MNVE

FEBRUARY 1998

BULLETIN

YEAR 111
No. 24

1VYNOILVYN NVILVOdD
1l

HEBE



INFORMATION ON ECONOMIC TRENDS




Real Sector and Prices

INDUSTRY

The 6.8% mcrease w indusinal
producten m %97 was o hine wath
the expectations based on peacetul
andd stable econamic condimons, After
having reached the "war bottom® in
1924 dusinal prn:hlcn:m his been
slowly recaverig tor the last couple of
years, recording the st mtensve
growdli i (997

The rate ol growih of indusenal
producnien an 1997 was (oo great o3-
tent influerned Ly developments in
the second hall and sspevially inoahe
Last micenith ol the year. i which vear-
an-vear growth amounted o 224%.
The graph shows the endency of -
erease o getivity. Since the begnnming
ol 1994, the level of the rrend grew by
L6.7%, while in 1997 alone 0 grew Ly
8.3%. The senes ol wdustnal pme-
duction comtaips 3 ".IEUIEHC;]II[ TR L -
lar component and has rregular ses-
soial charmctenstics. Althaough official
statstical sources anill o e have
data ot developments i agpregite
schviry i the country for the entire
year, the data wi aclevity b the real
sectoraridivute apid groweh.

The total prewth of andusinal
productien 18 the result of o 39%
growth i the processing indusines
and a4 X% crease i the chergy
sector fallvwang o premaced  de-
ereasing trend i processing. madus-
tries, the last vwe years have buought a
change towand the positoee, mowhich
the increase recnrded wr 1997 wis es-
pectally upmilicant, Supply ol elecin-
cal energy, gay aml water peconded
I_1|11;u11' r{'1||lr11|.'m'\. h'lr e rhmi (Sl
secitive year, The pares ol growih e
corded 13 the last 1we years were e
pecually ligh.

Ini the area ol processing idus:
Ify, ail WICIEARE i producien way re-
corded 1 Nlleen setins,  anong
which the most SLEEUTICA ] WETE i
duclion of motor vehicles, railers
and semu-tmilers (89190 polilinhe-
g and pnating odostey (32.9%),
Lr|l{_ﬂjl]l’1'il'l|l ol tunnitare 1 34.9% ), me-
tal iidusery (25 6% e, At the sime
tme, decreases e prsluction were
Tn:{rl'ra!g:d iTH] (_'|Hj|r s, dl'l'll':l]tg
which the mst sigibivane decreases
were reearded 0 he productiom of

MANUFACTURING PRODUCTION INDEX
Seasonally adjusted and trend-cycle (1995 =100)

[

| = Seanopally adjusated
Trewd-evele

PROCESSING INDUSTRY
Seasonally adjusted and trend-cycle (1995 = 100)

115
— Srasniid by il
e —— Treud<yele

15

PRODUCTION OF FOOD AND BEVERAGES
Seasonally adjusted and trend-cycle {1995=100)

— Sttty il nated .
80 ) Tresd-ryele

SEY XS

=

12497 -




10 Real Sector and Prices

PRODULTION OF CHEMICALS AND CHEMICAL PRODUCTS
Seasonally adjusted and trend-cycle (1995 = 100)
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Seasonally adjusted and trend-cycle (1995=100)
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cuke, petroleum products and nuclear
fuel [ 15.3%) and the producton of
ather man-metal mineral products
(-1 129

The indicator of consumpnon o
energy and fuel for propulsioo amd
technologieal purposes indicates a de-
creaserl level of consumption com-
pared 1 the lust year by BS% [ s ex-
|.|-|.'L‘1Ed iy move in the same direction
of change as the level of producnon.
As far as the stracture of consumption
of energy products {o ndustrial pro-
duction i concerned, the bighest per-
certage refors 1o water (37.09%), 1ol
lowed by natural gas (293%] and
electnical energy (157%)

The productvity of labar incre:
asedd i the last eleven months o
1997 by 107% at an annual level
Processing industry recorded 2 be-
low-average ncrease 1w the produc-
tivaly ol kabor, while ar the same time
the supply of energy products se-
corded an abave-sverage ihcrease
the productivity. Employment in -
dustry ws a whole decrrasnd by 4.7%.
The sinwctaree of employed persons in
1997 shows that H0.5% of the total
vumber emploved 10 industnal pro-
duction was employed i processing
incustries, B.6% 0 the energy supply
sector, while the rest were employed
i the sector pF muang and extrachion,

The production ol products ola-
ssified acoarding 1o end-use inrreased
in 1997 compared 1o the previeus year
i all groups, with the excepuon of
the group of intenmediary products,

Procesung sndustry  nternatin:
nal commoedity trde resuleed 1noan
aunual defict of USD 34 billon,
Lxports decreased by 4 4% ot an dn-
nual level, while at the same time the
rmpons recorded a 20.5% ncrease.

TRADE

Retul trade warmover inereased
in real terms for the fousth consecu-
uve vear, Fligh prowth rates were re-
corded in 1994 and 1995 {1 1.7% and
L4, 1%, respectively), while in 1996
growth was significantly lower (L3%),
1997 brought another aceeleration af
actviry in reta] trade, recordog un
annual increase of 13.5% With this
mierease, wrade significamdy infuenced
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developments w1 the ol cconomc
actvity in the counuy, When nter-
pretmy developments w the uwvento- INDEX OF REAL TURKOVER IN RETAIL TRADE

ries of finished products, a1 nter kimmﬂfidjuﬁbﬂ and trend-cycle (1995 = 100)

esting 1o nofe the balance of mventa-
ries compared o the previous month, 14
In December Jast year, mventones

were 3 3% |ower o real terms than in
MNovember The forecast ler January
|998, issued by the offical statstcal
dpency, estinuates the pominal i
rver a1 A4 [7 RS bower level than in
Diecember 997,

Thee tarmover m wholesale trude ——g — Heagmully adjusiod
grew at a slightly less itensive rate Treinbrve e
that the tarmeover i retail rade. Nev.
ertheless, the rate ol growth of 12.9% T
stll represents an enviable growih ; g 'g E §
tate. Turnover in the whnlesale trade *
i# expected 10 decrease nominally by
[4.3% i January 1998 comparsd o

December 1937 due-ta the tsual sea- INDEX OF REAL TURNOVER IN WHOLESALE TRADE
somal tntlisence,

Seasonally adjusted and trend-cycle (1995 = 100)
CONSTRUCTION,

TRANSPORTATION AND
TOURISM

The indicator of Ui vdlue o
contstrgction works completed o the
country durg showed high prowsh
rates dunng the war years, while the
eftective working: hodss indicator e
corded e dilterent dynamics. Ao
the cod of November 1997, the value
ol construcnon works was nominally
Q9% hgher at an annuwal level Ef
feetive working hours did nok inereass

| — Seasonally silpustod
= Trew) el

sigiilicantly wnnd 194, with & more
intensive increase recorded g (997,
wlien e vear-un-year growtly o the
lirst eleven manths of the vear
amotnted w 16.1%, The number o
\'.'l!rk.l.'r!. F}rl.'!-ﬂl!t arn Logpsiriai iy li“'."l-
wcreased by 17.7% r-1rr||:|:|rﬂ'| tis the
wame penod of the previous year,

In the area ol wansporabon,
warehiousing: aod conmumunicanons, the

EFFECTIVE WORKING HOURS IN CONSTRUCTION INDUSTRY
Seasonally adjusted and trend-cycle (995 = 100)
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wndicator of the number of passengers 140
rransparted o the fies eleven month
of 1997, indicated an annual growth
wi the amount of | 8% Transpoma-
tan of goods recorded a L4% growth,
In passenger transportabion, the ma-
jorty of activiies ok plice 0 the
domestic marksr (97050, while
the rransportation of goods, the ma-
janty of actviy referred o Juregn

1o
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TRANSPORTATION - TRANSPORTED GOODS
Seasonally adjusted and trend-cycle (1995 = 100)
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TOURISH - OVERNIGHT STAYS
Seasanally adjusted and trend-cycle (1995 = 100)
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markes (TRHT). An incrcase in the
number of passengens irmnsponted com
peired 1o Last year was recorded in rood,
raritime and air tmospor, while the
other torms of passenger trusporiation
reconded a decrease w the number ol
passengens transponted  compared 10
the previous year In the transporta-
non of geods, an ncrease was e
corded anly in rakrsad iransponaton

In 1997, L3 million touns
night-stays  were reconded, which s
413% mote than i 1996 {the nuimber
al towrsts vising Croata increased by
%) Following the 1991 decrease in
the number of taurst gight-stays
caused by the war, the newt three yeuns
saw an dncreased onumber of night-
stays. The mos fmpresave increase

cwas peoonded dn 19 Leaving out

199%, a year marked by mwo major
military actons, we can say that 1996
ancl 1997 represent the connnuation ol
a posittve e e the namiber ol tour-
st night-stave Above-averdge prowth
rates were recorded i the number of
mighr-stays by tareign ourises

The major par ol regstered
townst ight stays  referoed 1o hotel
accnmmodatinny (3679, tollowed
by campug sites (26090 and private
accommedations | 18.8%],

By pesmpruphical  mgions,  the
largest pumber ol towirist night-stays
wiere recarded by the Cownty af B
12,3 millisn), followed by the Coun-
ty ol Primone and Gursky Faorar (8]
million) and the County of Sglit and
Malmana (3.5 mallion).

PRICES

[anuary 1998 recorded the mos
significant monthly increase in prices
since Movemnber 1997, Betaill prices
grew an Junuary at the rate of 2.4%
per manth, while the cost ol living
grew by 285 compared 10 Decemnbser
st year

The wiceease 0 prices was mainky
catsedd by the inereducnen of the
value added wax on lanuacy 1, 1993,

According 1o wformaton pulb-
lishied by the State Bureay of Statis-
tics, the most sgoalicant diciease in
prices was recorded 1 foodsiutls,
wlhinde grow by 509 per month, ol
feawed by wervices, with o rate at in-
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crease of 4.3 i January 1998, The
prces ol agriculrl products fose Ly
LTR. O all the produces mentinied
i the Intormation pullished by the
Stute Bureau of Stanstcs, ouly alce-
holic aiid nan-aleoholic bcvrrapes 1e
corded & 3.3% devrease in prces.

The partions vl the vost ol living
that refers o tood mcreased by 555,
l."d"I'GITJI.In. L'll][l.irl..' ﬂ“li ](‘I!.urf e
ascdd by S.0%, hygiene and health Ly
4.7%, while senowes  increased by
34%  The anly expenees that e
carderd 4 decrease in ldnuary were
theme related w nbacco praduces dod
beverages (<L 0%, aaul these selared
te clostlses and Foorwedr (-0,.290

The elative prce of ]I.'-u!p_
quareers decreased die v the fact that
mroductuon o the value added 1ax
had a relatively lesssigniticant -
ence o these prices (e the ol
land, the relanve prices o0 roodstutts
wwreased due o the 1acr thar the -
trowdactonr ol the vilue added wax hacd
more wlluenee on the growth of pn-
cex ol foodsiutts than on the grontly
el ol preices.,

As usual, producen” prices grew
ata lower mate than retl prices, The
mereass in [rrices ol indust il prond
wels wy January amounted 1o | 8%

The increase dn grices o fanu
ATV Was rhl: nl.ﬂ"l:rrd l:l'!l'!ELIUEl“.E ”r
the lira prhasic of amroduction of the
value ailded s e the indrease o
prces e Tanuary 1998 comipared e
Jamuwary 17 amodnted w0 andy)
5.3%., and due o the facr thas rhe fol-
lowing months are expecied 1o brng
a recrease i poces, we can say ihat
1|I:t'l"l: if a F”'“‘I vhanere tha ||'|l|dl,||||;|
will be kepr ar 495 throughour RS

EMPLOYMENT AND
WAGES

A the epdd af December 1997,
regiatered  unciplovinent prewe by
6,074 prersans, reachog the level ol
287120 registered unemployed per-
sy, which s the lighest recorded
fevel ol unemplosment s far The
level ol unemployment egistered o
pear earlier was lower v 669 or
7857 pepons, 9497 also brought an
werease loomy T25% 10 339% ) the
IE'M.I'E |1F r'ltnuﬂ.'i l:nlkll‘lg frer . |||I_'I I||;|

INDICES OF RETAIL PRICES, COST OF LIVING AND PRODUCERS' PRICES
1993:10 = 100
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{prices of services relative to poods’ prices), 1992 =100
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NUMBER OF THE UNEMPLOYED

AU A

REAL AVERAGE GROSS WAGE
(onstant prices, January 1994

3400
1,20
4,100
2 8
£ 2am0
=
2400
4200
i
1,806

REAL AVERAGE NET WAGE
Constant prices, January 1994

2300
2,00

1,54

£ o

1,4t

the first time in the total number of
unemployed persons, while the share
af unemployed persons due o erm-
nation of bosiness sctivity  (which
represents one of the approximations
of structural unempleyment) decre:
ased from 11% o 9.6% ol the ol
number of unemployed,

December 1997 brought 4 de-
crease in employment by (L.2% o
2540 persous, fulling back o the
number of 1,341,736 employed peq
sons. This represents @ decrease of
6.2% or B7, 887 persons o the aninaal
level. In December, the influence ol
newly registered workers on the -
erease i the bevel ol registered unem-
ployment was stronger than the indlu.
ence of the decrease in employment
causing the ol work furce 0 m-
crease by 3333 pemons e inoreach
the number of 1,628,856 persons:
Thas 1s 70,030 persous or 6.6% less on
the annual level. Consequently, the
rate of unemployment recorded an
increase wo the level of 17.6%, com-
pared to |73% recorded w 1o the pre-
vious month or to 158% recanded 4
year earlier.

Following the stagnaton which
has beeni present since July P97, wa-
ges recorded quite a signiticant n-
crease in December. The average net
wage increased compared 10 Noven-
ber by 88 kuna, which 1s an morease
by 5.6% nomanally and 2.4% 0 real
werms. Ui the anoual level, the we-
crease amounts w345 kopa. Thes re-
presents o [7.2% nomunal mcredse ar
a 12.4% wncrease in real terms. Gross
wages recorded similar moreases. No-
rnal growth of gross wipges amoun-
ted 1o 4.6% compared to the previsus
month, 12.9% on the annual |evel,
while increases in real terms amoun.
ted to 33% (monthly) and B3% (an-
nually).

MONETARY
DEVELOPMENTS

The major haghlghts v Decem
ber 1997 wers anvigorated growth o
total ligquid pssets, conunuation ol
growth of banks' foreign Tialalities aod
further inteisive growth of tolal credis

Following the four-month suig-
pation of M4, both money supply nod
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quasi-money. ncreased e December

[by .3 billion kuna each) Thas HONEY SUPPLY
means that December ended in the

"usual” seasenal high, with banks ma 14, 0k
fvorable houadity position, sided by — Cagh (0
the repurchase ol loreign exchange by Ll (. Depassit money (1)

the Creanan Manonal Bank. I Wi

A1 the end of Decembier 1997,
the money supply reachiod the Jevel ot
3.8 Wllion buna (whch oy apprros-
mately the level recarded at the end of
Augus 1997), slightly less than the
net foretgn exchauge resenes ol the
Croatian Manonal Hank (143 bllion
kuna). Cash mereased v December
by 0.2 bllion kui, whale deposic
money Lin the entrepreneunal sector)
increased by (L6 ilhen kuna, Quan-
money ncreased exclusively oo the
basiy of e deposats of the house-
hold sectar, by 1.5 billion kuna,

In Diccember, the banks -
creased foreign halaliges Ly |3 bil-
e kund The increase i forcgn
lewng-term creelit amounted s 0.4 hil-
lweins kuna, while at the same U for-
eign shont-lerm credit Increased by
03 billion kuna rnm'urn] 1w Mo-
vember. Tn addinon, shart-rerm de-
posis by torcign banks inereased Ly
04 bllion kuena, As oppesed o three
moaths of contnued decrease of for-
rign assets, s December the banks
increased ther foreggn assels Ly 04
bilhon ki

Traal crechies to nop-goveriment
wectan grew i December by 2.2 bal-
lion kuna lie. Ly 49%) The most
sigaaficant incredse was recorded an
the item long-term credin 10 the en-

millians of kuna
P
=

reprencurial sector - |1 Lallion, while REAL H‘Dﬂﬂ .
||::l|:1g—ia:r|:u credit 1 the honsehalid Costant prices, Aprd 1994 =100
sectar Increased by 007 il kuna, 5,000

Final dlata for the end of the vear ) —_—————
provide die means tor the (st data WO ——— Moy sy
CGITPATSan an an anual level 1997 BME | ——— Fr depusita
was charctenzed by a slow-down m E 1004 Total liquid assels |

growth of monctary aggregates M1
and M4 compared 10 previous vears,
although the gromah mes of 21%
(81 and 35% (M) are soll consud-
ered hagh. Both cash (22%) amd de-
posit money (20 slowed  down
growtly ratey compared o the previ-
ous twn vears segniheantly, Cash,
which grew intesrvely 2 the begin-
ning of 1997, increasing jts share in
the money supply, stagrated 1 the

a5 0y e

I oo
15,000 |
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DOMESTIC CREDITS, M4 AND M1a
Seasonally adjusted and trend-cycle, deflated with CP1, 1992=100
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December |996) OF LOANS TO HOUSEROLDS SECTOR

J ——7 Short lepy SN Logjterm
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second half of the year. A the end uf
Drecember, cash recorled e same
fevel as 1t had reconded an the end of
Judy, 53 ballims huna Only kunas
savings recorded a significant merease
in 1997, However, their share (n the
M4 s too limle 1o have o sigmificant
ndluenve on the dynamics of devel-
opments within M4, From mud 47
onwards, forcign curtency deposis
have defitely been losing the mo-
mentum they have had singe 19935
The average monthly mie of greawth
decreased from A% o DS 10 3.7%
1996, 1o 3.0% i 1957

Ay opposed 10 monctary aggre-
gates, banks' maal credios i all do
mstie sectors with the exception o
the cemiral government, doaibled in
1997 compared to 199 they prew by
H% e 1997, campared w 20%
996" At the end of December 1997,
they amounted w 48.2 Iallion kuisa
The mom intensne growth was ro-
corded i the credit granted e the
liouseholl sector {934 compared
Drecember 1996), Even more fmen
sive growth within the sane aggre-
gate was recended Tn long term credil
tn the household seorog, which prew
by 105% compured to [ecomber 1996
< e o 46 o 23 Lillion Kus
Thuse ure Inans tor a penod aver 12
monthy, Les with the mitended  poe-
prose of purchase of durable consumer
goods and dwellings Credn 1w 1he
enteeprenedmal sectne grew e 1997
by 42%, making up wo thrds of
thee poral cred

With the sialalization ot growth
of ‘manetary aggregates, deposit mo-
necy banks huve been nereaung their
foreign ndchtedness o fisanee the
credht expanuon. This was particu-
lardy true fae the seeoud ball ol the
year. 1997 was also o coucial veus for
deceease w thie wem clams lrom the
cenmal govenmenn. [ 1997 this o
amewited W nnly 40% of ts balawe
in Diccember |99,

Activary ol the centid] bank i
relatieny 1o the depusat money. barks
was moderate theaughour Jauuary,

' The goowih e for 1996 wan madiolated as
Touw 1w 175 g onder w exclude the o)

flurnee of the b hibignns of PR which v

duved credies by 4 5 bl larm kot
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However, 0 Lo manifested iseld
though bath koo and gonogn oo
rency tnsactons. As carly as ar the
beginmung of the month, some banks
wsed lombard loans, at 0 approx-
mate level of 13 mulbon koo Tt
fevel of [nmbard ceedit 1 use did ot
chappe sygrbicanty theeughour the
meiith, et even ar the time 17 Janu-
aryt of e ternumativg of the swap
tranesact oy from T8 Decembeer, in the
value ol 224 million kuna, nor 31 the
time when the e payments of the
value added tux bevame doe o the
ceniral povernment. Moreaver, u the
total of |7 dave ot the msnth of Jany-
ary 1wl foondued Credin was s,
the average amoirnt of the credir kegn
steady ar 13 milhon kuna: In January
1999 the lombsand oredit weay used for
28 days pnoan avemge amount of 47
millinn kuna, while the average e
posit money banks g accownr bal-
dice wth the Ervatan MNatwnul
Bk aomarpted e 005 Dalfion ki,
Ly copelusion, Tanuary PSR wis

charactenzed by a vatishtory level ul

Liguidity o) the banking sectare, with

apt average pen account hatance of

depestt money banks ae 676 million
kuna, However, a decrease m banks
grn dccounts balance was reconded
crrmpared 10 the halarce ar the end ol
the Las yvear, This, wcaddwon 1o (an
expecied ) decrease of cash ol
to 1 the anweand ol wpproximately
151 baliion kana, aned aioneredse o the
legal reserve requirements for cdeposit
mwstrey baakes T 001 Lalloos huges, ve
stiltesd iy the [aovary i mease (o ge-
scrve (natcy W the amoune of 1.1 il
litg kena, aee 10V,

A the end o Drevcgleer 1997,
the dentral governiment pasd oll all oe
obliganons wowand the conral bank,
even betore therr due daie. Although
the ariwiwnt of these oblgatons was
nen very sigiaticant (Ol mmllion
kunal, the tact thar they were pad
l‘!‘il'}rf lime Was |m|.“.:||-r.l-]" A% am F||[||'
cation of the posibon ol the ceutral
govemment tetacand biscal palicy: The
government closed the year ot 1997
with a balance of net claims woward
the contral bunk reaclpog | Ll
kuiea, which s eqqual tn the amii
ot Tarergh cirrency and kuna deposies
of the central gevernment with the

CNB'S FOREIGN EXCHANGE RESERVES

BRLEL

2500

2 i

1,604

millions of USD

MONEY MULTIPLIERS

m1 =M1/M0 and m4=H4/M0

150
140
140

(NB BILLS, TREASURY BILLS OF THE MINISTRY OF FINANCE AND AND DMB

FREE RESERYES AT THE CNB

1,000

millians of kuna
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Exchange Rates and Balance of Payments

INDICES OF DAILY NOMINAL EXCHANGE RATES OF
KUNA VS. DEM AND USD, (January |, 1995 =100)

midpaint CNB rate

midpelnt CNE rate

]
14
1
1
11

A0

640

— Hith/TEM
— HHERASD

DAILY NOMINAL EXCHANGE RATE - KUNA VS, USD

Coomgtian pabional bank, I lowever, @
the end of Januwary, the LOVEIITE
was granted 3 short-rerm loan for
avercoming temporary Ubguidiy, mn
the wmount of 350 million kana The
central government used that maney
e purchase USD 608 bilhon from
the Crmlian MNuuonal Bank., These
transactons have o neiiral effecr on
the tetal activity of the central bank in
JTanuary, and to it Balome of Pay
ments. However, their ellect can be
seeft i the increase of the credin ac-
uvity toward the central bank and in
the decrease ol feregin exchange re-
serves of the Croanan Sanonal Bank

EXCHANGE RATE

The beginmng of the year
broughy another pominal appreca.
ten of the kuna o relation wothe
German k. Namely, a few days
afier the MNew year, the value of the
Crerman mark ou the exchunge rae
List of the Croatiun NMutional Bank fell
e the level of 33087 kuna lor one
German mark. Having reached the
bomam, the value ol the German
mark started grovwune. Dunng 1he Last
three weeks of January, the value of
the German mark grow 1o the level of
15219 kuna for | Cerman murk,
which s the lughest value of the Ger-
man mark recorded ance the middle
ol December.

Followtng a suinber of articles
in the daly and weekly press specu-
lating about the possible devaluation
nf the kuna, nothing signilicant hap-
pened on the loreign exchange mar-
ket The value of the kuna relinve o
the German mark has beeni wathim
expected paramerers,

Dievelopments e other foregn
currencies were determined by devel-
opments 1 the wordd foreign ox-
change markets. The value of the LS
dollar expenenced a sudden decrease
e one day due to speculations con-
nected with Amencan interial polit
cal problems. The value of the fralian
lira wnd the Brinsh pound dececased
at the same nme as the US dolkair,

The real sffectve exchange rate
dn:prn:u;m,{cd 118 l'}'?? al the rate ul'
1.73% (dcflated by rexml prices), or
2.04% tdetlated by producers prices),
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Dunng the firss seven months of last
year, the real effecuve exchange rare
depreciated an the cumulatve rae of
3.2% In the penoed from Augast until
MNovemnber, the real effective exchange
rate of the kuna appreciated ar an av-
crage of 3%, w munor part unks w
thie increase in prices in Cioatia, as well
as w the nomunal appreciation of the
kurm relative 1o the German mark,

BALANCE OF PAYMENTS

December recorded the highest
increase 10 amports on the monthly
level, in the amount of LISD 10997
million Thas growth represents the
culmination of the increase 1 am-
ports in anticipation of the introdoc-
tiom ol the value added tax. From a
monthly average of TISD 7167 mal
licwny, recninded thrnughmil: the fies |01
mouths of the vear, impars inereased
o LIS 8559 mullion in Movember,
and w the 1 0997 millivn recorded in
December. The begraning ol this vear
i expected to bring a significant de-
CITAST (Il II'I'.IFK"'E!L, i.'IJIISI:l:lI.J{‘H[ Ly |ht‘
pcrease 1 ventores, followed by
therr rewarn 1o the average monthly
balances recorded throughour 1997,
The value added tax wall abo cause a
decrease of prdes ol Croatian prod
wets abroad, hence an increase moex-
ports. I December, Croatian expors
ameunted 1w USD 3326 pulhon,
while the 1mde deticir amounted 10
USD 777.2 mulhon,

On o annual level, Croatian
exports gmounted 1o USD 43400
millian i 1997, which s 3RS Jesy
than in the same penod in 1996, Im-
ports amounted 1o LS 91325 mal-
oy, which 6 an annwal wceease of
I7.1%. The neganve balance of mer-
chandise 1rade amoumicd o USEH
4. 7810 mullion, whech s an mcrease
of LISD 1 % llion ar 46% compared
10 the precedung year.

The increase 10 the exchange
rate ol the US dollar throughout 1997
caused an underestimanion o Clrad-
man foreign wade in the US dallar
amoeunt, compared o Uie preceding
year, Expressed in kuna equivalent,
Craanan expons increased by 8.5%
1997 compared to the 1996 figure,
while unpons mreased by 3289,

INDEX OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
(IRERT -with retall prices, IRERY - with producers' prices), 1994;1=100
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MERCHANDISE EXPORTS, IMPORTS AND TRADE BALANCE

L) p—
|| =—— Exparts | ___

s

BALANCE OF PAYMENTS in millions of USD (preliminary data)

1990 Jan- Sep 1997

Lurrent accaurd 8808 - | 0864
Capital and financial account eacl. (N interiat. reserves 15811 LOAE
IMB international reserves 458 - | TR

et errors and ommiskons =L L ?47.7
Smirer U1

MERCHANDISE EXPORTS AND IMPORTS (in millians of USD)
JanDec 1990 fan-Dec 1996 Dec 1967 Dec 1996
Exparts Lo 43409 45118 2ie Al 1
Imports C.if 9125 1.087.9 1,085 1106

Balance - 47816 - 32760 -7 - 260 5
Sanprei: Bureau of Saudistics
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interest Rates

ANNUAL INTEREST RATE ON THE ZAGREB MONEY MARKET
Daily data

INTEREST RATES ON CNE BILLS [N 1996 AND 1997
Annual level, on auction days
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[MBs INTEREST RATES OM CREDITS IN KUNA
Annual level
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The results of the first plise o
the methodolopical revision o bal-
e (b paymems are pubbshed
thas s of the CNE Bulleting Plense
pay attention to the revised meth
vidological  explagations, rahles M-
L4 andd the mote an page 26,

MONEY MARKET AND
INTEREST RATES

lurensive hguidity problems,
that began ut the end of 199, also
marked the very begunmng el Janu.
arv. However, camiderig e de
vrease b1l e average daly anseres
rates teannded in the sevond Dl wl
the ot of Junuary, we cdn sl
Clabon that the stuarton has calmed
We also expect 1o sec o turther de
crease uomteres! fates at the ?...J.[.'.Il’.‘l'l
Moncy Marker, The daily pverages
ascillared  throughout  Tanuare be
vween 82 and 12,09, wath the mean
value ol daily averages on the montli-
Iy Jevel pearer the lower bodnd Chie
of the chalactenstes ol rln':lnpn'n-:nr.t.
Al the e of the provious year, an ex
temely high interest sate op call
bsurs, revpaceed the mans characrer
istic o the first 10 davs of [apmauee
1998, Heowever, the imbalance be-
tweein the level of supply and the (evel
ot demand, which was al the ol nf
the last year on the side af demandd,
divappeared at the very beginmnig ol
Janwary, Demand way 1t Dalaawe, o
even shplitly i exeess of supply, ngh
at the beginmng of the month, sir-
passing it by Gar from the mibile o
waird thic eqd ol the manth, The 1m
prrosved Ly was rellected oy e
decrease in interest rates of call b
The mterest rates om call loans oscil
Latedd an the level of 109 ar the begn
mng of the month, decreasing in 7.5%
at the end ol the month, Besite e
interest ratey ond o call Joans, anothe
pood indicator ol waproved Bouloy
wiis the level ot use of lombard cvedit.
ag well ay the Fvel af punclise ul vl
unitary tredsury bille. The uie ol
lopbund credit was more moderate s
fanuary than m Drecember af law
year, while the purchase of velupry
Lalls shoawed vamous ditferent tenden
ctes A deorcase e purchaseds ot val-
untary bulls at the beginnig ol
Ty was tollowed by o wmgaiificant



Interest Rates 21

increase toward the end ol the month.
It i_m}uj;[aut 1 ey That the
uew dynamies ul s pavments. in-
troduced with the ntreduction of
the new svalue addat rax syafcin, will
produie effeces in Februany, te only
i Febraary wall the eptecr of the
pew tux payment methodirae be
visihle an the acepunts of deposin
maney banks

Viluotury treasury balls, welding
8 0GR for 35 days, Y0% fae 9 ehavs und
JOU% roe 182 dave, vonlinue o be
preditable investments for commencal
banks, since they werve s pocd cover-
age incase o preblems with Hyaiditg
Mty of Fusme's Treasury Bills
achieved i Junuwary B 80H witerest for
42 daps, and TN N1 davs,

Commercial  bauks” lending
rates recorded different Jevelnpmenis
througlioat Devenber Cerainly the
st sinifcant, coimdenng s por-
i o kel credn, the average e
et rare an ko Joags swathede d elr-
reney chause creased by (L4 percent-
apr pornts, resclng L06% (sl
teem loate 1402%, Lo term Tiaan
F3:24% ), The average dntersst pale o)
kasana Jonans sath s curec oy clave de-
creasisd [y oa litle ower ape pemoentagpe
poms, reaching the level ol 1440%
[shometerm loans 16 92% long-term
loans [2.25%] The average interest
vate o fereapde exchange credic de
creased by approsimately dour per-
CONUIge points comparad 0 Sepieme
ber, teaching the level of [3.50%.

An wercased demand Tor comiie
atal deenomtng hiuedoy o De-
cember wre the fwn baae GBeton tiat
thanged the developotens oy other-
wine stalile averige depemil ey De-
prosit apterest rates recideld anone
[l o Tl |I| [}{'Lfrhlh’_’l n'll J.‘.El‘..igl: Ili
1Erest pale o ki dq.-uuls i remse)
by 103 percnitige poanils, e seachi-
wig the Jevel o 4353% Tl averdage
vterest tule v forelgn CUETCHCY e~
podits <hewwed o slight tnerease
(1240, reaching the level o 4.77%

Such developients m Jending
and deposn wterest paves abad nor cause
w sggnlicant change s the ineres rate
spread. Compared 1o Soewvembeo, the
snterest rare sproad wliesoa] o <hght -
crease: [ Diecernber, the spreid wacat
e bevel of D71 pereritage pronts,

DMBs' INTEREST RATES ON DEPOSITS
Annual fevel
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DIFFERENCE BETWEEN INTEREST RATES ON CREDITS IN KUNA AND
INTEREST RATES ON DEPOSITS IN KUNA
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22 State Budget

OUTTURN OF CENTRAL GOYERNMENT BUDGET

40t
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CNEB DEPOSITS IN 1997
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FINANCING OF CENTRAL BUDGET DEFICIT
{in millions of kuna)

TOTAL FIRANCING

DOMESTIC FIKAMCING

Fram monetary autharities

Fruom depout maney banks

Other domestic financing

FOREIGN FINANCING

From nternational develop. institue.

From foreign governments

Other fureign hnancing

STATE BUDGET

The balance of the annual
budger of the central govenment o
1997 shows & debweit of 116 Rillion
kues (15 of the projected gross deo-
mestic product), Thas is less than
orgurally plaaned ot the beginng of
the year, thanks mainly o better cal
levtiom ol eeveres and savings o the
sde al expendnures.

The aﬂlluﬂl “uml“ll increase i
revenues. amounted 1o F9%, while
the micrease i expendicuies anwain
ted 1 11 1%, The major sonrce of
FEEVENLCS Was LIXCs, in J)ﬂﬂlfulat lh{'
sales 1ax on poods and services
(E.3%), excise taxes (1719, formgn
trache taxes (14.9%), and come tax
(1315, Cument expenditores made
up BEIR of total expendiures, while
the rest were capual expenses, The
IMEOT  peart ol current fl'ﬂ:”rhl'-”ﬁ
referred 1o wages aml benelhi pay-
ments by employers (37 3%} aied the
purchase of gands and services
(31.2%), followed by subsidics and
current trnalen (25.69),

The budget approved fop 993
amuouits to 39 | billion Kuipae 3700
hillion kuna will be collected in the
form ol revenues amd subsidies, wiide
the deficit s projected a0 2.0 billien
kuna. According 1o the 1998 budges,
reventues sliould o rease nominally
by 3 7%. which achudes the anue-
pated economic growth and the rare
of intanon. Inoax revenues there s
hardly any increase, non-tax revenues
show muld wrowetli we eeal teros, wlnle
the capntal pevenues should wcease
tourald compared 1o the preceding
year. Revetiwes from the valoe added
tax prejeced un the 1998 budger cor-
respond 1o revenues from e sales tax
froam the prevednag yeur

Expenditires  die expected o
grow ar oan anoial level of 115%
Above average increases are projecred
l.l:lr '.-Hl:'.l".'“dil"rr-'l ol thigrosl rales
(48.1%) aud capital expoudituzes
(14.0%), while below average in
credsed dre expected i experodinires
 cornection with the purchase of
poods and seniaces, as well as those in
connection with subsidies and curren
Lrarslers,



