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INFORMATION ON ECONOMIC TRENDS
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INDUSTRY -
MANUFACTURING PRODUCTION INDEX
The growth mite of industral Seasonally adjusted and trend-cycle ([995 =100)

production has gradually increased

during this year. At the end of (c- LA

tober, cumulanve annual growth [— ;'ramma.llg.'mtjmu'd
reached ity highest level, 5.4 per- 1 i — Trend-ryelhe

cent, Yery high prowth rames were '

recortded i the second {6.7%) and 1
third quarters [6.3%). The hivor-
able growth of industnial activiry
was an part the result of the growih
of total cconomic activity, which at
the end of seprember had an an-
nual growth mte of 5.2 percent In

the third quarter, gross domestc
product grew ar a 7.1 percent rate,
The trend growth rate of industrial

producton las  continually  in-
creased over the las rwo years it is
4.6 percent higher than w Decem
ber of last year. The largest con-

HANUFACTURING 1
Seasonally adjusted and trend-cycle {1995 = 100}

inbutars o growth of industeal 1
production were supply of electric
ity, natural gas and water, which 105
had an annual growth rate of 24.3 H
percent, along with processing in- 160
dustry, which grew by 2.4 percent, 1
A number of hranches experienced %
rapid interyearly  prowth raes in " e Talh H.lljllt-1l'I]"
Oetober and the graph shows that : . Trendeyls 1
the rrepular and seasanal compo- i
nent is still frequently important, e v R T BT .

The recent part of 1997 has 2 2 LI EBEEEETEEEEE &

been charactenzed by a high level
of domesuc demand for consumer
goods and investment goods This
can be seen i the growth of im-
ports and in the increase in domes-
ue producton ol these gronps of

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

produces. bpons ol consumer 120
goods are up by 404 percent and 1A
imports of capital poods by 469 11
percent in kuna terms. Domesic 1t
producuon of non-durable con- H 'II
sumer guids 15 113 percent preater a5
and of capital poods |1 percent %0
greater. A laok ar exports by prod- '+
sh — sl il pusted
uet groups shows thar export de- N el
mand has fallen lor cagutal goods '?U : i
vnly, while export  demand  dor Ih; Y O O o ]
other product groups has nsen. CIF 23 EIBLLEREEEEEEEE

special interest are orders for the
products of  processing  industry,
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PRODUCTION OF CHEMICALS AND CHEMICAL PRODUCTS
Seasonally adjusted and trend-cycle (1995=100)

120
115
114
L1E
Tiklh

—— Seasonally adjusied |}
Treab=yele

FEEY

' ELECTRICITY, GAS, STEAM AND HOT WATER SUPPLY
Seasonally adjusted and trend-cycle {1995 = 100)

_ Seasnnally adjustid
e Trend-cycle -

INDEX OF PRODUCTION YOLUME IN INDUSTRY BY MAIN INDUSTRIAL
| GROUPINGS, 1995.= 100, trend-cikius

ot

| e [ptermedlinte poods

— Uapitn] goads
rerevees Uingatimar Ponsls

enid af Oktnber. In the same penod,
wwventones decreased by (L7 percent
in real terms. A higher annual
growth rate of trade revenue s ex

pected, sinee it is known that it
grows rapidly in this penod. This
indicator, based on a sample of the
wrnover of the largest retalers,
an estimate of changes in the whuole
retail sector. Ir dx ditterent than
trends in trade as o whole (whole-
sale and rewail trade, maotar vehle
and motarcycle repairs aml goods
tor persanal hame usel. The growth
rate ol 4.7 percent ol the whole
rrade sector in 1990 was greater
than the growth rate of reil trade.

The growth of wholesale trade
was /.3 percent in real erms, while
the value of inventories decreased
by 2.9 percent.

The problem of insolveocy
was especially prominent an trade.
Trade was a leading sector in 1erms
of unpaid claims

CONSTRUCTION,
TRANSPORTATION
AND TOURISM

Construction  activites  oirn-
vnue to follow @ positive trend.
The growth in the rend of hours
worked that began in 1994 has in-
tensfied this year. The annuoal
growth rate in the it nine manths
amounted o 158 percent, whule
the value ol compleied work in-
vreased by 35.0 percent. The results
achieved i construcnen, along
with the ather wvalable indicators
O Ivestment acnvary, suggest that
investment is corming o lile,

In the areas of transportation,
warchousing and communicitions,
mdicators of the transportaton ol
passengers and goods show a mlid
positive trend (1A% more passen
goers transported, transportaton ol
goods at last vear's level), I Iovever,
related areas {ranspon in sca ports
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which are a leading indicator of

futurc ourput. Answers from a sup- IHD{I UF IHI. mm[ﬁ |H HE'[ML 'I'MDE

vey af the largest producers show Seasonally adjusted and trend-cycle (1995 = 100)
that orders were higher in the third

quarter than in the previous quar- 120
ter, with forcign demand falling
and domestic demand  growing,
Processed poods exports weree lower
than in the same period Last year
among two groups only (produ-
cion of chemicals and chemical
sroducis 3ad groducion. of avher W i i e .
transport equipment), while exports | Seasonally udjusted
rose wmong all other groups. Ex- e Ly
pons of processed goods rose by
14.5 percent at an annual level.
The wend towards decreased
employment in indusiry as a whole
contnues. However, at the same

tme, increased producton indi- B upex oF REAL TURNOVER IN WHOLESALE TRADE
cates increased elliciency as a result Smmlly adjumd and trend-cycle {1995 = 100)

ol better organizadon and/or the
introduction of new technology,
Within the 104 percent annual
growth of producuvity, it is dithcult
to separate the effects al the growth
of production and the decrease in
employment. Problems of insol-

1o

$§8

veney are visible in some parts of
the processing industries. Among
thirteen branches with the greatest
amounts of autstanding payments
i the first 10 months of the year,
five are industnal branches. The
Branch with the largest ourstanding
payments i+ food and drnk pro-
duction. Alter having severe pay-

rm:nl.\ |1r.:}h[cr.m in the fiest half of EFFECTIVE WORKING HOURS IN CONSTRUCTION INDUSTRY
L3946, shupbuilding and iron and Seasonally Iﬁju.it!dlndlréﬂd-!}‘dl“?ﬂ . |m}

stee] production are in betier shape.
This smprovement is duc 1o the 140
effects of the Law on the RBehalub-
tation ol Spealic Enterprises and 130
the decisions taken by the Credi-
tors’ Councils in thess enterprises
turning matured, wopaid delst inta

equity holdings,

T Srasnnally mipastid
. — Trend-cyele

BEEEEES

| = Hensonally uﬂ;u;d-l )
—— Trrnd-ryele

TRADE

Avcording to prelininary data,
real rerall menover showed a 5.0
percent annual prowth rate at the
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TRANSPORTATION - TRANSPORTED GOODS
Seasonally adjusted and trend-cycle (1995 =

100)

— easonally adjusted '
— Trend cyele

TOURISH - OVERNIGHT STAYS
Seasonally adjusted and trend-cycle (1995

Falll

—— Trewdyele

‘ Seasonally adjusted

MONTHLY RATES OF CHANGE (%) OF RETAIL PRICES, PRODUCERS'

PRICES AND COST OF LIVING
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and airports, cross-border trans-
portation of passengers and goods,
postal and relecommunications
services) were considerably higher
than in the preceding vear,

Tourist night-stavs have shown
a rapidly increasing trend durnng
the whole year. This resulted in an
annual growth rate of 42.5 percent
at the end of Cwiober. There were
49.4 pereent more fersgn ounsts
and 181 percent more domesnc
tourists, 298 milhion wunst night-
stays have been recorded this year,
along with 5 mullion tourists,
Through the end ol October, the
number of tourists was 36,0 percent
greater than last year, Through the
end of the year, the tourist indus-
ry's actvities will slow down. This
means less tounst visits and less
tourst right-stays in comparisen Lo
the summer; thus less employment
in the wouris indusey and related
industries. The <hare of catenng and
wurism in gross domestic product
grew noticeably in 1997, The real
growth rate of this sector amounted
w 32 percent, Turnover i catering
alone grew by 205 percent nomm-
nally compared w last year.

PRICES

In November, prices rose by
the largest amount in the last three
months, Retail prices grew by (04
percent monthly, At the same ume,
the annual change in the retail
price index fell to anly 3.1 percent,
anc of its lowest vilues this year.

The main cause af nereased
prices in November wis increased
agncoltural prices. (noa manthly
level, agricultural prices rose be
tween 7 and 1) pereent, depending
on whether
seasonal produces are under discus-

weasonul or non

sion. At an annual level, agricul

tural prices rose by as much as 24
percent. Prices ol seasunal food rose
by a high one percent. The prices of
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services rose by 0.5 percent in No-
vember and the annual rate of in-
crease of services prices was 5.3
percent.

In Movember, the costs of liv.
ing underwent its largest growth in
the second half of the vear The
total cost ol living index grew by
one percent. ALan annual level, the
index grew 4.1 percent. The main
influenues were lood costs (2,15
and costs for clothes and shoes
(L1, Ac an annual level, food
costs rose 4.3 percent, and clathes

and shoes 5.5 percent. Costs of

services prew by (13 percent, which
ledd 1o an annual grovth rate of 4.5
percent.

Industrial  producers’
grew by (03 percene monthly, or 14
percent annually. The  elecoricity
sevior contribuled the most to the
total growth al producen’ prices.

prices

This sector increased s prices by
293 pereent in November, accord-
ing o information released by the
Stare Statistweal Agency. Prves in
chermucal pracessing rose by (L5 per
cent in November and prices in food
processing prew by 0.4 percent.

EMPLOYMENT AND PAY

In Ocrober, the number ol
registered  unemploved  grew by
7,22% or L& percent compared o
the previous month. Begrsrered un-
ermployment now stands at 284,562,
This  development  w consistent
with previous vears, i which un-
employment has dsen in the tall
months, However, the inerease in
pnemplavment has been somewhat
sharper this vear, Unempilovment
was 6.3 percent higher i Olctober
than i the same monch las year.

ln Owtuler, the economically-
active population was 1635 062,
That was 3,604 more than in the
previaus month, Taking inte ac-
count the increasw in unemploy-
ment, there were 1,354,121
|11l.1'_-'L'L1 in ©etobhee, ".EIE] less than

cITl -

INDICES OF RETAIL PRICES, COST OF LIVING AND PRODUCERS' PRICES
1993.:10=100
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Employment and Pay

NUMBER OF THE UNEMPLOYED
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in Seprember. Such changes an the
structure of the actve population
resulted inan increase in measured
unemployment from 17 pencent in
Seprember 1o 174 percent i Choie-
ber, Within wotal employment, busi-
ness enterprises  dominated  with
1,035,681 employed. Emplovment
in crafts and iree professaons Jol-
lowed with 119835 employed aml
individual farmers who are insured
amounted wo [2(0,7149,

The increase in supply and
decrease o demand on the [alwor
market had an wmilluence on wages,
which have been stable tor four
manths now. Average ner wages
amounted w 23% kuna . Octo-
ber. This is (4 percent loawer i oreal
termes than in September aml 0.9
percent lower than average wages
n July of this vear. Comgpared 1o
wuges 11 the sume month last year,
wages are up by 1 3.7 percent, while
wages in Oictober were 28 percent
above this year's average.

MONETARY
DEVELOPMENTS

The man  development in
Octaber regarding ner assers of the
banking system was o dewredse vr met
forcign assees by 1 billion kuna and
an increase wn placeaents on this
basis of .95 Iullion kuna. The
proteth of total lguid assets was
negligible in October, first of all
because of a surprising sagnacian of
Jarcym evchange depogit,

In October, commercial banks
withdrew funds trom therr acconnrs
abroad. They decreased their sight
deposits by the equivalent or 0.95
tllhen kuna and decreased  ther
time depuosity by the equivalent of
another 0.7 hillion kuna in com-
parisan to September. Deapite this,
the ratio of foreign assets and tor-
cign exchange deposits  remamns
well above 0.5, conlirming the the
sis thar banks are holding more
funds abroad than they are requared
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1o by law, However, it appears that
this refationship will now Change.

Funds withdrawn from thesc
aceounts were used in o lesser de-
gree w decrease lorcign Rabihues
1012 bilbon kuna) and in 2 greater
degree were exchanged tor kuna
and directly placed with the private
sector. Despite this, the sectaral and
erm structure of placements s
completely in balance with current
trends, Credits 1o households are
starting from a very low basc and
have a very lngh growth rate, Ac-
cordingly, long-term eredits to
houscholds are growing ar a
maonthly rate of 6 percent chis year.
At the end of Ocoweber, they were
twice @y high as they had been @
the end of last year and amounted
to 3.3 billwon kuna. Shor-rerm cre-
dits to houscholds grew at 4 percent
monthly and amounted w 2.4 bil-
lion kana at the end of Cictober.
Among enterprses, long-tenm crie-
dit w rising faster than shoreierm
(3.9% wversus 29k on average per
month), Teng-term credit amoun-
ted o 13,6 bilhon kuna, comparesd
126 billion kuna lor short-term
creidht to enterprises.

Mer claims on central  gov-
ernment continued 10 decrease n
Ccraber, This ume, government in
creased s kuna deposin o the
banking systemn by U 2 billion kina
and decreased claims based on
bends for foreign exchange savings
of civzens and other claims by 16
bilbon kuna in rmoml Thanks o
this, the rmatw of clins on central
government o placements 1o other
sectors fell w L35, compared o 0.5
at the end ol 1996 and 157 at the
end of 1995

O the Hability side, total Lig-
uid deposits grew in Ocwober by only
0.25 Lillion kuna (03%) This was
borh atwolutely and relatively the
smallest growth of M4 0 the posi-
mtlation era. The money supply
remained at the <ame bevel as ar the
end of September, (Juasi-money

MONEY SUPPLY
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DOMESTIC CREDITS, M4 AND M1a
Seasonally adjusted and trend-cycle, deflated with CP1, 1992=100
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grew by 0.24 billion kuna. OF this,
.13 billion kuna came on the bass
of increased buna deposits and only
0.1 ballion kuna on the hasis of in-
creased foreign exchange deposits,

Both currency in circulation
and deposit money of each secror
separately remamned at their Sep-
tember levels, A possible explanation
is the moderation in the growth of
net wages of the houschold sector
in Seprember and October, as well
as increased purchases abroad by
both households and enterprises,
due o expectations of the effects of
the introducaon of VAT,

Even quasi-maoney did not
grow rapidly. Kuna savings of
houscholds grew by 0.1 billion
kuna and foreign exchange savings
grew by 0.6 billion. Enterprises
decreased their foreign exchange
deposits by 0.5 bllion kuna, sugp-
porting the hypothesis that  the
process al accumulaung inventones
before the introduction of VAL has
begun. However, the hypothesis
will have to be confirmed by De-
cember data. Although the wend to
slower growth al foreign exchange
deposits began earlier, October put
new emphasis on the wend, For-
cign exchange deposits grew by 3.4
percent manthly on average tn 1997
fas opposed o 199 L7 percent and
1995: 4.0 percent), while in October
they grew by only 0.4 percent,

Foreign assets of the central
hank stagnated for the third month
in a row at [4 billkon kuna or 1.5
billion US dollars, oscillation from
time to time on the basis of changes
in exchange rates on the world
market. While foreign  exchange
transactions of the Nanonal Bank
of Uroaua stagnated, kuna activity
was much maore lively, During 20
days i October, banks used an
average of 65 million kuna of lom-
Lard eredits, while in the hra
wwenty five days of November, the
usage period was shoner (hiteen
days). However, within these 1il-
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teen davs, the average use of lom-
hartd credirs was L1 million kuna,

Because ol increased use of

secondary liquidity sources in these
rwa months, the central bank has
repurchased ats wwn balls, so as 1o
raliwonalize the liquidity manage.
ment of cammercial banks, In Oc

taber, repos were orgamzed fur four
diys in an amount of 300 million
kuna, while i November the
amount of the arrangement was
hall as large (166 million kuna)
and lasted three days. However,
although this indebiedness of
banks might be a sign of houidiry
problems, the movements af lase
maney and bank deposits, espe

crally funds on the gyro accounts of
banks at the contral bank and the
level al free reserves on these ac-
counts show that the hgudity ol
the banking system is not in dan-
ger. The mamn reason tor the -
creaser] use of secondary lguadity
sovirces i Oetober and Wovember
was the strong and contnual in-
crease 1n government deposits.
These deposits rose Irom @n aver-
age of 0.9 billion kuna in the sum-
mer months o 1.4 ludlion kuna at
the end of Ouober. In somez days in
Movember, they exceeded 1.5 lal-
lion kuna, Dunng days of signihi-
cant withdrawals of hguid funds
from therr pyro accounts, hank
used secondary liquaeduy  sources

However, during Oetober aml the
first vwenty days of Novemnber, 55
percent of the funds on Lanks' gyro
acLounts were excess reserves, [ hat
15, banks had 0.2 hillinn kuna more
than needed 0 meetl reserve e

CQUITEITETLS,

EXCHANGE RATE

The appreciauon of the kona
relative to the Crerman mark con-
tnued in Meovember. The maddle
exchange rate of the Mational Bank
ol Uroatia reached its lowest value
since the introducticn at the staly-

FOREIGN EXCHANGE RESERVES AND THE MONEY SUPPLY
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Exchange Rates and Balance of Payments
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DAILY NOMINAL EXCHANGE RATE - KUNA VS, USD

hzanon program in October [993
ln the nuddle of November, the
mark reached a value of 3.5214
kuna. This was 166 percent Jower
than the highest value ol the year,
35802 kuna, which was recorded in
the middlc of May., The kuna's
apprecianon was the greatest in
October, at 057 percent, while in
November it appreciated 0.24 per-
cent, The rate of appreciation in
Movember was less than half that
in Oetober, However, during owo
days an Movember, the kuna rea-
ched s highest value against the
mark [or, to put 1t the other way
around, the mark reached s lowest
value agmnst the kuna), indicating
continued pressures o appreciation,

The dollar depreciated signifi-
cantly in the tirst half of November,
while n the second hall it rose
again (appreciaterd). The value ol
the dollar in the first hall of No-
vember decrcased by abour owo
pereent. This was caused by the fall
il the vilue of the dollar against the
German mark  due o instabality
and the fall of the Dow Jones stock
market index. In the second half of
Movember, the dollar appreciated
against the kuna by more than two
percent, thus regaiming s value
from the beginmmng of the month.

The apprecianon of the kuna
against the three most important
currencies cntenng into the calou-
lation of the real eftecnive exchange
rate (DEM, USIY, ITL), along with
the sagnanon of prices in these
counties and the mild growth of
prices in Croatia, led 1w an appre-
ciation ol the mal cliecuve ex-
change rate ol the kuna, The real
effecive exchange rate in Chcrober
and MNovember (estimated) appre-
ciated by about 0.9 (PP and 0,95
{CPL) percent an each month, In
September the largest appreciation
of the real effective exchange e in
this year, 1.3 percent, was reconled.
This figure agrees with our previ-
ous estumules,
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BALANCE OF PAYMENTS

The current account deficat
the first hall of 1997 was 15543
bollion USD, 1348 percent more
than in the same period last vear,
An increase in the merchancise
trade deficin was the main ciuse of
the inurease in the current account
deficit. The  merchandise  trade
deficit was 200224 bilhon LTS,
45.% percent higher than last year.
The ncrease 10 the exchange mte
of the dollar against Evropean
currencies and scasonal ellects on
econonue activity  decreased  net
income Irom services and current
translers. In the summer months, o
signilicant increase 1n et ncome
from toursm is expected. On the
inancial transactions secion of the
capital account, wtlows of 8830
million UST) were recorded, 419
pereent more than in the same pe-
newl last year, Forogn direct in
vestment  reached 1582 million
USD or 42 percent more than Jast
year, Net toreign credits rose Irom
718 w0 440,00 million USDL Within
this, government indebiedness rose
from 7.7 te 296.2 mullion UST

In the first ten months of the
vear, Lmatan cxports amounted o
36217 billion USDY, or 1Y percent
maore than i the same period last
vear, Imports amounted o 71663
hillion USI, an inerease of 16,3
percent. The majority of imports
are inpuls, which amounted 10
3507 bnllion USID and grew al 7.9
percent. hnports of mvestment
goods amounted w L4907 Inllion
USD, 286 percent more than last
year and consumplion gpoods wm
parts were 21115 LIS or 15.6 per-
cent more than last year. The deli-
cit on merchandise trade amountedl
o 3545 Iallien USLY, 399 pereent
more than last year,

Croaua’s toreign debt amoun-
ted o 54484 billion USD on the
st e Ootober, It grew (80 million
LISIY in the Birst mine months ol

104

TEZREREEEEE

1,008

milliony of USD

INDEX OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
(IRER -with retail prices, INER2 - with producers' prices), 1994:1 =100
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BALANCE OF PAYMENTS in millions of USD (preliminary data)

2

ndices

Jan- Jun %7 Jam- Jun 96 fan- Jun 97 JanJun 94
Current account - 15547 - kit 1345
Capital and financial accounts 855 172 4 85
MEC international reserves - |25 -124 9 TN
et errors and ommisians 617 HER 1oy

MERCHANDISE EXPORTS AND IMPORTS {in millions of USD)

Sangrrr bR

JanaOo 1997 Jan.-Oer 1994 Qct. 1997 Qe 1998
Eaports A421.8 3.960 6 IR 14
mparts 71668 i, 1604 T2 NS
Balance -4.545.1 2 67 8 4107 -4t 5

Spmrre Mlurvan of MHiatesd o
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- 1957, a 14.] percent incrense, OF this,
ANNUAL INTEREST RATE ON THE ZAGREE MONEY MARKET 936 percent is medium and long-
Daily data term credit, 6.4 percent s short-term
credit. Medium term and long-
term credhingrew by 7.7 percent and
short-teomn by 27,1 percent,

The forcign exchange reserves
of the National Bank were 25273
billion USD, %3 percent greater
than Last year, on October 31

16
4

MONEY MARKET AND
INTEREST RATES

There were no major changes
on the Maoney Market this month,
Average daily interest rates oscil-
lated bevween 6.5 and 11.5 percent,

ITEH S S . ] with average daily interest rates
|I|d'l MI[-':L:-:TH m:t.HHdmmm 1996 AND 1#97 | nearer the lower bound. A signifi-
n , on auction days

MHM29E -

cant increase was noted in the in
| terest rates on callable tunds, which
m e e e L 3 d rose 1o 7 percent. Far a long nme,
M " “am e F ; B

TP me | the rate on such funds had been 6

l_\ percent. Ligquadiny prnl:lr:m:. Ciin-

tnued m Movember, so that a Cer
tain number ol banks took lomlard
loans at the very beginming of the
month. The hguidiy situation im-
proved by the end ol the lirr week.
However, this improvement was
shar-lived. Liquidity rapidly dete-

bl
i
fi

=

I

| = Tue in 35 days
% Tme 80 days

} B e I8 days |

= Eal

norated, due o pension and wage

7208 -

payments, pavment of sales Gx and
profit tax The Nananal Bank re-
. - - - acted wath a repo auction of NEC

DHB! IHTEREST MTES 'UH EHEDln |H Hu"* tlluh.h which il"l'l.]}fﬂ'\.'l‘.‘d Elqunlm‘ for

Anoisil loved d short time and avoided the theeat
that banks would lose their nghts 1o
o5 use lombard credits. The imbalance
4 A U L S : between supply and demand on the

9y moeney marker was on the ade of

b b N . W | demand, The reason lor ths was

ag the use of daily and overnight loans

I8
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I Wil s o fre
1 ludesad o {2

to mget reserve requirements. In
the daily market, borrowers are
more and more secking money lor

one or two months, so that on aver-
age U percent of daily turmever 18
1 now longer term. Longer term loans

are acceptable 10 banks wih surplos
ju“".!b LE3N] d'i:lr Eyra acounis, smLe
they aftord berer earmings (30 day
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loans gif.'c 12 percent imterest, whale,

for example, 35 dav NBC balls DMBs' INTEREST RATES ON DEPOSITS

vield anly 8 percent). Annual level
Short-term securntics conbnie

to show sable yields. NBC bills 7
vicld B percent tor 33 days, 940 i
percent for Y1 days and 100 per-
cemt tor 182 davs, These bills re
main uselul nvestments for com-
mercial banks, since [hr:}-' SCTVE 4%
pood liquil assets 1o case ol liquid
ity prablems. Yields on Treasury ' ’_—quu ’
Bills of the Ministry ol Finance in i Deposits i e
Movember were 8.3% percent tor 42 o
days, 29 percent for 91 days and
L2% percent for 132 days.
Commercial banks' lending
tares rose slightly m Oowber, The
average interest rate on kuna creding

DIFFERENCE BETWEEN INTEREST RATES ON CREDITS IN KUNA AND .
INTEREST RATES ON DEPOSITS IN KUNA !
B

without ndexation  inureased
slightly w1459 percent [shor-term
credus (470 percent,  long-term
1315 percent). The average interest
rate of kuna credies with indexation
to the German mark also rose
shightly o 1592 percent ishon-term
crechts [845%  percent,  long-term
| 286 percent). I s important o
menton that the muld increase in

lending rates is above all condi-

uoned on increased nlerest rates il ™ S T T v
4 [ -

£ 8§ 2% 8 ¢ %2 8% 8§ 3
Mnbe IFI"-'A" is calrnbared 2= 8 differemee Sefoeren infepest pubes un msemdesed coedils @ kuand |
atl imberest rdes o ion-sdeoed depusis is ko

on shon-term credit. The average
interest rate on foreggn exchange

credic increased by 15 percentape

points relatve tr Seprember and 15
now at the level of [E.O% percent ’ : ———— --
The very stable trend in de- B gRREARS REPORTED TO PAYMENTS INSTITUTE

posit rates of commercial Lunks

11,0400

continues, eposit rates [ell msig-
miicantly. Also, for quite a while
there has been no sigmticant dither-
ence between kuna and  fereipn
exchange deposin rates, Thus it s ne
strprist that average grterest mates on
total kuna and torcign cxchange
deposits are the sune, 4.2 percent,
The muild growth of lending

rates and insignificanm tall of de-

posit rates resulted inoa 003 percem

merease inthe “spread” relatve o
September. The “spread™ was 103

percentage poinds an Uleinler.
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) Soamre o s GOVERNMENT BUDGET
OUTTURN OF CENTRAL GOYERNMENT BUDGET
The central government budget
; hiad @ positive balance o Octobwer
4000 1 / _ FATIPo, . Sl tor the third month m a row. The
2500 f - s " o deticit realized n the fiest wen
20 L manths las been only 38.7 percent

A.500

of the planned deficit lor this vear

(LT — [leveie i grants ]
and amounts 1o (K97 percent ot

Expendicure and net lending
Surplusadeficit i planned gross domestic product.
' Revenues have grown at an annual
rate of 53 percent and expenditires
by L0.1 percent Dietaded data on the
financing of the deficit are available
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tor the first mine months, The delfion
has been completely Bnanced by
forcign funds. The negatve sign on
net relatons with domestic soctors

| H S means that the povernment has
1 i I ciple of the repaid delt belonged 1o

—— Hanks @im aceutinls | the commercial hanks and this on
140 —— (hncrumen! ;

Clearsd up s obligations. The pan-

the basis of the repayment of the
i principle of the old (nregn exchange
1fm . S B e H | savings (in January and Julv), Re
' gy THY b ! payment of obligations to the mo-
netary autharites accounted lor
about a quarter ol sl domestc
financing. Within domestic financ-

o Foo o ccn o e NI bl al Govermmenl o,

KLl

millsens of kuna

ing, the government has additon-
ally increased s detn by selling
tressury bills, emitting eurn-kuna
bonds and short-term loans.

A ook a1 foreign fnancing
shows that the greatest debt came
— — , in the torm ol emission of cure-
FINANCING OF CENTRAL BUDGET DEFICIT DRI SR OC s
G lorcign commiervial bank. The ac-
(im millions of kuna) counts of relanons with interna-
Jan-Sept. 1997 1997 Budget vonal financial nsttutions show
muodest barrawing, while our gov-

TOTAL FINANCING (B 2587 S
ernment has only repad foreign
DOMESTIC FINANCING 1315 ; governments and state institulions,
From other general governments i and not borrowed fram them. In
From monetary authorities -4 | the estimate of the realization of
From deposit money banks -1 {45 - | the budget far 1997, indebtedness is
Dther damestic financing 0 less than planned tor m the budget,
. hecause some loans were not actu-
FOREIGH FIKANCING 2 it alized (public sector restructuning,
From mternational develop. institul. 191 investment siimulanon, private sec-

Fram foreign governments -4l
Qther Toreign financing * Hb

tor development) and in some cases
realized indebtedness was less than
planned.




