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1 Summary

Economic activity grew by 2.6% in the second half of 2018 
from the same period in 2017 but slowed down towards the 
end of year. The real GDP growth was mainly driven by ris-
ing personal consumption, which reflects the continuation of 
favourable developments in the labour market, increased bor-
rowing and high consumer confidence. A positive contribution 
also came from exports of goods and services, although their 
growth dynamics slowed down markedly from the first half of 
year. During the second half of 2018, and notably at the end 
of the year, total investment activity intensified. Government 
consumption was another positive contributor to economic 
growth. Strong domestic demand resulted in high growth of 
imports, with the contribution of net exports to the increase in 
real GDP remaining negative.

Favourable labour market trends continued. The broad-
based rise in employment continued, with the largest contri-
bution to total increase of employment coming from private 
sector service activities. At the same time, unemployment con-
tinued to decrease, with the seasonally adjusted registered un-
employment rate reaching 9.3% of the labour force in the sec-
ond half of 2018. Wages continued to drift up – as a result, 
the average gross wage was 4.4% higher in the second half of 
2018 than in the same period of 2017. Real net wages grew 
less rapidly (3.9%) due to the annual growth of the consumer 
price index.

Consumer price inflation went down in the second half of 
the year from 2.4% in June to 0.8% in December 2018, due 
mainly to the slowdown in the annual growth rate in energy 
prices and, to a smaller extent, to the decrease in the annual 
rate of change in the prices of non-processed food and indus-
trial goods. In contrast, core inflation accelerated slightly, from 
0.7% in June to 1.0% in December 2018 due to a larger contri-
bution of processed food prices (attributable mainly to the rise 
in the producer prices of tobacco products and excise duties in 
December) and market-based service prices.

The surplus in the current and capital account grew slightly 
in the second half of 2018 from the same period in 2017, as 
a result of a further increase in net exports of services and an 
improvement in the sum balance in the secondary income ac-
count and the capital account. However, the widening of the 
foreign trade deficit and unfavourable trends in the primary in-
come account had an opposite effect. The financial account of 
the balance of payments continued to be marked by net capi-
tal outflows due to the decrease in net foreign debt liabilities 
and the rise in net inflows of equity investments. On the other 
hand, the relative indicators of external debt and the interna-
tional investment position improved steadily.

The CNB monetary policy remained expansionary in the 

second half of 2018, supporting the high liquidity in the mon-
etary system and maintaining the stability of the nominal kuna/
euro exchange rate. The increase in liquidity was spurred pre-
dominantly by the purchase of foreign exchange from banks, 
which alleviated appreciation pressures on the domestic cur-
rency and added to gross international reserves. In such a set-
ting, the several-year improving trend in domestic financing 
conditions continued, while the easing of credit standards and 
the growth in demand for loans resulted in the steady growth 
of placements to domestic sectors.

International reserves of the CNB recorded the second 
largest annual growth in absolute terms in 2018. The factors 
behind the strong annual increase in reserves included a sig-
nificant purchase of foreign currency from banks, ensuring the 
stability of the domestic currency exchange rate. A satisfactory 
level of earnings from the investment of international reserves 
was generated in the environment of a prolonged period of 
negative euro interest rates. At the same time, the key mandate 
in international reserves management – safety and liquidity – 
was successfully fulfilled.

Bank assets and profitability trended up in 2018 and the 
capitalisation of the banking sector remained high. Mainly 
as the outcome of stronger lending to households, the rise in 
loans made a significant contributions to the growth in total 
assets of 4.4%. Bank profits grew on account of smaller cred-
it risk expenses, with lower expenses related to the Agrokor 
Group having a key impact. Bank earnings in 2017 were heav-
ily burdened by expenses related to credit risk, arising from op-
erating difficulties in the Group. With these expenses trending 
downward in 2018, the return on average assets (ROAA) and 
the return on average equity (ROAE) recovered, increasing to 
1.4% and 8.6% respectively.

With regard to the credit risk exposure, the share of non-
performing loans continued to trend downwards, amounting to 
9.8% at the end of 2018, with the sale of claims having a key 
effect on such developments. Total capital ratio decreased to 
22.9% on account of heightened business activities of banks 
and the rise in credit risk exposure. Although lower, total capi-
tal ratio remained high, and even if all exposures were fully ir-
recoverable, it would still amount to a high of 19.9%.

After a deficit of about HRK 0.7bn (ESA 2010) in the first 
half of the year, the second half of 2018 saw a general gov-
ernment surplus of HRK 1.4bn, which was considerably lower 
than the surplus of HRK 5.2bn in the same period of 2017, 
due to a much faster growth in total expenditures (12.1%) rel-
ative to total revenues (7.0%). The public debt-to-GDP ratio 
stood at 74.6% at the end of December 2018, down by 1.7 
percentage points from June 2018.
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2 Global developments
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Figure 2.1 Economic growth in selected markets and global 
inflation

Sources: Eurostat, BEA, NBS and IMF.
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Global economic growth slowed down markedly in the sec-
ond half of 2018, in particular among developed countries, ac-
companied by a slump in global trade. The slowdown in eco-
nomic activity was particularly evident in euro area countries, 
particularly in Germany, this trend spilling over to other Euro-
pean markets. The major emerging market economies also saw 
a noticeably slower growth, especially China, in part also due to 
increased trade tensions with the USA. The crisis in some Lat-
in American and European emerging market economies deep-
ened further. Global inflation trended up in the second half of 
2018, mainly in the crisis-hit emerging market economies, and 
remained subdued in the majority of developed countries. Not-
withstanding the eased monetary policies prevailing in most of 
the large economies, global financing conditions began to dete-
riorate on account of intensified risks and uncertainties.

In contrast to most other large developed economies, the 
US economy continued to grow at a high annual rate of 3.0% 
in the second half of 2018. This was mostly due to strong per-
sonal consumption, which continued to be the main driver of 
economic activity. The US labour market remained highly dy-
namic, with a very low unemployment rate. A significant con-
tribution to the rise also came from private sector investments, 
owing to tax disburdening, with the contribution of govern-
ment consumption being somewhat stronger than in previous 
periods. By contrast, the contribution of net exports of goods 
and services remained negative. Against this background, do-
mestic inflationary pressures mounted, so that inflation actu-
ally exceeded the Fed’s target level, reaching 2.4% on average 
in the second half of 2018.

As to the euro area, following a rise in real GDP of 2.3% 
in the first half of 2018, the economic growth slowed down 
to 1.4% in the second half of the year, this trend being wide-
spread across the member states. The strongest individual con-
tribution to slower growth was made by the largest members 
– Germany, Italy and France, but the relative slowdown was 
mostly felt in the countries that had had above-average growth 
in previous periods, such as Ireland. Such trends in the euro 

area were mostly driven by external factors, in particular ris-
ing global uncertainty, which adversely affected the export sec-
tor, and individual domestic factors in some countries. Spe-
cifically, the German economic activity was adversely impacted 
by factors related to the adjustment of the automobile industry 
to new environmental rules, while in France economic activity 
was impacted by numerous protests by the “yellow vest” move-
ment. The Italian economy was exposed in the reference pe-
riod to heightened uncertainty due to the disagreement with 
EU institutions on the fiscal policy, which in turn contributed 
to the deterioration of the economic sentiment and financing 
conditions.

2.1 Croatia’s main trading partners

Most of Croatia’s major trading partners, particularly those 
from the euro area, saw slower growth in the second half of 
2018. This mostly refers to Italy, which was in recession in the 
second half of 2018. In addition, on a broader European level, 
economic activity was significantly affected by the weakening 
of the German economy, whose annual growth halved from 
2.0% in the first half of the year to 0.9%. Austria’s economic 
growth decelerated, the same trend, albeit somewhat weaker, 
being observed also in Slovenia.

As regards trading partners in the SE region, most of them 
(Serbia and Bosnia and Herzegovina included) continued to 
record a mild economic slowdown in the second half of 2018 
from the first half of the year. Nevertheless, they remained the 
trading partners of Croatia that had the most dynamic eco-
nomic growth.

2.2 Prices, exchange rates and financing 
conditions

Global raw material prices decreased in the second half of 
2018. The trends in the average price of Brent crude oil in the 
global market were highly volatile. After heightened concerns 
over the global economic outlook and the intensification of 
protectionist trade measures, the price of oil decreased from 
USD 79 at the end of June to about USD 70 in mid-August. 
The price of oil continued to rise again in the second half of 
August, mostly driven by the expectations of a possibly weak-
er oil supply in the world market due to the forthcoming US 
sanctions imposed against Iran’s oil exports, the decline in oil 
production in Venezuela and unstable crude oil supplies from 
Libya. The price of crude oil reached USD 86 early in Oc-
tober; following this month, the growth trend was halted and 
crude oil prices had fallen to USD 53 by the end of 2018. The 
drop in the price of oil was driven by the increase in produc-
tion and stockpiles in the USA and higher production by the 
other largest oil producers. In addition, the drop in Iranian 
exports following the imposition of US sanctions was smaller 
than expected. At the same time, expectations of decelerated 
growth prevailed on the demand side due to intensified trade 
tensions and indications of global growth slowdown. Non-en-
ergy raw material prices, including the prices of agricultural 
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raw materials, foods products and metals also edged down in 
the second half of 2018.

In the second half of 2018, divergence in the monetary pol-
icies of the US and the euro area widened even further. The 
Fed raised its benchmark interest rate by a total of 0.5 percent-
age points on two occasions in that period. By contrast, the 
ECB left its benchmark interest rate unchanged, but reduced 
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Figure 2.2 Raw material prices in the world market in US dollars

Sources: IMF and Bloomberg.
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Figure 2.3 Benchmark interest rates and the average yield spread 
on bonds of European emerging market countries
end of quarter

Source: Blomberg.
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Figure 2.4 Exchange rates of individual currencies against the 
euro

Note: A growth in the index indicates a depreciation of a currency against the euro. 
Source: Eurostat.
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its bond purchase programme to EUR 30bn a month in the 
third quarter and to EUR 15bn a month in the fourth quarter 
and then wound down the programme.

Financing conditions for European emerging market coun-
tries deteriorated further during the second half of 2018. The 
EMBI index for European emerging markets increased by 
about 30 percentage points in the reference period from the 
end of 2017. The intense uncertainty in financial markets was 
fuelled by heightened trade and geopolitical tensions as well as 
by concerns regarding the economic situation in Turkey.

In the second half of 2018, the euro weakened against the 
major currencies on the global foreign exchange market, ex-
cept against the pound sterling, which was adversely affected 
by uncertainties regarding Brexit. Hence, the exchange rate 
of the US dollar against the euro fell to EUR/USD 1.15 at 
the end of 2018, down by 1.5% from the end of the first half. 
The US dollar was supported by optimism driven by favourable 
developments in the US economy and higher demand for the 
relatively safe US assets, since investors are showing generally 
lower risk-appetite. Political uncertainty in Italy, which caused 
concerns with regard to the sustainability of public finance, 
and adverse economic indicators in the euro area contributed 
to the weakening of the euro against the US dollar. At the same 
time, a drop in the risk appetite resulted in the appreciation of 
the Swiss franc against the euro. The EUR/CHF exchange rate 
stood at 1.13 at the end of 2018, down by 3% compared with 
the end of June.
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3 Aggregate supply and demand
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Figure 3.1 Gross domestic product
real values

Source: CBS (seasonally adjusted by the CNB).
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Figure 3.2 GDP rate of change
contributions by components 

Source: CBS.
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Figure 3.3 Exports of goods and services
real values

Source: CBS (seasonally adjusted by the CNB).
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The annual growth of real GDP stood at 2.6% in the sec-
ond half of 2018, slowing down slightly compared with the 
performance in the first six months. Personal consumption 
continued to contribute the most to economic growth on an 
annual basis, this contribution being slightly weaker than in the 
first half of 2018. The rise in economic activity was also driven 
by the exports of goods and services, the dynamics of this GDP 
component slowing down in the second half of the year. Con-
currently, investment activity intensified, and government con-
sumption made a somewhat stronger positive contribution to 
the real GDP growth.

In the second half of 2018, gross value added (GVA) 
moved with similar dynamics as in the first half of the year, 
increasing annually by 2.1%. The increase was primarily due 
to GVA growth in trade, transportation and storage, and ac-
commodation and food service activities. GVA also recorded 

annual growth in all other categories, with the exception of in-
dustry.

3.1 Aggregate demand

The average annual growth rate of the real exports of goods 
and services in the second half of 2018 was at a level similar to 
that recorded in the first half of 2018 (2.8%). However, total 
exports continuously trended downward on the quarterly level. 

The annual growth of goods exports slowed down to 5.2% 
in the third quarter of 2018, and nearly held steady at the end 
of the year (0.3%) due to a strong quarterly fall. Moreover, 
the nominal data on the trade in goods show a rise in goods 
exports in the second half of 2018 in all main industrial group-
ings, except non-durable consumer goods and exports of 
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Figure 3.4 Real exports of goods and services 

Source: CBS (seasonally adjusted by the CNB).
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Figure 3.5 Personal consumption
real values

Source: CBS (seasonally adjusted by the CNB).
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Figure 3.6 Determinants of personal consumption
real values and index 

Note: Real values of compensation of employees and social benefits in cash were 
calculated by deflating nominal values using the personal consumption deflator.
Sources: CBS, Ipsos and CNB.
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Figure 3.7 Gross fixed capital formation
real values

Source: CBS (seasonally adjusted by the CNB).
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Figure 3.8 Government consumption
real values

Source: CBS (seasonally adjusted by the CNB).
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energy. With regard to the exports of services, a slightly weaker 
performance in the third quarter of 2018 resulted in a low-
er annual growth rate in the second half of 2018 than in the 
same period in 2017. As a result, total exports grew by 2.8% in 
2018, compared with the growth of 6.4% in 2017. 

Personal consumption continued to increase in the sec-
ond half of 2018, showing a noticeable upturn at the end of 
the year. However, its average annual growth rate decreased 
slightly, to 3.3% from 3.7% in the first half of the year. The 
rise in household consumption reflected the continued favour-
able trends in the labour market, accompanied by the growth 
of employment, while the unemployment rate continued to 
decrease. In addition, wages also continued to grow. Positive 
contributions to the growth of personal consumption also in-
cluded increased borrowing and further rise in consumer con-
fidence which grew at a steady pace towards the year-end. If 
analysed at the level of the whole of the year, personal con-
sumption grew by 3.5%, making the most significant contribu-
tion to growth in total economic activity.

The growth of gross fixed capital formation picked up in 

the second half of 2018 to 4.9% from 3.3% in the six months 
previously. The annual growth of capital investments picked up 
substantially in the fourth quarter of 2018, to 6.1% from the 
3.7% recorded in the third quarter, primarily as a consequence 
of the growth in general government investments. As a result, 
investment activity increased by 4.1% in 2018, from 3.8% in 
2017.

The annual increase in government consumption acceler-
ated to 3.1% in the July-December period of 2018, from 2.6% 
the first six months of the same year, which may be attributed 
to the continued growth in the number of employed persons 
in public and government services and increased growth of in-
termediate consumption. In the whole year, government con-
sumption increased by 2.9% and thus made a positive contri-
bution to total growth of economic activity. 

The annual growth in imports of goods and services ac-
celerated to 5.8% in the second half of 2018, from 5.1% in the 
first six months. Their faster growth primarily reflects a signifi-
cant increase in goods imports in the second half of the year, 
mainly brought about by stronger domestic demand.
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Figure 3.11 GVA rate of change
contributions to the annual change by components

Source: CBS (seasonally adjusted by the CNB).
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The nominal data on trade in goods show the rise in im-
ports in all main industrial groupings in the reference period, 
lower annual growth being recorded in intermediate goods and 
non-durable consumer goods. The growth rate of total imports 
stood at 5.5% in 2018. Compared with 2017, it contributed 
significantly to the increase of the negative contribution of net 
exports to the real GDP growth. 

3.2 Aggregate supply

From July to December 2018, GVA continued moving at 
a dynamics similar to that in the first half of the year, and re-
corded a growth of 2.1% due to the rise in all components, 
except industry. The largest contribution to GVA growth came 
from retail trade, transportation and tourism, reflecting a con-
tinued improvement in household purchasing power and fa-
vourable developments in tourism. Gross value added grew by 
2.1% in 2018 or at the same rate as in 2017.
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Figure 3.9 Imports of goods and services
real values

Source: CBS (seasonally adjusted by the CNB).
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Figure 3.10 Real imports of goods and services 

Source: CBS (seasonally adjusted by the CNB).
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4 Labour market

Figure 4.1 Employment by NCA activities
seasonally adjusted data, contributions to the quarterly rate of change
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Source: CPII (seasonally adjusted by the CNB).
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Figure 4.2 Total unemployment and net unemployment inflows
seasonally adjusted data

Source: CES (seasonally adjusted by the CNB).

2011 2012 20142013 20162015

Other Work contract and other business activities
Unemployment – right

in
 th

ou
sa

nd

in
 th

ou
sa

nd

20182017

%

 6

 8

 10

 12

 14

 16

 18

 20

 22

Figure 4.3 Unemployment rates
seasonally adjusted data

Notes: The adjusted unemployment rate is the CNB estimate and is calculated as the 
share of the number of registered unemployed persons in the working age population 
estimated as the sum of unemployed persons and persons insured with the CPII. 
Since January 2015, the calculation of the registered unemployment rate published by 
the CBS has been made using the data on employed persons from the JOPPD form.
Sources: CBS and CES (seasonally adjusted by the CNB).
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4.1 Employment and unemployment

Positive trends in the labour market continued in the sec-
ond half of 2018. As a result, the number of employed persons 
was 2.2% higher in the July-December period of 2018 than in 
the same period in 2017. The employment growth was broadly 
based, with the largest contribution to total increase of employ-
ment coming from private sector service activities.

The employment growth was also reflected in the move-
ment in the number of unemployed persons, which contin-
ued to decrease in the second half of 2018. This fall was more 
pronounced than in the first six months of 2018 on account 
of higher employment based on work contracts than remov-
al from the register for non-compliance with legal provisions, 
registration cancellation and failure to report regularly. As re-
gards the annual dynamics, the average number of unemployed 

persons was 21.4% lower in the second half of 2018 than in 
the same period in 2017 (by about 38,000 persons).

In accordance with the above developments, the unemploy-
ment rate continued to decrease, hitting its record low. The 
average registered unemployment rate stood at 9.3% in the Ju-
ly-December period of 2018, down by 2.2% percentage points 
from the same period in 2017. The average ILO unemploy-
ment rate amounted to 8.1% in the July-December period of 
2018, decreasing by 2.0 percentage points from the year be-
fore; the decrease in employment accelerated towards the end 
of the year after being stagnant in the third quarter of 2018.

Furthermore, data from the Labour Force Survey show that 
the unemployment rate in the second half of 2018 remained at 
the level seen in the first six months (46.9%), mildly trending 
up on an annual basis. The participation rate (i.e. the share of 
labour force in the working age population) continued to trend 
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Figure 4.4 Labour Force Survey 
seasonally adjusted series

Source: CBS (seasonally adjusted by the CNB).
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downward at a pace similar to that in the first half of 2018 and 
on average stood at 51.0%.

4.2 Wages and unit labour cost 

Wages continued to trend upwards in the second half of 
2018, although at a slower pace than in the first six months of 
2018. If analysed on an annual basis, nominal gross and net 
wages picked up on average by 4.4% and 3.9% respectively in 
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Figure 4.5 Average nominal gross wage by NCA activities
seasonally adjusted data, contributions to the quarterly rate of change

Note: As of January 2016, data refer to the JOPPD form, while earlier data refer to the 
RAD-1 form.
Sources: CBS and CNB calculations (seasonally adjusted by the CNB).
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Figure 4.6 Compensation per employee, productivity and unit 
labour costs
seasonally adjusted data, quarterly rate of change and levels 
(2010 = 100)

Note: Productivity growth carries a negative sign.
Sources: CBS and Eurostat (seasonally adjusted by the CNB).
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the second half of 2018. It is noteworthy that the wage growth 
dynamics was stronger in the private sector than in the public 
sector.

National accounts data indicate that employee compensa-
tion stagnated in the second half of 2018, after a sharp rise 
in the first two quarters. At the same time, the increase in la-
bour productivity slowed down, with unit labour costs remain-
ing mostly unchanged from the first six months of 2018. Unit 
labour costs were up by 1.3% from the second half of 2017. 
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The average annual consumer price inflation increased to 
1.5% in 2018 from 1.1% in 2017. Domestic inflationary pres-
sures from the demand side were slightly higher in 2018, as 
suggested by a modest increase in positive output gap. By con-
trast, domestic cost pressures arising from the increase in unit 
labour costs strengthened considerably. After total consumer 
price inflation picked up in the first half of the year, mainly 
due to an increase in the annual rate of growth in energy prices 
(electricity and refined petroleum products), the second half of 
the year witnessed a slowdown in inflation from 2.4% in June 
2018 to 0.8% in December 2018. This was mostly brought 
about by a slowdown in the annual growth rate in the prices of 
energy and, to a smaller extent, by the decrease in the annual 
rate of change in the prices of non-processed food and indus-
trial goods.

The deceleration in the annual increase in energy prices 

5 Inflation
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Figure 5.1 Year-on-year inflation rate and contributions of 
components to consumer price inflation

Notes: Core inflation does not include agricultural product prices, energy prices and 
administered prices. Processed food products include alcoholic beverages and tobacco.
Sources: CBS and CNB calculations.
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Figure 5.2 Indicators of current inflation trends
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Notes: The month-on-month rate of change is calculated based on the quarterly 
moving average of seasonally adjusted consumer price indices. The inflation diffusion 
index shows the share of the number of products whose prices increased in a given 
month in the total number of products, measured by a 6-month moving average, and 
is based on the monthly rates of change derived from the seasonally adjusted 
components of the HICP. 
Sources: CBS, Eurostat and CNB calculations.
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was particularly pronounced at the end of 2018 due to a sharp 
decrease in the prices of crude oil in the global market that 
passed through to domestic retail prices of refined petroleum 
products. As a result, the average price of a barrel of Brent 
crude oil stood at USD 56 in December, down by 30% from 
October. This was to a large extent due to higher supply in 
November brought about by the increase in production in the 
USA and the other largest oil producers and by the expecta-
tions of the decrease in demand prevailing in December. Over-
all, the contribution of energy to inflation fell from 1.3 percent-
age points in the middle of the year, to only 0.2 percentage 
points at the of 2018. In non-processed food, the annual rate 
of growth in the prices of vegetables, fruit and meat decelerat-
ed substantially in the second half of the year, so that the con-
tribution of this component to the overall inflation was slightly 
negative at the end of the year. The component of non-food 
industrial goods without energy has for quite some time pro-
vided only a small contribution to inflation, ranging between 
–0.1 and 0.1 percentage points in the second half of 2018.

Core inflation mildly accelerated, from 0.7% in June 2018 
to 1.0% in December 2018, mainly as a result of a moderate 
growth in the contribution of the prices of processed food (in-
cluding alcoholic beverages and tobacco) and market-based 
service prices. Faster annual growth in the prices of processed 
food in the second half of 2018 resulted predominantly from 
the faster annual increase in tobacco prices (attributable to 
the rise in the producer prices of tobacco products and excise 
duties in December). A moderate growth in the contribution 
of the prices of services to core inflation is a continuation of 
the trend observed since mid-2017. Such developments re-
flect, among other things, imported and domestic inflationary 
pressures, such as increases in the prices of refined petroleum 
products and unit labour costs. As a result, the second half of 
2018 was marked by an accelerated growth in the prices of tel-
ephone services, passenger transport by air, catering services 
and insurance connected with transport.

The implicit deflator of GDP went down from 2.1% in the 
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Figure 5.3 Deflator of GDP and its individual components 

Source: CBS.
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second quarter to 1.5% in the fourth quarter of 2018. Trade 
conditions deteriorated in the second half of 2018 due to the 
accelerated annual growth in the deflator of imports of goods 
and services and somewhat less pronounced acceleration in the 
annual growth of the deflator of exports of goods and services.

The annual inflation rate measured by the harmonised in-
dex of consumer prices (HICP) in the euro area fell from 2.0% 
in June to 1.6% in December 2018. This rise was mainly the 
result of trends seen in the prices of energy, primarily caused 
by the slowdown in the annual growth rate of refined petrole-
um products prices, from 14.7% in June to 5.9% in December. 

The contribution of food to inflation in the euro area also fell 
over the observed period. In contrast, core inflation, which ex-
cludes the prices of energy, food, alcoholic beverages and to-
bacco, edged up from 0.9% in June to 1.0% in December.

Croatia’s annual inflation rate measured by the HICP went 
down from 2.2% in June to 1.0% in December 2018. The main 
reason for this was the slowdown in the annual growth in en-
ergy prices, primarily caused by the aforementioned decrease 
in refined petroleum products prices at the end of the year. As 
a result, inflation was 0.6 percentage points lower in Croatia 
in December than in the euro area. When observing the com-
ponents, energy showed considerably lower annual growth in 
December (0.3% compared with 5.4% in the euro area), be-
cause the prices of natural gas, electricity and heating grew at 
higher annual rate in the euro area in December. Core inflation 
(measured by the HICP excluding energy, food, alcoholic bev-
erages and tobacco prices) mildly accelerated in Croatia (from 
0.9% in June to 1.0% in December), as it did in the euro area.

Table 5.1 Price indicators
year-on-year rate of change

12/17 3/18 6/18 9/18 12/18

Consumer price index and its components

Total index 1.2 1.1 2.4 1.4 0.8

   Energy 0.4 1.8 7.9 5.3 0.9

   Unprocessed food 2.6 2.1 3.8 –0.1 –0.6

   Processed food 2.0 1.1 1.5 0.9 1.9

   Non-food industrial goods 
   without energy 0.8 0.3 0.5 –0.3 0.1

   Services 1.0 1.0 1.0 1.4 1.1

Other price indicators

Core inflation 1.4 0.7 0.7 0.5 1.0

Index of industrial producer 
prices on the domestic 
market

2.1 1.2 3.4 3.4 0.5

Index of industrial producer 
prices on the domestic 
market (excl. energy)

1.0 0.5 –0.1 –0.2 –0.3

Harmonised index of 
consumer prices 1.3 1.2 2.2 1.6 1.0

Harmonised index of 
consumer prices at constant 
tax rates

1.2 1.1 2.1 1.5 0.8

Sources: CBS and Eurostat.
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Figure 5.4 Indicators of price developments in Croatia and the 
euro area 

Source: Eurostat.
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6 Current and capital account
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Figure 6.1 Current and capital account balance and its structure

a Sum of the last four quarters.
Note: One-off effects include conversion of CHF-linked loans in 2015 and bank 
provisions for loans to the Agrokor Group in 2017 and 2018.
Source: CNB.
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Figure 6.2 Goods exports (f.o.b.)
year-on-year rate of change and contributions

a Labour-intensive goods (according to the SITC) include: textile, wearing apparel, 
footwear, leather, paper, cork and wood, furniture, manufactures of metals and 
non-metallic mineral manufactures, prefabricated buildings and manufactured articles 
n.e.c.
Source: CBS.
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The surplus in the current and capital account grew slightly 
in the second half of 2018 from the same period in 2017, as a 
result of a further increase in net exports of services and, to a 
lesser extent, of improvement in total balance in the secondary 
income account and the capital account. By contrast, stronger 
growth in imports than in exports of goods resulted in a notice-
able widening of the trade deficit, which, paired with the rise of 
the deficit in the primary income account, largely offset posi-
tive developments in the current and capital account. In 2018 
as a whole, the surplus in the current and capital account stood 
at 4.0% of GDP (4.7% of GDP in 2017). The decrease in the 
surplus reflects the impact of the impairment of claims on the 
Agrokor Group on bank profit, which, if excluded, would result 
in a surplus of 3.6% of GDP in 2017, compared with 4.2% of 
GDP in 2018.

6.1 Foreign trade and competitiveness

The deficit in the international trade in goods was much 
larger in the second half of 2018 than in the same period of the 
previous year. According to the CBS data, the deficit widened 
mostly due to the rise in net imports of energy products (no-
tably oil and refined petroleum products and to a lesser extent 
electricity and other energy products) and machinery (espe-
cially electrical machinery, apparatus and appliances) as well as 
due to the deterioration in the balance of trade in medical and 
pharmaceutical products. In addition, net imports of road vehi-
cles increased. By contrast, adverse developments were coun-
teracted by smaller net imports of miscellaneous food products 
and scientific and controlling instruments.

Notwithstanding the slight rise in goods exports in the sec-
ond half from the first half of 2018, the annual growth rate 
of goods exports (3.8%) was significantly smaller than in the 
same period of 2017 (11.1%). The growth of total goods ex-
ports was mainly driven by higher exports of food products to 
Italy, other transport equipment (mostly ships) to Luxembourg 

and Finland and road vehicles to Slovenia and Germany. Ex-
ports of oil and refined petroleum products also increased 
significantly, with the contribution of energy products to the 
growth of total exports being offset by a concurrent strong fall 
in exports of electricity (to Bosnia and Herzegovina and Slo-
venia). Moreover, the largest adverse impact on export perfor-
mance was produced by reduced exports of medical and phar-
maceutical products to the USA and Belgium and power gen-
erating machinery and equipment to Bosnia and Herzegovina 
and the United Kingdom. Total exports of goods grew by 3.6% 
in 2018, that is, at a much slower rate than in 2017 (13.8%) 
on account of slower growth in foreign demand of Croatia’s 
main trading partners and the volume of global trade. 

In contrast to exports, the rise in the total imports of goods 
was slightly higher in the second half of 2018 than in the same 
period in 2017 (9.0% compared with 8.5%). The increase in 
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Figure 6.3 Goods imports (c.i.f.)
year-on-year rate of change and contributions

a Labour-intensive goods (according to the SITC) include: textile, wearing apparel, 
footwear, leather, paper, cork and wood, furniture, manufactures of metals and 
non-metallic mineral manufactures, prefabricated buildings and manufactured articles 
n.e.c.
Source: CBS.
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imports was mostly due to the rise in imports of energy prod-
ucts, in particular oil and refined petroleum products from 
Iraq, Azerbaijan and Hungary, road vehicles from Slovenia 
and the Czech Republic, machinery (mainly electrical machin-
ery, apparatus and appliances) from China and Italy and other 
transport equipment. On the back of the continued growth of 
personal consumption and investments, total imports of goods 
increased by 8.1% on an annual basis in 2018 or at a slower 
pace than in 2017 (11.1%).

Net exports of services continued to grow in the second 
half of 2018, largely owing to travel services. Revenues from 
tourism consumption of non-residents thus rose by 4.8% from 
the same period in 2017 and were accompanied by an increase 
in the number of arrivals and nights stayed by foreign tourists 
(4.3% and 2.2% respectively), primarily from Germany, the 
United Kingdom, Hungary and the USA. Despite continued 
growth, the growth dynamics of tourism revenue slowed down 
substantially from the 9.2% reported in the same period of the 
previous year, which can be attributed to increased competition 
in the Mediterranean market. In addition to tourism, strong 

growth in net exports of other services, notably telecommuni-
cation, computer and information services, as well as personal, 
cultural and recreational services, had favourable impact on 
developments in the international trade in services. 

The price and cost competitiveness of Croatian exports, 
measured by the real effective kuna exchange rates, improved 
modestly in the second half of 2018, but this was not sufficient 
to offset the deterioration in the previous half of the year. The 
depreciation of the real effective exchange rates of the kuna 
deflated by consumer prices and producer prices in the second 
half of 2018 resulted from somewhat more favourable devel-
opments in domestic prices compared to the prices of Croa-
tia’s main trading partners. Concurrently, the movement of 
unit labour costs at the level of the whole economy was more 
favourable than abroad. As a result, the real effective exchange 
rate of the kuna deflated by unit labour costs in the total econ-
omy also depreciated. Developments in the nominal effective 
exchange rate of the kuna in the second half of the year was 
only partly offset by the relatively favourable impact of domes-
tic prices and costs as the kuna strengthened slightly against 
the basket of currencies.

6.2 Income and transactions with the EU

The balance of investment income deteriorated in the sec-
ond half of 2018 from the same period in 2017 due to a no-
ticeable increase in expenditures on direct equity investment 
brought about by the improvement in the business results of 
domestic enterprises in non-resident ownership, primarily en-
terprises in real estate and telecommunication activities. At the 
same, unfavourable trends in investment income were partly 
mitigated by better business performance of foreign enterprises 
in resident ownership and lower interest expenditures on the 
external debt of domestic sectors.

The second half of 2018 witnessed a sharp increase in net 
revenues arising from transactions with the EU budget com-
pared with the same period in 2017 due to intensified use of 
EU funds and only slightly higher payments to the EU budget. 
With regard to the use of EU funds, the amount of allocated 
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Figure 6.4 Services exports
year-on-year rate of change and contributions

Source: CNB.
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Figure 6.6 Investment income

a Sum of the last four quarters, excluding one-off effects. b One-off effects include the 
conversion of CHF-linked loans in 2015 and bank provisions for loans to the Agrokor 
Group in 2017 and 2018.
Source: CNB.
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a Sum of the last four available quarters.
Notes: As regards total funds received from EU funds, only funds allocated and paid 
out to end beneficiaries are recorded in the current and capital account of the 
balance of payments, while funds received but not allocated are recorded in the 
financial account. Payments to the EU budget carry a negative sign in the figure. The 
positive value of net received and net allocated funds is the surplus over the 
payments to the EU budget.
Sources: CNB and MoF.

Funds allocated – capital (other sectors) Funds allocated – current (other sectors)
Funds allocated – capital (government) Funds allocated – current (government)
Payments to the EU budget Total funds received
Net funds allocateda – right Net funds receiveda – right

–0.6

–0.3

0.0

0.3

0.6

0.9

1.5

1.2

–100

0

100

200

300

400

900

800

500

600

700
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other series (personal transfers, other private sector income and government 
transfers) are recorded in the secondary income account.
Source: CNB.
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capital funds showed the largest increase (notably as regards 
other sectors), with the growth also being observed in the 
amount of allocated current funds. If analysed at the level of 
the whole of the year, the surplus of funds utilised from EU 
funds over payments to the EU budget increased to 1.8% of 
GDP in 2018 from 1.2% of GDP in 2017. Other income, 

which excludes transactions with the EU budget, was also 
marked by favourable trends, brought about by a noticeable 
growth in revenues from compensation of persons temporarily 
employed abroad and, to a smaller extent, the increase in rev-
enues from personal transfers from abroad.
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Figure 7.1 Yield-to-maturity on RC bonds

b) In kuna with a currency clause in euroa) In kuna without a currency clause
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Notes: The dots show the achieved yields, while other values have been interpolated. 
Data for one-year yield refer to the achieved interest rate on one-year kuna T-bills 
without a currency clause.
Source: CNB.

Notes: The dots show the achieved yields, while other values have been interpolated. 
Data for one-year yield refer to the achieved interest rate on one-year T-bills with a 
currency clause in euro. Data for the end of 2016 refer to November, while data for the 
end of 2017 refer to October.
Source: CNB.
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Figure 7.2 Short-term financing costs 
in kuna without a currency clause

Sources: MoF and CNB.
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Figure 7.3 Long-term financing costs 
in kuna with a currency clause and in foreign currency
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Note: EMBI, or the Emerging Market Bond Index, shows the spread between yields 
on government securities of emerging market economies, Croatia included, and 
risk-free securities issued by developed countries.
Sources: MoF, Bloomberg and CNB.
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7 Private sector financing

The several-year trend of improvement in the financing 
conditions of domestic sectors mostly continued in the second 
half of 2018. The costs of short-term government borrowing 
remained at the lowest level ever recorded. The interest rate 
on one-year kuna T-bills has remained unchanged since Febru-
ary 2018, standing at 0.09% in December. In the same month, 
the interest rate on one-year euro T-bills held steady at 0.00%, 
a level first recorded in May 2018. With regard to long-term 
borrowing costs, early in July 2018 the government issued the 
second tranche of the five-year kuna bond worth HRK 5.5bn 
with a yield at issue of 1.22% and a new eleven-year bond 
worth HRK 5.0bn with a yield at issue of 2.58%, or on the 
most favourable terms of financing so far. Improving financ-
ing conditions are also suggested by the yield curve for kuna 
bonds without a currency clause (Figure 7.1a) and notably by 
the yield curve for kuna bonds with a currency clause in euro 

which edged down noticeably from the end of 2017 (Figure 
7.1b).

During the second half of 2018, the average cost of gov-
ernment borrowing on the foreign market, estimated on the 
basis of the EMBI index for Croatia and the yield on the Ger-
man government bond, remained at the level of the average of 
the first half of the year, standing at 2.4% (Figure 7.3), while 
during December it was up by 0.3 percentage points from 
the end of the previous year. The credit default swap (CDS) 
was almost unchanged at the end of December from the end 
of 2017, standing at 96 basis points. As regards rating agen-
cies’ perception of Croatian risk, after two agencies upgraded 
Croatia’s credit rating from ‘BB’ to ‘BB+’ (one notch below in-
vestment grade) in the first quarter of 2018, Fitch changed the 
outlook from stable to positive in July, while Standard & Poor’s 
followed suit in September. Moody’s rating and outlook have 
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been unchanged since March 2017 at ‘Ba2’, i.e. two notches 
below investment grade with stable outlook.

The costs of corporate financing continued to fall. When 
compared with the average of the first six months of 2018, the 
average interest rate on short-term kuna loans without a cur-
rency clause fell by 0.5 percentage points in the second half of 
the year, and held steady below 4% (Figure 7.2). At the same 
time, the average interest rate on long-term corporate loans 
with a currency clause decreased by 0.2 percentage points 
(Figure 7.3) and stood below 3% for the first time in some 
months in the second half of 2018. The favourable movements 
of corporate financing costs in the second half of the year were 
also reflected in the decrease in interest rates relative to loan 
amount (Figure 7.4). Interest rates on loans above HRK 7.5m 
were considerably lower and more volatile, since such loans 
are used by a smaller number of large companies with more 

collateral and better access to alternative financing.
The interest rates on household loans on average also con-

tinued a downward trend. The average interest rate on long-
term loans with a currency clause, excluding housing loans, fell 
notably in the second half of 2018, down by 0.3 percentage 
points from the first half of 2018. Average interest rates de-
creased moderately in short-term kuna financing, but the costs 
of financing in long-term housing loans with a currency clause 
showed on average no change from the first half of the year 
(Figures 7.2 and 7.3).

The continued several-year trend of more favourable con-
ditions for corporate and household financing was due to the 
very high liquidity in domestic and international financial mar-
kets and the continued fall in the costs of funding sources of 
the Croatian banking system, with EURIBOR still in negative 
territory (Figure 2.3), while the national reference rate (NRR)1 

1	 The national reference rate (NRR) is the average interest rate paid on deposits by the banking sector. It is used as one of the benchmark inter-
est rates for determining the level of the variable component of the variable interest rate on loans, in accordance with Article 11a of the Credit 
Consumer Act (pursuant to the Act on Amendments to the Consumer Credit Act, OG 143/2013).
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Figure 7.4 Bank interest rates on loans to non-financial 
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Figure 7.5 National reference rate (NRR)
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Notes: Percentages show shares in total household loans. Loans currently undergoing 
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Source: CNB.
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Figure 7.8 Credit standards and household demand for loans

Note: Data show the net percentage of banks weighted by the share in total household loans.
Source: CNB.
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Figure 7.9 Corporate financing
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Figure 7.11 Growth of corporate placements by activity
transaction-based

Source: CNB.
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Figure 7.12 Growth in corporate loans by purpose
transaction-based 
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continued to trend downwards (Figure 7.5).
As regards the structure of interest rates, at the end of De-

cember, loans with a fixed-to-maturity interest rate (38.8%, 
Figure 7.6a) were the most represented, followed by loans 
tied to the NRR and the EURIBOR. Loans granted at an in-
terest rate fixed in a period shorter than maturity accounted 
for 14.0% of household loans, of which two thirds referred to 
fixing longer than three years. As regards corporate loans, the 
largest portion of loans had a fixed-to-maturity interest rate 
(35.5%, Figure 7.6b), while EURIBOR was the second most 
represented according to the currency structure in which the 
euro is predominant. When compared with the end of 2017, 
the shares of the fixed-to-maturity interest rate increased the 
most, i.e. by 4.6 percentage points in household loans and 3.3 
percentage points in corporate loans.

According to the results of the bank lending survey, cred-
it standards for corporate loans eased in the second and the 
third quarter of 2018, albeit at a much lower intensity than in 
the fourth quarter of 2018 (Figure 7.7). If a slight tightening 
in the second and the third quarter of 2017 is excluded, the 
developments in 2018 are a continuation of a three-year long 
trend of the easing of credit standards for corporate lending. In 
the second half of 2018, the easing of standards was on aver-
age mostly driven by the positive expectations with regard to 
overall economic developments, bank liquidity and competition 
among banks. The results of the second round of the Survey 
on the access to finance of enterprises also indicate an im-
provement in financial conditions, although for some groups 
of enterprises obstacles in the access to finance are still pro-
nounced (see Box 1 Characteristics of small and medium-sized 
enterprises in the access to finance – Survey findings). Apart 
from the decline in the last quarter of 2017, corporate demand 
for loans continued its several-year growth trend in 2018. The 
most important drivers of rising demand for loans in the sec-
ond half of 2018 were still enterprises’ needs to finance inven-
tories and working capital as well as investments, and to a less-
er extent, debt restructuring.

As regards credit standards for household loans, they 
mostly eased in the second half of 2018 (Figure 7.8), due to 

competition among banks, positive expectations regarding 
general economic developments and the reduced effect of leg-
islative changes. The considerable tightening of credit stand-
ards for household loans in the first half of the year was par-
ticularly the consequence of the application of the new Fore-
closure Act and the Decision on the additional criteria for the 
assessment of consumer creditworthiness and on the proce-
dure of collection of arrears and voluntary foreclosure which 
had an unfavourable effect on the creditworthiness of part of 
the household sector. In addition, the growth in demand for 
housing, consumer and other loans continued and now it has 
been ongoing for the more than four years, except the decrease 
in demand for housing loans in early 2017. The boost to de-
mand for both types of loans in the second half of 2018 was 
still strongly driven by consumer confidence. The demand for 
housing loans was additionally stimulated by favourable cir-
cumstances in the real estate market, while the consumption of 
durable consumer goods spurred growth in demand for con-
sumer and other types of household loans.

The total debt of non-financial corporations2 decreased in 
the second half of 2018, with all sources of financing showing 
a decline, which in case of domestic financing largely reflected 
the activation of government guarantees for loans to shipyards 
(Figure 7.9). As regards the annual dynamics, total corporate 
debt decreased slightly, by 0.1% in 2018 (transaction-based), 
due to a considerable deleveraging abroad and a modest de-
crease in other domestic debt, while corporate financing from 
domestic credit institutions rose.

Domestic credit institutions’ placements to non-financial 
corporations rose by HRK 1.7bn (1.9%) in 2018 (transaction-
based, Figure 7.10). As in 2017, the rise was entirely generated 
in the first half of 2018, while the period from July to Decem-
ber saw a decline in placements of HRK 1.4bn, brought about 
by their fall in the fourth quarter due to the activation of gov-
ernment guarantees for loans to shipyards. By contrast, the an-
nual rate of change in corporate placements calculated on the 
basis of nominal values remained negative (–1.9% at the end of 
December), mostly due to the sale of irrecoverable placements 
and the strengthening of the kuna against the euro.

2	 Non-financial corporations do not include public enterprises included in the general government sector. 
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Box 1 Characteristics of small and medium-sized enterprises in the access to finance – Survey 
findings

In 2018, the rise in corporate placements was widespread 
across various activities, with the most significant contribution 
to growth coming from accommodation and food service ac-
tivities, manufacturing and real estate activities (Figure 7.11). 
By contrast, the several-year trend of deleveraging in construc-
tion continued, picking up slightly from the previous years. As 
regards corporate loans by purpose, investment loans saw the 
sharpest rise in 2018, by almost 7% (transaction-based), while 
loans for working capital decreased slightly (Figure 7.12).

Household placements increased at an accelerated annual 
rate in 2018, reaching 6.2% (transaction-based, Figure 7.13). 
The rise in household lending was still driven by lower financ-
ing costs, growth in employment and rising consumer con-
fidence. As regards the structure of loans, all major types of 
loans grew during 2018 (Figure 7.14), with general-purpose 
cash loans accounting for about 70% of the increase in that 
period (see Box 2 Intensified growth in general-purpose cash 
loans and potential risks to financial stability).

The improvement of financing conditions, as reported by 
non-financial corporations in the second Survey on the access 
to financing of small and medium-sized enterprises (SMEs), is in 
line with the improved macroeconomic indicators and lower cor-
porate debt. However, this favourable overall assessment com-
bines diverse developments as regards the individual segments 
within the non-financial corporations sector. About 40% of SMEs 
do not use bank loans in their operations; over a half of such en-
terprises were unable to get a loan. The high share of small and 
especially young enterprises in this group confirms that obsta-
cles in the way of access to finance still pose a problem. 

The results of the first Survey on the access to finance of 
SMEs conducted in 2015 showed that SMEs in Croatia were 
unanimous in their view of the unfavourable institutional and 
business environment as the greatest hindrance to doing busi-
ness, and two thirds of enterprises claimed that the access to 
finance impedes their business to a lesser or greater extent. 

Two years later, in the second Survey, pressures on the la-
bour market took the third place among the obstacles to doing 
business, immediately after the still leading business and institu-
tional obstacles. Although during the second Survey enterprises 
emphasised improved accessibility and more diverse sources of 
financing, for some groups of enterprises, such as, for example, 
small and medium-sized and start-up enterprises, access to fi-
nance was still recognised as a problem, but in a comparison 
with the responses from the first wave of the Survey, there was 
no deterioration.

Financial characteristics of SMEs
SMEs account for over 99% of the total number of enter

prises and generate more than a half of gross value added, em-
ploying about 70% of the total number of employed persons in 
non-financial corporations.

The corporate placements of banks account for slightly less 
than a half of the total placements of banks to the private sector, 
with 60% of corporate placements directed precisely to small 
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Figure 1 Corporate placements of banks and equity according to 
the size of enterprises

Note: On 31 December 2017, total corporate placements stood at HRK 90bn, i.e. 
HRK 33bn in small, HRK 20bn in medium-sized and HRK 37bn in large enterprises, 
and the total equity (capital and reserves) of the corporate sector stood at HRK 
450bn, i.e. HRK 100bn in small, HRK 100bn in medium-sized and HRK 250bn in 
large enterprises.
Sources: FINA and CNB.
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and medium-sized enterprises, and the remaining 40% to large 
enterprises. By contrast, equity is concentrated in large enter-
prises (Figure 1). 

The sources of financing of SMEs became much more di-
verse in the previous two years, with a higher contribution of 
the absorption of EU funds. At the same time, the period was 
also marked by significant deleveraging by enterprises with re-
spect to financial institutions (Figure 2). The improved access to 
finance is also recognised in the responses given by the enter-
prises participating in the Survey.

Access to finance – Survey responses
The decision to use internal or external funds depends on 

many factors. If a hypothetical economy with a perfect mar-
ket is observed, internal (capital) and external (debt) sources of 
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financing are perfect substitutes and “a firm’s investment deci-
sions are independent of its financial condition” (Fazzari et al., 
1988).3 In practice, however, such a hypothetical economy does 
not exist, and factors such as transaction costs, tax advantages, 
administrative obstacles, asymmetric information, etc., have as 
a consequence the imperfect substitutability of internal sources 
by external sources. As a result, the cost of borrowing may differ 
from the opportunity cost of internal finance. Therefore, financial 
constraints impact real variables, such as investments, working 
capital and the growth of the enterprise, in particular for enter-
prises with insufficient internal funds.

The enterprises that face financing constraints can be ob-
jectively defined through balance sheet items, for instance, as 
enterprises whose foreseen investments exceed the available 
financing. Another direction is enterprises’ self-assessment 
through survey questions (Ferrando and Mulier, 20154; Gomez, 
20185), in which enterprises respond on the importance of bank 
financing for their operations, on obstacles caused by problem-
atic access to finance or the reasons because of which they 
could not or did not want to take a bank loan.

In the Survey on the access to finance of SMEs6, enterprises 
replied to questions about the importance of loans as sources of 
financing for their operations, with the following responses to the 
questions offered: “we used a loan” (currently or previously) and 
“we have never used a loan nor is this source important for our 
operation”. For about 40% of SMEs loans “are not important”, 
while, as expected, only 30% of large enterprises claim that for 
them loans “are not important”.

The fact that an enterprise does not use bank financing does 
not mean that the enterprise is facing financial constraints. On 
the contrary, such a financial structure may be the result of a 
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Figure 2 Corporate deleveraging shown by the ratio of financial 
liabilities and equity, according to the size of enterprises

Note: The ratio of long-term and short-term financial liabilities with respect to banks 
and other financial institutions, securities issued and equity (debt-to-equity ratio).
Sources: FINA and CNB calculation.
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deliberate business decision. For this reason, enterprises were 
asked why they did not use a bank loan, with the offered re-
sponse options: “we were not able to” and “we did not want to”. 
If the enterprises that are not using loans are observed, over a 

3	 Fazzari, S. M., R. G. Hubbard, and B. C. Petersen (1988): Financing Constraints and Corporate Investment, Brookings Papers on Economic 
Activity, Vol. (1), pp. 141-195.

4	 Ferrando, A., and K. Mulier (2015): Firms’ Financing Constraints: Do Perceptions Match the Actual Situation?, Economic and Social Review, 
Vol. 46(1), pp. 87-117.

5	 Gómez, M. G.-P. (2018): Credit constraints, firm investment and growth: evidence from survey data, No. 2126, European Central Bank, Work-
ing Paper Series.

6	 For more details, see Survey on the access to finance of SMEs – Survey findings, Macroeconomic Developments and Outlook No. 3, 2017 and 
Bulletin No. 220, 2015.

7	 Jann, B. (2014): Plotting regression coefficients and other estimates in Stata, Stata Journal Vol. 14(4), pp. 708-737; StataCorp (2017): Stata 
Statistical Software, Release 15.
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Figure 3 The share of enterprises not using a loan, of which the 
share of enterprises that cannot get a loan

Note: Calculated using the procedure which takes account of Survey weights.
Source: Survey on the access to finance of SMEs, CNB and Ipsos, 2017.
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Figure 4 Ratios associated with the determinants of 
enterprises that do not use a bank loan in operation7
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half of small and two thirds of medium-sized enterprises were 
not able to get a loan. In the group of large enterprises, only 
14% could not get a loan, of an otherwise small group of 30% of 
large enterprises that do not use loans (Figure 3).

Enterprises claimed that they could not get a loan for the fol-
lowing reasons (which are not mutually excluded): rejection of 
loan application, too long and/or too complex granting proce-
dure, too high interest and/or fee, unacceptable collateral re-
quirements and inadequate creditworthiness. The reasons for 
such a problematic access to finance can be systemic or spe-
cific to a certain enterprise.

The enterprises to which loans “are not important in opera-
tion” were analysed through the binary-choice model. The vari-
ables that explain the behaviour of these enterprises are the fi-
nancial indicators of enterprises (cash ratio, solvency, profit-to-
sales and tangibility8 as a proxy variable for collateral), and their 
demographic characteristics (size, activity and region).9

Among the determinants of the enterprises to which “loans 
are not important in operation”, in all of the combinations of 
indicators, the share of tangible assets in total assets and de-
mographic characteristics are emphasised constantly and con-
sistently. In addition, the statistical significance of the ratios 

associated with cash ratio and solvency indicates that banks di-
rect their placements towards those enterprises they estimate to 
be most likely to be able to repay. Enterprises with a stable and 
predictable cash flow have access to loans, irrespective of the 
share of tangible assets in total assets.

The Survey responses additionally suggest that young enter-
prises are hit the strongest by financial constraints. Young enter-
prises are also most frequently small, with a small share of tangi-
ble assets and, as a rule, a not very sizeable cash flow. Although 
the age of the enterprise is not explicitly included in the model, 
such findings are in line with references (Haltiwanger, 201110; Ba-
nerjee, 201411).

In conclusion, the Survey responses confirm a generally 
improved access to finance. However, small and in particular 
young enterprises face tightened financing conditions relative to 
other enterprises, in an environment in which intangible assets12 
have an increasing importance for the business performance 
of enterprises. The problem of start-up enterprises that derives 
from their lack of collateral is part of a broader issue of the fi-
nancial market development. This market is shallow, and partly 
even non-existent, precisely in those segments that should be 
directed towards the financing of such enterprises.

8	 Cash ratio = cash on hand/current liabilities; solvency = cash flow/total liabilities calculated as liabilities minus equity; profit-to-sales = (op-
erating revenues – operating expenditures)/sales revenues; tangibility = share of tangible assets in total assets.

9	 Size: total revenues ≥HRK 100.00 and (number of employees from 5 to 49 for small, 50 to 249 for medium-sized, ≥ 250 for large enterprises, 
and size according to the Accounting Act = 1, 2, 3); activity according to NACE: industry (B, C, D), construction (F), trade (G), services (H, 
I, J, L, M, P, Q, R, S); NUTS2:  Adriatic, Continental excluding Zagreb and Zagreb. 

10	Haltiwanger, J. (2011): Firm Dynamics and Productivity Growth, EIB Papers, Vol. 16(1), pp. 116-136.
11	Banerjee, R. (2014): SMEs, financial constraints and growth, BIS Working Paper, No. 475.
12	Intangibles = research and development, concessions, licences, goodwill, patents, etc.

Box 2 Intensified growth in general-purpose cash loans and potential risks to financial stability

The growth of non-collateralised general-purpose cash loans 
intensified in 2018, notably those with longer maturities due to 
greater confidence of consumers and their propensity to con-
sume durable goods. Although currency and interest rate risks for 
clients are less pronounced than in other forms of lending, re-
laxed credit standards relative to housing loans imply increased 
vulnerability of indebted households to potential shocks in the 
macroeconomic environment which, should it materialise, could 
generate major losses for banks and weaken future household 
consumption. In order to prevent excessive credit growth and ad-
ditional accumulation of risks, the CNB adopted the Recommen-
dation on actions in granting non-housing consumer loans.

Household sector borrowing began to recover in late 2016 
(see Financial Stability No. 19, Chapter 3). The rise in employ-
ment and disposable income increased the borrowing potential, 
while credit growth (measured by transactions, i.e. by the differ-
ence between new lending and existing debt repayments) picked 
up to 6.24% on an annual basis (Figure 1.b) at the end of 2018. 
Although intensified household borrowing from credit institutions 
is partly a result of the recovery of housing loans, which had be-
gun at the end of 2017 in parallel with the first government hous-
ing loans subsidy programme, the strongest impetus for the ac-
celeration in total credit growth came from general-purpose cash 
loans. Their growth has been intensifying gradually since 2016, 
reaching 12.3% on an annual basis at end-December 2018, ex-
clusively due to non-collateralised loans, which have been grow-
ing twice as fast as the average. The rise in these loans has also 

increased their share in total loans, potentially substituting for 
collateralised forms of lending (Figure 1.a).

A significant rise in non-housing loans was seen not only in 
Croatia but also in other EU countries over the past few years, 
mainly in Central and East European, most notably Slovakia and 
Slovenia (Figure 2.a). Interestingly, Croatia stands out among the 
mentioned countries with a somewhat higher share of non-hous-
ing lending (measured as the share in GDP) and a total amount 
of non-housing loans transactions exceeding 1% of GDP an-
nually. At the same time, these countries are characterised by 
the high share of owner-occupier households, which implies a 
smaller demand for housing loans (Figure 2.b). By contrast, total 
credit growth in western European countries was spurred mainly 
by the rise in housing loans, which also set the trends of total 
lending in euro area countries (see ECB box on consumer credit 
growth).

The rise in general-purpose cash loans in Croatia may be 
associated with increasing household consumption. The bank 
lending survey suggests that the demand for consumer and 
other loans increased, driven by the recovery of consumer con-
fidence and durable goods consumption. Responses from the 
Consumer Confidence Survey point to a similar conclusion, sug-
gesting that consumers increasingly consider this to be an ap-
propriate moment in which to purchase durable goods (Figure 
3.a). It is also possible that general-purpose cash loans with 
longer maturities are also partly used as a substitute for car 
loans, which most credit institutions no longer offer, or even 

https://www.hnb.hr/documents/20182/2502358/e-fs-19-2018.pdf/96fd21fc-d4af-4f45-9588-c3eae0e3d6c6
https://www.ecb.europa.eu/pub/pdf/other/ebbox201707_03.en.pdf
https://www.ecb.europa.eu/pub/pdf/other/ebbox201707_03.en.pdf
https://www.hnb.hr/en/statistics/statistical-data/financial-sector/other-monetary-financial-institutions/credit-institutions/the-results-of-the-bank-lending-survey
https://www.hnb.hr/en/statistics/statistical-data/financial-sector/other-monetary-financial-institutions/credit-institutions/the-results-of-the-bank-lending-survey
https://www.hnb.hr/en/web/guest/statistics/statistical-data/selected-non-financial-statistics/confidence-indices
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Figure 1 Household debt to credit institutions

Source: CNB.
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Figure 2 Trends in non-housing loans in EU countries, depending on:

Notes: Due to differences in the classification of loans by purpose among EU countries, the figure shows non-housing loans. The data on owner-occupancy are obtained from 
EU-SILC 2017.
Sources: ECB and Eurostat.
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Figure 3 Demand and indicators of consumption

Notes: The columns show the change in demand shown in the bank lending survey (for the determinants of demand, see survey question 15). A positive value indicates an increase 
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Sources: CBS and CNB.
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housing loans, in order to finance real estate purchase or reno-
vation in a faster and simpler way (Figure 3.b).

The characteristics of newly-granted general-purpose cash 
loans may help in the identification of the main risks associated 
with this form of borrowing. As regards maturity, loans granted 
for a period of five years or more are dominant, although loans 
with an original maturity of ten years or more grew the most over 
the past two years (Figure 4.a). In addition, a survey conducted 
by the CNB on a sample of selected banks has shown that, on 
average, loans with longer initial maturities are granted for sub-
stantially higher amounts (Figure 4.b). Furthermore, even though 
they have generally been trending downwards, average inter-
est rates on newly-granted cash loans are higher than those on 
other forms of lending. Compared with interest rates on hous-
ing loans, the second most frequent form of household lend-
ing, interest rates on cash loans are, on average, 3.5 percentage 
points higher (Figure 5.a), reflecting the risk premium calculated 
by the banks with regard to this riskier type of lending. On the 
other hand, currency and interest rate risks for clients are less 
pronounced than in other forms of lending (e.g. in housing loans) 

as newly-granted general-purpose cash loans are predominantly 
granted in kuna and at a fixed interest rate (Figure 5.b).

Furthermore, non-collateralised general-purpose cash loans 
are frequently granted within a very short period of time, some-
times without the client visiting the branch office, via mobile and 
online distribution channels. The simple manner in which such 
loans are granted, coupled with prolonged initial maturities and 
higher loan amounts, have increased the attractiveness of this 
form of borrowing. On the other hand, precisely due to the po-
tentially higher degree of risk of such loans, credit institutions 
grant them with higher interest margins, enabling an immediate 
increase in profitability and the placement of surplus liquidity.

Since the growth in general-purpose cash loans was driven 
almost exclusively by non-collateralised loans, it may be con-
sidered to pose higher risks to credit institutions than the growth 
in housing and collateralised cash loans, as credit institutions 
cannot rely on a marketable instrument of collateral such as real 
estate or financial assets. The availability of promissory notes, 
guarantors and statements of approval for attachment of in-
come mitigates risks associated with this form of lending only 
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moderately. Systemic risks associated with this type of loan de-
rive from the fact that, in the future, the number of households 
unable to meet the obligations arising from their loans may in-
crease, causing greater losses to credit institutions than collat-
eralised loans.

The second potential source of systemic risk is associated 
with the assessment of the creditworthiness of potential debt-
ors. A survey conducted by the CNB on a sample of selected 
banks has shown that credit institutions in Croatia apply more 
relaxed standards when approving general-purpose cash loans 
than they do when approving housing loans. When calculating 
client creditworthiness and maximum repayment amounts, cred-
it institutions do not apply a uniform methodology, as some of 
them take into account internally-defined minimum costs of liv-
ing, while others do it indirectly, applying the maximum allowed 
debt service-to-income ratio. In addition, the determination of 
creditworthiness in the case of cash loans, particularly for clients 
with below-average income, is carried out according to more 
lenient standards than are those used for housing loans. The 
cost-of-living levels to be included in the assessment of credit-
worthiness for housing loans is set forth in the Decision on the 
additional criteria for the assessment of consumer creditworthi-
ness and on the procedure of collection of arrears and voluntary 
foreclosure. Furthermore, the exchange of information and the 
issue of credit reports to the public, formerly carried out by the 
Croatian Registry of Credit Obligations (HROK), have been dis-
continued since the beginning of 2018, making impossible the 
inspection of a client’s debt to other credit institutions and in-
creasing the asymmetry of information in the loan market.

All of the above: the simple and fast manner in which loans 
are granted, the increase in the number of borrowers, the re-
laxed lending terms as well as the prolonged initial maturities 
could lead to an adverse selection of borrowers. For example, 
in a piece of research into consumer loans granted through an 
online service in the US, Hertzberg et al.13 (2016) found that cli-
ents opting for loans with longer maturities were more likely to 
default. It seems that such clients are more exposed to income 
shocks and thus exhibit a higher degree of risk.

The absence of collateral and a possible adverse selection 
of clients when granting general-purpose cash loans may affect 
the stock of and developments in non-performing loans (NPLs). 
A comparison with housing loans shows that in Croatia, in times 
of growing employment and income (Figure 6) debtors man-
aged to settle their obligations more easily, causing the share 
of NPLs to decline in both forms of lending. However, in the pe-
riod characterised by unfavourable economic developments and 
intensified deleveraging, the fall in employment and household 
income led to difficulties in debt repayment and greater losses of 
banks arising from non-performing cash loans, as such loans are 
more difficult to recover than housing loans. The more relaxed 
assessment of creditworthiness and longer maturities increase 

the probability of default because they contribute to the increase 
in the share of clients that will sooner than others experience 
the negative consequences of economic shocks, while the ab-
sence of collateral may cause the losses of banks associated 
with NPLs to grow.

The growing exposure of banks to non-collateralised general-
purpose cash loans constitutes a kind of accumulation of risks, 
which, should they materialise, could generate major losses for 
banks and weaken future household consumption. Optimistic 
expectations regarding debt servicing possibilities, which peak 
in economic upturns, contribute to the development of systemic 
risk, whose negative consequences can be felt only in the eco-
nomic downturn. If the existing growth of general-purpose cash 
loans continues, it could soon become excessive. This required 
action on the part of the CNB which adopted the Recommen-
dation on actions in granting non-housing consumer loans. 
Considering lower credit standards applied to cash loans than 
to housing loans, the Recommendation aims to harmonise the 
conditions for determining the creditworthiness as regards both 
types of loans with longer maturities. Hence, when granting 
non-housing consumer loans with original maturity equal to or 
longer than five years, credit institutions were recommended to 
apply the minimum costs of living that may not be less than the 
amount prescribed by the Foreclosure Act, governing the part 
of salary exempted from foreclosure. In addition, in line with the 
CNB supervisory powers, banks were requested to include po-
tential losses arising from general-purpose cash loans in their in-
ternal assessments of capital requirements and to have in place 
clear mechanisms for bonus clawback in case of excessive loss-
es stemming from such placements.
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Sources: Eurostat and CNB.
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13	Hertzberg, A., A. Liberman, and D. Paravisini (2018): Screening on Loan Terms: Evidence from Maturity Choice in Consumer Credit, The Re-
view of Financial Studies, Vol. 31, Issue 9, September, pp. 3532-3567.

https://narodne-novine.nn.hr/clanci/sluzbeni/2017_11_107_2479.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_11_107_2479.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_11_107_2479.html
https://narodne-novine.nn.hr/clanci/sluzbeni/2017_11_107_2479.html
https://www.hrok.hr/
https://www.hnb.hr/documents/20182/2043113/e-preporuka-o-postupanju-pri-odobravanju-nestambenih-kredita-potrosacima.pdf
https://www.hnb.hr/documents/20182/2043113/e-preporuka-o-postupanju-pri-odobravanju-nestambenih-kredita-potrosacima.pdf
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Figure 8.1 Flows in the financial account of the balance of 
payments

a Changes in gross international reserves net of CNB foreign liabilities.
b Sum of the previous four quarters.
Notes: Net flows mean the difference between changes in assets and liabilities. Equity 
flows comprise changes in foreign direct equity investments, reinvested earnings and 
portfolio equity investment. Positive value means net capital outflow abroad.
Source: CNB.
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Note: Net external debt is calculated as the gross external debt stock net of foreign 
debt claims.
Source: CNB.
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The net capital outflow remained almost unchanged in the 
second half of 2018 from the same period of the previous year 
(EUR 2.2bn). However, if the change in gross international re-
serves and CNB liabilities is excluded, net foreign liabilities of 
domestic sectors fell significantly more than in the second half 
of 2017 (by EUR 1.8bn compared with EUR 0.9bn) due to 
stronger growth in net external debt liabilities, while the net 
inflow of equity investments increased. By contrast, the CNB’s 
net foreign position improved considerably less than in the 
same period the year before.

The net inflow of equity investments reached EUR 1.1bn 
in the second half of 2018 as a result of a strong increase in li-
abilities (by EUR 1.3bn) accompanied by a mild increase in as-
sets (by EUR 0.1bn). The sharp growth in liabilities was for the 
most part the result of the reinvestment of earnings of domestic 
business entities in non-resident ownership, which was larger 

than in the same period of 2017 on account of the better finan-
cial results of banks and non-financial corporations in non-res-
ident ownership. The inflow of direct equity investments was 
also larger than in the same period of 2017, exclusively attrib-
utable to debt-to-equity transactions. If the above transactions 
are excluded, the inflow of direct equity investments remained 
relatively modest and was primarily seen in the real estate sec-
tor.

If the change in gross international reserves and CNB lia-
bilities is excluded, the net outflow of debt capital stood at EUR 
3.0bn in the second half of 2018. Net foreign position of other 
domestic sectors improved substantially due to a strong de-
crease in debt to affiliated creditors abroad that was only partly 
the result of the aforementioned debt-to-equity transactions. In 
addition, the net foreign position of the government improved 
distinctly on account of the repayment of international bonds 

8 Foreign capital flows
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falling due in July. The repayment was financed from funds 
raised by the issuance of new bonds in June and temporari-
ly deposited in an account with the central bank. Banks also 
improved their net foreign position, although much less than 
in the same period the year before. Moreover, the net foreign 
position of the central bank increased, albeit also much less 
than in the same period of 2017 as the increase in international 
reserves resulting from interventions in the foreign exchange 
market was offset by the withdrawal of government funds tem-
porarily deposited in an account with the central bank.

The relative indicators of external debt improved steadily 
until the end of 2018 as a result of continued deleveraging and 
the growth of the nominal GDP. At end-2018, the gross exter-
nal debt stock stood at EUR 38.8bn (75.4% of GDP), which 
is a decrease of 5.1 percentage points from the end of the first 
half of 2018. Concurrently, the decrease of the relative indi-
cator of net external debt was somewhat more pronounced, 
mainly as a result of the rise in foreign assets in the second half 
of the year. By the end of December 2018, net external debt 
fell to EUR 12.2bn or 23.8% of GDP, a decrease of 6.6 per-
centage points from the end of the first half of the year.

The net international investment position improved in line 
with the decrease in net external debt, standing at –54.1% of 
GDP at end-2018 (–61.2% of GDP at end-June). In contrast 
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Figure 8.5 International investment position (net) by sectors
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to sharp decrease in debt, which positively contributed to the 
improvement of international investment position, the growth 
in net equity liabilities produced an opposite effect.
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9 Monetary policy

However, the CNB held a structural operation in December, 
placing a total of HRK 1.4bn for a five-year term at a fixed in-
terest rate of 1.2%. This was the first structural operation car-
ried out after November 2017, and the sixth in total since the 
introduction of this instrument.

In 2018, the average surplus kuna liquidity reached HRK 
24.9bn, up by HRK 9.7bn from the average surplus recorded 
in 2017 (Figure 9.2). The rise in kuna liquidity in the system 
primarily resulted from the creation of reserve money through 
the purchase of foreign exchange from banks. Against this 
background, the average weighted interest rate in the over-
night interbank market amounted to 0.11% in 2018, almost 
the same as in 2017. In July, the interest rate dropped to 0.00% 
and transactions in the interbank market were absent in the 
rest of the year, as they were during most of 2018.

The kuna/euro exchange rate stood at EUR/HRK 7.42 at 
the end of December 2018, down by 1.3% from the end of 
December 2017, while the average exchange rate for 2018 was 
0.6% lower than in the same period of 2017 (Figure 9.3). Ap-
preciation pressures were associated with favourable balance of 
payments developments driven by growing exports and strong-
er inflows from EU funds, as well as with lower euroisation and 
the ongoing economic recovery, contributing to the reduction 
of fiscal risks and other macroeconomic imbalances. On the 
other hand, the exchange rate of the kuna against the US dol-
lar and the Swiss franc was higher in late December than at the 
end of December 2017, reflecting the weakening of the euro 
against these two currencies on global financial markets.

Gross international reserves went up by EUR 1.7bn or 
11.0% in 2018, reaching EUR 17.4bn at the year’s end (Fig-
ure 9.4). Net usable reserves also went up in the same period, 
by EUR 2.1bn, amounting to EUR 15.8bn at the end of De-
cember. The growth in reserves was mostly due to purchas-
es of foreign currency from banks and, to a lesser extent, the 
strengthening of the US dollar against the euro, as a portion of 
international reserves is held in that currency. Gross interna-
tional reserves remained at higher levels than money (M1) and 
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Figure 9.1 Flows of reserve money (M0) creation

Notes: The possibility of using Lombard credits was abolished, while the possibility of 
using overnight credits was introduced on 28 September 2017. Other foreign exchange 
transactions include the purchase of foreign exchange from and the sale of foreign 
exchange to the MoF and the EC and foreign currency swaps with banks, where the 
positive values refer to the purchase of foreign exchange by the CNB.
Source: CNB.

bi
lli

on
 H

RK

Regular and structural operations and Lombard/overnight loans 
Other foreign exchange transactions

RE
SE

RV
E 

M
ON

EY
W

IT
HD

RA
W

AL
RE

SE
RV

E 
M

ON
EY

CR
EA

TI
ON

Foreign exchange interventions

201820172011 2012 20152013 2014 2016

%

0

5

10

15

20

25

30

Figure 9.2 Bank liquidity and overnight interbank interest rate

Source: CNB.

 b
ill

io
n 

HR
K

Liquidity surplus (incl. overnight deposits with the CNB) – right
Overnight interbank interest rate 

0.0

0.5

1.0

1.5

2.0

2.5

3.0

201820172011 2012 20152013 2014 2016

Figure 9.3 Nominal exchange rates of the kuna against selected 
currencies

Source: CNB.

EUR/HRK CHF/HRKUSD/HRK

CN
B 

m
id

po
in

t e
xc

ha
ng

e 
ra

te

2011 2012 2013 2014 2015 201820172016
5.0

5.5

6.0

6.5

7.0

7.5

8.0

The CNB continued its expansionary monetary policy in 
the second half of 2018, maintaining the stability of the nom-
inal kuna/euro exchange rate. Appreciation pressures on the 
kuna, prevailing at the beginning and in the middle of the year, 
strengthened again at the end of 2018. Hence, the CNB inter-
vened vigorously in the foreign exchange market in December 
by purchasing a total of EUR 1.1bn from banks on three occa-
sions. Over the entire year, the CNB purchased a net total of 
EUR 1.8bn from banks and EUR 30.4m from the Ministry of 
Finance. In all foreign exchange transactions in 2018, the CNB 
created a total of HRK 13.6bn (Figure 9.1).

In addition, the CNB continued to conduct regular week-
ly operations at a fixed interest rate of 0.3%. However, in the 
conditions of large kuna liquidity surpluses in the monetary 
system, there was such little interest on the part of banks that 
the CNB did not place any funds at these auctions in 2018. 
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reserve money (M0).
The growth of total liquid assets (M4) continued in the 

second half of 2018 as a result of the increase in net foreign as-
sets of the CNB and the growth in net domestic assets, mostly 
driven by the upward trend in corporate and household place-
ments and net placements to the central government (Figure 
9.5).

The annual rate of the real growth in total liquid assets 
(M4) stood at 4.1% at end of December, while real money 
(M1) and reserve money (M0) grew annually by 19.4% and 
16.3% respectively (Figure 9.6). The increase in M1 was most-
ly driven by the rise in kuna funds in transaction accounts in a 
setting of low interest rates on savings and time deposits, while 
the rise in M0 primarily reflected large kuna liquidity surpluses 
created in CNB foreign exchange transactions.
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Figure 9.4 International reserves of the CNB and monetary 
aggregates

Note: Net usable international reserves are defined as international reserves net of 
the CNB foreign liabilities, reserve requirements in f/c, government foreign currency 
deposits and off-balance sheet liabilities (swaps).
Source: CNB.
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Figure 9.5 Net foreign assets, net domestic assets and total 
liquid assets (M4)
absolute change in the last 12 months
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Figure 9.6 Real monetary aggregates
index of developments in seasonally adjusted values, deflated by the 
consumer price index
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10 Public finance

Notwithstanding the materialisation of some of the nega-
tive risks which mainly included the activation of government 
guarantees issued to certain shipyards, relatively favourable fis-
cal developments continued in the second half of 2018. In the 
July-December period, the general government surplus (ESA 
2010) reached HRK 1.4bn, reflecting a performance about 
HRK 3.8bn worse than in the same period of 2017. The de-
crease of the surplus reflects a much faster growth of total 
expenditures, which, due to the enforcement of guarantees, 
edged up by 12.1% from the second half of 2017, while to-
tal revenues grew by 7.0%. The general government surplus 
in 2018 as a whole stood at 0.2% of GDP, its overall annual 
performance being more favourable than in the general gov-
ernment budget revision from December 2018 which showed 
a deficit of 0.5%.

Decomposition of the change in the nominal general 

government balance shows that the decrease of the nominal 
surplus in 2018 as a whole was adversely affected by structural 
factors (mainly due to the growth of capital transfers driven by 
the activation of government guarantees). By contrast, a posi-
tive contribution to the change in the balance came from a fur-
ther decrease in interest expenditures and, to a smaller extent, 
from the continuation of favourable cyclical developments in 
the economic activity.

The annual increase in total revenues picked up from the 
4.1% of the first half to 7.0% in the second half of 2018. Such 
developments primarily reflect a significant acceleration in the 
growth of direct taxes, which probably may be attributed to fa-
vourable trends in the labour market and better business re-
sults of economic entities. In addition, after falling on an an-
nual basis in the first half of the year, other current revenues 
grew considerably in the second half of 2018 and thus made 
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Figure 10.1 General government cumulative balance by quarters 
(ESA 2010)

Sources: Eurostat and MoF (CNB calculations).

Q1 Q2 Q3 Q4

2015

Original plan and revision 2018

2016 2017 2018

–2

–1

0

1

2

3

4

5

6

2012 2013 2014 2015 2016 2017 2018 2014-2018

pe
rc

en
ta

ge
 p

oi
nt

s

Primary structural balance Cyclical component
One-off measures Interest expenditure
Change in the nominal general government balance

Source: CNB

Figure 10.2 Decomposition of the change in the nominal general 
government balance
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Figure 10.3 Consolidated general government revenue
ESA 2010, year-on-year rate of change and contributions
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Figure 10.4 Consolidated general government expenditure
ESA 2010, year-on-year rate of change and contributions

Source: Eurostat (CNB calculations).
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a positive contribution to total revenues. Revenues from indi-
rect taxes grew on account of the continued growth of personal 
consumption and favourable developments in tourism. Favour-
able labour market trends also supported revenues from social 
contributions.

At the same time, general government expenditures in-
creased by 12.1% on an annual level in the second half of 
2018, after growing by 1.9% in the first six months. The 
growth of total expenditures was primarily driven by the rise 
in capital expenditures, up by as much as 73.5% annually in 
the second half of 2018 due to a sharp increase in expenditures 

for investments (80.3%) and capital transfers (60.5%). With 
expenditures for capital transfers strongly influenced by the en-
forcement of shipyard guarantees, the growth of expenditures 
for investments was probably stimulated by the stronger invest-
ment activity of the general government and public enterprises 
included in the general government sector. Moreover, in the 
second half of 2018, total expenditures grew also on account 
of the significant positive contribution of expenditures for so-
cial benefits, most likely under the influence of regular pension 
adjustments and additional expenditures due to the increased 
welfare for war veterans on the basis of the new Act from De-
cember 2017. Expenditures for subsidies also rose in the sec-
ond half of 2018, this category being marked by a variable in-
fra-annual dynamics of payments. Expenditures for employees 
and intermediary consumption grew at rates similar to those in 
the first half of 2018, while expenditures for interest fell on an 
annual basis on account of the improving financing conditions 
and lower financing needs of the general government.

Consolidated general government debt stood at HRK 
284.7bn at the end of 2018 or 74.6% of GDP, a decrease of 
about HRK 0.26bn from the end of June 2018. This result 
would have been even more favourable had it not been for the 
enforcement of shipyard guarantees. It seems that the level of 
debt in the second half of 2018 was also influenced by sig-
nificantly higher payments to end beneficiaries from EU funds 
in contrast to inflows from the EU budget, with the difference 
remunerated from national sources of funds. The public debt-
to-GDP ratio went down by about 3.2 percentage points at the 
end of 2018 from the end of 2017, reflecting the relatively fa-
vourable budget outturn as well as economic growth and the 
strengthening of the kuna/euro exchange rate.

–10

–8

–6

–4

–2

0

2

4

6

10

20

30

40

50

60

70

80

90

2012 2013 2014 2015 2016 2017 2018

as
 %

 o
f G

DP

as
 %

 o
f G

DP

Nominal general government balance – right
Structural balance – right
General government debt

Source: Eurostat (CNB calculations).

Figure 10.5 General government deficit and debt
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Figure 11.1 Monthly changes in international and net CNB 
reserves in 2018

Source: CNB.
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The upward trend in international reserves continued in 
2018. In strategic and tactical terms, international reserves 
management adhered to the same principles as in the previ-
ous years, with special efforts put in to adjust the structure of 
net reserves to a prolonged period of low and negative interest 
rates in the financial market and to the inflows and maturities 
in the net reserves portfolios in the best possible way, all in 
line with the objectives of reserves management. The primary 
objective of international reserves management remained the 
same, namely to ensure a high level of liquidity and safety of 
international reserves and generate adequate levels of earnings.

The Council of the CNB formulates the strategy and policy 
for international reserves management and specifies the guide-
lines, criteria and limits on risk exposures. In accordance with 
the objectives set by the Council of the CNB, the International 
Reserves Commission develops international reserves invest-
ment strategies and adopts tactical decisions taking into ac-
count market conditions and the primary objective of interna-
tional reserves management.

The CNB manages international reserves in two ways: in 
line with its own guidelines and in accordance with the obliga-
tions assumed, depending on the way in which international 
reserves are formed. The component of international reserves 
acquired through purchases of foreign currency from banks 
and the MoF, through IMF membership and through the in-
come derived from the investment of international reserves and 
other CNB assets, is managed by the CNB in line with its own 
guidelines (hereinafter referred to as ‘net reserves’).

The other component of the reserves, formed on the basis 
of deposits of the MoF, repo agreements with banks, foreign 
currency swaps in the domestic market, IMF membership and 
other assets owned by other legal persons, is managed by the 
CNB in accordance with obligations assumed.

11.1 Structure of and developments in 
international reserves

International reserves of the CNB stood at EUR 17,438.8m 
as at 31 December 2018, up by EUR 1,732.9m or 11.0% from 
the end of 2017 when they stood at EUR 15,705.9m. Over the 
same period, net reserves rose by EUR 2,084.8m, or 15.2%, 
from EUR 13,735.2m to EUR 15,820.0m.

The increase in international reserves in 2018 was brought 
about by the substantial purchase of foreign exchange from 
banks, securing the stability of the domestic currency’s ex-
change rate, earnings from reserves management and positive 
cross-currency changes caused primarily by the strengthen
ing of the US dollar vis-a-vis the euro, which led to a rise in 
the value of the US dollar share of reserves in euro terms. Net 
purchases of foreign currency by the CNB amounted to EUR 
1,839.3m in 2018, thus creating HRK 13.6bn. Almost the en-
tire amount of foreign exchange transactions was accounted for 
by foreign currency purchases from banks (EUR 1,808.9m), 
while the remaining smaller share was accounted for by net 
purchases from the Ministry of Finance (EUR 30.4m).

Securities of governments and government institutions, 
reverse repo agreements and deposits with central banks 

Figure 11.2 Foreign exchange interventions of the CNB with the 
banks, the EC and the MoF
in net amounts

Note: Positive values refer to the purchase and negative to the sale of foreign 
exchange by the CNB.
Source: CNB.
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11 International reserves management

accounted for the largest share in the structure of international 
reserves investment at the end of 2018.

The CNB invests funds with financial institutions and in 
countries with an investment grade rating; the assessment of 
creditworthiness is based on ratings issued by internationally 
recognised rating agencies (Moody’s, Standard & Poor’s and 
FitchRatings) and on an internally-developed creditworthiness 
assessment model.

In its management of international reserves, the CNB is 
governed primarily by the principle of safety and applies re-
strictions on investments in individual financial institutions and 
countries and individual instruments, which serves to diversify 
credit risk. At the end of 2018, around one half of the CNB 
international reserves were invested in countries, banks and 
institutions within the two highest credit rating categories or 
invested in the BIS and the IMF or in foreign cash in the CNB 
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Figure 11.3 Structure of international reserves investment
as at 31 December 2018

Source: CNB.
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volatility grew against the backdrop of frequent threats of trade 
war, political uncertainty in Europe and numerous geopolitical 
risks as well as the overall slowdown in global growth and the 
lack of pick-up in inflation.

During the year, the European Central Bank kept its inter-
est rates unchanged and began curtailing the securities pur-
chase programme, putting an end to it at the end of 2018. Eu-
ropean yields remained low and mostly negative, while the yield 
curve for German bonds for all maturities up to seven years 
was in negative territory at the end of the year.

In 2018, the Fed raised its benchmark interest rate to a 
range between 2.25% and 2.50% on four occasions, and con-
tinued the process of reducing its balance sheet. US yields rose 
across the entire curve in 2018 which was markedly flattened. 
The divergent trends in the monetary policies of the Fed and 
the ECB, increased political uncertainty in Europe and expec-
tations that European interest rates will remain stable over a 
longer period of time contributed to the weakening of the euro 
against the US dollar.

In these conditions and despite the fact that the unfavour-
able environment of a prolonged period of negative euro yields 
continued, the CNB ensured an adequate earnings from re-
serves management in 2018 as well. This was largely due to 
strategic and tactical decisions on international reserves man-
agement in the 2011 – 2018 period and ongoing adjustments 
of investment guidelines. Investments of net internation-
al reserves generated a total income of EUR 62.1m or HRK 
460.9m in 2018.

International reserves managed by the CNB in line with its 
own guidelines comprise the held-for-trading portfolios, the 
investment portfolios, the funds entrusted to an external man-
ager and foreign cash in the vault.

The entire euro portfolio of net reserves generated a rate 
of return of 0.18% in 2018, while the rate of return on the en-
tire dollar portfolio stood at 1.88%. If held-for-trading and in-
vestment portfolios are observed separately, the euro held-for-
trading portfolio generated a rate of return of –0.36%, while 
the dollar held-for-trading portfolio generated a rate of return 
of 2.03% in 2018. In 2018, the euro-denominated investment 
portfolio yielded a return of 0.93%, while the dollar-denomi-
nated investment portfolio yielded 1.75%.

vault.
In 2018, the currency structure of international reserves 

changed slightly in favour of the euro. The share of the euro, 
83.2% at the end of 2017, stood at 85.1% at the end of De-
cember 2018. Over the same period, the share of the US dollar 
decreased from 14.5% at the end of 2017 to 12.7%. The share 
of SDRs in the international reserves also dropped slightly, 
from 2.3% to 2.1%. The rise in the euro component of reserves 
in 2018 was due to the allocation of the entire amount of the 
growth in international reserves to the euro portfolio, as the 
amounts of dollar investments and SDRs were kept stable.

11.2 Financial markets and international 
reserves management results in 2018

Financial markets in 2018 were marked by increased vol-
atility, further tightening of the US monetary policy and the 
ending of the ECB’s securities purchase programme as well as 
by the first signs of the future rise in interest rates. The market 

Figure 11.4 Currency structure of total international reserves
as at 31 December 2018

Source: CNB.
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The held-for-trading portfolios, which account for approx-
imately 58% of net reserves, have short average maturities and 
are used as a source of liquidity. Investment portfolios, which 
account for approximately 38% of net reserves, have a longer 
average maturity and serve as a source of more stable long-
term income.

In 2018, the rate of return on the US dollar funds entrust-
ed for management to an international financial institution was 
1.95%. The entrusting of funds to an international financial 
institution enabled additional diversification and knowledge-
exchange in the field of investment management.
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12 Business operations of credit institutions

of 2015, they accounted for slightly more than a fourth). This 
is the result of low interest rates and a further fall in interest 
rates on time deposits, with a certain effect being undoubtedly 
exerted by the introduction of taxation of interest payments on 
savings in 2015.19

The quality of loans improved, mainly influenced by the sale 

The downward trend in the number of credit institutions 
present since 2010 accelerated in 2018. The number of credit 
institutions was reduced by five, and at the end of the year, 
21 banks and four housing savings banks were operating in 
the Republic of Croatia. The most significant factor was the 
merger of Splitska banka and OTP banka, making Splitska 
banka the fourth largest bank in the system in terms of assets. 
In addition, there was one branch of an EU credit institution 
operating in the country, while almost 160 institutions from 
the EU (and the EEA) notified the CNB of the direct provision 
of mutually recognised services in the territory of the Republic 
of Croatia.14 Credit institutions in foreign ownership continued 
to dominate the banking system, accounting for 90.2% of total 
assets of credit institutions.

12.1 Banks

Having decreased or been stagnant for six years, bank as-
sets increased noticeably in 2018 (4.4%, Figure 12.1). The 
structure of assets saw an increase in importance of highly liq-
uid items, reflecting high LCRs15 (161.0% at the end of 2018, 
Figure 12.4), and loans granted. The four-year decline in loans 
granted came to a halt, mainly as the outcome of stronger lend-
ing to households, in particular in the form of general-purpose 
cash loans. In order to cover potentially higher risk, the CNB 
issued recommendations on actions in granting non-housing 
consumer loans16, and credit institutions were instructed to pay 
particular attention to these loans in the course of their internal 
risk assessments. Loans to non-financial corporations edged 
down on account of the sale of claims and the enforcement 
of government guarantees issued to corporations in the ship-
building activity at the end of 2018. Increased lending at fixed 
interested rates continued, as did lending in kuna, strengthen-
ing the demand for this type of source of funds, as reflected 
in the greater attractiveness of the CNB structural operation17 
and the issuance of kuna bonds by one bank. The structural 
liquidity ratio, NSFR18, stood at 147.8%, indicating a stable 
structure of sources, which relies heavily on domestic house-
hold deposits.

Deposits of domestic sectors increased markedly in 2018, 
especially household deposits. They grew at accelerated rates, 
especially in the middle part of the year on account of the sea-
sonal impact of the tourist season. Against this background, 
the share of sources from majority foreign owners remained 
relatively low (2.9% of assets). The strengthening of kuna de-
posits and transaction account deposits continued, with the 
latter exceeding almost a half of total bank deposits (at the end 

14	Updated information on credit institutions operating in the territory of the Republic of Croatia may be found here.
15	LCR (liquidity coverage ratio) measures the ability of a bank to overcome a 30-day stress period from the aspect of liquidity and is to amount 

to at least 100%.
16	Recommendation on actions in granting non-housing consumer loans.
17	The CNB held a structural operation in December, placing a total of HRK 1.4bn to banks for a five-year term at a fixed interest rate of 1.2%.
18	NSFR (net stable funding ratio) requires banks to maintain stable sources of funding in relation to their structure of assets and off-balance 

sheet items. The final calibration of the indicator (the numerator and the denominator) is yet to be determined and banks are currently not 
required to comply with its minimum value of 100%.

19	The Act on Amendments to the Income Tax Act (OG 143/2014) introduced a tax on interest on kuna and foreign currency savings depos-
its (sight and time savings deposits and annuity savings) at a rate of 12% in 2015. Interest on the positive balance in giro accounts, current 
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Figure 12.1 Bank assets

Source: CNB.
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Note: In the period up to (including) 2017, distribution of loans into risk categories and 
impairment were governed by the Decision on the classification of placements and 
off-balance sheet liabilities of credit institutions (OG 41A/2014 and 28/2017, IAS 39), 
while since 2018 they have been regulated by the Decision on the classification of 
exposures into risk categories and the method of determining credit losses (OG 
114/2017, IFRS 9).
Source: CNB.

Figure 12.2 Share of risk category B and C loans in total loans of 
banks
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of claims. The share of non-performing loans (B and C risk 
category loans) fell below 10%, from 11.3% to 9.8% (Figure 
12.2). Non-performing loans increased early in the year due 
to the implementation of the new accounting standard for fi-
nancial instruments and the application of the new subordinate 
legislation on the classification of exposures from the beginning 
of 2018.20 As regards non-financial corporations particularly 
important was the obligation to classify loans to clients in de-
fault into the category of non-performing loans, while house-
holds were marked by the effect of provisions related to the 
pulling effect21 and the three-month probation period neces-
sary to re-classify a loan from the category of non-performing 
loans22. However, these trends changed by the end of the year 
and non-performing loans fell to 6.6% in the household sector 
and to 20.4% in the sector of non-financial corporations. In 
the sector of non-financial corporations, non-performing loans 
to manufacturing accounted for the largest share, with the sec-
ond largest share being accounted for by construction due to 
large amount of claims sold. Over the past few years, the bulk 
of credit growth in this sector was accounted for by tourism, 
i.e. by accommodation and food service activities.

The downward trend in the level of loan losses (i.e. the cov-
erage ratio between non-performing loans and impairment), 
which had started in 2017, continued in 2018. The coverage 
ratio fell to 59.4% (Figure 12.3) under the influence of the sale 
of claims with above-average coverage and the inflow of new 

loans with collection difficulties (including the reclassification 
due to the described changes in regulatory treatment), where 
the level of losses is still low. These developments outweighed 
the effects of the rules on the gradual increase in impairment, 
depending on the time elapsed since the debtor’s delinquency 
in meeting obligations. Since its introduction in late 2013, the 
coverage of non-performing loans trended up, and the rise in 
related costs motivated banks to pursue a more active approach 
in resolving non-performing loans, especially through the sale 
of claims. The total amount of the claims sold fell substantial-
ly from 2017, which was marked by record high sales, with 
claims on non-financial corporations and professional buyers 
accounting for the major shares23.

In 2018, bank profits24 grew by 44.4% on account of 
smaller credit risk expenses, with lower expenses related to 
the Agrokor Group having a key impact. In 2017, bank earn-
ings were heavily burdened by expenses related to credit risk, 
arising from operating difficulties in the Agrokor Group. With 
these expenses trending downward in 2018, ROAA and ROAE 
indicators recovered, increasing to 1.4% and 8.6% respective-
ly (Figure 12.5). However, operating profitability, i.e. profit-
ability before impairment and provisions, weakened markedly, 
decreasing from 2.2% to 1.9%. Net operating income edged 
down, due to a decline in all components, most notably net 
interest income as the main source of bank income. The influ-
ence of significant savings on interest expenses weakened, due 
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Note: See note in Figure 12.2.
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Figure 12.3 Coverage of B and C risk category loans by 
impairment
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Figure 12.4 Liquidity coverage ratio (LCR)

Source: CNB.
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accounts and foreign currency accounts is not subject to tax provided that the interest rate does not exceed 0.5% a year.
20	The implementation of International Financial Reporting Standard 9, which replaced International Accounting Standard 39, started on 1 

January 2018, making it mandatory for the CNB to adjust the national regulation on the classification of exposures and the method of deter-
mining losses (Decision on the classification of exposures into risk categories and the method of determining credit losses). The retrospective 
implementation of IFRS 9 caused banks to increase impairments and provisions for credit exposures and to report related costs (losses) within 
capital (mainly in retained earnings). Under the old standard, IAS 39, loss recognition was based on the fact that impairment is recognised 
at the moment when the loss is incurred (the so-called incurred loss model). The new standard changed the way in which loss is recognised 
in such a way that losses are recognised in the amount in which they can be expected, i.e. before they are actually incurred (the so-called ex-
pected loss model). For more information on the initial application of IFRS 9 in Croatian credit institutions, see Banks Bulletin No. 31.

21	Instead of assessing the occurrence of default at debtor level, credit institutions may opt for performing such an assessment based on an in-
dividual product for retail exposures. In that case, if balance sheet exposures in default account for over 20% of all balance sheet exposures to 
that debtor, all exposures to that debtor are considered to be in default and have to be classified into risk category B or C.

22	Exceptionally, in the case of restructured exposures, the probation period amounts to at least 12 months.
23	Sale of placements is regulated by the Decision on the sale of placements by credit institutions.
24	From continuing operations, before tax.
25	Croatian Motorways, Croatian Roads and Rijeka – Zagreb Motorway.

https://www.hnb.hr/-/odluka-o-izmjenama-i-dopunama-odluke-o-klasifikaciji-izlozenosti-u-rizicne-skupine-i-nacinu-utvr-ivanja-kreditnih-gubitaka?inheritRedirect=true&redirect=https://www.hnb.hr/pretraga?p_p_id=com_liferay_portal_search_web_portlet_SearchPortlet&p_p_lifecycle=0&p_p_state=maximized&p_p_mode=view&_com_liferay_portal_search_web_portlet_SearchPortlet_mvcPath=%2Fsearch.jsp&_com_liferay_portal_search_web_portlet_SearchPortlet_keywords=Odluka+o+klasifikaciji+izlo%C5%BEenosti+u+rizi%C4%8Dne+skupine+i+na%C4%8Dinu+utvr%C4%91ivanja+kreditnih+gubitaka
https://www.hnb.hr/documents/20182/2561265/ebilten-o-bankama-31.pdf/b1ec2e1b-fa07-49ce-bfef-6e04ca2739cc
https://www.hnb.hr/-/odluka-o-kupoprodaji-plasmana-kreditnih-institucija
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Figure 12.5 Bank return on average assets (ROAA) and return on 
average equity (ROAE)
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to the low level already reached, and the impact of interest in-
come prevailed due to declining interest rates. Interest income 
from domestic government fell at an especially sharp rate, a 
significant part of which can be attributed to early repayment 
of loans at the end of 2017 and to favourable refinancing of 
the road sector25 in April 2018. New lending activity of banks 
resulted in the moderate increase of interest income from 
general-purpose cash loans to households, while non-interest 
income decreased, mostly on account of the smaller income 
from dividends. The profitability of O-SII banks26 was mark-
edly higher than the profitability of other banks, most notably 
in three leading banks that were the only ones to report above-
average ROAA. Three banks, all from the group of small banks, 
reported a current year loss.

Total capital ratio decreased on account of the heightened 
business activities of banks and the rise in credit risk exposure. 
At the end of 2018, it stood at 22.9%, down by 0.9 percent-
age points from the end of 2017 (Figure 12.6). The average 
credit risk weight decreased slightly, to 49.4%, primarily under 
the influence of the sale of claims and despite the changes in 
the weighting of exposures to the domestic central government 
and the central bank denominated in a currency other than 
the kuna. In 2018, those exposures were no longer assigned a 
preferential risk weight of 0% but a risk weight of 20%. Own 
funds held steady, notwithstanding losses of HRK 1.4bn aris-
ing from the introduction of IFRS 9. This was largely the result 

of the inclusion of unrealised gains on assets measured at fair 
value, which in line with regulations were excluded from own 
funds until the end of 2017. Although lower, total capital ratio 
remained high, and even if all exposures became fully irrecov-
erable, it would still amount to a high 19.9%.

12.2 Housing savings banks

Due to a merger of one housing savings bank with its par-
ent bank27, the assets of housing savings banks decreased by 
one third, to only 1.3% of total assets of credit institutions. If 
the effect of merger is excluded, the assets of housing savings 
banks increased by 3.4%, the highest growth being observed in 
deposits and loans granted. The quality of loans improved as 
a result of the decrease in the share of non-performing loans 
to 1.4%. The exit of one housing savings bank from the sys-
tem weakened the profit. However, even if that effect is exclud-
ed it would decrease, to be more accurate it would halve, due 
mostly to the base period effect, i.e. the income from the sale 
of domestic government bonds in 2017 in one housing sav-
ings bank. ROAA and ROAE went down to 0.2% and 1.5% 
respectively, with one housing savings bank operating at a loss. 
Notwithstanding a considerable decrease, total capital ratio re-
mained high (24.2%).
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Figure 12.6 Bank total capital ratio

Own funds Total risk exposure
Total capital ratio – right

bi
lli

on
 H

RK

20182015 20172016

20.9
22.9

23.8
22.9

26	Other systemically important (O-SII) credit institutions are credit institution the failure or malfunction of which could lead to systemic risk 
in the Republic of Croatia. The last review of other systemically important credit institutions, carried out in January 2019, identified a total of 
seven O-SII credit institutions. More information may be found here.

27	Prva stambena štedionica d.d. merged with Zagrebačka banka d.d. on 1 June 2018.

https://www.hnb.hr/core-functions/financial-stability/macroprudential-measures/systemically-important-institutions-buffer


SEMI-ANNUAL INFORMATION FOR THE SECOND HALF OF 2018 • BUSINESS OPERATIONS OF CREDIT INSTITUTIONS36

Table 12.2 Structure of bank assets
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Cash, cash balances at central banks and other demand deposits 56,355.2 14.5 70,735.5 18.1 25.5 63,342.1 15.5 –10.5

  Cash on hand 7,706.9 2.0 8,440.2 2.2 9.5 9,274.3 2.3 9.9

  Cash balances at central banks 48,648.2 12.5 62,295.3 15.9 28.1 45,182.7 11.1 –27.5

  Other demand deposits .... .... .... .... .... 8,885.0 2.2 −

Financial assets held for trading 6,153.1 1.6 3,297.5 0.8 –46.4 4,152.8 1.0 25.9

  Derivatives 2,648.2 0.7 1,071.4 0.3 –59.5 1,233.5 0.3 15.1

  Equity instruments 82.5 0.0 74.4 0.0 –9.8 165.9 0.0 123.0

  Debt securities 3,422.3 0.9 2,151.7 0.5 –37.1 2,753.4 0.7 28.0

  Loans and advances 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Non-trading financial assets mandatorily at fair value through profit 
or loss 6,062.9 1.6 2,121.0 0.5 –65.0 724.9 0.2 –65.8

  Equity instruments 6.4 0.0 1.8 0.0 –72.0 628.4 0.2 35,024.0

  Debt securities 6,056.6 1.6 2,119.2 0.5 –65.0 0.0 0.0 –100.0

  Loans and advances 0.0 0.0 0.0 0.0 − 96.6 0.0 −

Financial assets at fair value through profit or loss .... .... .... .... .... 402.1 0.1 −

  Debt securities .... .... .... .... .... 402.1 0.1 −

  Loans and advances .... .... .... .... .... 0.0 0.0 −

Financial assets at fair value through other comprehensive income 39,753.3 10.2 45,591.8 11.7 14.7 49,130.5 12.0 7.8

  Equity instruments 544.9 0.1 608.3 0.2 11.6 649.1 0.2 6.7

  Debt securities 39,208.3 10.1 44,983.5 11.5 14.7 48,481.4 11.9 7.8

  Loans and advances 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial assets at amortised cost 267,423.0 68.8 252,017.8 64.4 –5.8 277,394.5 67.9 10.1

  Debt securities 8,671.0 2.2 4,823.6 1.2 –44.4 3,401.1 0.8 –29.5

  Loans and advances 258,751.9 66.6 247,194.2 63.2 –4.5 273,993.4 67.0 10.8

Derivatives – hedge accounting 10.8 0.0 0.0 0.0 –100.0 0.4 0.0 −

Fair value changes of the hedged items in portfolio hedge of 
interest rate risk 0.0 0.0 0.0 0.0 − 5.3 0.0 −

Investments in subsidiaries, joint ventures and associates 4,365.7 1.1 8,794.7 2.2 101.4 5,447.6 1.3 –38.1

Tangible assets 5,230.8 1.3 4,923.0 1.3 –5.9 4,327.8 1.1 –12.1

  Property, plant and equipment 4,964.2 1.3 4,633.3 1.2 –6.7 4,087.9 1.0 –11.8

  Investment property 266.6 0.1 289.7 0.1 8.7 240.0 0.1 –17.2

Intangible assets 1,211.4 0.3 1,186.6 0.3 –2.0 1,397.8 0.3 17.8

  Goodwill 74.1 0.0 74.1 0.0 0.0 74.1 0.0 0.0

  Other intangible assets 1,137.4 0.3 1,112.6 0.3 –2.2 1,323.7 0.3 19.0

Table 12.1 Ownership structure of banks and their share in total bank assets
end of period

Dec. 2016 Dec. 2017 Dec. 2018

Number of banks Share Number of banks Share Number of banks Share

Domestic ownership 11 10.3 10 9.9 10 9.8

  Domestic private ownership 8 4.0 7 3.7 7 3.6

  Domestic state ownership 3 6.3 3 6.1 3 6.2

Foreign ownership 15 89.7 15 90.1 11 90.2

Total 26 100.0 25 100.0 21 100.0

Source: CNB.
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Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Tax assets 1,166.9 0.3 1,396.0 0.4 19.6 1,009.2 0.2 –27.7

  Current tax assets 229.9 0.1 525.0 0.1 128.3 243.3 0.1 –53.7

  Deferred tax assets 936.9 0.2 871.0 0.2 –7.0 765.9 0.2 –12.1

Other assets 575.2 0.1 491.6 0.1 –14.5 976.6 0.2 98.7

Non-current assets and disposal groups classified as held for sale 413.5 0.1 780.8 0.2 88.8 392.8 0.1 –49.7

Total assets 388,721.9 100.0 391,336.4 100.0 0.7 408,704.4 100.0 4.4

Notes: As of 2018, the source of data on bank assets have been the data obtained within the statistical and prudential reporting system, compiled according to the F 01.01 form of the 
Commission Implementing Regulation (EU) No 680/2014. Based on the economic and accounting essence of each item, the data for previous periods have been adjusted to the asset 
structure envisaged in the mentioned form. It should be noted that the comparison of data is limited, to an extent, due to methodological differences.
Source: CNB.

Table 12.3 Structure of bank liabilities and equity
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Financial liabilities held for trading 2,261.2 0.6 932.3 0.2 –58.8 1,036.5 0.3 11.2

  Derivatives 2,261.2 0.6 932.3 0.2 –58.8 1,036.5 0.3 11.2

  Short positions 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Deposits .... .... .... .... .... 0.0 0.0 −

  Issued debt securities .... .... .... .... .... 0.0 0.0 −

  Other financial liabilities 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial liabilities at fair value through profit or loss 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial liabilities measured at amortised cost 324,827.5 83.6 323,870.5 82.8 –0.3 344,245.8 84.2 6.3

  Deposits 324,347.7 83.4 323,316.4 82.6 –0.3 342,734.3 83.9 6.0

  Issued debt securities 355.5 0.1 430.4 0.1 21.1 905.8 0.2 110.4

  Other financial liabilities 124.3 0.0 123.7 0.0 –0.5 605.7 0.1 389.6

Derivatives – hedge accounting 9.9 0.0 4.3 0.0 –57.0 13.1 0.0 207.8

Fair value changes of the hedged items in portfolio hedge of 
interest rate risk 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Provisions 2,243.1 0.6 2,469.6 0.6 10.1 2,470.8 0.6 0.1

 � Pensions and other post employment defined benefit 
obligations 10.9 0.0 13.9 0.0 27.5 10.8 0.0 –22.3

  Other long-term employee benefits 349.2 0.1 272.9 0.1 –21.9 347.3 0.1 27.3

  Restructuring 15.8 0.0 166.7 0.0 957.3 113.8 0.0 –31.7

  Pending legal issues and tax litigation 482.8 0.1 594.6 0.2 23.2 591.3 0.1 –0.6

  Commitments and guarantees given 1,147.4 0.3 1,258.2 0.3 9.7 1,201.7 0.3 –4.5

  Other provisions 237.0 0.1 163.3 0.0 –31.1 205.9 0.1 26.1

Tax liabilities 726.8 0.2 581.7 0.1 –20.0 226.1 0.1 –61.1

  Current tax liabilities 669.3 0.2 488.4 0.1 –27.0 132.2 0.0 –72.9

  Deferred tax liabilities 57.6 0.0 93.3 0.0 62.1 93.9 0.0 0.7

Other liabilities 3,801.6 1.0 5,295.5 1.4 39.3 3,554.4 0.9 –32.9

Liabilities included in disposal groups classified as held for sale 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Total liabilities 333,870.1 85.9 333,153.9 85.1 –0.2 351,546.7 86.0 5.5

Capital 25,584.9 6.6 26,064.7 6.7 1.9 24,516.2 6.0 –5.9

  Paid up capital 25,584.9 6.6 26,064.7 6.7 1.9 24,516.2 6.0 –5.9

  Unpaid capital which has been called up .... .... .... .... .... 0.0 0.0 −

Share premium 8,592.5 2.2 8,531.1 2.2 –0.7 8,093.5 2.0 –5.1

Equity instruments issued other than capital 0.0 0.0 0.0 0.0 − 0.0 0.0 −
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Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Other equity .... .... .... .... .... 13.6 0.0 −

Accumulated other comprehensive income 863.8 0.2 1,175.6 0.3 36.1 1,000.6 0.2 –14.9

Retained earnings 11,222.1 2.9 15,473.6 4.0 37.9 16,680.3 4.1 7.8

Other reserves 3,653.0 0.9 3,685.6 0.9 0.9 2,033.7 0.5 –44.8

 � Reserves or accumulated losses of investments in subsidiaries, 
joint ventures and associates accounted for using the equity 
method

.... .... .... .... .... 0.0 0.0 −

  Other 3,653.0 0.9 3,685.6 0.9 0.9 2,033.7 0.5 –44.8

(–) Treasury shares –95.8 0.0 –96.1 0.0 0.2 –124.1 0.0 29.2

Profit or loss attributable to owners of the parent 5,031.3 1.3 3,348.0 0.9 –33.5 4,943.8 1.2 47.7

(–) Interim dividends .... .... .... .... .... 0.0 0.0 −

Minority interests [Non-controlling interests] 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Total equity 54,851.8 14.1 58,182.5 14.9 6.1 57,157.7 14.0 –1.8

Total liabilities and total equity 388,721.9 100.0 391,336.4 100.0 0.7 408,704.4 100.0 4.4

Notes: As of 2018, the source of data on bank liabilities and equity have been the data obtained within the statistical and prudential reporting system, compiled according to the F 01.02 
and F 01.03 forms of the Commission Implementing Regulation (EU) No 680/2014. Based on the economic and accounting essence of each item, the data for previous periods have 
been adjusted to the structure of liabilities and equity envisaged in the mentioned forms. It should be noted that the comparison of data is limited, to an extent, due to methodological 
differences.
Source: CNB.

Table 12.4 Bank income statement
in reference periods, in million HRK and %

Amount
Change

Jan. – Dec. 2017 Jan. – Dec. 2018

Interest income 14,744.8 11,632.4 –21.1

  Financial assets held for trading 1,339.4 267.3 –80.0

  Non-trading financial assets mandatorily at fair value through profit or loss 48.8 4.4 –90.9

  Financial assets at fair value through profit or loss 0.0 14.3 −

  Financial assets at fair value through other comprehensive income 692.6 624.2 –9.9

  Financial assets at amortised cost 12,621.1 10,688.4 –15.3

  Derivatives – hedge accounting, interest rate risk 0.1 0.1 –14.2

  Other assets 42.7 20.9 –50.9

  Interest income on liabilities 0.0 12.8 −

(Interest expenses) 3,809.4 1,786.8 –53.1

  (Financial liabilities held for trading) 1,241.9 173.1 –86.1

  (Financial liabilities designated at fair value through profit or loss) 0.0 0.0 −

  (Financial liabilities measured at amortised cost) 2,512.8 1,510.3 –39.9

  (Derivatives – hedge accounting, interest rate risk) 2.0 4.1 109.0

  (Other liabilities) 52.7 21.9 –58.4

  (Interest expense on assets) 0.0 77.3 −

Net interest income 10,935.4 9,845.6 –10.0

Dividend income 826.3 468.4 –43.3

Fee and commission income 4,848.7 4,813.4 –0.7

(Fee and commission expenses) 1,437.9 1,550.3 7.8

Net fee and commission income 3,410.7 3,263.1 –4.3

Gains (losses) 1,392.1 1,539.3 10.6

Other operating income 452.7 330.3 –27.0

(Other operating expenses) 934.9 881.3 –5.7

Total operating income, net 16,082.3 14,565.5 –9.4
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Amount
Change

Jan. – Dec. 2017 Jan. – Dec. 2018

(Administrative expenses) 6,646.9 6,287.4 –5.4

  (Staff expenses) 3,799.5 3,668.1 –3.5

  (Other administrative expenses) 2,847.3 2,619.4 –8.0

(Depreciation) 711.1 666.7 –6.2

Administrative expenses and depreciation 7,358.0 6,954.1 –5.5

Modification gains (–) losses, net 0.0 –38.9 −

Operating profit 8,724.3 7,572.5 –13.2

(Provisions or (–) reversal of provisions) 596.0 220.4 –63.0

  (Commitments and guarantees given) 116.1 –1.1 −

  (Other provisions) 480.0 221.5 –53.8

(Impairment or (–) reversal of impairment on financial assets not measured at fair value 
through profit or loss) 3,739.8 1,635.4 –56.3

  (Financial assets at fair value through other comprehensive income) 40.4 –3.0 −

  (Financial assets at amortised cost) 3,699.4 1,638.3 –55.7

(Impairment or (–) reversal of impairment of investments in subsidiaries, joint ventures and 
associates) 317.6 82.1 –74.1

(Impairment or (–) reversal of impairment on non–financial assets) 185.9 65.8 –64.6

Impairment and provisions 4,839.4 2,003.7 –58.6

Negative goodwill recognised in profit or loss 0.0 0.0 −

Share of the profit or (–) loss of investments in subsidiaries, joint ventures and associates 
accounted for using the equity method 0.0 40.4 −

Profit or (–) loss from non–current assets and disposal groups classified as held for sale not 
qualifying as discontinued operations    19.8 31.1 57.2

Profit or (–) loss before tax from continuing operations 3,904.7 5,640.2 44.4

(Tax expense or (–) income related to profit or loss from continuing operations) 560.9 696.2 24.1

Profit or (–) loss after tax from continuing operations 3,343.8 4,944.0 47.9

Profit or (–) loss after tax from discontinued operations    4.3 –0.2 −

Profit or (–) loss before tax from discontinued operations    ... –0.2 −

(Tax expense or (–) income related to discontinued operations) ... 0.0 −

Profit (loss) for the year 3,348.0 4,943.8 47.7

Notes: As of 2018, the source of data on the bank income statement have been the data obtained within the statistical and prudential reporting system, compiled according to the F 
02.00 form of the Commission Implementing Regulation (EU) No 680/2014. Based on the economic and accounting essence of each item, the data for previous periods have been 
adjusted to the income statement structure envisaged in the mentioned form. It should be noted that the comparison of data is limited, to an extent, due to methodological differences.
Source: CNB.
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Table 12.5 Distribution of total bank exposure by risk categories
end of period, in million HRK and %

Risk (sub)
category

Dec. 2016 Dec. 2017 Dec. 2018
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A 365,032.2 3,344.5 0.9 363,088.8 3,148.2 0.9 431,573.6 3,847.4 0.9

  A-1 .... .... .... .... .... .... 402,981.7 2,404.0 0.6

  A-2 .... .... .... .... .... .... 28,591.9 1,443.3 5.0

B 28,608.9 14,274.1 49.9 26,151.7 13,254.0 50.7 23,426.7 10,909.5 46.6

  B-1 8,411.0 1,185.9 14.1 7,751.3 963.9 12.4 8,418.4 801.5 9.5

  B-2 12,168.7 6,488.8 53.3 9,908.0 5,322.0 53.7 7,962.5 4,131.0 51.9

  B-3 8,029.2 6,599.4 82.2 8,492.3 6,968.1 82.1 7,045.9 5,976.9 84.8

C 10,691.5 10,693.2 100.0 7,685.9 7,686.2 100.0 7,577.0 7,580.2 100.0

Total 404,332.6 28,311.7 7.0 396,926.3 24,088.4 6.1 462,577.3 22,337.0 4.8

Note: For the period up to (including) 2017, impairment, provisions and distribution of exposure were governed by the Decision on the classification of placements and off-balance 
sheet liabilities of credit institutions (OG 41A/2014 and 28/2017, IAS 39), while as of 2018, they have been governed by the Decision on the classification of exposures into risk 
categories and the method of determining credit losses (OG 114/2017, IFRS 9).
Source: CNB.

Table 12.6 Bank loans
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Loans

General government 50,997.2 19.5 39,883.9 16.2 –21.8 40,675.2 16.0 2.0

Non-financial corporations 83,378.8 31.9 81,808.3 33.3 –1.9 81,090.9 31.9 –0.9

  Construction 9,945.0 3.8 7,626.9 3.1 –23.3 6,596.6 2.6 –13.5

  Information and communication 1,769.0 0.7 1,540.8 0.6 –12.9 1,497.1 0.6 –2.8

  Agriculture 4,972.0 1.9 5,245.7 2.1 5.5 5,228.7 2.1 –0.3

  Real estate activities 6,009.9 2.3 5,358.2 2.2 –10.8 5,712.8 2.2 6.6

  Manufacturing 19,245.0 7.4 18,849.0 7.7 –2.1 18,700.8 7.3 –0.8

  Transportation and storage 3,057.1 1.2 3,055.4 1.2 –0.1 3,189.6 1.3 4.4

  Accommodation and food service activities 8,530.8 3.3 9,923.7 4.0 16.3 10,700.9 4.2 7.8

  Professional, scientific and technical activities 4,865.8 1.9 5,059.6 2.1 4.0 4,522.7 1.8 –10.6

  Trade 16,364.2 6.3 15,535.6 6.3 –5.1 15,337.9 6.0 –1.3

  Other activities 8,619.9 3.3 9,613.5 3.9 11.5 9,603.7 3.8 –0.1

Households 113,246.0 43.4 114,531.7 46.6 1.1 121,019.3 47.5 5.7

  General-purpose cash loans 40,734.7 15.6 42,940.9 17.5 5.4 47,698.2 18.7 11.1

  Mortgage loans 2,207.0 0.8 1,940.5 0.8 –12.1 1,848.3 0.7 –4.8

  Credit card loans 3,607.9 1.4 3,528.9 1.4 –2.2 3,643.8 1.4 3.3

  Investment loans 2,326.3 0.9 2,314.2 0.9 –0.5 2,481.4 1.0 7.2

  Overdrafts 7,422.1 2.8 6,993.3 2.8 –5.8 6,848.0 2.7 –2.1

  Housing loans 48,236.0 18.5 48,439.3 19.7 0.4 50,712.9 19.9 4.7

  Other household loans 8,712.0 3.3 8,374.6 3.4 –3.9 7,786.6 3.1 –7.0

Other sectors 13,577.6 5.2 9,641.3 3.9 –29.0 11,724.8 4.6 21.6

Total 261,199.5 100.0 245,865.3 100.0 –5.9 254,510.1 100.0 3.5

B and C risk category loans

General government 8.6 0.0 7.9 0.0 –8.1 4.5 0.0 –43.6

Non-financial corporations 23,586.3 65.4 18,172.4 65.1 –23.0 16,563.2 6.5 –8.9
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Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

  Construction 6,534.3 18.1 4,226.7 15.2 –35.3 2,939.1 1.2 –30.5

  Information and communication 925.6 2.6 296.7 1.1 –67.9 247.6 0.1 –16.6

  Agriculture 640.9 1.8 596.7 2.1 –6.9 803.5 0.3 34.7

  Real estate activities 2,154.0 6.0 1,388.5 5.0 –35.5 1,151.6 0.5 –17.1

  Manufacturing 4,814.3 13.4 3,582.9 12.8 –25.6 3,636.4 1.4 1.5

  Transportation and storage 338.1 0.9 473.0 1.7 39.9 457.0 0.2 –3.4

  Accommodation and food service activities 1,333.1 3.7 1,294.8 4.6 –2.9 948.7 0.4 –26.7

  Professional, scientific and technical activities 1,318.7 3.7 988.2 3.5 –25.1 847.9 0.3 –14.2

  Trade 4,646.5 12.9 3,435.9 12.3 –26.1 2,533.9 1.0 –26.3

  Other activities 880.8 2.4 1,889.0 6.8 114.5 2,997.5 1.2 58.7

Households 11,699.9 32.5 9,230.1 33.1 –21.1 7,941.9 3.1 –14.0

  General-purpose cash loans 3,062.8 8.5 2,560.1 9.2 –16.4 2,547.3 1.0 –0.5

  Mortgage loans 664.4 1.8 520.1 1.9 –21.7 432.7 0.2 –16.8

  Credit card loans  116.4 0.3 80.4 0.3 –30.9 76.9 0.0 –4.4

  Investment loans 510.9 1.4 386.9 1.4 –24.3 276.9 0.1 –28.4

  Overdrafts 741.5 2.1 416.5 1.5 –43.8 413.0 0.2 –0.8

  Housing loans 3,941.7 10.9 2,990.4 10.7 –24.1 2,529.6 1.0 –15.4

  Other household loans 2,662.3 7.4 2,275.8 8.2 –14.5 1,665.7 0.7 –26.8

Other sectors 750.7 2.1 484.1 1.7 –35.5 453.0 0.2 –6.4

Total 36,045.4 100.0 27,894.5 100.0 –22.6 24,962.7 9.8 –10.5

B and C risk category loans impairment

General government 3.7 0.0 2.2 0.0 –40.1 2.4 0.0 8.7

Non-financial corporations 14,912.5 64.9 11,250.5 65.5 –24.6 9,339.8 3.7 –17.0

  Construction 4,405.2 19.2 3,058.9 17.8 –30.6 2,150.0 0.8 –29.7

  Information and communication 527.6 2.3 159.1 0.9 –69.8 123.2 0.0 –22.5

  Agriculture 390.8 1.7 356.2 2.1 –8.8 420.8 0.2 18.1

  Real estate activities 1,364.8 5.9 772.0 4.5 –43.4 722.6 0.3 –6.4

  Manufacturing 2,903.7 12.6 2,186.0 12.7 –24.7 2,244.5 0.9 2.7

  Transportation and storage 186.7 0.8 173.4 1.0 –7.1 178.8 0.1 3.1

  Accommodation and food service activities 615.7 2.7 586.0 3.4 –4.8 388.5 0.2 –33.7

  Professional, scientific and technical activities 813.6 3.5 615.7 3.6 –24.3 365.3 0.1 –40.7

  Trade 3,152.4 13.7 2,252.0 13.1 –28.6 1,845.1 0.7 –18.1

  Other activities 551.9 2.4 1,091.3 6.4 97.7 900.9 0.4 –17.4

Households 7,566.7 32.9 5,611.1 32.7 –25.8 5,275.3 2.1 –6.0

  General-purpose cash loans 2,138.3 9.3 1,736.1 10.1 –18.8 1,666.6 0.7 –4.0

  Mortgage loans 396.7 1.7 320.9 1.9 –19.1 294.7 0.1 –8.2

  Credit card loans 107.9 0.5 65.4 0.4 –39.4 59.2 0.0 –9.4

  Investment loans 346.5 1.5 275.1 1.6 –20.6 216.2 0.1 –21.4

  Overdrafts 697.9 3.0 379.0 2.2 –45.7 332.2 0.1 –12.3

  Housing loans 2,506.4 10.9 1,759.2 10.2 –29.8 1,700.5 0.7 –3.3

  Other household loans 1,373.0 6.0 1,075.5 6.3 –21.7 1,005.8 0.4 –6.5

Other sectors 487.8 2.1 302.8 1.8 –37.9 219.6 0.1 –27.5

Total 22,970.6 100.0 17,166.6 100.0 –25.3 14,837.1 5.8 –13.6

Notes: Distribution by institutional sectors is performed in line with the European System of National and Regional Accounts 2010 (ESA 2010). The households sector comprises 
households and non-profit institutions serving households. Data for financial institutions and non-residents is included in the Other sectors item. In the period up to (including) 2017, 
distribution of loans into risk categories and impairment were governed by the Decision on the classification of placements and off-balance sheet liabilities of credit institutions (OG 
41A/2014 and 28/2017, IAS 39), while since 2018 they have been regulated by the Decision on the classification of exposures into risk categories and the method of determining credit 
losses (OG 114/2017, IFRS 9).
Source: CNB.
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Table 12.8 Structure of housing savings bank assets
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Cash, cash balances at central banks and other demand deposits 0.0 0.0 0.0 0.0 –75.0 201.2 3.7 3353062.6

  Cash on hand 0.0 0.0 0.0 0.0 –75.0 0.0 0.0 51.8

  Cash balances at central banks 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Other demand deposits .... .... .... .... .... 201.2 3.7 −

Financial assets held for trading 270.9 3.5 221.3 2.8 –18.3 265.3 4.9 19.9

  Derivatives 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Equity instruments 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Debt securities 270.9 3.5 221.3 2.8 –18.3 265.3 4.9 19.9

  Loans and advances 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Non-trading financial assets mandatorily at fair value through 
profit or loss 34.9 0.4 0.0 0.0 –100.0 0.0 0.0 −

  Equity instruments 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Debt securities 34.9 0.4 0.0 0.0 –100.0 0.0 0.0 −

  Loans and advances 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial assets at fair value through profit or loss .... .... .... .... .... 0.0 0.0 −

  Debt securities .... .... .... .... .... 0.0 0.0 −

  Loans and advances .... .... .... .... .... 0.0 0.0 −

Financial assets at fair value through other comprehensive income 1,965.7 25.2 2,052.8 25.9 4.4 1,026.1 18.8 –50.0

  Equity instruments 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Debt securities 1,965.7 25.2 2,052.8 25.9 4.4 1,026.1 18.8 –50.0

  Loans and advances 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial assets at amortised cost 5,482.7 70.2 5,600.4 70.8 2.1 3,934.3 72.2 –29.8

Table 12.7 Own funds, risk exposure and capital ratios of banks
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Own funds 52,568.9 100.0 53,645.3 100.0 2.0 53,474.1 100.0 –0.3

Tier 1 capital 48,859.2 92.9 50,447.8 94.0 3.3 51,004.3 95.4 1.1

  Common equity tier 1 capital 48,859.2 92.9 50,447.8 94.0 3.3 51,004.3 95.4 1.1

  �  Capital instruments eligible as common equity 
tier 1 capital 33,904.3 64.5 34,352.8 64.0 1.3 32,477.4 60.7 –5.5

  �  Retained earnings 14,278.2 27.2 18,535.6 34.6 29.8 16,770.3 31.4 –9.5

  �  Other items 676.6 1.3 –2,440.6 –4.5 − 1,756.6 3.3 −

  Additional tier 1 capital 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Tier 2 capital 3,709.7 7.1 3,197.5 6.0 –13.8 2,469.8 4.6 –22.8

Total risk exposure amount 229,271.8 100.0 225,836.3 100.0 –1.5 233,613.1 100.0 3.4

Risk weighted exposure amounts for credit, 
counterparty credit and dilution risks and free 
deliveries

202,283.2 88.2 199,205.8 88.2 –1.5 208,363.5 89.2 4.6

  Standardised approach 174,732.6 76.2 170,866.5 75.7 –2.2 177,826.3 76.1 4.1

  Internal ratings based approach (IRB) 27,550.6 12.0 28,339.2 12.5 2.9 30,537.2 13.1 7.8

Position, foreign exchange and commodities risks 4,569.6 2.0 5,148.3 2.3 12.7 4,734.1 2.0 –8.0

Operational risk 22,099.5 9.6 21,363.5 9.5 –3.3 20,347.5 8.7 –4.8

Credit valuation adjustment 319.5 0.1 118.8 0.1 –62.8 168.0 0.1 41.4

Common equity tier 1 capital ratio 21.3 − 22.3 − 4.8 21.8 − –2.3

Tier 1 capital ratio 21.3 − 22.3 − 4.8 21.8 − –2.3

Total capital ratio 22.9 − 23.8 − 3.6 22.9 − –3.6

Source: CNB.
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  Debt securities 725.9 9.3 672.7 8.5 –7.3 505.8 9.3 –24.8

  Loans and advances 4,756.8 60.9 4,927.7 62.3 3.6 3,428.5 62.9 –30.4

Derivatives – hedge accounting 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Fair value changes of the hedged items in portfolio hedge of 
interest rate risk 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Investments in subsidiaries, joint ventures and associates 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Tangible assets 1.9 0.0 2.9 0.0 49.0 3.4 0.1 17.8

  Property, plant and equipment 1.9 0.0 2.9 0.0 49.0 2.5 0.0 –11.9

  Investment property 0.0 0.0 0.0 0.0 − 0.9 0.0 −

Intangible assets 8.0 0.1 9.4 0.1 16.4 9.6 0.2 2.6

  Goodwill 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Other intangible assets 8.0 0.1 9.4 0.1 16.4 9.6 0.2 2.6

Tax assets 13.8 0.2 11.0 0.1 –20.0 8.8 0.2 –20.3

  Current tax assets 5.7 0.1 3.8 0.0 –34.3 1.7 0.0 –54.9

  Deferred tax assets 8.0 0.1 7.3 0.1 –9.8 7.1 0.1 –2.4

Other assets 31.2 0.4 15.8 0.2 –49.2 3.4 0.1 –78.8

Non-current assets and disposal groups classified as held for sale 1.9 0.0 1.1 0.0 –40.2 0.5 0.0 –56.3

Total assets 7,811.1 100.0 7,914.7 100.0 1.3 5,452.5 100.0 –31.1

Note: See note in Table 12.2.
Source: CNB.

Table 12.9 Structure of housing savings bank liabilities and equity
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

Financial liabilities held for trading 0.0 0.0 0.1 0.0 − 2.8 0.1 4456.7

  Derivatives 0.0 0.0 0.1 0.0 − 2.8 0.1 4456.7

  Short positions 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Deposits .... .... .... .... .... 0.0 0.0 −

  Issued debt securities .... .... .... .... .... 0.0 0.0 −

  Other financial liabilities 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial liabilities at fair value through profit or loss 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Financial liabilities measured at amortised cost 6,843.1 87.6 6,950.9 87.8 1.6 4,881.4 89.5 –29.8

  Deposits 6,842.1 87.6 6,949.6 87.8 1.6 4,880.4 89.5 –29.8

  Issued debt securities 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Other financial liabilities 1.0 0.0 1.3 0.0 23.5 1.1 0.0 –17.6

Derivatives – hedge accounting 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Fair value changes of the hedged items in portfolio hedge of 
interest rate risk 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Provisions 5.4 0.1 11.3 0.1 108.5 5.0 0.1 –55.2

 � Pensions and other post employment defined benefit 
obligations 0.0 0.0 0.0 0.0 − 0.0 0.0 −

  Other long-term employee benefits 1.7 0.0 2.9 0.0 70.7 2.8 0.1 –3.4

  Restructuring 0.0 0.0 4.5 0.1 − 0.0 0.0 –100.0

  Pending legal issues and tax litigation 1.2 0.0 1.7 0.0 43.0 0.9 0.0 –47.0

  Commitments and guarantees given 0.5 0.0 0.5 0.0 6.6 0.4 0.0 –30.3

  Other provisions 2.1 0.0 1.7 0.0 –15.5 1.0 0.0 –41.2

Tax liabilities 29.9 0.4 25.6 0.3 –14.4 13.4 0.2 –47.8

  Current tax liabilities 11.6 0.1 9.2 0.1 –20.4 8.7 0.2 –5.6

  Deferred tax liabilities 18.3 0.2 16.4 0.2 –10.6 4.7 0.1 –71.5

Other liabilities 95.2 1.2 76.1 1.0 –20.1 36.7 0.7 –51.7

Liabilities included in disposal groups classified as held for sale 0.0 0.0 0.0 0.0 − 0.0 0.0 −
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Total liabilities 6,973.7 89.3 7,063.9 89.3 1.3 4,939.3 90.6 –30.1

Capital 487.9 6.2 487.9 6.2 0.0 407.9 7.5 –16.4

  Paid up capital 487.9 6.2 487.9 6.2 0.0 407.9 7.5 –16.4

  Unpaid capital which has been called up 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Share premium 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Equity instruments issued other than capital 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Other equity .... .... .... .... .... 0.0 0.0 −

Accumulated other comprehensive income 108.9 1.4 97.5 1.2 –10.4 22.6 0.4 –76.8

Retained earnings 200.5 2.6 221.5 2.8 10.4 64.9 1.2 –70.7

Other reserves –6.3 –0.1 –5.4 –0.1 –14.0 7.7 0.1 −

 � Reserves or accumulated losses of investments in 
subsidiaries, joint ventures and associates accounted for 
using the equity method

.... .... .... .... .... 0.0 0.0 −

  Other –6.3 –0.1 –5.4 –0.1 –14.0 7.7 0.1 −

(–) Treasury shares 0.0 0.0 0.0 0.0 − 0.0 0.0 −

 Profit or loss attributable to owners of the parent 46.4 0.6 49.3 0.6 6.3 10.0 0.2 –79.8

(–) Interim dividends .... .... .... .... .... 0.0 0.0 −

Minority interests [Non–controlling interests] 0.0 0.0 0.0 0.0 − 0.0 0.0 −

Total equity 837.4 10.7 850.8 10.7 1.6 513.2 9.4 –39.7

Total liabilities and total equity 7,811.1 100.0 7,914.7 100.0 1.3 5,452.5 100.0 –31.1

Note: See note in Table 12.3.
Source: CNB.

Table 12.10 Housing savings bank income statement
in reference periods, in million HRK and %

Amount
Change

Jan. – Dec. 2017 Jan. – Dec. 2018

Interest income 317.6 206.0 –35.1

  Financial assets held for trading 12.2 11.6 –4.7

  Non-trading financial assets mandatorily at fair value through profit or loss 0.2 0.0 –100.0

  Financial assets at fair value through profit or loss 0.0 0.0 −

  Financial assets at fair value through other comprehensive income 63.6 29.2 –54.1

  Financial assets at amortised cost 241.0 164.2 –31.9

  Derivatives – hedge accounting, interest rate risk 0.0 0.0 −

  Other assets 0.7 1.0 45.7

  Interest income on liabilities 0.0 0.0 −

(Interest expenses) 180.6 113.0 –37.4

  (Financial liabilities held for trading) 0.0 1.1 7,346.7

  (Financial liabilities designated at fair value through profit or loss) 0.0 0.0 −

  (Financial liabilities measured at amortised cost) 180.5 111.7 –38.1

  (Derivatives – hedge accounting, interest rate risk) 0.0 0.0 −

  (Other liabilities) 0.1 0.1 104.8

  (Interest expense on assets) 0.0 0.0 −

Net interest income 137.0 93.0 –32.1

Dividend income 0.0 0.0 −

Fee and commission income 45.8 34.7 –24.2

(Fee and commission expenses) 4.9 5.1 4.1

Net fee and commission income 40.8 29.5 –27.6

Gains (losses) 6.6 –8.8 −

Other operating income 4.0 3.4 –13.9

(Other operating expenses) 22.4 18.8 –15.8
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Amount
Change

Jan. – Dec. 2017 Jan. – Dec. 2018

Total operating income, net 166.1 98.3 –40.8

(Administrative expenses) 96.7 84.2 –13.0

  (Staff expenses) 53.4 47.0 –12.0

  (Other administrative expenses) 43.3 37.2 –14.2

(Depreciation) 2.5 2.7 8.2

Administrative expenses and depreciation 99.2 86.8 –12.5

Modification gains (–) losses, net 0.0 0.0 −

Operating profit 66.8 11.5 –82.8

(Provisions or (–) reversal of provisions) 6.3 0.3 –95.9

  (Commitments and guarantees given) 0.0 –0.1 −

  (Other provisions) 6.3 0.4 –94.3

(Impairment or (–) reversal of impairment on financial assets not measured at fair value 
through profit or loss) 1.9 –2.5 −

  (Financial assets at fair value through other comprehensive income) 0.0 –2.1 −

  (Financial assets at amortised cost) 1.9 –0.4 −

(Impairment or (–) reversal of impairment of investments in subsidiaries, joint ventures and 
associates) 0.0 0.0 −

(Impairment or (–) reversal of impairment on non–financial assets) 0.4 0.0 –100.0

Impairment and provisions 8.6 –2.2 −

Negative goodwill recognised in profit or loss 0.0 0.0 −

Share of the profit or (–) loss of investments in subsidiaries, joint ventures and associates 
accounted for using the equity method 0.0 0.0 −

Profit or (–) loss from non-current assets and disposal groups classified as held for sale not 
qualifying as discontinued operations    0.0 0.0 −

Profit or (–) loss before tax from continuing operations 58.3 13.7 –76.4

(Tax expense or (–) income related to profit or loss from continuing operations) 8.9 3.8 –57.7

Profit or (–) loss after tax from continuing operations 49.3 10.0 –79.8

Profit or (–) loss after tax from discontinued operations    0.0 0.0 –100.0

Profit or (–) loss before tax from discontinued operations    ... 0.0 −

(Tax expense or (–) income related to discontinued operations) ... 0.0 −

Profit (loss) for the year 49.3 10.0 –79.8

Note: See note in Table 12.4.
Source: CNB.
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Table 12.11 Distribution of housing savings banks total exposure by risk categories
end of period, in million HRK and %

Risk category
Dec. 2016 Dec. 2017 Dec. 2018

Amount Share Amount Share Change Amount Share Change

A 5,544.2 98.7 5,663.5 98.6 2.2 5,225.7 99.2 –7.7

B 65.1 1.2 68.3 1.2 5.0 34.8 0.7 –49.1

C 10.7 0.2 9.6 0.2 –10.3 9.7 0.2 1.1

Total 5,619.9 100.0 5,741.4 100.0 2.2 5,270.2 100.0 –8.2

Note: See note in Table 12.5.
Source: CNB.

Table 12.12 Coverage of housing savings bank total exposure by impairment and provisions
end of period, in million HRK and %

Dec. 2016 Dec. 2017 Dec. 2018

Total impairment and provisions 76.0 77.8 60.3

  Impairment and provisions for risk categories B and C 27.9 28.8 23.3

  Impairment and provisions for risk category A 48.1 49.0 37.0

Total exposure 5,619.9 5,741.4 5,270.2

Coverage (%) 1.4 1.4 1.1

Note: See note in Table 12.5.
Source: CNB.
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Figure 12.7 Shares of assets, loans and deposits of the largest 
banks in total assets, loans and deposits
as at 31 December 2018

Source: CNB.
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Figure 12.8 Currency structure of loans to households
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Figure 12.9 Bank standard off-balance sheet items 
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Figure 12.11 Bank derivative financial instruments
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Figure 12.11 Bank profit (loss) from continuing operations
before taxes
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Figure 12.12 Spread
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Source: CNB.

Figure 12.13 Structure of total bank exposure distributed into risk 
categories, by portfolio and instruments
as at 31 December 2018
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Figure 12.14 Structure of bank loans to non-financial 
corporations by activities
as at 31 December 2018

Source: CNB.
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Figure 12.15 Structure of bank B and C risk category loans to 
non-financial corporations by activities
as at 31 December 2018

Source: CNB.
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Figure 12.16 Structure of bank total risk exposure
as at 31 December 2018
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Figure 12.17 Structure of bank exposure weighted by credit risk 
weights according to the standardised approach
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Abbreviations and symbols

Abbreviations

bn	 – �billion
b.p.	 – �basis points
BEA	 – U. S. Bureau of Economic Analysis
BOP	 – �balance of payments
c.i.f.	 – �cost, insurance and freight
CBRD	 – �Croatian Bank for Reconstruction and 

Development
CBS	 – �Central Bureau of Statistics
CDS	 – credit default swaps
CEE	 – �Central and Eastern European
CEFTA	 – �Central European Free Trade Agreement
CES	 – �Croatian Employment Service
CHF	 – Swiss franc
CHIF	 – Croatian Health Insurance Fund
CHY	 – Yuan Renminbi
CICR	 – �currency-induced credit risk
CPF	 – �Croatian Privatisation Fund
CPI	 – �consumer price index
CPII	 – �Croatian Pension Insurance Institute
CM	 – �Croatian Motorways
CNB	 – �Croatian National Bank
CR	 – �Croatian Roads
EBA	 – European Banking Authority
ECB	 – �European Central Bank
EEA	 – European Economic Area
EFTA	 – �European Free Trade Association
EMU	 – �Economic and Monetary Union
EU	 – �European Union
EUR	 – �euro
excl.	 – �excluding
f/c	 – �foreign currency
FDI	 – �foreign direct investment
Fed	 – �Federal Reserve System
FINA	 – �Financial Agency
f.o.b.	 – �free on board
GDP	 – �gross domestic product
GVA	 – �gross value added
HANFA	 – �Croatian Financial Services Supervisory Agency
HICP	 – �harmonised index of consumer prices
HRK	 – �kuna
HUB	 – Croatian Banking Association

incl.	 – �including
IMF	 – �International Monetary Fund
JPY	 – Japanese yen
m	 – �million
MIGs	 – �main industrial groupings
MM	 – �monthly maturity
MoF	 – �Ministry of Finance
NBS	 – National Bureau of Statistics of China
NCA	 – �National Classification of Activities
n.e.c.	 – �not elsewhere classified
NUIR	 – �net usable international reserves
OECD	 – �Organisation for Economic Co-Operation and 

Development
OG	 – �Official Gazette
R	 – �Republic
RAMP	 – Reserves and Advisory Management Program
ROAA	 – �return on average assets
ROAE	 – �return on average equity
o/w	 – �of which
PPI	 – �producer price index
Q	 – �quarter
RR	 – �reserve requirement
SDR	 – �special drawing rights
SE	 – South-East
SGP	 – Stability and Growth Pact
SITC	 – �Standard International Trade Classification
USD	 – �US dollar
VAT	 – �value added tax
ZSE	 – �Zagreb Stock Exchange
ZMM	 – �Zagreb Money Market

Symbols

–	 – no entry
....	 – �data not available
0	 – �value is less than 0.5 of the unit of measure being 

used
	 – average
a, b, c,...	– �indicates a note beneath the table and figure
*	 – �corrected data
()	 – �incomplete or insufficiently verified data
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