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REAL SECTOR
GROSS DOMESTIC PRODUCT
The index of physical volume of Real index (1995= 100)
industrial production recorded in
March 1998 was 10.9% higher than 120
that recorded in March last year, This s || —— Ongmal data

contributed to the 6.3% cumulative —— Seasonally adjusted

increase in the first quarter. Al- T
though significantly higher than the
average level amained in the first
quarter of the preceding vear, the
level of industnal production in the
first quarter of 1998 was sull 0.8%
lower than the average level of in-
dusinal producion recorded in 1997,
This was due to unfavarable seasonal
cifects ar the beginning of tus year.
Measured by the quarter-on-quarter
index, all major industnal groupings

recorded  growth. The most mpid HANUFACTURING PRODUCTION INDEX

growth was recorded in the produc- Seasonally adjusted and trend-cycle (1995=100)
ton of capitl goods (9.0%), and pro-

duction of intermediate products ex- 120
clusive of energy products . (B.79%). ~—— Sensanally adjusted | ;
The bouom end of the growth scale —— Trend-cyvle A IV

fearured the productuon of durable
goods [3.1%) and non-durable con-
sumer goods (4.5%),

In the first quarter of the year,
growth was recorded in all sectors of
the new classification of economic
acuvity, The processing industry re-
corded the mast rapid growth (6.9%,
followed by the supply af clectric en-
ergy, gas and water (6,65, while
mining and mineral extraction barely
grew at all {(1.3%). Producdon of food
et ooty
average growth of 7.7%. The most Seasonally adjusted and trend-cycle (1995 = 100)
rapid-growing sectors in processing
industry in the first quarter of the year
are production of other non-metallic
muneral products (28.3%), producnnn
of metals (28.0%), production of other
transportation vehicles (25.5%) and
recveling (22.2%), The most signifi-
cant decrease in the level of physical
production was recorded in the pro-
duction of office equipment and com-
puters (-46.8%) and the processing af
wood and production of wooden pro-
ducts, excluding furmiture (-13.8%).

Commodity trade with foreign
countres increased in March, This

115
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4 increase made up, o some degree, foe
PRODUCTION OF FOOD AND BEVERAGES the lower level ol commodity exports
Seasonally adjusted and trend-cycle (1995=100) and impons dunng the first two
months of the vear compared to last
120 year. Along with the increase i com-
US dollars, and the increase in com-
modity imports of 11.1% compared 1m
March of last year, the eoetficient of
coverage of impons with expons also
increased from 50.7% w 56.09%, Nev-
ertheless, if we look a1 the first quarter
as a whole, commaodiry exports meas-
ured in US dollars decreased by 8.4%,
while imports decreased by 5.4%.

The only industrial group with
increased exports and imporns (1o~
gether with marginal items unallo-
cated from other actvities exclusive of

ind ] ital goods. Th ;
INDEX OF PRODUCTION VOLUME IN INDUSTRY BY MAIN INDUSTRIALGROUPS [l Sicrificant decrease i smports. and

U | — Seasvually udjul.i:[;d—l_

Trend-cycle {1995 = 100) cxports was recorded 10 the energy
130 products.

s ] —— iermediate gwds| In spite of an above-average de-

—— Capital ot crease, producuon of chemicals and

L B [y . Conwumergonds | .y chemical products managed o retain

the larpest share in the procesing in-
dustry exports, which in wm ac-
counts for the majority of the ol
commodity rade. Tt was followed by
production of clothes and producuon
of other transpartanon vehicles (which
recorded 78.3% growth}, On the side
of impons, production of chemicals
and chermucal products was once
again dominant, although s impons
grew only slighdy, by 2.9%, With
31.4% impon growth, the producnon

TRANSPORTATION - GOODS l of mowr wrailers and semi-trailers was

: - the second most significant imponer.
kmﬂ“‘!iﬂjuﬂ!ﬂ il'd D‘B’Id-{}‘dl tlgqs o !m} I[ was fﬂ]l I h‘?’ d'i‘f pmdufliﬂﬂ Df

engines and equupment,

The number of employed per-
sans i processing industry decreased
in January and February, following
employment trends in the economy
as a4 whole, While employment de-
creased in the above pernod by 4.1%
on average, employment in process-

— Seasinilly adjust ' ing industry decreased by 6,67, With
) —— Trend-cyche production increasing and employ-

ment falling in processing indusry,
labor productviry inereased by 12.9%,

The areas with the largest em-
ployment within processing industry
are: the production of food and bev-
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eriges and clothing production; and
finishing and dying &f fur. Prelimi-
nary data on the average employment
in these two arcas durning the first two
months of the year indicate an above-
average decrease in employment (487
and 43% comparcd o the same pe-
riond lust year),

Indicators of developments 1n
Lransportation, warehousing and
communications in February, as well
as in January, indicate a decrease in
the number of passengers transported,
compared 1o the same months |ast
year, 'T'he number of passengers trans-
parted in February was 23% lower.
However the index of mileage traveled
was 4% higher. The cumulative indi-
cator of the pumber of passengers
tramsported in the first ve months of
the year decreased by 3.1% compared
to the same penod last vear, whale the
indicatar of mileage traveled was 1.2%
lower for the first two months of the
year compared to the same penod last
vear. The cumulauve indicator of the
guantity. of poods transported was
50% lower, while the index of ton
mileage was 14.7% lower.

Pouor wunst results in March
neutralized the posiuve trend from
the first two months of the year, 127
thousand guests armved in March,
22.2% less than the same month last
year The cumulative indicatos lor the
first quarter of the year is 318 thousand
guests, 9.5% less thun the same period
last year, Dbecause Easter holidays
camw later this year,

Alung with the decrease in the
number of guests, March broughr a
decrease in the averape number of
night-stays per viur, from 3 o L8
which represents a 7% decrease.
Henee, the number of night-stays de-
creased from 495 thousand recorded
in March 1997, to 360 thousand re-
corded in March 1998, which repre-
sents 4 27.3% decrease. Cumulative
indicator of the number of night-stays
reconded in the first three months of
the year decreased from one million
and 51 thousand recorded in 1997,
926 thousand tecorded in 19598,
which represents a |1.9% decrease,

TRANSPORTATION - PASSENGERS
Seasonally adjusted and trend-cycle (1995 = 100)

1o

oof = Sensnully adjusted |
——— Trend-ryele

E3g:8

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

200

—— Seasonally adjvsted |

180

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

3

0

' =—— Casl of living
===== Producers’ prices
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INDICES OF RETAIL PRICES, COST OF LIVING AND PRODUCERS' PRICES
Octaber 1993 =100

14

—— Hetail prices
| — Lot of lving

...

RELATIVE PRICE INDEX FOR NON-TRADABLE GOODS

{prices of services relative to goods' prices), 1992 = 100
150
140
150

1o
10
o

INDICES OF RELATIVE PRICES OF FOOD AND HOUSING
Jamuary 1992 =100

T EEE B

Note: b b5 ealralated s Ttiv of food prices anid howsiag prices 16 telal et of ving e

PRICES

Retail prices recorded a 03%
inerease in April. Compared o the
growth of retail prices recorded in
April last year, this increase is quite
significant. Tt was caused, in major
part, by an increase in the prices of
services (0.8%), which was caused
mainly by the increase in prices of tele-
communication services, Seasonal ag-
riculural products caused a 0.1% in-
crease in the prices of goods in April.
Mamely, the prices of agricultural pro-
ducts inclusive of seasonal products
grew by 335, The prices of scasonal
foodstulls nclusive of seasonal prod-
ucts increased by 0.5%, prices of bever-
ages. increased by 03%, while the
prices of other goods manly remained
stable. On the annual level, retail pri-
ces recorded a 5.9% merease, while the
rate of growth recorded since the be-
ginning of this year amounted 1o 3.2%.

The cost of hving increased in
April by 0.5%. Compared 1o April
1997, this amounts o an ncrease in
the cost of living of 7.6%. The fastest-
growing components of the cost of
living in April were services and [ood.
The increase in food costs is usual at
this time of yvear, while the increase in
services expenses was caused by the
same factor that caused retail prices w
increase; the increase in prices of tele-
COMMUNIcations services, Accommo-
dation expenses increased in Apnl by
0.5%, while the hygiene and health
expenses increased by (4%,

Follvwing three moenths of de-
creases in producers’ prices, produc-
ers' price mse by 0.2% i April com-
pared to March. Prices of energy
products (0.3%), semi-finished pro-
ducts (-0.2%) and durable consumer
praducts (-1.3%) decreased in Apnl,
while ar the same time the prices of
capimal goods and non-durable con-
sumer goods increased by 0.2%. The
price of electrical energy, gas and water
increaseid by 3.9%. This increase was
mmnly caused by an incredibly high
253% onc-month increase in the
price of the collection, purification
and distributon of water.
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EMPLOYMENT AND PAY

In March, which has in past years
been the manth with the highest un-
employment, registered unemploy-
ment  increased by 846, reaching
292 132, In the last 12 months, regis-
tered  unemployment ncreased by
7,721 persons ar 2.75%. Average un-
employment increased by 12,253 or
44% in the first quarter of the year
compared 10 the first quarter of last
year. This increase exceeds the in-
crease in the monthly index due
more rapid increase in unemploy-
ment at the beginning of 1997

Total employment decreased in
March by 2,346, falling w 1323712
emploved persons. This represents the
continuation of a trend that started at
the beginning of 1996, when 4 new
methodalagy for tracking wial em-
ployment was introduced. Compared
o March of last year, total employ-
ment decreased by 91173 or 6.4%.
The unemployment mate increased to
18.1% (compared to 18.0% in the pre-
vious monath and 16.7% in March of
last year), The 1.4 percentage point
increase in the rate of unemployment
in the lasr rwelve months was in ma-
jor part caused by the decrease in em-
ploymenr, but to a smallér extent was
alen due to the increase in registered
upemployment,

In March, wages decreased for
the third consecutive month. Average
nominal net wages decreased by 26
kuna or 105, which, along with the
increase in the cost of living of [L5%,
gives a total decrease of 1.5%. Com-
pared o the Girst quarter of last year,
real net wages increased by 5.3%. Av-
erage gross wages decreased in March
by 1.7%, while the index of the first
quarter average showed the real
growth of 6.7%.

MONETARY
DEVELOPMENTS

Data on monetary and eredin de-
velopments in the first quarter of the
vear do not indicate a slowdown n
the growtdy of credit, nor a decrease in
the intensity of banks' foreign indebe-

NUMBER OF THE UNEMPLOYED

00,000

REAL AVERAGE GROSS WAGE
Constant prices, January 1994
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MONEY SUPPLY
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edness, The growth of wtal liguid as-
sets was very moderate in March,

Total credit grew in March by
1.6 billion kuna (e, 1.2%) compared
to the end of February, reaching 52
billion kuna. The annual growth of
tootal credit (March 1998/ March 1997)
was 43.7%, ie. the same as in 1997,
The growth of total credit was
equally divided berween the enter-
prise sector [0L7 ballion kuna) and the
houschold sector {006 billion kuna).
Also, growth was almost evenly di-
vided Detween growth in long-term
credit (0.7 billion kuna) and in credit
up to one year (006 billion kuna),

Foreign indebtedness of com-
mercial banks increased continuously
throughout March, and even some-
what faster than before. Commercial
banks’ foreign liabilities grew o 14
billiom kuna (9.2%). Along with the
very mild increase in fureign assets
(0.4 Lilhon kuna), commercial banks'
net foreign assets coptinued o de-
creaye, wmounting o 0.1 billion kuna
at the end of March.

The majority of the increase in
loreign labilities came (rom increases
in long-term credit granted by foreign
banks in foreign currency (8 billion
kuna). Short-term credit grunted by
foreign banks increased by 0.1 billion
kuna,

March is the fifih consecutive
manth of rapid increase in banks” for-
cign indebtedness {at an average of
almaost | billion kuna per month). As
the data for March showed, an
avtonumous slowdown ol growth of
total credit and banks' foreign indeti-
cdness 15 [ar from fmmiment. This
fact justilics the additional measures
introduced by the Croatan National
Bank at the beginning of April. As a
reminder: due to the fuct that last
vear's large credit expansion signifi-
cantly contributed to the increase in
the current account deficit o 11.8%
ol the Gross Domestie Product, the
Croatan National Bank introduced
certain capital restrictions on the in-
fow of short-term capital,

Having identificd the increase in
loreign indebtedness as a primary
source ol growth of domestic eredin,
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the Croatian Nauonal Bank intro-
duced mandatary deposits an loans
received from abroad. The deposis
were ser at 30% of the amount of the
loan for shor-term loans, at 5% for
long-term loans, and ar 15% for bank
guarantees, Preliminary data for the
first 1en days of Apnl show an in-
crease in Total credit of ooly 130 mil-
lion buna. Should such slower growdh
continue throughout the remainder
of Apnl, a sgmifican: decrease in
banks' credit activity would be im:
plied. However, evaluation of these
cffccts will have to wait untl final
data arc available,

The central grvernment contin-
ued to decrease its (net) habilides 1o
the banking system throughout
March. The total decrease in the ban-
king systern’s net cluims on central
government amaounted o | billion
kuna (7.8%) in the first quarter of the
year,

Toal liguid assets recorded mo-
derate growth in March, However,
this was still slightly more rapid than
growth had been in the last couple of
months. Following a two-month de-
crease, deposit money of the enter-
prise sector ncreased by 0,35 bilhon
kuna (5,6%). Along with the suagna-
van of currency in crculaton, this
resulied inoa mild increase in the
money supply (of (4 billion kuna),
which had been decreasing since Die.
cember 1997,

Fareign currency deposits grew
by a moderate 0.5 billion kuna, and
almost all af this growth came in the
item time deposits of the household
sector, Shor-term (0.2 Wllion kuna)
and long-term tme depasits of the
houschold wcor (03 billion kuna)
prew approximately the same amount,
Kuna savings decreased shightly in
March compared 1o February

The central bank intervened in
the market via kuna transacuons with
deposit money banks, The balance of
credit 1o the centrdl bank remains
zero. Liabdljties show the elfects of
new instruments - National Bank
foeesgn currency bills and compulsory
deposits on credits recerved from
abroad as well as on deposits and
bank puaraniees issued

DMB's DOMESTIC CREDITS
Constant prices, January 1994
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(NB's FOREIGN EXCHANGE RESERVES
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CNB BILLS, TREASURY BILLS OF THE MINISTRY OF FINANCE AND AND DMB'S
FREE RESERVES AT THE CNB

1,000

millions of kupa

The high level of credit granted
by the Croatian Naticnal Bank o
commercial banks {600 million kuna')
was caused in the first place by the
500 million kuna liquidity loan gran-
ted o the Dubrovadka Banka, for en-
sure umely execution of its kuna and
foreign exchange liabilities.

Daily Lombard credit used aver-
aged 45 million kuna, roughly twice
a5 much 4 in the previous month.
Adding the repurchase of treasury
bulls of 76 million kuna, which comes
due on 5 May, we can say that banks'
have had significant use of secondary
sources. of liquidity throughour the
month of Apnl.

Cash was at the high level of 5.3
mallion kuna around the end of April
due 1o pre-holiday increase.

Banks' legal reserve require-
ments increased due o the introduc-
ton of the mandatory deposits on
foreign currency deposits accepted, as
well as on credit received from abroad
and bank guarantees issued. Banks
held 253 mallion kuna in all the above
accounts, of which 2.5 million resulted
from the use of credit and gouarantees
issued, and the rest resulted from for-
eign currency deposits. In spite of the
addinonal liquidity burden caused by
these measures, banks' giro accounts
with the Croapan Nauonal Bank
were al the sausfactorily high level of
563 million kuna per day on average
dunng the meath.

Aucnons of the new instrument,
foreign exchange Navonal Bank bills,
were held twice in April, and were
weell-recerved by depasit money banks.

The total amount of Nanonal
Bank foreign exchange bills held by
banks amounted o 35 mullion Ger-
man marks and 9 million US dollars
at the end of Apnl, As a reminder we
should note that the intention behind
the introduction of this new nstru-
ment was to create another channel
for “stcrilizavon” of foreign currency
inflow, ie. to redirect these funds
away from domesuc credits. Prelim-
nary data for April give reason w
hope that these new instruments have
becn successful.

" All dam eler to Apnl 28, 1998
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EXCHANGE RATE

The trend af depreciaton of the
kuna, which began this February,
continued throughout Aprl. In Aprl,
the kuna depreciated relative to the
German mark by 0,955, in March by
0605, pe. in total by 1.8% from the
beginning of the year. The mean ex-
change rate of the Croatian Navonal
Bank reached 3.5757 kuna for one
German mark 10 April. The kuna
appreciated on only ™wo occasions
durmg the manth of April; immedi.
ately before the holidays and once in
the second hall of April, In all other
days of the month, the kuna depreci-
ated relative to the German Mark.

Such exchange rate developments
can sull be considered scasonal, due
to the fact that the demand for for-
cign currency on the foreign ex-
change market exceeded supply. The
coming tourst scason should most
certainly increase the supply of for-
eign currency on the market, which is
expected wociuse an appreciation of
the kuna.

The seasonal characteristics of
the exchange mite of the German
mark were much stronger this year
than in 1997, Last year the kuna also
depreciated in March and Apnl, but it
appreciated on 3 number of Gecasions
throughout that period, and the total
depreciation recorded in the period
was less than halfa percent.

Nominal depreciation also Te-
sulted in a depreciation of the real
effecuve exchange rate. The real ef-
fective exchange mte deflated by pre-
ducers’ prices depreciated by 1.72%
during the first guarter. This was
caused by the depreciarion of the
nominal exchange rate, as well as by
the decrease in producers’ prices in
March. This depreciation of the real
effective exchange rate most certainly
increased the potenual competitive-
ness of Croatian exports. The real ef-
fectve exchange rate of the kuna de-
flated by retail prices appreciated by
1.58% in the first guarter as a whole,
while it depreciated by 038% in
March.

INDICES OF DAILY KOMINAL EXCHANGE RATES OF
KUNA VS, DEM AND USD, {January |, 1995=100)
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INDEX® OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
(IREER 1 - with retai prices, IREERD -with producers’prices), January 1994 =100
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BALANCE OF PAYMENTS

In 1997, the deficit on the cur-
rent account of the balance of pay-
ments inereased 1o USD 2,3 billion.
The share of the current account
deficit in the Gross Mauonal Product
mereased from 4.5% w 11.8% in
1997, The increase in the merchan-
dise wrade deficit to USID 5,072.5 mil-
lion, due 1o the growth in commodity
impars, had the most significant ne-
gative cffect on the current account
In addition, transfers to the central
government also recorded a signifi-
cant decrease with the improved
milmary situavon e the country, At
the same Hme, net revenues on trade
in services mcreased to USD 2,022.1
mallion {an annual increase of 14.6%,
caused by the increase in tourist reve-
s

The means of deficit financing
also changed in 1997, Whereas in
1996, the current account deficit was
mainly financed by the net decrease
in forcign assets of all other sectors, in
1997 there was a significant increase
in foreign indebtedness (USD 2,25
billion). The reason for this increuse
in forcign indebtedness was the in-
vestment grade credit rating recerved
by Croata. which significantly de-
ereased the price of foreign debt for
OUF CoLLnLry.

International reserves of the
Croatian Natdonal Bank increased
1997 by USD 225 nullion, a 46.3%
smaller increase than in the year be-
fore. This decrease was panly caused
by the increase in the exchange rate of
the dollar relative to other currencies.
At the end of 1997, the international
reserves of the Croatan National Bank
were enough to cover 2.8 months
worth of imponts of goods and serv-
wes, The item net errors and ons-
sions amounted to only USD 2993
million w 1997, which supports the
decision to change the methodology
of compilaton of the balance of pay-
ments.

Merchandise trade recorded a
higher (0.6%) deficie duning the first
quarter of 1998 than i the same pe-
riod last year. In March of this year,
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exports were 22.7% higher than i
Mach 1997, Imports also inereased by
11.1 percent.

MONEY MARKET
AND INTEREST RATES

The signilicant growth in aver-
age daily interest rates on the Zapreb
Money Market reflects liquidity
problems in April. The daily averages
pscillated between 18 and 14.3%
during the manth, with the mean
value of daily averages for the month
shightly nearer the upper bound. The
deterioration of the liquidity situation
i1 the first half of the month was ex-
pected, due o Easter holidays, Flow-
ever the imbalance of supply and de-
mand for money in the second half of
the month was significantly on the
side of the demand, which most cer-
tamly was the main cause of the con-
tnued increase in average daly inter-
est rates, The deteriomnon in liqud-
iy also changed the structure of tran-
sactions in the money market, Call
money prevailed, with the price ex-
ceeding 13% near the end of the
manth {enly a month ago the interest
rate on call money was 109%), Time
loans were mare both in number and
by wrnover. Mevertheless, regardless
of the very small volume, interest
rates on time loans alse grew by 210 3
percentage points compared 1o March
1998; Due 1o the deterioraton of li-
quidity of the banking system in
Apnl, banks continuously used Lom-
bard credits. Near the end of the
month, the Croatian Nauonal Bank
intervened with o Repo aucuon of
Matonal Bank bills, for the purpose
of a short-term improvement of the
liquidity situation. Flowever, no
even the Repo auction could improve
the (imjbalance berween the supply
and demand for maney. Consequen-
tly, the average daily intersst rate re-
mained at the very high level of 13,55,

The novelty on the short-term
securities market s the introducton
of Mational Bank forsign currency
bills, which can be purchased in
German marks or US dollars for pe-

ANNUAL INTEREST RATE ON THE TAGREB MONEY MARKET
Daily data
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DMBs' AVERAGE INTEREST RATES ON DEPOSITS
Annual level
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nods of 63, 91, 182 and 364 days. The
first two auctions of forcign currency
treasury bills were held in April. For-
cign currency treasury lls in DEM
and USD yielded 3.435% and 5.47%
respectively for 63 days, 3.45 and
5.50% for 91 days and 3.55 and 5.53%
for 182 days. Interest ratcs on the
kuna bills of the Croatan National
Bank, as well as on Treasury Bills of
the Ministry of Finance, both in-
creased, CNE bills yielding 9.20% for
15 days, 10.34% for 91 days and
10.40% for 182 days, continue to be
very profitable investments for com-
mercial banks, since they serve as
good coverage in case ol liquidity
problems. Treasury Bills of the Min-
istry of Finance bmugh[ 9.20% inter-
est for 42 days, and 10.50% for 21
days in April.

Commercal banks” lending rates
moved in very diverse directions
throughout the month of March. The
average interest rate on kuna loans
without the currency clause, increased
by 0.3 percentage points, reaching
14.81% (short-term loans 14.84%,
long-term loans 14.04%). The average
interest rate on kuna loans with the
currency clause decreased slightly,
reaching 15.16% (short-term  loans
16.90%, long-term loans 12.37%). The
average interest rate on foreign ex-
change credit decreased by 0.9 per-
centage points, curmently holding at
14.62%.

March brought a slight increase
in average interest rates on kuna de-
posits (now at 4.519), as well as a
mald decrease in the average interest
rate on foreign currency deposits. The
average interest rate on loreign cur-
rency deposits decreased by (L1 per-
centage points, reaching 5.45%.

The consequence of the increase
in interest rates on kuna loans with-
out the currency clause and of the
stagnation of interest rates on kuna
deposits is an expansion of the inter-
est rate spread. The interest rate
“spread” grew by almaost (1.3 percent-
age poinis in March compared w
February, and is now at 10.30 per-
CEnLage Points.
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STATE BUDGET
OUTTURN OF CENTRAL GOVERNMENT BUDGET

For the third consecutve month
since the beginning of 1998, the central 4,000
government recorded a '5I..L!'|Zl|1.l_"-. With 8500 fremr e
the 227 million kuna surplus recorded 1] e —
in March, the wal surplus of revenues 2500
over expenditures in the first quarter of E 3,000
the year amounts o 600 million kuna. ~-spes [ Revense and grants
Durnng the same period last year, the y —— Expendinure and oef lembing
central goveeninent: rocsnded 2 1,200 £ LD Rt Surplus/delieit
millim h.“]‘ dfﬁch Thi,,'. :r'ﬁ_r‘j dﬂp’tl- ﬂu e e it b e 2 p— R L S PP Y
opments in the central govermnment 0

budget refleet higher and more effec- B0
tive collection of revenucs compared to
the first quarter last vear (by 50.9%),
along with a slewer growah in expen-
ditures {18.4%). The dynamics of
revenue collection was extrordinary:
the wial amount of revenues and aids
collected in the first quarer of the year
amounts to 27.7% of toral planned an-
nual revenues and aids, while expea-
ditures hardly reached one quarter of
planned expendinures, Amang various
forms of expendinires, government ex-
penditures for purchase of goods and
services were the most significant in
the first quarter of the year, while sala-
nes and emplovers' contnbutions un-
derachieved compared 1o the three-
month average.

Dunng the first three months of
the year, the central government de-
creased i net financial labilites w-
ward domestic sectors by 1.1 billion
kuna, by paving back 1.2 billion kuna
to deposr money banks and the cen-
tral bank. A1 the same tme the cenimal FINANCING OF CENTRAL BUDGET DEFICIT

government increased its debit 1o other

o) = Hanks' firo nccounts
Lrrvermmnt
) ==== CNB llls at Governpent

millions of kuna

domestc creditors by 0.1 billion k. (im millians of hm}

Net foreign indebisdness increased in Jan-Mae 1998 1998 Budpet
that period by (05 billion kuna. 0.1 bil-

lian I:LT:I'I.‘! was pad back to foreign TOR ARG =5 2011
countries, while at the same time an-

other (6 allion kuna was drawn fram DOMESTIC FINANCING : I‘E 14 - 2350
foreign development institutions and Frmmmu._n_:ulhmw -0l =58
ather foreign creditors. Roughly one from depasit money banks - 80 - 1921
fifth of that amount refers to the issue Other domestic financing 102 - 371
af the “Marador” government bond or

“eumpesn”, ssued in the nominal FOREIGH FIKARCING 4361
value of 15 billion Spanish pesos. From international develop. intitut 1,767
These bonds mawre in the period From fareign povernments -50%
19499 1o 200 With a 6,3% interest rate, Other foreign financing 3108

USD 6.3 milhon will be becoming due
for payment every year,




