the last two
months of the period. The new data indi-
cale that annual growth in Janwary of
this year was 0 8% February cumula-
tively 17% The growtih atlained at the
end of the period amounted to 3.0% The
de-seasoned series shows (hat the i
regular component 15 still {and olten)
present  However, al should pgradually
dhsappear with the mestormtion of peacs
m the country The trend of total indus-
irial prodoelion bas a positive slope,
Stoee 1ts last lowpeint, this trend bas
bt grrowingt &t an average rate of 0 5%,
Thee rate of growth of tolal manufaetur-
ing industry was influenced by an in-
crease o the area of electrical energy
supply, as well as in gas and water sup-
ply (up 197%), and an increpse in the
aren of mining and  extraction  (up
10.0%). AL the same lime, the area of
processing indusiry recorded a 125%
decrease In comparison with the first
quarer of 1996 The decrease in e
processing industry was m major part
cansed by decreases in the fuedstufis
industry and in the chemical industry
Nevertheless, these decreases were bal-
anced by some positive developments in
ihe publisting industry, production of
metal products, production of machines
amd equipment and in smaller process-
ing industries During the transfer 1o the
new classifieation  system, industrial
production series al the level of sections
and divisions were cormected relroac-
tively, so they could be decomposed. The
trend curve of the foodstufls industry
hits been showing o downward lendeney
sinee the end of the last year Cumula-
tivedy, 1t was 100% lower w the first
iuarter of this year The production of
chemicals and chemieal products, as the
secomd largest sector measured by the
magmitude of the value added in induos-
try, recorded a 7 5% decrease in produoe-
tion at the end of the first yoarter, Afler
a wear-long perod of decline, its trend
eyele reeorded  positive  prowth  rates

AR § Sfg il | § S T

] l"llHl.IHmIHIHG PRODUCTION INDEX
(| Seasonally adjusted and trend-cyde (1995 = 100)

15 =

——— Seasonally adaeed
Trend-cycle

10 4

105

[ PRODUCTION OF FOOD A AND nmuﬁes
- Seasonally adjusted and trend-cycle (1995 =100)

120 -
115
10Q
105
100

—_— Seasonally adiusted

Trand-cycle

EEEEE

T §$§¥§§§

CEl - =3 =%¥E

195 -
yar +1

: FRDDIJ(IGH OF IZHEHIEAL‘I AND EHEHIUL[ FHBB‘{ICTS
- Seasanally adjusted and trend-cycle (1995=100)

160

150
140 Seasotally adusted | |
Trend-cycie

130 : .

120 1

LRI

100 1

a0

m -

Tu ] [ — f # t f ot
ot B o B i ] 3w
83333333888 58¢8¢88¢%

ey e S




10 Real Sector and Prices

dorng the last couple of months The
et sector n size, supply of electrical
Energy, gas, steam and hol waler, re
conded a significant increase of 42 %,

| Seasonally adjusted and rend-cyce (1995 = 100)

180 : continuing the two-year long cvele of

B | {| eonsecutive growth
. | The statistics of merrhaniis: trade
140 || with foreign  countries  showed  (hat
| 120 | manufacturing imlustry exported more
i | Eoods in the first three months of this
100 - 1  vear than in the first three months of the
80 ] !Hﬁi year, Exports of total manufacturing
— Seasorally adjusted | industry increased by 21:2% when meas-
' &0 Trend-cycle || ured in kunas. 1L is worlh mentioning
a0 I . , : l :] that the processing industry recorded g
ol - 17.9% increase Compared (o the same
z2g FEL gj é % é :g ﬁEﬁ E ;!i g E § E g £ period in 1996, ||||p|brL grew in the first

| three months of 1997 by 95 2%

- The wumber of unemployed in-
- = . p - | creased in March by 78% compured o
- STOCKS OF FINAL GOODS IN MANUFACTURING SECTOR | the same month last vear. Cumulatively,

Seasonally adjusted and trend-cycle “ﬂS = lﬂﬂj ¢ the first quarter of the year excesded Uhe

o same period last vear by 7T 2%, The ten-

125 | deney of inerease in the number of un-

120 | emploved, which began in the secoud

115 | quarter of 1996, contimued throughout

110 J the first quarter of 1997, The prevailing

105 :r Law on Members of Croatian Defense

00 :i Forees, under which registration with

[ o5 | . the Croatian Emploviment Ageney brings

b i | certain rights, has contribuled greatly Lo

90 1 ‘ i M | tuis. mf:img to the law, it
CyCle i B i

] 8 || persons who Tailed to register with the

B b =ttt i | Emplovment Agency by the legal dead-

§§ 2 § % % § é § § § § § § g § : line (3 days after the date of demohili-

zation] could still register with the Croa-
tian Employment Agency until the end of
March this year. in order to realize their

P | legal rights Thal eapsed a significant
.~ NUMBER OF THE UNEMPLOYED | increase in the pumber of unemployed
g | towand the end of March, while the num-
; 290.000 o A ber of demobilized defense foree mem-
9 bwers s i 3 !

270,000 ! wrs registere] with the Employment

Ageney inereased from Jate Janoary Lo

Y 250,000 i|  late March by 47.0%. The fabor markel is
| s ‘| obviously unable 1o deal with this ex-
230,000 | ogenous influence throngh n gradual
{|  adjustment of supply to lhe npewly-
" 240,000 I erealed demand. Total emplovment re-
AL
8888

eorded al the end of March was 0.2%
lower than thal recorded a wonth ear-
lier. That decrease was mainly caused by
A deerease in the number of employed in
§ soeclled economic subjects, as well ns

2E2Z3FII8GEE I in idividual agriculture
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TRADE

Total turnmwer in retairl trade in the
last three months of 1997 was 27.1%
higher in real terms than m the first
guarter of 19496, while in March alone the
turnover on the annual level ipereased
by 20.2%, The treml corve shows ex
tremely rapid growth. This is cause [or
some oplbnism (o the light of the faet
that, accarding to the last survey, trad-
Ing activity makes up 16.0% of the gross
national product, and is ranked second
among economy’ activities, 1 we take
into eonsideration the estimates made by
traders themselves, we find that tom-
over s expected W grow 2l a nominal
anmial rate of aronnd 308 at the eod of
May 1997 The truth is that in owr elr-
cumstances, thers has héen some unneg-
istered turnover in retadl trade. so we
can be quite sure in saying that the eur-
rently registered turnover in relail trade
i= shightly underestimated. Merchandise
inveninries were 7 3% lower in the [irst
three montbs of 1897 than in the same
period last vear Heal turnover aclhieved
in wholesale trade ipcreased by 9 40% at
an annual level

CONSTRUCTION,
TRANSPORTATION AND
TOURISM

The statistical data on the con-
struction industry, namely the numbser of
working howrs completed and the valoe
of constroction works executed m the
first two months of the year, mdicate
that the ronstruction industry managed
{o attam 2 level of activity that exceeds
the activity recorded in the same period
last vear. However, the eredit should in
part be given to good weather conditions
al the beginning of this year. The data
fur 1996 and 1997 were decreased by the
amoant of works which are, according Lo
the New Classification of Economic Ae-
tivities (NKD), no longer included in
construction works. The data for (e
above [wo vears are comparable, which
cannot be said ahoul the longer series ol
data The mumber of effective working
hours i constwetion {achieved through
both regular working hours and overtime
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12 Real Sector and Prices
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hours. or through the redistribution of
working bours) was 17 9% higher al e
end of Febrmary 1997 than m the same
period last vear, Data on the presence ol
workers at construction siles showed a
22 5% inerease compared o the 1996
figure

The revival of transporation activ-
ity thal cecarred during 1996, inereasing
the mobility of people, capital and infor-
mation. and contributing Lo the growth
of the entire domeste activity, continued
at the beginning of this year, The num-
bor of passemgers transported in all
forms of Lransportation wm the frst two
months of the vear was 5% gher ol
an annoal level Activation of 8 number
of transportation routes coused no ine
erease in the transportation of goods,
especially in maritime (ransportation,
the transportation of goods inereased by
Si%. The planned construction of new
transportalion moutes would mean an
additional engagement of domestic pro-
duetion resourees.

The Government has attemgpled Lo
resolve the internal indebtedness prob-
Tem ol the Lourist cconomy by convening
meelings with  commercial banks on
reprogramming the hotel industry’s debl.
Thiz should improve conditions Tor (he
tourist season. [ndicators of the Croatian
lounisl sector m the Iast three months
eompared o the same perod [ast vear
show o 33 4% increase in the number of
evernights, and a 20.0% increase o the
number of tourist arvivals, This inerease
was in major parl doe to intense tonrist
arrivals around the Easter holidays.
Sueh an inflow of tourists supports the
industry's aspirations o strelch the
tourist season thronghont {he vear

PRICES

March reeorded a muimimal inerease
in refail prices and the rost ol Lving. as
well as a stagnalion in produeers’
prices

Retail prices recorded a 01% i
erease in April eompared o March
Among product groups, the most signifi-
canl inerease was meeonled i Uhe prices
of agricultural produets non-inclosiye ol
seasonal products (0.9%), prices of agr-
caltural products inelusive of seasonal
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products (0.7), while at the same time
stagmation was recorded in redail prices
of industrial non-foodstuff products and
tobace,

The anmual growth of retal prices
haz been quite moderate. Retail prices
grew by 4 1% in the first four months of
s vear compared to the same period in
1996, Prices of poods inereased by an
avernge of 2.5%, while prices of services
inereased by 9.7%.

The cost of lving increased hy
0.2% in April eomgeared to March. A look
al the structure of the inerease m the
eost of bving m April reveals 3 minimal
imcresse in poods (000%), the most sig-
pificant amony which was Lhe inerease
in prices of elothing and footwear, Iy-
miene produets, health and edueation.
enltnre and eoterainment. amounting Lo
4%, Among services, we reconded a
0.3% inerease in the cost of living in
April compansd to March.

The level of prices of mdustrial
products, measured by producers’ prices,
recorded no change in Apnl compared Lo
the March level Prices of consumer
goods inereased by (5%, The prices of
intermediale goods decreased by (1L.3%.
while pricess of investmenl goods re-
maine] al thelr March levels. Among
Individual groups of products, the most
significant inerease in April compared Lo
Mareh 1997 was recortded in the produe-
tion of eonl (22%), production of non-
ferrons metals and production of animal
feed {1.9%). AL Lhe same Lime, the most
significant decrease in prices was e
corded in prodoction of il and nataral
gas (-90%) and in the fron and steel
industoy (-4.9%).

lu April, the indes of variations in
relativee priducer’s prices i manufactor-
ing industey reached one of the lowest
levels yet recorded. This is an indication
of stability in the system of prices,

WAGES AND STATE BUDGET

This wverage monthly met wage paid
in regular employment in March 1997
increased by 6.0% in real {erms ecom-
pared to last year's average, and by
L1 compared Lo Lhe same month last
vear, The monthly gross salary {com-
prising all sorts of nel payments and
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14 Wiages and State Budgpet

REAL AVERAGE NET WAGE
Constant prices, January 1993
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legally preseribed compnlsory vomtribu-
tion payments, a8 well as lax and mo-
micipal tax payments) paid in March
197 exceeded fast year's averge by
11% in real terms, while in companson
with the monthly gross salary paid in
March 1996, the nerease amounted lo
6.0%. The Croatian Government's Mem-
randum oo Economie Policies, composed
in conjunction with the sigoing of an
EFF arrangement with the Imternational
Manetary Fund. contains a warning that
an exeessive increase in wages conld
decrease gur counlrys export competl-
tiveness The Memorandum alse stales
that in seonomie subjects wnder majority
ownership of the state, wages should be
sel in accordance with the estimated
rate of inflation and in live with at-
templs to decrease expenses and -
crease profitability in these subjects For
this purpose, wages and salaries wonkl
be monitored via the average monthly
gross wage payroll and related contribo-
tions, which in 1997 should not excesd
the average level paid in the thard quar-
ter of 1996, This sort of coutrol should be
possible in enterprises under the state
FOVETDATOE.

Al the end of the fiest quarter of
1997, the State Budget recortded a deficit
i U amount of 47% of the lotal est-
maled defieit in 1997 This menns that m
the comimg months the deficit shoubd not
cunlinue Woimerense gl the same speal,
of else there shonli be sulficient surplus
attained 1o compensate for the deficlt
and to end the year with the planned
deficit of 2.8 billlon kuta Bevennes qnd
subsidies were nominally 2 1% lower i1
the first three months of this vear than
in the [irst three months last vear, while
spending plus net borrowing grew by
1049%  The deficit was finaneed from
foreign sources in its entirety. Foreigu
fimzneing was also used Lo repay part of
the debit 1o domestie seetors,

MONETARY DEVELOPMENTS

Following & significant decrease
Janoary and stagnation in February,
money demand wias back on its feel
again in March Growth of eash was
particularly intensive: iU grew by 265



Manrmry Drvrfnpmm.ts 15

million Kuna (Le. 6.2%) compared o the
situation at the end of February. The end
ol the month of March eoincided with the
el of the week, which was also a publie
holiday, Thix all added o the strong
prowth of casl at the end of the month.
Intensive growth of cash continued in
April. Inter-monthly “peaks” of cash in
cirenlation exceeided the amount of 4.9
billion kina

Deposit money grew in March by a
moderate 51 million kuma When we
analyvze the total growth of the money
supply in the first quarter of the year, we
notice a decrease in the money supply in
the amount of 0.4 million ks {Le. 36%),
e to o decrease in deposit money by 0.6
million knna {Le -£.5%), and an inepase
in eash by 0.2 million kuna or 4.3%.

Growth of quasi-money was slightly
more moderate  than  originally  esti-
mated, due oo moderale increase in
foreign curreney deposits, which grew by
400 million kuna e 1.7%. Kuna depos-
its, whnse revived growlh we mentioned
in the previons issue of the balletn,
grew in March by a significant 300 mil-
lion Kuma, or (high) 82% in the relative
AL,

The most dynamic change in the
previons month oceurred on the assel
side, Banks™ eredit grew by 1.4 billion
Joma or 4.0%. Sueh a strong eredit boom
has not been recorded in the last theee
years, especially nol at the beginning of
the year, due {o the fact that credil
grows seasonally more intensive m the
secemd biall of the vear For comparison,
the avernge monthly increase in credit
diring U last 12 mooths amounted Lo
0.6 billion kupa, The most significam
increase was reconded in kuna eredits to
enterprises (0.8 billion kuma) and o
households (0356 billion kuna), Foreign
currency eredit to enterprises ineréased
by 0,35 Billlion kumna

Such an increase in credit fits into
the lomger trend of change in the foreign
eurrency structure of the credit. In (he
middle of 1994, hall of the total credit
granted 1o all seetors was contracled in
foreign currency, while the share of for-
eign eurrency loans o tolal eredil
granted in March 19397 amounted to less
than 24%. Kuna leans lo enlerprises
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16 Monetary Developments

ineressed Ltheir share in the tolal eredil
MONETARY AGGREGATE M4 | from 35% recorded around the middie of
B0 | 19, to over 52% in March 1997 Kupa
' : oans 1o e household sector seconnted
35,000 ¢ <’ in the middle of 1994 for 14% af the total
30,000 4 & eredil, while in March 1997 kuna loans
- 1o honseholds aceounted for 3% of Ue
total eredit granteil. This inerease i U
share of credit granted o eolerprises
and households was achivvsl al e
expenss of eredil o the governmenl see-
tor. which over the vears has changed
sources of financing. Consequently, te
currenl share of loans granted Lo the
central government amoums oo only
0.7% of the total eredi.

Let us take a separate look al the
first quarter, The mosl impressive devel-
. — - = opments were recorded in the item

| claims from the central government. The
MONEY MULTIPLIERS ~ (ml=MI/M0 and md=M4/M0) government paid back the amount of 1.4

billion kuna to deposit money banks, The

e matjor portion of this amount was paid
145 + ; back in February this vear A major

eredit boom followed in March, aceon-
140 1 : panied by an intense growth of cash m
138 Mareh and April. It is obvions that the
’ discharge of the government s |wbilities
.30 4 A toward deposit money banks influenced

the liquidity of the entire banking (and
1235 1 - | financial) system and enabled banks to

direet investment of their assets nto
“other domestic seclors™. The govern-
ment actually setthed all of its outstand-
ing debt to deposil money banks The
rest np to the amount of 186 billion kona
{which is the tolal amount planned
the bodget for decreasimg the fivanemg

el [ oo potion o the ud g e
Comtant e Jgok 129 rency savings” which will berome due m

o) o Jume 1997,

35,000 4 , : On the other hand. acearding to the

30,000 + | data on realization of state hodeet
= | =pendimg in the first quarter of the year,
2 %000 + et |  the government intensified its payments
B 0000 4 . | for goods and services in March 1997
8 | Sueh tendencies are quite eneouraging,
% 18000 1 . | because prompiness in seftling arrears,

i.e. payments due to all sectors and nol
only to the banking sector, should canse
o fundamental improvement in the i
quidity of the entire ecopomy.

The growth of eredit and the
growth of cash both undoubbedly indi
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NBC's INTERNATIONAL RESERVES

cale an increase in dynamics and a revi-
talization of eeonomics Mows. The lact
that cash inereased and deposit money
decreased (e there was a change in the
eashedeposil quotient in the divection of
easl) vould mean that the decrease in
Euna deposits without Axed term cansed,
with a time lag, the substitution of cash
for deposit money,

The total inerease in credit io the
first quarter of 1997, in the amount of 2.7
hillinn Kuna (or 8.0%), was influenced by
the monetary policy with ils gradual
lonsening of banks' liahilities as well as
by fiscal pulicy through the rehabilitation
of problematic banks and through the
prompt servicing of its liabilities. 1t is
now tleposit money banks turm 1o invest
their assets in the economic sector and
households by means of further reducton
of interest maes (and of their expendi-
tures), as well as through correct choiee of
sofvent and creditwortly prjects.

Developments in reserve money in
Aprtl were characterized by a significant
increase in cash amd high givo aceonmt
balances. However, the deadlios  for
payment of the profit tax as per enler-
prises’  annual finnoeial - statemenls
should generate some outflow from gy
acconms of enterprises (indirectly also
from banks™ accounts), toward govern-
ment's giro accounts. Purchases of vol-
unlary treasury bills of [he Natonal
Bank of Croatia was 100 million kuna
lower at the end of Apeil than at the e
of March. Primary issue of the National
Baunk of Cruatia in April was character- = e e S
ized by o sowewhat more intensive ose OF THE MINISTRY OF FINANCE AND DMBs'
ol lomband credit than usual, esperally |
aronml the middle of the month There
were oo interventions in the foeeign
exchange market in April, excepl for the
repurehuase of the equivalent of 30 ml-
lion ko which beeame due on 14 April
The government took 3 150 million knna

2,500

millilmnfdl_lih;
- 8 8 § §

Rehabelitation of PBE

100 - b Seagonalky ad|us'l.t=.dq- .

— TrencH;ycle ’

HBC bills

2

; = 600 1
loan frum the National Bank of Croatia S so0 4 Liguidd tunds
at the beginning of the month The first || & 400 |
50 million kona were relurned three | =§ ]
ilays later, while the remaining 100 mil- Lo
oo were relurned by the end of the 100 f Treasury bonds
month. The balanee of claims from the 0 ———t ottt —t——
central poverument at the end of April gggg@ﬁgggg%%%g%ﬁ%
was, a5 usual for the end of the month EEEEE%EEEE'@E“FQEE
period, e, - -
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— . EXCHAMNGE RATE

; IHDIEES DF Dlll.'f uumrm EXCHANGE M‘EB I]F b

. KUNA V5. DEM AND USD, (January 1, 1995 = 100) | Although the nominal exchange
i rate of the Kona to the German wark
vl be judged as very stuble, there has
been & very slight depreciation of the
kuna present (0.06% change (o the aver-
age monthly exchange rate o Apnl com-
pauredd Lo Marehy Thes trend of deprecia-
tion relative 1o the German Mark, which
was handly poticeable oo the monthly

I F'rh' """f" level, bas been present sinee Lhe begin-
ning of the year. Cumulatively the kana
_ was 0.5% weaker in relation to the Gur-

- LR e o o o o e B ———— . 3

man wark on 30 April, than on 31 De
cember 6 Such a change can b re-
garded ay inconsequential. especially in
fight of the fact that the large inflow of
[oreign currepey o goveronenl's A
eounts caused no ppheaval in Croatinn

g %;sggzsgagg

foreign exchange markel
. l}ﬂl.‘l “ﬂﬂmﬂ BIHAHGE m “um“ 0 DEn Looking ahead. it 15 far more likely
| 7340 ] o expect the seasonal influence of the
| 700 - second quarter lo cause slight strength-
= ening of the kuna m relatinn 1o the Ger
| = 3650 ¢ man mark.
. £ S In April this year, the Kuna also
wr = i) | depreciated aeminally in relation to the
E 2550 - ltalian fira, though very slightly (0 8%
T .g' J | chamge in the average moothly exchangy
‘g 3800 1 rate in April compared 1o Mareh).
¢ 4540 4 The US dollur nominally slightly
! gamed to the kuna in April. Neverthe-
i 5a0.0 O T T e bt A dess the pereentage of the appreciation
ﬁ' gg%g E §§§§§§§§ %ggg%égg | was EIE].L'IﬁmnEl:.' lower than i preced-
vaANTTE E b ESRER ing months (0.7% change in the avernge
1 | monthly exchange mte o Apol com-

pared 1o Mareh) Lnoone worl, changes w

nomimal exchange rates in April i

i S - T cated A nominal deprecialion of the kona
. mm nnmm EXCHANGE mi uunm m [
!

CEE S

relative 10 major forvign  curreneies
However, the prroemtage of tie deprovia-
Cion remained under 1 0%

037

e

1 |
i

i 0.35
)

April also recordml a =lighl depre-
| oation in both indices of the real elfec-
0.33 4 | tive exchange rate we have been lullow-

ing. The real effective mwchange rae
I indes measured by producers’ prices
| recorded g 0.45% depreciation. while the
A vl effective exehange b index meas-
ured by retail prices reconded a 0.54%
depreciation.

0.25 e -H—'—'—H Suel developments in both wdices

ggggg%gﬁégg %g%g%g of the real effective exchange rate m

February wiere in major part inluenred
; by the real depreciation ol e Koo
1) l.verage uf.uhd and bid rates in largest DMBs.
B e S W

31 4

025+

midpoint NBC rate”

! oz

tmeasured by producers’ prices) in rela
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tion 1o following currencies: the Brilish
pornd at the rale of 1.97%, the Swiss
frank at 0.36%, the US dollar at 0.81%,
the Slovenian lolar al 0.75% and o the
Italian lira at 0 65%

BALANCE OF PAYMENTS

The enrrent arcount deficil amoanted
to USD 14622 million n 1996, which is
approximately 1652% less than the year
before. A decrease was also recorded in the
item nel ermors and  soossions  (which
amonted w TSI 8222 million in 1996
or arowml $6.8% less than the vear be-
fore), and in loreign exchange reserves
of the National bank of Croatia (which
grew by USD 4185 million in 1996, or
around 14.6% less than the increase in
reserves recarded in the year befom).

An inerease was also recorded in
financinl mpsactions, which amounted
1o USD 10487 million in 1996, or aronmnd
16.3% more than in 1935

sueh high rates of decrease in the
deficit of the eurrent accound, as well as
in the item net errors and omissions, an
dne to the following an inerease in net
lourist revenues in 1996 compared o
1995 10 the amount of USD 339 8 million
e 418%, an inerease in direet [oreign
investment in the amount of around USH
2684 million ier 33337%, and an in-
erease i ned corrent transfers in the
amounl of TS0 132 5 million e 20.6%.

I we take a look at the Kuna
amounts of exports amd imports {which
are more relinble due W strong oseilla-
tions in the exchange pate of the U'S
doltar), we notice a slight decrease in
exports and imports m March compared
to Febroary Exports recorded in March
1997 were 156.4% lower than the March
1096 figure, while imports mereased by
5.7% in the same period

U the side of exports, in the st
thren months 1997 compared (o the same
period last year, we recorded a 16.2%
increase in intermediale gosds and a
32 % inerease o consumer goods, while
al the same time nvestment goods re-
eonded a 5.2% decrease jn exports

On the side of imports, in March
1997 eompared o Manch 1996, growth
was recorded in intermediate goods
(26.4%), in investment goods (61.2%),
and tn consumer goors (30 2%).
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HUHEE B‘F PI.THEHTS in mﬂimns of HED {prelmnir;.' data}
Jan.- Dec. 96 Jan.- Dec. 95 Jan- Dec, 96/Jan.- Dec 95

indices 1

Carrent account 4522 170 848
| Capital and finandil accounts 10487 9017 1163
|| NBC international reserves - 4188 - 450 85.4
| Neterrors and ommisions 8202 13005 63.2

HEH.HHH}IH E!Pﬂﬁ]'i .tHD IHPﬁETi (in mlllwni nf I!iDj
Jan.-Mar. 1996, Mar 1997.

Jan.-Mar. 1997,

LT Nﬂf. 1

e Sl

Mar. 1996.

| EXPORTS

1195.8

1062.1 1389 4008

| IMPORTS

0407

1661.7 fi68.9 6319
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—— =———m———————=m  MONEY MARKET AND

ANNUAL INTEREST RATE ON THE ZAGREB MONEY MARKET INTEREST RATES

o ; Significant aseilations continued n
35 | the average daily inlerest mles on the

30 - | Money Market (between 10 8% and 13.4%)
26 | Tmlerest rates have been slightly higher
than at the end of 1996 (the monthly
average increased by approximately
300 {n the last six months), due o sev
ernl reasons. First, there has been a
transit of matwrity of loans on the Money
Market from short term {less expensive)
teward longer Lerin (e more expensive),
and from revocable loans (less expen-
sive) Loward Lime Jonns (moerm expen-
sive). The seeond reason is the imbal-
ance of supply and demand, which does
not only emerge from the wishes of par-
= ticipants in the Momey Market, but also
IHTEREST RATES ON NBC H!l.l.i ﬂﬂmw III |mmﬂ lm | from various limits, such as the maxi-
Annual level, on auction days | mum amount of loan granted Lo one
: o debtor  Regardless of the increase (o
J interest rates. the situalion on the
26 D n 35 0o 1 Money Market should not be considered
® Due in 91 days | alarming. due (o the fact that interest
20 + m Due n 1BZ days | males seem Yo be quite slable (judging
- | Trom monthly averages in 1997), Besides,
15 7 the National Bank of Croatia introduced
| several measures desipned to prevent
interesl rales frow growing such as a
decrease in the legal mserve require
ment and a decrease in iolerest rates
pald on treasury bills of the NBC It
shoald be noted that the end of Apral is
expecied to bring slightly higher interest
rates due 1o the expecled decrease in
— 5 - = liquidity of the banking system. That is
- ' T a - consequent 1o legal persons” obligation
DMBs' |HTEHEH RATES ON CREDITS IN KUNA | to pay the prufit tax as per the annual
| financial statement for 1996

| Interesl rales pad oo volomary
28 ' | treasury bills of the National Bank of
26 | Croatia decreased in aoelions held o
74 1 1 Apnl currently amonnting o 70% for 45
22 dlays maturity and B.5% for 91 days matur-
| ity Inlerest rates paid on treasury bills of
20 - | the Mimstry of Finance also decrensed, as
18 | & consequence of enormous interest m
teeir purchase. Infervst rates paid on
treasury bills of the Ministry of Finamee,
allained i the last couple of auclions,
amounted o 9 758% for 42 days matunly

18 [ — Mol indexed to e
14 ¢ l_— indexed 1o Ifc
12 I 2
0 | and 10.95% for 91 days maturity,

Deposit money banks” interes! mtes
slightly decreased in March Nevertheless,




the impurtant thing is mamlaining a
downward trend (o aclive inlerest rates
The average interest mte of the hanking
system on kuna loans without the eur-
redey clause amounted to 16.9% (e
17.0%h on short-4erm lnans and 14.2% on
long-term loans),

Credit interest rates in different
banks ranged between 1A% and 46 7%,
with the Jargest Croatian banks still
significantly below the banking svs-
tem's avernge

The average interest rmte on kuna
loans with the currency clase incrensed
by half a percent. currently amounting to
18.1% (Le 21.2% on shrt-term loans and
129% on long-term loans), The spread of
interest mies in varous banks is still
significant, with interest rates mnging
between 5 4% amd 95 1%. A Torber de
prease o0 deposit money banks active
interest rales is expecied o ocear in April

Interest rates oo kuma deposils
have been on o slghtly upwand treud,
which is especially visible in time kuna
deposits Banks have also been following
this slight growth of kuna savings, thus
eontributing to the restoration of eonfi-
depes in the domestic currency, loterest
rates on foresgn enrrency deposits are
errently quite stable, folowing a sig
nificant decrease at the beginning of the
year. We should hope for growth of do-
mestie currency savings, whuch are also
more profitable for depositors, doe tn
higher deposil rates on kuna deposits
eompared to foreign currency deposits,

In 1996, interest rates were al an
undesirably high level, due to (among
other reasons also) U problem of diset-
Ued elaims, inadequate legal prolection
and the lack of a credible instruoment of
eollectinn of mitstanding debis. We en-
tered inte 1997 bundened with the same
problems. becanse it seems that (despite
all provlamations) economic subjects
intend tn keep financing their aetivities
tirough an unethical bul seemingly less
expensive approach - non-payment of
obligations. This 18 confirmed by (he
data on umpaid claims regstered with
the Payments lustitute, which amounted
to aronnd 92 billion kona in March Io
the first theee months of (he year, unset-
thed payment orders registered with the
Paymentls lostilule increased hy 760
million Kuna,

mhmmdmwmmumm-mduﬁmmhm

g e

Interess Rares 21
. DMBs' INTEREST RATES ON DEPOSITS
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