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Real Sector and Prices

REAL SECTOR

Industrial production, rading ac-
ity and jounst night-stays  were
higher in the first four months of the
year, compared 1o the figures attained
m the correspunding period last year,
Transportation services were Jower in
the first quarter of 1998 than in the
same pericd last year. FHowever, in
general, monthly dats on the other ac-
tvities that penerate gross domestic
product 15 lacking.

Tatal industnal producnon. grew
by 63 percent compared o the first
tour months of lase year. This year, the
fasiest wrowth was recorded o the
processing industry - 74 percent cu-
mutlatively, while avermge monthly gea-
sonallv-adjusted  growal  this  year
amaums to 04 percent. The energy
supply 13 growing slower than in 1997,
however, the cumulative incredse of 37
pereent §s het insignificant, In mening
.1|1d mmrlinn, 1]1: lr‘.'l:[ nf prmlul.‘lll.ur:
ecuals the st year', The growth of
the processing indusiry s based on the
strong increase in the langest compan-
menits - producticn of Todd and Lever-
uges (695 production of chemicals
aned  chemocal  products (8.2%), and
publuhing and prinung activiry [S.796).
Following several years of recuperation
anel stagration, 1997 rmeonded o siguif-
canl incredse an processing  indostry
output, and the positive rend has cap-
nnued this vear: L addinen mo the war,
the process of restrucunng and trans-
uien explans such developments.

The decrease e total ordens and
export orders fur products of the proce
esiing industry recorded ine the firs
ruarter nf 1998 compared 1o the fourth
quance of 1997 u the rosult of a con:
juncrare test which is being run by the
Center for Research of Compuisctare
witly the Priveedni Viestuk (Centar-za
istraEnane  konjunkiure Prveednog
viestika). Ouly n the. producnion af
chemicalt and chemical products and
in the producion of tmmpoation ve.
hicles are demand expectations more
optimistic than in the fourh qoarter af
1997, Neverthelew, the increase i pro-
ducuon ol L8 percent recorded in the
lirst quarter of the current year conn-
pared to e tounh quarter of the pre-
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PRODUCTION OF FOOD AND BEVERAGES
Seasonally adjusted and trend-cycle (1995=100)
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ceding vear {caleulaed based on the
trend cycle component), a funther iaten-
uficatum of production i the fourth
maath of the year, as well as the possible
nop-representativencss of the sample
(24% af the 1otal camings and 219% of
employed in the processing industry),
could all be signs thar soual expecta-
tiops may mgnificantly  differ  from
these shonwn in the quesbonnmre.

The problem of insolvency in |e-
gal entities in domestic ecanomy 15 stull
very prominenl, Among Vanous com-
parments in the procossing indury,
wsolvency I« most prominently presenr
in production of food and beverage,
production of machines and equip-
menl, production of metal produces,
and in the processing of wood and pro-
ducpon of wooden prodocts. This is evie
dent frem the moord of wasenied pay-
ment orders wath the Pavinents Lostirute,
The increase in the number af insolvent
CRISTPAsES 13 N MAr pan 3 conse-
quence of privale enlorprses’ increas-
ing ncapability 1o meet thewr obliga-
tians i accordance with agreed-upon
paymen! lertm.

Trade data in 199 are i con-
formance  with European  siatistical
standands, Trading activity as defined
by the National Classification of Eco-
nomic Activines (Nacionalna  klasifi-
kacrjn djclatnosti) is wider than the
trade sector per se. Dam will in the fu-
ture be collected pumthly. The monthly
fEpos: enoompass tumoever in enter-
prises. registered in the retadl tnde,
those registered in the activity of sale,
mamntenance and repar of motar vehi-
cled (Compartment 50 of the Nanonal
Classificaton of Economic Activites,
and groups 3.1 - 52.6), as well as se-
lected enterprses registered in other
activifies, to the extent thar they engage
in trade. Total tede urnover thus de-
fined grew 6.2 percent in real terms 1o
the first quarner. In retad trade, the real
rate of growth of omover amounts o
2.5 pereene. The year-an-year increase
i prces in Lhe retail trade ameunied 10
4.1 percent for the fost quarter, As fas
as nsnbvency is concerned, the whole-
sale rade sectar and trade intermedia-
ton, and the reeal trade seciar anid
hogne appliances repair were in lirst
and second place,
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The trend curve ol the tanspor-
tatiogs of pouds stagnoted in the st
quarter ab thie level of last year's aver.
ape, while ooginal ligures show 1 de
crease i the total transportanon of
guods of 29 percent compared 10 the
first guaner ol the preceding year.
Transportation ol passengers. recorded
a 25 percent decrease compared 1o lhe
same quarct last year, which i clearly
illustrated by the trend curve

Tounst night stays meconded @
the end of the quarter were below the
figures artasned in the Tirst quarter last
year- This 8 in discordance with the
conbauows increase o the mumber of
toanst pight stevs recorded m the lus
twr years  Flowever, thoe number of
remst night-stavs in April contrbated
to the fact that the nomber of mgh
stays reenrded in the Ot quarer of
1998 exceeded the cormesponding pe-
nind al the preceding vear by 1.9 per-
cent. Turmover i the catenng industry
tee all of 1997 grew by 19 percent in
anmanal lerms. This suggests that sig-
mficant value added was produced in
Ioupsme and catenng last year The
strcture of termover in the catening -
dustry an 1997, considenng the type ol
services proowicdedd, sheavs thar the lurges
earnings come [rom night-stays (44%],
sale of faod (3% and beverages
Ve, F.ml‘li:r}rmmr i the calening in-
dustey o 1997 ioereased by 190 per-
cem compared 10 the preceding vear.

PRICES

Brtail prices grew by (L5 percent
in May Prces uf services continued 1o
grovw slighely faster tan the prices of
gouds throughout the muath ul May,
Prices &f senvices grew by 14 percent,
while the prices of goods grew by L3
percerit. Among the vanous goods, the
prrices ol agricultural produces exclusive
ol seasanal prodisces grew tastest ar 10,5
percent an May A1 the <ame dme,
prces of agrculiral products inclusive
ol seasonal producty increased by anly
4.1 percent. In May, the prices of non-
seasonal toodstulls grew by L. perceat
while seasonal foodiiufly grew by mere
0.7 percent The prees of iduseral

TRANSPORTATION - PASSENGERS
Seasonally ad|usted and trend-cycle (1995 = 100)
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foodstuils mereased in May by 0.3 per-
cent, while the prices of industrial non-
foodstufB mereased by only 0.1 per-
cent. The prives of beverages decreased
by 02 percent, while the prices of to-
bavco remuined ap their April levels,
The cost of living increased in
May by 0.8 percent. Bxpenses in oo
nection with services grow at the rate of
1.6 percent, while the expenses in con-
nection with goods grew ar the rate of
(1.7 percent. The most significant in.
crease in May was redorded in expenses
i connection with tunspomtatien sen-
icea and with posial and telecormmuni-
cation services, which increased 36 per-
cent.  Expenses in connection  with
means of transportaton and transpor-
tamon services grew ar the rate of 2.5
percent, while EXPENSEs i CONMEnon
with nutntion increased by 1.5 percent.
Expenses m connection with clothes
and foorwear, ax well a3 experaes in
connection with education, culture and
leisure increased by 0.2 percent. Ex-
penses in connection with hygiene and
health increased by only (.1 percenr,
while expenses m connecnon with ac-
commodanon remaned on their April
levels. Only the expenses in connecrion
with wbagen and beverages recorded a
decrease, at the rate of 0.1 percent.
Following the growth in recent
months, producess’ prices  decreased
agamn, by 0.1 percent in May. This de-
crease i result of decreases i the prices
of energy produci, which decreased by
(1.4 percent in May compared 1o Apnl

EMPLOYMENT AND
WAGES

Fqu:u‘wEng the seasonal maximum
amamned n March, registered unem-
ployment decreased in Apnl by 4,354
persans, reaching the wnal number al
187978 regisiered unemploved persons
at the end of the month., I we campare
Apnl 1998 wih Apnl 1997, we nouce
an ncrease in tegistered unemploy-
micnet by 5906 persons, while alo no-
ticing that average unemployment in
the first four menth of the current vear
exceeds the average in the correspond-
g penod i 1997 by 10,667 or 3.8 per-
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cent. IFwe look at scasonal charactens-
tics of unemployment, s seen an the
preceding years, we can forecast a de-
crease in unemployment - from levels
abuwe. the seasonally-adjusted values
during, the preceding months, 1o levels
below the seassmally-adjusied values i
the comuyg months, This means that
the decrease v regstered  unemploy-
ment is most bkely (o conbinue through-
nut the neat couple of months.

Data on employment are cur-
rently boiog revised. The preliminary
data Tor the mombh of Apnl show
1350310 cmployed, which is 0.3 per-

cent less than wiheated by the prelimi-

nary data for the month of March. Us.
ing the preliminury data, which mdi-
caie a less signiticant decrease e em-
Pln}'mtnl I|‘|.'Ir.| ﬂ"n_‘ L‘_iﬂta u";\d IEI[ Previ-
ot estimates, we get o mte of upem-
playment of 17 6 percent m-Apnl. This
represents d slight decrease compared
ta the 17 8 percent unemployment rie
recorded i Manh.

Real wages paid i Apnl in-
creased slighaly, for thie first me in this
year The average real net wage pandd in
the fimst tour moothy of e year was 3
pereent higher than o the sane penod
last year. A the same e, real gross
wages grew by 0.3 percent. Despite the
deswnward trend in 1998, bothy gross
and net real wages pad m Apnl were
higher than those pad 1 Agnl 19597
(by-4 4 and 4 3%, rexpectively).

MONETARY
DEVELOPMENTS

The many Chamctenstics of Jdeys]-
OpEmEnts B0 Moneury apgrepaes
April were 3 devrease i fregn labili-
ey, o more poderate fpnorease in fotal
credit compared 10 the previous months,
as well as funher stagnation of total

hyoid assets. A senes of five-mionths of

continuous growth of forcign habilines
ended 1 Apnl, tem Apnl foresgn -
ahilities decreased shglidy (03 Inlhon
kumnal.

Simuluanecusly with the Apnl de-
crrase in oreign liabilties, deposit
money banks' foreign assets decrensed

NUMBER OF THE UNEMPLOYED
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compared 10 March by 06 billion

MONEY SUPPLY kuna This was enough for the deposn
money banks® net foreign assers o mum
XL o negative afier a year of being positive
— Cash(() I . This means that deposit money banks’
— Deposit maney () i} * foreign hobilibes exceeded their foreign

et o s s b it assets by 0.3 billion Jouna.

The decrease in foreign assets was
in magor part due to the decrease n
short-term deposits of 0.6 billion kuna.

Apnl was the st moath of
Croatian Mauonal Bank bills denomi-
pated in loreign currency were offered.
This cawsed o reallocation ol depesi
money banks' Toreign assets [rom de-
pomits {which had been held abroad) 1o
clarms on the centml bank, e from
foregn to domestic foregn exchange
assets of deposit money banks, This s
abso partally the reason for withdmawal
of deprsit money banks' foregn cur-
rency deposits abroad. The balance of

millions of kuna

CASH TO DEPOSIT RATIO (/D) AND SHARE OF CASH IN MONEY SUPPLY (T/M1)

e foreign exchange CNB bills outstand-
07 Fm e e A e e g, at the end of Apnal amounted to 182
mullion kuna, out of which 33 million

[ O FIVOPPERTM f 0 VT o 5 e e, SV N, SRRV IV A WOSOATI IV kuna were suitable for refinnncing,
Toual credits inereased m Apnl by
i ¥ W | billive kuna {(re. 2%), which s
approximately equal 1o the average
fid T e el S monthly growth artained in the st 12
months. At the end of April. total cred-
0. e R g S Ly I s amoanted to 53 badbion kune, On an
", annual level (Apel 19987 Apal 1597)

this represents a gprowth of 41 percent,
which 13 only shehty less than last
vear's 44 percent. Neverthelesy, o closes
look at the structure of total ¢redit pe-
veals that the growsth of {enedmg liorally
REAL MONEY Aafeed 10 April conypared to the uverage
Costant prices, April (994 maonthly increase rctn::n.!e::l Ei'i.h:uug]‘mut
the last six months (645 million kuna
compared 1o |33 million kuna), in
o} == Maney supply ot LS b e i whiuch the increase in lending 1o house-
o — KL deposits e e L holds (0.5 billion kuna) was slighuy
larger than the increase i lending o
the enterprise secior (03 billion kuna).
Growth  of  wvestment  in shares
ameunted 1ot ] billion kuna

Toral hguid assets continue its
Near slagnation. In .r";pnl, it grew by (a
mere) 0.2 billion kuna, which resulted
fram a dighr increase in Toregn cur-
rency deposits and 3 decrease in kura
deposis {as well as in depost money
and non-monetary deposis). The house-

hold sector reacted to the muld depre-
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clation of te kuna by curreney trans-
formanon of 1s deposics,

Sypmficant collection of 1y reve-
nues wis rellected in the growth of de-
posit money of the central government
with the central bank, ns well as in the
growth of kuna bme deposis with de-
posit money bauks: A mirror image of
these developments v the decrease in
deposit money and kuna deposits in
the eterprise sectur, which grew cu-
mulatively by 1.2 billien kuna in the
first foure months of the year,

Fot the Croatian central bank,
May was an exceptionally busy month,
On the assersside, both kuna and for-
egn exchange twansactions cecumed o
large amaunte. This year's fint foragn
exchange auctions: by central bunk,
held sn May, recorded @ purchase of
0 millon kuna  (tetal oet non-
wchive ol the effects of tie Tamuary
repurchase of [oteign cumency, fist
commenced in Decemnber 19973, which
enrresponds with the wotal value of par-
chase of kuna in the first fve months of
the preceding year (440 pulliim). The
Croanan Natonal Bank sold o 1otal
DEM 120 mullion and USD 10 million
o depast money banks, By June 26,
1297 wosold DEM 10 million witly re-
purchase. The deposit muoney banks
compensted  the outflow of kuna
through one and a half tmes more in-
iensve wse central bank's credits than
in April {on average 250 million kuna
per day through Lombard foan and re-
pos of CNE halls). At the end of the
month, the cemml bank lowered the
ratc of reserve requirenent to 9.3 per
cent, thus imperting 300 million kuna of
irce reserves, The assets of the Croatan
Nanonal Hank changed w May also
due 10 the faer thar the month earler
the central gpovernment returned  the
00 millten kuna which the Croatian
Nauonal Hank granted to Dubrovadka
Banka wn pre-rehabilitanon, for fulfill-
ment af s kuna and foreign currency
obligatona.

The man cause for such devel-
opments was the May retracuon i li-
quichty, Afier months of loreign ex-
change hyusdity overtlowing e kuna
lequidity, the streams of hguidny sud-
denly changed direction. The intro-

DMB's DOMESTIC CREDITS
Constant prices, Janvary 1994
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(NB's FOREIGN EXCHANGE RESERVES
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ducnon of mandarory kung depeosits on
deposit money banks' shan-term [or
eign debt, and parually an long-term
Toreign debt, slowed down the inflow
of foreign exchange from abroad. Tt
also withdraw approxumately 250 mil-
linn kuna [rom banks” giro accounts to
recquired reserves dunng the months of
Apnl and May. At the same nme, due
e the escalanon af the fmancial crisis
in Dubrovadka Banka, banks suddenly
became very cauncus in their busines
policies, credit actviry slowed down, as
well as the inflow of deposus whach
seeve @y the bans {collateral) for use of
rredit In additon, o part of total Bi-
quadity was withdrawn to (o0 average)
hugher balanees on the accounts of the
central povernment. In such a ginaa-
tios, the demand for foreign exchange,
necessary for servicing and paying abl-
gations due to foregn countnes and
manetary authonues, increased 1in the
domestic market. This caused a strong
e of kuno ino the foreign currency
and u decresse 0 the supply of the
kuta on the moey market. A miore
cautinus management of free Runa re-
serves i same banks made the liquid-
ay preblem for banks which are net
berrowers on the maney marker cven
maore acde, Comsequently, intepvention
loans were wsed 1n May (this is the sec-
ond tdme inicrvention Joans have bees
used i 1998), by o banks; by one
bank for one day (in the amoun of 7.1
eillion ko), and by snother for the
totd] of [ve days on twa different oo -
sicens (in the tora] amount of 20 nullion
kuna). Liquidity of the totl banking
syatem an May (with normal ascilla-
vons throoghour ithe manth) stayed
around 500 million kuna on hank's
giro accoumts on average daily.

EXCHANGE RATE

The nominal exchange rate of the
ki depreciated in May relatve o the
Crerman mark by 1.45 percem, which i
g more significant deprecintion than
thar recorded o April (when the ex-
change sate deprecioted Ty 0.95%%), 1L o
abso twice the amount ol depreciation
recorded in March, which ameounted (o
[only) (0060 percent.
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At the end of May (on May 28),
the value &f the German mark reached
the level ol 36237 kuna, which s al-
modt equal to the exchange rae re-
corded two yesrs agw, 100 ac the begin-

ning ol 1995 Since the beginning of

(998, the kuna deprociated against the
CGrerman mark by 325 percent. The be-
girming ol the vear marked the biston-
cally livwiest exclhaige rale of the Ger-
man rrark of 3 5087 kuua,

Such depreciution, although much
greater thas I the preceding years, is
uill seasondl v dharacter. Itoalse con-
tips elements that ndiate the shon-
age of foreign currency un the domestic

laregn currency market. The lock of

farengn cormency isa resalt of the -
ducnen ol panial restrictions on the
capual acernint

In relation toothe US dollar, the
kuna apprecined shightly in May, duc
1o the fact that the dollar las weakenyed
i rebaneon aothe German mark o the
world marker. The sverage exchange
rate of the U dollar wis 1.2 percent
lower an May than i Apnl. That s, in
prart, the reason lor the depreciauen of
the real effective exchange e meas-
ured by setail prices of only 000 per-
cent i May, T lowever, these are all pust
prelminmary data, Comulatvely, the
real effectve exchunge mte measured
by retanl poces sull appreciated at tae
rate of 112 percent in the fist five
months ol the year, thanks 1o the in
creass unn prces at the bemnning ol the
vear. The real offccuve exchange rare
memaured by the producens prices de-
precuated by 04 percent m May, The
depreciation rewonled since the begin-
rong ol the year amounts o a sulatan-
tial 4 37 percent. The value of the index
i ates that this exchunge mte 5 3.2
pemvent weaker than the exchange mte
reconded at the beginnipg of 1994

BALANCE OF PAYMENTS

Capual indlows restrctions matoo
duced ar the hegnrang nt Apeil, caused
tin part] a decrease in the value of
merchandise  imports, Comseguently,
merhandise imposs neasured ol
amounted o USD 613 mulbon in
Apaik, whielyas 17,5 pereent ess than in

NDICES OF DAILY NOMINAL EXCHANGE RATES OF
KUNA ¥S. DEM AND USD, (January |, 1995=100)
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INDEX® OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
{INEER1 - with retail prices, IREER - with producers prces), January 1994= 100
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MERCHANDISE EXPORTS (f.o.b.), IMPORTS {c.1.[) AND TRADE BALANCE
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MERCHANDISE EXPORTS AND IMPORTS (in millions of USD)
Jan hpe 1998 JamApr. 1997 Apr (958 dpr 1997
Exports Loh. LG 1.500.1 a2y g2L1
Importy £l 25435 26T BI9D 35.0
Balance -1, 14004 - L1758 - 2904 -313.8

Bonyrve; [ uf Statistles

March. Merchandise impons 0 the
first four months of the year amounted
to USE 2,543.5 nulbion, 1.e. 4.9 percent
less than in the same period lase year.
At the same wme, merchandise ex-
ports at Lob. amounted 10 USD
1,403.1 mullion, ar 6.3 percent less than
last year. Trade deficic was 11404 mil-
lLion USTY or 3 percent less than in the
same perod Jast year,

Significant fluctuatons of the ex-
change rate of the dollar 1oward the
Evropean currenaes, which amount w
approximately 70 percent of ol
Croatian merchandise frade, distort the
goal  picture. Expressed in kuna,
Croatian exports smounted to 9,002.5
million kuna, or 2.1 percent mare than
in the same peniod last year. Ar the
same bime, Croatian impons amounted
to 16,3054 million kuna, which repre-
scnts an increase, at the rate of 2.6 per-
cent. In the same period, merchandise
trade deficit amounted 10 7 302 million
kuna or 3.7 percent more than Last year,

Il observed by the different sec-
wirs aof the SITC, the most signilicant
growth i exports in the last [our
memths came in pachines and trans.
ponation equipment (403 percent in-
crease), and in ol and lubricann (814
percent). At the same tme, the most
significant decrease in expors com-
pared to last year wac in mineral fuels
and Jubricants {-43.1 percent),

15957 saw an increase in the cur:
rent account deficit nf USD 27829
mullion, which represents an annual
increase of 1992 percent (according
dara processed before the latest revision
of data on impons and ouports of
goods), The share of the cument ac-
count deficit in Gross Domestic Prod-
uet wicreased from 4.3 percent to 116
percent in 1997, The increase in the
merchandise trade  deficit o SN
52244 million, due o an ncrease n
merchandise impons, had the mos
sigriificant effect an the detenamtan of
the balance of payment. Transfers o
the government also recorded a signifi-
cant decrease, due 1w the calming-
down of the pohinical siwation. At the
sme tme, net revenuss fom senvioss
increased] e USD 2,022 million,
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which represents an annual increase of
146 percent, duc to an increase o
tadrist revenues,

MONEY MARKET AND
INTEREST RATES

The sygnificant growth of the av-
erage daily interest rates on the Money
Market Zagreb best reflects liquidiry
difficultes seen in May. Daily averages
fluctuated throughout the month be-
ween 1540 and 1870 percent, with
the mean value of the dajly averages for
the month slightly nearer the upper
bound. The imbalance between supply
and demand for money was signifi-
cantly on the side ol the demand
throughout the month. Consequently,
the interest rate v the money market
grew continuously, The heaviest pres-
sure on the moncy market was (el
around the maddle of the month, when
the interes rate was the highest At that
time, call money was ner available ar a
price lower than 1§ percent. This is five
full percentage peints more than the
price ar the end of Apnl, Naturally, call
loans were predominant, while al the
same time the commercial banks wers
vang Lombasd credit throughour the
modith, The reason Tor such a steep ano
credse jn dnlerest rates on the monbey
market should be sought in the meas.
wes ol monetary pelicy (which were
angimally created to decrease Croanan
banks' [oreign indebredness), segmen-
wion ol the marker {cerin hanks
have made a list of banks they da net
wiih 1o lend thetr eveess reserves 109, 2%
well aioin the increase in the averape
balance an the accounts of the central
government, Following the mcrease iy
tension in the finst half of the month of
May, the Croatian Nauonal Bank de-
cided to mtervens, A decision on exiens
s of the pumber of days of possible
use of the Lombard credit was promul-
gated. L addstion, the Croadan Na-
tional Bank allowed the banks 1o allo-
cate anly 6 percent (previously 75%) of
the legal reserve requirement 1o ther
account with the Croanan Nannnal
Bank, while the rest could he main-
tained a1 depest maney banks' giro ac-

ANNUAL INTEREST RATE ON THE ZAGREB MONEY MARKET
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counts, Finally, at the end of the
monih, the mic of the rewerve require-
ment was decreased by 235 percent-
ape pomts; Le. 1o 293 percent,
These measures were designed o in-
crease the liquidiy of the bankug sys-
temy, ancl 1o lower the pressure on the
price of moncy, as well as w prepare for
the start ol the season of increased de-
mand lor miney.

The growth of interest mtes on
buna balls of the Crosan  Narional
Bank, as well a3 ot Tresmury Bally af
the Ministry of Finance conunued.
Croanan Natonal Bank bills, yielding
949 percent lor 35 days, 1050 percent
for 91 days and 1100 pereemy for 152
days, continue ti be very profitable in-
veatments for commereial hanks, since
they serve as good coverage in case of
problems wiith liquidity. Treasury Balls
of the Mimsuy of Finance yielded
10.00 percent fnteeest for 42 duys, and
10,40 percent for 91 and 182 days in
April. Forelgn exchange CNE bills in
Grerman marks viclded 346 percom for
63 days and 1.5 percent for 91 days,
wihule foregn exchange treasury bills o
US dollars yielded 5.57 percent for 63
days and 564 percent far 182 days

Commercial banks' lending rates
recorded o shight inetesse in April The
average interest tate on kuna loans
without the currency clause ereased
by 0.5 percentage points, reiching the
level pf 15.31 percent (shorttenm loans
1538%, lonpererm loans 13405, The
avernge interest rate on kuno Joans
with the curency clause jemamned ar
the same level of 1517 percent {sho-
term loand  16,84%, long-term  loans
12.81%). The average nterest 31 an
foreign exchange loans increased by 1.2
percentage pomts, reaching the level of
15 82 percent.

Apnl brought a shghy increase in
the dverage interest rates an kuna de-
posits {now holding ar 4.93%), as well
as @ muld decrease in the average iner
et mate on forogn eurency deposits
{currently holding ar 5405}

The inierest rte spread expanded
i Aprl by shightly less than 0.1 per-
centage  paunts, currently holding at
10,38 percentage points.
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Through the end of Apnl, 13.8 bul-
lion kuna were collected 10 siate budger
revenues. This is 37,7 percent of the 1otal
revenue collecoon esumared for thas

year. Compared 1 the collecuon of

revenues 1o the first four menths of the
provious. year, this sepresentcoa 43.2
PETCCAT inerTase.

Al the same nme, 153 hallion
kuna were spent, which s 340 percent
of the wiral expenditures planned 1
1998, "The nominal increase in expen:
ditures on the annbal leved amounts 1o
118 percent. Although Apnl was the
first month since the beginmng of the
vear which reconded & defiat, e toial
four-momll balance shows a surplus,
Cuorrently, this surplus amounn o ooe
third of the ol defien planned for
1998, Surplus in the amount ol 502
millian kuna and foreign bormowang in
the amount of 498 mullion kuna were
spene an decreasing the cenral gov-
ertimient’s debit towand domeste secion
(1.0 Il knnd,
memey hanks)

Tax revenues excecded lust year's

largelv 10 depesiit

fpures Ly 4.2 pereent. The mapony of

these revenues (e, 73.2%) come lrom
taxes on sales (value added cax, final
caloulation of the sales x an goods
and services lor 1997 and the excie
taxd, A decrease in producen’ expenses,
caused by the imraduction of the new
uax system, and ellminaion of the cu-
mulanve eflect of the sales ay, resulted
i & rlecrease in producen’ prices of in-
dustnal products in 1995,

Capital revenues were more than
doubiled uy the hest fuwr months of the
year cumpared o the same pcrim] last
year. More than one hall of these reve-
pues originated [Tom privalization,

O the expenditure side, the most
sgnificant annual incresss was  re-
corded in central governmem’s current
expenditures fivt goods and services, as
well a8 in current iransfen. Capnal ex-
penditures were adennical 10 those an
1997, In caputal expenditiares, the most
::sml‘lr.:nt items were capital tansfers
and procurement af fixed capital gonds.

OUTTURN OF CENTRAL GOYERNMENT BUDGET
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FINANCING OF CENTRAL BUDGET DERICIT

{in millions of kuna)

TOTAL FINAKCING

|an.-Apr. |998 1998 Budger
- 2 2011

DOMELTIC FIRANCING

- 1,000 -2.350

from monetary authorities

-5

From deposit maney banks

-Ef2

Other domestic financing

FOREIGN FINANCING

From international develop, institut,

From farelgn governments

{ther foresgn financing




