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INFORMATION ON ECONOMIC TRENDS
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INDUSTRY
MANUFACTURING PRODUCTION INDEX

The wpward trend in indusirial Seasonally adjusted and trend-cycle {1995 = 100)
production continued in January.
Compared to January 1997, produe- 1240
uon recorded a 1.1 percent incréase, —— Seasonally adjusted
This growth was accomplished thanks 1% —— Trendyele
1o 3.3 percent growth in power-
generation, and a 1.4 percent increase
in the processing industey, Produe-
non 1n the minng industry was lower
than in January last year. Conse-
quently, total growth 1n induseral
production attaned in January was
lower than the frst two gures.

It is important to remember that
industnal producnon grew ar a sub-
stanual 6.8 annual re in [997.

At the beginning of the year, the
weighis of each sector were changed
in accordance with ther shares PROCESSING INDUSTRY
gross domestic product w1997, The Seasonally adjusted and trend-cycle (1995 =100)
previous wesghts referred (o 1995, As

a result of the introduction of new 115

weighis, the share of processing in- — Seasonally adjusted
dusery in ol industnal production 1Y e

decreased by wwa percentage points,

while at the same nme the share of 1

the supply af electrical energy, gas
and water mcreased by two percent.
The share of mining and extraction
remained anchanged. In the absence
of official data on Gross Domestic
Product for 1997, the caldulation of
the new structure of sectors was based
aft the Annual Statistical Repost for
1996 issued by the Payments Instinure
and the Annual Repart by [ndusiries
tor the same year The struciire of

sectors was additionally corrected by PRODUCTION OF FOOD AND BEVERAGES

means of the index of physical Seasonally adjusted and trend-cycle (1995 =100)
volume of industnal preduction
[ear 1997, 120

Considering the final desuna- 116

von o use of production, the share of
capital goods and dumble consumer
goods increased at the expense of
non-durable consumer goods  and
miermediare products,

Companng data on induseral
preducnon in the last three months
{Movember 1997 to January 1998)
with data on the three months before
that, laking o consideration only
the trend-component, gives an -
crease of 09 percent. Compared 1o
the same period last year (i, wath
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Movemnber 1996 1o January 1997), the

PRODUCTION OF CHEMICALS AND CHEMICAL PRODUCTS level of industnal production has jn-
Seasonally adjusted and trend-cycle (1995=100) ereasod by 22 percent.

Developments in a single month

140 cannat sipnificantdy change the gen-

- y S eral impression panicular branches of

—— Semsmully wdjusted production  have made  throughou

120 = S e 1957, The branches with the highest

110 growth rates were the production of

motor vehicles, publishing and print-

1o - : : K ' ing industry, production of furniture,

o | L. 1] metal industry, te. The most signifi-

cant decrease was recorded in the

B prEre ST e i production of coke and  petrolewm

20 products, production of other non-

mietal mineral products, production of
twbacea, prodoction of fod and bey-
cruges el

The branches reconding the most

significant exports i 1997 were pro-
ELECTRICITY, GAS, STEAM AND HOT WATER SUPPLY duction of cothing, finishing and

Seasonally adjusted and trend-cycle (1¥95=100) dhyiog of fur, production of chemicals
and chemical products, production of
food wnd beverages and production of
coke and petroledm products. The
exports recorded by the four branches
above amounted o over 10 percent of
estimated gross domestic product in
1957, while the expors of cach indi-
vidual branch amounted to over 2
percent of esthimated gross domestic
product.

Looking now at value of im
ports, five branches of industey had
an unport share i excess ol o per
cent each i gross domestic product
The largest imports were reconded in
the production of machines and

_..._.— Seazonally adpusded | L0 L
—— Tread-evele

equipment, followed by the produc-
INDEX, OF PRODUCTION YOLUME IN INDUSTRY BY MAIN INDUSTRIAL GROLIPS Wk O€ ionE VeERICIGE, PRI o
Trend-cycle (1995 = 100) chemicals and chemical produocs,
production ol lood and beverages,
and the metal industry

The productivity of labor i in-
dustey in 1957 increased by 119 per-
cent compared o the previous year.
The index of consumption ol energy
and fuel for propulsien and techno-
e logical purposes mdicates an B3 per-
——— Luwrrncd.lategmds| S | cent decrease in consumption au die

Lupitnd gt i annual level. The mapr parn ol en-

Lt mer goemds EFEY COnSummpnon teferred 10 water
and steam (379, natural gas (29%),
and electrical energy (16%], wath
smaller tharea recorded i other en

ergy products,
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TRADE
[HDEX OF REAL TURNOVER IN RETAIL TRADE

Due 1o seasonal effects, tunover Seasanally adjusted and trend-cycle {1995 = 100)
in the retal trade 1o [anuary recorded
a 20 percent decrease relanve o De- 1350
cember (in real terms), but a 169 1n-
erease compared to the same month
last year, We should mentinn here
that annual real growth in the retaal
turnover i 1997 amounied 1o 138
percent. The rend compopem has
been connnuously growing. January
was alsa the last month 10 which the s e —— Sonmnially sdjustid
turnover was calculated based on the —— Trend-cycle
exisung sample of raders. Formation
of 0 new sample is in preparation, as
well @y a new model of tmekang de-
velopments in teade, based on the
Eurostan methodology. I s expected
that the new data will give a more real

view of developments in that par- | \NDEX OF REAL TURNOVER IN WHOLESALE TRADE
ticular activity. The results obtaned Seasonally adjusted and trend-cycle {1995 = 100)

using the new methodalngy will not
be consisient with the exisung senes
of the value of the umover. The rep-
reaentative sample is of questivnable
value in the curremt methodalogy,
while daia on the temporary monthly
and the finul annual reporting ditler
asgruficantly.

1A

Turnover in whalésale trade re-
corded in January a year-on-year 4 wium U, Sensoaally adjuisted | <~ -
mionthly growth mie of %0 pereent, A i i) — Tmﬂf}!‘ir
and anannual growth rate for 1997 of
129 percent. - - .

Both reranl wade and wholesale 8 B
trade are having 3 muluude of sen- =
s probdems due to payments ameans
submitted 1o the Payments [nsonute
fiar settlement,

EFFECTIVE WORKING HOURS IN CONSTRUCTION INDUSTRY

CONSTRUCTION, Seasonally adjusted and trend-cycle (1995 = 100)
TRANSPORTATION AND 14
TOURISM
[0 — Scusoually odpusted |
Construcnian ACTIVITY Was very — Tremd-ryele

hively throughout 1997, although
slightly less su at body beginning and
the end of the year, duc 1o seasonal
facton. The physical indicators of ef
fective working houn executed and
the number o workers present on
construcnon sued, showed ugnificam
growth rates of 16.9 percent and 17.8
percent, respectively, The value of
comstmicton works executed was es:
pecially haph m December, increasing

140

L
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TRANSPORTATION - TRANSPORTED GOODS
Seasonally adjusted and rrend-cycle (1995 = 100)

* | —— Erazonally adjustisl
—— Tremdeyele

TOURISM - OVERNIGHT STAYS
Seasonally adjusted and trend-cycle (1995 = 100)

294

—— Resomully adjustil
'!m PPty
~—— Trentd-tycle

140

HMONTHLY RATES OF CHANGE (%) OF RETAIL PRICES, PRODUCERS'
PRICES AND COST OF LIVING

24

— Hetudl pricas
Cowat ol Living.
=== Prodocers’ prices

| AN I | 1
£ 5 8 F kG

nomunally by 39,6 percent. There 15 2
very low level of reporting discipline
in consurueiat companies in general,
However, the data an the value of
ronstction works executed 15 espe-
cially unreliable and ofien confused
with the collected value, The beyin-
ning of this year also means the be-
ginning of the new statistical methods
for following canstruction activity,
methods which are in line with Eu-
rostat imethodology.

The index of physical volume of
transpartation, warchousing and
commumications for the preceding
year is not available ot this ume. Al-
temanve andicators indicate a very
mild increase in passengers and goods
transported i all modes of transpor-
tanon, while subsidmary pperations
(ransshipment of goods, postal and
telccommunication services) neconded
avery strong growth,

Tourist activity significantly in-
creased in 1997, At the same time, the
vaterng indusory achieved satisfactory
results. Data on catenng wrnover for
the fiest three quarters of 1997 indi-
cate a posnible year-on-year increase
of 23 percent. Turnover comprises the
value of calenng services provided
(service of lood and beverages, ac-
commadanon and other services of-
Tereel along with basic catering serv.
ices). In the above mentioned penod,
the catering industry recorded a 19
percent inerease in the number of
euploved on the annual level. The
number of operating units at the end
of the third quaner matched the
rumber recorded in 1996, The lead-
my grographical areas by datering
wmnover are the County of Tstna fisl-
lowed by the Caunty of Pamone and
Gorskt Kowar, the City ol Zagreb and
the County of Splitand Dalmana,

PRICES

Following the intense retail
price nise 0 January; retail prices
calmed down in February. The intso-
duetion of the value added 1ax had 4
one-time effect on rewail prices
Taismery. Retml prices grew in Febing -
ary by {4 percent. which is signifi-
cantly lower than the lanuary wcrease
ol 24 percent. The poces of services
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grew, as usual, faster than the prces
of gonds. This tias been the. case Jor INDICES OF RETAIL PRICES, COST OF LIVING AND PRODUCERS' PRICES
the Jast three years, In February, the 1993:10=100

prices ol services prew by (19 percent, :
while the prices of goods grew by anly T
0.2 percent. Among the poces of van- S i
ous poads, pnees of agneulmural pro- 120 e E-:ﬁ.:iilllm;
ducts excluding seasonal products re- —— Proiosed riees| ™™
corded the most sspaificant growth | fe—————
February (6.2%). The pnces of agn- g
cultural products including seasonal
products increased by 3.2 percent
Noti-seasonal foodstuths prices grew
by G5 percent v Felruary, while
foeadstufls, including seasonal prod-
ucts, grew by only 03 percent. The
prices of industral foodstufls decreased
by 04 percent in February. This was
also the case with aleoholic and non-
alcoholic beverages, whach recorded a

11} percent decrease m prces.
pe

The cost of Lving increased by RELATIE PRICE INDEX FOR NON-TRADABLE GOODS

-
L -

-
LT LY oot o AR

7 percent m February. Serices ex- (prices of services relative to goods' prices), 1992= (00
penses recorded a 08 percent an-

crease, while goods expenses grew ar 164

the rate of (b6 percent. Expenses in 140

mnerton witlh educaton, culture

and leisure increased in Febrnipry by a 1

hig]l 12 percent, accommodanon 120

grew by 0.3 percent, and nutrtion
grew by 08 percent. Expenses on to-
bacoo peoducts and beverages, and for
hygiene and health remaned un-
changed in February compared 1o
January.

Prices of industnal products de-
ereased for the second consccuuve
month, Following the 0.8 percent de-
creise 10 producers” prices i January,
February brought yet ancther de-
erease, an the rate of L] percent, The INTHCES OF RELATIVE PRICES OF FOOD AND HOLSING
most significant decrease was  re- January 1992=100
corded moenergy products, The price
of energy products has fallen by 346
percent sinee the beginmmg af the
year, This decrease was in major par
catsed by the decrcase tn the price of
petrolewm prowducts,

EMPLOYMENT AND
WAGES

Dunng the month of January,
regisicred  upemployment grew by ' T
40694 thus reaching the hyghest Jevel ! E B
ever - 259 L K14 pesons, Cnm;mtd (=
lanuary of last year, unemployment
incredsed by 16,722 o 6] premcent
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NUMBER OF THE UNEMPLOYED
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The level of employmem has been
continually decreasing for the last six
months, Fullowmg the decrease m
Jannary of 6,7%4 perons, it reached
the level ol 1,334,942, which s 89 416
or 6.3 percent less than Janvary 1997,
The wial work force decreased in
lanuary by 2,100 persons, while in the
last owelve months i has decreased by
7268 persons or 43 percent. The
level of unemployment reached a
hastane hagh afl 17,9 percent, follow-
ing the 17.6 percent recorded in De-
cember and the 162 percent reconded
in lanuary of last year,

The findings of the periodic
yuestionnaire on the work force for
the month of June 1997 show differ
ent dara. Acconding 10 the quesnon-
naire, there were 1,593,000 employved
and 173,000 unemployed pemsons, Le.
the total work force amoonted 1o
I 768,000 according 1o the queston-
naire, while the unemployment rate
amuunted o 99 percent (vompared
tothe 163 percent recorded by official
stanisnics for the same manth). The
differences anse from different meth-
odulopies, esch of which lias conumn
shortcomings

The average net wage paud in
January recorded a nominal nercass
of 19 kung or 08 pereemt, while in
redl terms it decreased by 2 percear.
Compared 1w January last vear, the
nominal ancrease in the net wage
amounted o 327 kuna or 14.8 per
cent, while the real growth amounied
1o 7.8 percent. Gross wages increased
m January by 26 kuna or .7 percent,
whuch represents a decrease in real
teems, at the rate of 22 percent.
Compared 1o January aof last year,
gross wages increased by 347 ko or
16 percent pomunally, whle the -
create in real terms amounted o9
perechil.

MONETARY DEVELOP-
MENTS

The month ot Janeary was
charactenzed by - shightly milder than
i the. previous months dar sell g
mificant - wncrease in iatal credits, fror-
ther decredse o the net foreym aosets of
eoitmercra! banks and contnumng tag-
watians of tatal figud doees
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The money supply decreased by

1 bullioes kuna compared to the end ol MONEY SUPRLY

December by reaching 127 billion,

the same as around the middle of las 14,000

year, Currency in circulation  de- f— caibi)

maney decreased by 0.8 hilbon com- 10600 H === M1

parcd 1o December fgures, Demancd ! - = e
for money has been almost stagnant 8000 b T e
since the muddle of [ast vear, i, it has ®

been growing in proportion with the
inerease 10 ineome and production.
In major part, maney demand is de-
termined by the dynamucs of currency
i erreulation, Following a period af
mpid growth at the beginning of
1957, the growth of cumrency in ar
culation cdlmed down around the
middle of the vear, corresponding
smilar developments in net wages
paid Ou the side of the supply of
money, the Croatian National Bank
did not intervene on the formgn ex-
change market after August of last
year until the repurchase in Diecem-
ber, The lanuary decrease in M1 was
all the more ugnificant w companson
tur the seasonally mereased December.
seasonally adjusted data andicate a
more mild decrease of M1 in January.

Looking at the secioml struc-
ture, the January decrease in deposit
money was exclusnely the resule of
decrzase in deposit money in the en-
lerprise sector. [deposit money 0
other sectors remained 3 the lovels
recarded at the end of December
1997, although it is quite obvious
that the decrease in the level of gim
accous was caused by the lrst pay-

MONEY SUPPLY - STRUCTURE BY SECTORS

—

EEgsRsE=2eESE

=

ment of the value added wax, it is REAL HONEY

warth nenng that giro accounts de- Costant prices, April 1994

creased by 0.6 mullion kuna o Janu- 25,000

ary 1997 compared 1o the end of Dre-

cember 1996, 40,000 "E— Maney supply
Forewgn currency deposis in- 86,000 |1 —— FAC deposit

creaserd by 1.2 tullian kuna in fanu- o 000 |- ====s Total lguid sasels

ary, amountng 1o 323 lullion kuna
an 3 January, Such a significant in-
crease n loreign currency  deposits
compared o the preceding months
was caused] by the unfreezang of pan
of the principal amuount of the “old”
savings deposns and the interest gn-
tey, It also reflecs the seasonal char-
scter of the mflow of cash vransfers.
The January increase mn forcign cur-
rency deposrts has been the tame m
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RATIO OF COMMERCIAL BANKS' FOREIGN ASSETS TO F/C DEPOSITS
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absaluie amount in the last theee
Years,

Met foreign assets of the bapking
system amounied 10 13.5 illien kuna
ar the end of January, This represents
a 13 billion kuna decrease in the
banking system’s net foreign assets
compared o December 1997, 0.5 bil-
lion refers to the decrease i the net
forcigy assets ol the Croatan Na-
tional Hank, whale 08 bullion kuna
represents a decrease n the net for-
vign assets of deposit money banks.
Out ol this amount, 4 bilhon kund
represents a decrease in foreign assets,
and 0.4 billion kunas refers W oan m-
crease 0 foreign aodebredness, 0.3
bilbon kuna cut of the eral nerease
in commerrial banks' foreign indebr-
edness refers to the moresse 1 short-
term credit received  from foresgn
banks, The decrease of assets by 0.4
bullson kuna was the resuli of the de-
crease in loreign currency cash, for
Eign CUFrCNCY CUMment accolmnts ard
shor-term time depusins, as well as
the tnerease in toreign currency sight
deposits,

Banks” wotal ceedits grew in
January gt a slower pace than dunng
1997, The 0.7 billion kuna (1.5%) m-
crease o January was  distobated
among sectors as follows: 123 billion
tor the househiold sector, U2 ballion
the entreprencunal sector i the form
of credit, (.2 billion kuna refers to the
growth of investment in secunties,
while the halance refers 1o 1ol credais
i other seciors. Scasonal facton in
January decresse the growth of wotal
credhts (i the last couple of vears, the
growth af watal credis in January
amouwnted w0 approximately (1.5 bil-
lion). Therelor, it remains w be seei
to what depeee the above developments
represent a turing peint wwand more
moderate growth of total credits, and to
what degree it is merely 2 oormal, sea-
sonally quiet January,

A mild decrease in banks' clams
pn the central goverpment e the
amount ol 77 million kuna resulied
from changes in the structure ol
clarms which eccurred 10 January.
Claims [rom “ald savings”™ bunds de
creased by (.36 billion kuna. &1 the
end ol January, they amounted to 6.3
billicies kuna. Other et cloims ou the
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central governmenl increased by (.28
billion kuna.

The activity of the central bank
has been very moderste throughouwt
February. It manifested nself aolely
through granting of credit to com-
mercial banks. The balance of credht
e the central government rermained
ar last mooth's level of 380 million
kuna In additon, there were go for-
cign exchanpe vansacnons reconded
in February.

During the finst week of Febru-
ary, cemain banks used Jlombard cred-
s of around 13 mulbon kupa: To-
wards the middle of the month,
bambard credits were actvaterd again
at the level af approximately 16 mil-
hon kuna. Lombard credit was used
in for a-wtal of 15 days in Febmary
funtil 24 Februdry), with an sverage
amount of 9.8 million kuna, In Feb-
ruary 1997, lombard credit was used
24 days (e, every day) 1o the average
amount of 3 million kuia. For the
sake of CERET PRAT1 5430 anly - El}ﬂildﬂrl]lg
foldings of CNE balls and " reasury
Bills of the Mimstry of Finance,
banks conld in one day daw roughly
0.3 ballion kuna in lombard credic

Like January, February 1958
was also charactenzed by a sinsfac-
tery level of Hquidiey of the banking
sector, with the average gim sccount
balance of deposit meney hanks at
668 million kuna. This & very sumalar
w the average level of commercial
banks' giro sccounts i Japuary this
vear. The second momh af the applic
cation of the value added 1ax, in
which (according o the theary), the
stockpiles of goods have been elumu-
nated and many compames  paid
VAT for the first tme, sull had no
impact on the level of banks' gmiro ac-
counts. The average level of banks’
giri aceount recorded i Febnaary last
year gmod fited 10 4564 muallion kuna.

Tenal treasury bills of the Croa-
nan Mauenal Bank amounted o 1,124
million kuna a1 the end of Febnary.
S48 million kuna of the total amount
of CNE bills in Febroary refermd 1o
commercial banks, which is nvore than
at the end of January.

Banks' legal reserve requice-
ments remained at the level from the
end of January (3.9 llion kuna)

CNB'S FOREIGN EXCHANGE RESERVES

3,000

millions of USD

MONEY MULTIPLIERS
m1=M1,/M0 and md = M4/M0
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INDICES OF DAILY NOMINAL EXCHANGE RATES OF
KUNA YS. DEM AND USD, (January |, 1995=100}
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Therelare, the reserve money stag-
nated at the level of 10.0 billion kuna,
attained at the end of JTanuary,

EXCHANGE RATE

The exchange mite of the kuna
remained  stable throughout Febr-
ary, moving between 3.51 and 3.512
kona per German mark. The depre-
crabion of the kuna i February was a
result of higher-than-expected liquidiy
an the money marker, After the intro-
duction of the VAT, the market ex-
pected a low supply of kuna, 11ow.
ever, these expectations were not re-
alized. Consequently, the kuna re-
corded a mild depreciatuon e both
lanuary and February Compared w
the lowest exchange rate in relanon w
the German mark this year, the kuna
depreciated by 042 percent (from
35087 kuna to 1.3236 kuna for one
German mark). The value of the
Ametican dollar fell shightly on world
misrkets in Februsry, and this had an
indirect impact on the kuna through
the German mark. Consequently, the
kuna appreciated against the dollar by
1.7 pereent in January,

The intoduction of the value
added 1ax had an enormous impaci
on the real effective exchange mie off
the kuna. Suwice the index of retul
prices in January mereased by 24
percent, the value of the deflator de-
creased {(due o the fact that, in Croa-
ta, prices are w the denomunator of
the deflator), This, aided by the Janu-
ary naminal apprecaation of the kuna,
caused the appreciguon of the yeal
effective exchange rate. The real of-
fective cxchange mte (deflated by re-
tail prices) appreciated in January at
the rate of 1.76 percent compared w
the end of 1997 The index of the real
eflective exchange rare ol the kuna
[detlated by the producers’ prices)
depreciated, due o the faer that prices
of wwiustnal products decreased 1n
January by (.8 percent Therefore, the
index of the effective exchange rate of
the kuna deflated by the producers’
prices depreciated in January by 131
percent. The graph clearly shows the
divergence of the real efective ex
change rate deflated by reail prices
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and the real effecuve exchange rate
defloted by the producers” prices.

BALANCE OF PAYMENTS

The find phase of the methodo-
logical revicion of the balance of pay-
ments of the Rq.‘iulﬂlc ol Croatia was
finished in February, This revision was
earried ot i order (o decrease the net
errors dnd omssiond in the balance of
payiments, and 10 bang o o accond
with the metdusdology used by the In-
wemanonal Monetary Fuml.

The daa arquired by the mcans
of the pew methodolagy include sig-
nificantly less erom, and indicate 4
much better situation. For instance,
the deficit al the curment account of
the balance ol payments far the fiest
mine months of 1997 amounted w
Ush 0864 million. The negaiive
items were the merchandise trade
{amountng to USD -3 3702 mullon)
and income {in the ampuni of USD
A6 mullon). The posiove items
were nel carmngs from senices. (i
the ampunt of USD | 7861 million)
and net cumrent Aranslers {in the
amaunt o USIDA22.3 mallion).

The fnancial aeeount of e
balunce of payments amouneed W
USD 1 0125 moithow in the first nine
months of 1997, Direct jovestment
gmounted o USD 2504 mullion,
while portfubio nvestment amounied
e USEY 68 0 aullion. tiher invest:
mens amounted 1o USED 6937 mil-
hon. Out of dus teregn assets de-
creased by USDE 2874 mullon,
major part due t the norease in
banks' deposus abroad caused by an
micrease in forelgn curmency savings,

Lialnlitis increased by USD
9L multion, oot of wiich USD Ba0L8
represents increases 0 doreign crodit
The largest debtor was the centml gov-
ernmient, with debt amounting w0
TSI 9307 mullion. The miermational
reserves of the Croatian National Bank
ineremsed by WSO 1738 mullion. Net
errons and miosions amounted 1o
LS 247.7 mullion

As expected, impons were ul-
must halved i January compared o
December, amountug o US0 606.5
million. At the same 1ime, exporfs
amounted to USD 3447 mudlione (in

INDEX OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
(TRER 1 -with retail prices, IRER2 - with producers' prices), 1994:1=100

14
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MERCHANDISE EXPORTS (f.o.b.), IMPORTS {c.i.f) AND TRADE BALANCE
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BALANCE OF PAYMENTS in millions of USD {preliminary data)

Jan-Sept 1997 fan- Dec. (996
Lirrent account « L US64 -HE0.8

Gapital and finandial sccount enel, (N8 wternat possrves  LOLZS 14642
CNB internationsl peserye - 1738 -4I188
et errory and ommisions -Hid 4

MERCHANDISE EXPORTS AND IMPORTS (in millions of USD)
Jan, 1958 Jan 1997
Exports Loh. 4.7 Ltk
Imports et d, . & B52.5
Balance -261.8 - Hi8.7
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20 Interest Rates

ANNUAL INTEREST RATE ON THE ZAGREB MONEY MARKET

INTEREST RATES ON CNB BILLS
Annual level, on auction days
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the side of the imports, investment
goods increased their share i total
impaons o 8.0 percent. Intermedate
goods accounted. for 460 percent,
while the consumer goods aceounted
for 23.7 percent.

MONEY MARKET AND IN-
TEREST RATES

There were no signaficant devel-
opments in the average daily interest
rates on the Zagreh Money Market
The daly averages oscillared through-
out February berween B2 and 120
percent (just like in January), with the
mean value of daily averages on the
manthly level nearer the lower bound,
Interest rates on- callable loans con-
tnued ther downward trend at a sig-
nificamtly lower mte than in January.
The interest rates an callable loans
amounted to 7 percent st the end of
February, which represents s decrease
by (L5 percentage points compared o
the beginning of the momth (it should
be noted here that the decrease in
January wmounted to 15 percentage
pointsh. This is undoubtedly due to
the imbalance in the daily develop-
ments in supply and demand for
money, but also 1o the approaching to
the Jowest value so far (lower level) of
6 percent, registered 1n November last
year, 1t should be stressed that there
were no significant disturbances 1n
February, although money demand
occasionally exceeded supply,

An addidonal proof af fairly
good liquidity 15 the very low level of
use of secondary sources of ligudity,
as well as an increased level of pur-
chase of voluntary CNE Bills, The
uncertainty which was present in
connection with the introduction and
payment of the value added tax also
failed to disturb the relanon between
the supply and the demand for
maoney. 1 s igresting o mention
that interest rates on both CNB Bills
and Treasury Bills of the Mimstry of
Finance have been increusing, while
ar the same time interest mics on the
Zagreh Money Marker have been
shightly decreasing. The monetary
authorities’ desire to sterilize excess of
liquid assews obwicusly had 4 dhar-
term inmpact on the growth of interest
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mtes on CNB hills. A more substan-
tial yield from assets vested in CNB
Bills crested certain expectations re-
garding higher vield fram Treasury
Bills af the Manistry of Finaoce,
which explains a muld wicrease i in-
terest mres an Treasury Hills,

CNB Bills, vielding 848 percent
for 35 days, 950 percent for 91 davs
and 10.00 percent for 182 days, cun-
tinue o be profitable invesiments for
commercial banks, since they serve as
good coverage e case ol problems
with haquudity. Treasury Bills of the
Minsiry of Finance achieved m Feb-
ruary 890 percent interest for 42 days,
950 percent for 91 days and 1040
percent for 182 days.

Commercial banks' lending ra-
tes recorded an upwand trend in Janu-
ary. Mot significant, considering s
portion in the wial credin, the average
micrest mte on kuna leans witheut
the curmency clause increased by 0.6
percentage poiats, reachug the level
of 1468 percent {shon-term Joans
14.6%%, long-term loans 14.40% ). The
average miterest e on kuna loans
with the currency cluuse increased by
almost = full pereentage  ponnt,
reaching the level of 1537 percen
{shart-teenn loaps 17.19%, long-term
leans 2800, The average interest
rate on loregn exchange credit in-
ercased by approximately 1.5 percent-
age poinls compared o Diecember,
reaching thr level of 16,05 percent

Deposin interest rates alse -
creased in January, The average -
terest rate on kuna depusits increased
by 03 percentage points, reaching the
level of 4.67 pereent (ciused by the
crease n indercst rates on Ume de-
poss), The average anterest rle an
foreign currency deposis showed a
sightly more mnensive inerease ({04
percentage pomnia), reaching 5.13 per.
cent. It should be poted that tas -
crease was also caused in the fist
place by an increase uhinterest mies
oy Himee deposits)

The growth ol bedh lending and
I.'j!!pﬂ::l'l. ilees] rales l'.-'lLIlff[ Elminin iy b
of the interest rate spread, which
means that the growth of lending 1n-
tereal rates was more significant than
the growth of deposit interear rates.
The interest mie spread showed a
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22 State Budget

OUTTURN OF CENTRAL GOVERNMENT BUDGET
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CENTRAL GOVERMMENT DEPOSITS AT THE CNB AND BANKS' GIRD ACCOUNTS
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FINANCING OF CENTRAL BUDGET DEFICIT
{in millions of kuna)

Jan. 1998 1998 Budget
TOTAL FINANCIRG ‘ 2011

DOHESTIC FIANCING 2 350

From manetary authories i B8

From depasit maney banks -1 521

Other domestic financing e 1

FOREIGN FINARCING j 4361

From intermational develop, institut. i L7567

From fureign povernments - e

Othier foreign financing 3,106

shght mercae compared o Decem-
ber. In Tanuary, the spread was ar the
level af 10L04 percentage points

GOVERNMENT BUDGET

The fiest monh al the current
vear exceed the corresponding month
af the previous year botly by the siee
of tevenues and by the size nf expen-
ditures, The year-on-yeat montlily no-
triual frcroase i EVENUEs Amounts
to 41.5 percent, while the increase in
expenditures amounts o 118 pereent.
One twelfth of the revenues was col-
lected in Tanuary, which is relatively
good for the first month, considering
the fact thar January 1 a4 seasonally
*weak”™ month. The total balance for
the first month of the vear i positive,
and amouns 1o 33 millap kuna.

Very high posinve year-on-year
monthly mtes were attaned in all tax
items,

Accarding to the annual budget
for the currens year passed by Paria-
ment, ngher amounts are planned for
all tax categories comparsd 1o the
1957 budges.

The data lor January soll show
the sales tx, This onginates from it
applcation 1o inventoties i retail
trade generated ar the end of the pre-
ceding year. High revenues recorded
in January corespond o moreased
eports of goods recorded at the end
of 1997, The value generaed by this
particular tax will decrease and dis-
appear in the comimg months.

MNon-tax revenues also increased
compared 1o January last year. An es-
pectally significant incroase was re-
corded in capital revenues [133.8%)
The 1998 budger planned a fiveiold
merease incapital revenues compared
1o the preceding year,

Al forms of expenditures ex-
ceeded the fgures recorded in Janu-
ary fast vear. The most sigmificant -
crease was recorded i expenditures
for ierest payments (3R} and poe-
chase of poods and services (32 ). [n
1998, the government will have a rale
al an veston. Capial expenditures
should increase by 14 percent nomi-
mally. Monthly yeur-on-year growth
of 14 percent was already achieved in
the first manth af the year,



