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Real Sector and Prices

INDUSTRY

With a 5.5% vear-on-year in-
crease at the end of MNovember,
industrial production made a wg-
nificant contribution to total eco-
nomic prowth in 1997, Since there
s only ane month before the end of
the year, tnal annual growth in
1997 should not vary apnificandy
from thus tigure, This wauld repre-
sent the hughest grosth e in the
post-war perod. Increases in ecn-
nofmic activity in ather sectors pro-
vides a real basis for the expectauon
uf mitensified economic growth in
the Tuture, Tnereased producton of
non-durable consumer goods was
the biggest contnbutor o the ol
increase in industrial  production
achieved since the beginning of the
vear, while the decrease in the pro-
duction of ntermediary producs
slowed down growth, The produc-
von of  non-durable  consumer
goods increased by [LE% com
pared to the same period last vear,
while the production of intermedi-
arv peaducts decreased by 3.9%, In
the first cleven months of the vear,
the average manthly growth rate of
the deseasoned serics amouned to
6%, while the average monthly
growth rate af the end  serics
amonnted w L%, a4 resils of 2
slow-down in production in the
lust couple of months

The growth of processing In-
dustry was based on increases in
the production of fumiture, textiles,
rubbier, plastic, metals, machines
and  equipment, motor vehicles,
shipbuilding and publishing. De-
creases in producton were re-
corded in the productnn of food
amd  beverages, tobacen products,
clothes and fur, ool produces, chema-
cal products, as well as the produc-
ton of leather and footwear. The
decrease i production in the twg
largest Lranches, tood  processing
and chemcals (which make up
approximately one thind of produc
von in the processig uadustey), has
slowed down the growth of total

MANUFACTURING PRODUCTION INDEX
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115

——— Spasnnally ndjiasted
—— Trend-cyele |

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

| — Beasomally mijusted
—— Trewdleyile

g8

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

12
15
1o
10§
1k
*
W
&5 Seasonally wlpusted ¢
) Trendyele !




10 Real Sector and Prices

production in the processing in-

PRODUCTION OF CHEMICALS AND CHEMICAL PRODUCTS dustry. Production ol food and

Seasonally adjusted and trend-cycle (1995 = 100) beverages recorded an annual cu-
mulative decrease of 5.9%, while
120 the prodocuon of chemicals and
T I e chemical pmducu decreased |1,},
1 L | TS N ‘1.”%. Pmducti\'itj.' i}r l;l.lh.'lr 'i“ m-
1R _ e —— [ dustry increased ar an annual level
i R A, W . T I U . [E— | b}' 10.8%, while the number al em-
[ P b o et s b e s s T Y . . VT I Plu'}"{'d decreased h:" 4.9 com-
i pared to the corresponding penod

5 . S last year.
Hil of m— Esnally adjusted) | SRR NI R, DL‘SF“L‘. of the E]‘ﬂwu'. ol ex-
| —— Trendryeke Pt e s L ports (unkike 1996, when exports
n : — stagmated ) indusiry recorded a for-
& T A I : : eign trade deficit, due 1o the more
= 2 :“;! ggd E’ 283 g % | rapid growth ol tmports, Exports of

industrial products as a whaole in-
creased i the it eleven menths of

ELECTRICITY, GAS, STEAM AND HOT WATER SUPPLY | the vear by 13058 (in kuna amount),

g fusted = | with exports of the processing in-
I and rend-cyce {”ﬁ Im} dustry increasing by 12.6%, expans

from mining and mineral extrac-
ucen by more than threefold, while
exparts 1 the area of supply of
electncal energy, gas, steam and hot
water were negligible compared 1o
last vear. Towal impors grew by
30.0% in the same penod. with the
most significant increase recorded
in energy supply (37.1%), process-
ing industry (33.2%) and mining
and mineral extraction (5 .9%),

The Payments Tnsnoure’s data

Sesopally adjusted
— Trrmd-ryehe

on the semi-annual fhnancial re-
sults of legal enuties in industry
indicate the following resuls: An

INDEX OF PRODUCTION YOLUME IN INDUSTRY BY MAIN INDUSTRIAL GROUPS the end of the first S{m“t“‘ of IE)":J?_
Trend-cycle (1995 = 100) ; there were 8,7% |egal enuues (1e.
2,794 submuming repors), while ar

115 the end of 1996, there were %3001,

The processing industry 15 ranked
thard among vanous economic ac-
tivities by paumber of legal enuties.
Manufacturing industry as a whole
recanded positive results (Le. prafit
in excess of loss) 0 the amount of
ftermedinte gucuh:! S 762.1 mullion kuna. However, losses
—— Capital gnords } i were  significant  within  various
' - - branches, especially in the produc-
: - | ten of food and beverages, the w-
2 g bacco induswry, the production of
k= | transportanon equipment and the
metal industry.

1o
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TRADE

first wix
months of 1997 indicates that real
turnover in retanl trade grew much
more rapudly than had been indi
cated by the preliminary avaluble
dara. The semu-annual report en-
compasses, in panciple, all business
subgects dealing with retail trade on
the domestie marker. Year-on-vear
gquartesly growth amounted
12.2% in the first quarter, 13.0% in
the secand quarer and 14.0% 0

Final data for the

the third guarter (temporary daral,
This resulied 10 an annual growth
rate af 13.3% at the end of Movem
ber. Mominal wrnover 15 expected
o anerease by L15% a0 Tlecember
compared o Movember, which s
obvicusly the result of 4 strong sea
sonal influence The redl increase
in turnover recorded inoowholesale
trade amouned wy 1225

A the end of the Lt hall ol
1997, A2000 persons were
ploved in 17,0000 retarl maetlets ©n
the same date, wholesale trade -
ployed 24000 persons an approx-

i

mately 3000 compuanes. FHuowever,
the reparnt on wholesale wade decs
not cover the full sample, unbike
the retail trade repon,

CONSTRUCTION,
TRANSPORTATION AND
TOURISM

The second lall of 1997 con
tinnes 1o be characterized by lively
activity e Lonstrucion, At the el
af Ohetober, ellective warkang hioor
increased by 1599 on the yearon.
year level, the number of workers in
construciion increased by 1779,
and the value of canstruction warks
performed in the country mreased
by 31.1%, nominally. At the end ol
September, the value of Construd-
ton works performed abeoad was
|95 lower than in the same perwd
last year, while the value of plan-
ning services increased by 5%, OF

INDEX OF REAL TURNOVER IN RETAIL TRADE
Seasonally adjusted and trend-cycle (1995 = 100)
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TRANSPORTATION - TRANSPORTED GODS
Seasonally adjusted and trend-cycle (1995 = 100)
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MONTHLY RATES OF CHANGE (%) OF RETAIL PRICES, PRODUCERS'
PRICES AND COST OF LIVING

S U

4 —— Hetail prices

Losl uf livis
eemmees Producers’ priees

TEEY

otal construction works performed
abroad in 1997, 95.6% were per-
formed 1in European countries (es-
pectally Germany), 4.3% in African
countrics, and the rest in Asian
COUNTAEs,

The area of trmnsportation af
passengers and goods qust barely
surpassed last years results. 1.9%
more passengers and 0.7% more
goods were rransported in the first
ten months of the year. OF the womal
number of passengers and goods
transported, 97.0% ol passengers
and 20.9% of goods were trans-
ported within the country. Good
results reconded i auxibary acuvi-
ties in transporaton contributed to
the increased value added by the
efitire arca of transportation, wire-
housing and communications.

Regarding tounsm, 1997 was
way far better than 1996, The num-
ber of tourist night-stays recorded
a 42.0% year-on-year growth at the
end of November, within which the
increase in the number of domeste
night-stays amounted 1o 17.4%,
while the number of foreign might-
stays increased by 49,1 %.

The number of night-stays re-
corded in the country through the
end of November amounted o 30
million. Of this, only one fifth were
to domesne guests, while lour fifths
were foreign guests, mostdy from
Germany, Czech Republic, Slove-
mia, [taly and Austria.

In the first eleven maonths of
the year, the number of wurist arri-
vals increased by 35% compared o
the carrespanding period last year.

PRICES

In 1997, the increase in regail
prices amounted to 1.8%, the cost
of living grew at a lugh rae of
4.9%, while producers' prices grew
by 1.6%. Retail prices and the cos
of living recorded their largest an-
nual increases since the introduc-
ton of the Stabalizanon Program,
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In 1994, prices decreased by 35,
while the cost of living grew by
21.5%. In 1995, prices increased by
3.7%. while the cost of living grew
by 4.6%. In 199, prces increasecd
by 3.4%, and the cost ol hving grew
by 3.7%. Annual averages for 1997
grew as follows retail prices by
3.6%, the cost of lving by 4.1% and
producer prces grew by 2.3%.

In December of Last vear, retail
prices grew at a significantly high
rate of 07% In the same period,
the cost of living grew by substan-
val 1.2%, while producers’ prices
decreased by (R1%, The man cause
of increased prices in December
was the increase in prices of sea-
sonal agricultural products of +.1%
iprices ol non=seasonal agricultural
products prew by 3.1%), as well as
the increase in the prices of services
of 2.3%.

It is interesting to note that the
same two tems recorded the most
sygnificant mcrease o prices 4@ an
annual level i 1997 - the prices of
seasonal agrnicultural  products by
16.4% (non-seasonal by 23%), while
services recorded an 3.2%: growth at
an annual level. The smallest in-
crease 10 prices reconded  dunng
1997 was a 0.1% increase e the
price of whaceo, Tv is meresting o
note that the prices of agricultural
produces grew at the highest rates
o far, exclusively due o the ban ot
tmpurts ol certain agricalwral pro-
duers {eg. potatnes), whose prices
consequently grew by more than
1tH3%., This is alwious from the new
graph  which represents  relative
prices of food and housing, show-
ing a significant increase in lood
prices - Oectwober and November
1997,

Within the cost of living in
(%97, the most significant increase
was recorded in the cost ol services
(9.3%}), the cou of educanon, cul-
wre and leisure {7.3%), and the
cost of transportanon and  postal
services (6.956)

INDICES OF RETAIL PRICES, COST OF LIYING AND PRODUCERS' PRICES
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Employment and Pay

- NUMBER OF THE UNEMPLOYED

260 000

REAL AVERAGE GROSS WAGE
(onstant prices, January 1994
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EMPLOYMENT AND
WAGES

In MNovember, registered un-
employment decreased by 3,515, ie.
by 1.25, reaching a level ol 251 1047
persons, Compared to the end of
MNovember [996, remstered unem-
ployiment increased by 14,403 per-
sons, or 3,49,

Emploviment also decreased in
November; [wllowing a deciase in
crnplrr!r'mrnr ol 6,224 e 055 the
level ol employment decreased
1,344,276, which 15 90,0181 em-
ploved persan or h 35 less than a
vear ago, Data on emploviment and
unemplovment indicate a decrease
i the wwtal acuve populaton of
9,739 persuns. Compared to MNo-
vember of last year, the tocal actve
population  decreased by 75778
persons, w0 thar the wmal acuve
population, which is identified with
the supply of libar, new amounts
tw 1,625.323 persans. As a resuly of
the larger decrease o regpstered
unemployment relative o the 1ol
aclive |_1q:}_llj!:|li1:u'|, there was a de=
crease in the rate of unemployment
in November 1997 from 17.4% w
17.3%. This is soll mare than last
veur s 1579, 1t s important ro note
that the decrease in the unem
plovment rate in MNovember wus
not caused by the growth of em-
plovment, but was due (o the out-
How from the labar supply, n
which the cutilow of unemployed
surpassed the outllow of employed
persans,

Average net o wages prew in
Movember by 47 kuna ar | 8%
nofunally, reaching 2,437 kuna
The increase i real ner wages in
MNovember amounted o 08% A
an annual level, wapes grow by 360
kuna or [7.75% nominally, 1e 12.H%
in real wrms. Gross wages prew at
an annual level by 2.4% in real
terms, snelicanng a decrease in the
share ol various deductions in the
.ngTﬁh "..'-ag'.‘_.
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MONETARY
DEVELOPMENTS HONEY SUPPLY
The sigmiicant slow-down of 14,000
the growth of toral luud assers that ol —— Casly 17
began in Creraber turned ot weal : ) Drepssit mowey (11 |
stagnation in Movember, M4 prew 000 f| === M1 |
by 83 mullion kuna (e 0.2%), E o
which is far less thun the growth -
achieved during the fimt three E B0 | T e
quarters of the year: on average |4 ;
billion per month, Hanks' credits, 4 W

however, did nor slow down. The
November increase of LA hillion
kuna, hardly dillers oo this year's
expansve lremd. Met foregn ex-
change assets contmued their Oc-
tober decrease by another L4 hil-
b kuna. o p— ; .
_ The money supply stagnated & gagy 10 DEPOSIT RATIO (/D) AND SHARE OF CASH IN MONEY SUPPLY (/M1
for the second consecutive month,
accompanicd by a nold deciease in

03

cash and o mild mcrease i deposit
money. While the first half ol 1997 07
was characierized by a more pid
growth of cash compared o deposu
money and by a shift in the cash-
deposit cocthicient wward cash, the
wend changed in Seprember. The
Seprember decrease 1o cash of (.4
hillion kuna began a three-month
decrease of cash and the remurn of
the cash-deposit coetlicient 1o ats
end-of- 1946 levels. 1 should be
aoted that the seasonal charactens-
tic of money supply developments
in these three months s either
stagnation or a very mild decrease,
which means that this vear's dy-
namics of development m the
maoney supply do nor difter signifi-
cantly friem last year's irends.

What makes the end of 19497
significantly dilfferent tro the sane
penod in preceding vears 1s the total
stagnanon of quasi-money, both s

kuna and {even more) ws Toreign LI F.*'Edl'l[l.‘lﬂ]lli-
exchange component.  Foreign T S RIERT R . | = <
currency deposits prew in Novem- o A ; Miﬂm =
by by mimimal 74 million kuna. ==

Enterpnses continued to decrease Money supply {M1)
their Ii::-rr_i.gn currency savings aned

nme deposns with deposit money
banks throughout MNovember, The
household sector also decreased s
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STRUCTURE OF ASSETS OF MONETARY SURVEY
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foreign currency savings  depasits,
while loreign currency ume depasis,
used as collateral in obraining hank
loans, increased.

Feanomic subyects liguidared
foreign assets and invested in in-
ventories, in anticipation ol price
increases in 1998, However, we
need to wait for the December data
for a more complete appraisal of
developments at the end of 1997,

Banks' net claims on the cen-
tral government decreased i No
vember by o further .2 billion
kuna, Claims based on bunds for
“old”  savings decreased, forcign
exchange deposits of the state based
on forcign borrowing  increased,
while other clams increased, T'his
resulted 10 a decrease in banks' net
claims an the central government
to 9.2 ballhion kuna, compared o
159 hillion in December 1996,

Banks' credits 1o all domesuc
sectors except the central govern-
ment increased in MNovember by 1.6
million kuna (e 3.65). Touwl
growth in the fint eleven months of
1997 amounted to 12,5 billion kuna
(1.e. 37.4%). The balance of credirs
at the end of November 1997
amounted to 46 billon kuna.

By sectors, approximately hali
the credits granted in November
{8 billion kuna) were gmn[ﬂ.i Lo
the enterprise sector, and the other
hall w the household sector,

Dieposit meney banks” net for-
eign assels decreased in November
by L4 billion kuna. OF this, 1 bl
lion kuna was due 10 iAcreased
i'on::'gn indelnedness, while 14
billion kuna was due to decreased
foreign assets,

As early as October of this
year, banks started decreasing their
foreign assets and placing  kuna
credits with domestc sectors. He-
cause of the October decrease n
foreign assets, banks almeost reached
the limits imposed by the decision
an 1':::]::|1us-|] of a part of loreign
currency savings abroad. Even with
last month's decrease o the re-
deposit requirement from 605
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55%, there was no room lor any

further significant decrease in e CNB'S FOREIGN EXCHANGE RESERVES

cign asseis. Thercloee, banks in-

creased therr foregn indebitedness LRI
by a turther 1 ballion kuna, From
September to Novemnber, i the 2,500
months of stagnation n total Ligud
assels accaompanied by contimuous
increases in credits, the bankig
system decreased s net loresgn
assets by a total of 1.2 bilhon at the
end of Movember,

The central bank mantined
lively acuvity throughour Dlecem-

2,000

1,500

ber, engaging v both kuna and
foreign exchange transactions with
deposit money banks. The creation
ol reserve money by granung
Lombard credits lasted practically
the ennire manth. Durnng 22 days,

banks vsed op average 36 mullion MONEY MULTIPLIERS

kuna of Lembard credit, while m1=H1/M0 and md = M4/M0
the 23 days ol November the period Ll
of use of Lombard credic was
shorer (15 d.a:..rs'l with the average

amount of credit vaed amounung
to 1L mulheon kuna,

Mevertheless, althowgh the base
for calculition of reserve require-
ments throughout November and
December stagnated. and deposi
money banks were nor abliged

set aside any addinonal amounms of
liquid assets to satisfv the reserve

requirement, banks were, due w
therr ancreased  credit actvity, n
addition to the use of Lombard
credin, increasingly using secondary

(NB BILLS, TREASURY BILLS OF THE MINISTRY OF FINANCE AND AND DHB'S

sovrees of fnquidiy one the iner

bark market and on the Laprels FREE RESERVES AT THE CNB

Money market, Inorder o alleviate 1000

banks' liquidity problems and pires- .ﬁﬁﬂ

sures on the exchange rate, which 800 (N blls -

has beecn appreciating against the 00 M |

Crerman ik sinwe the begioning % 800 Jlt\!f' |F

ol the month, the central bank acti- = o

vated the instrument af re-puarchase 5 100 Frer: reserves

al s 19-day wreasury lulls i the E 00

value of 10006 mulbon kuna and the 200 f

purchase of foreign exchange wath 100 Treasnry hills

repurehse 1 the kona equivalent 0

al 2238 million in the perod 18 A P e R

Diecemlaer 997 10 8 January 1995 g g :E E S § E'ﬂ 2B % % g E _E_ %
With the activity of the Croa FREEFERPRARBILIRG

tan Mational Bank i December,
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reserve money increased from 9.6
billion kuna at the end of Novem-
ber o (according w preliminary
data) 103 billion kuna in Decem
bet, as estimated in the Expecta-
nans for Monctary Policy lor 1998,
The average balance on banks' giro
accounts in December 1997 amoun-
ted o 567 million kuna, while in
December 1996 3t was at the high
level of 752 million kuna. The av-
erage daily balance on giro ac-
counts of deposit moncy  banks
inereased from 341 mullion kuna in
1996 to 454 milbon kuna in 1997,
The average balance of giro ac-
counts and vault cash was 75%
higher than the average banks are
required to keep in these accounts.

INDICES OF DAILY NOMINAL EXCHANGE RATES OF
KUNA YS. DEM AND USD, (January 1, 1995=100)
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EXCHANGE RATE

In December, the value of the
German mark refative 1o the kuna
fell to the lowest level since the
miroducnon of rhe Suabilization
program. The value of the German
mark decreased o the level of
35122 kuna on 30 December of
last year. Compared to the highest
level of the German mark (35802
kuna) dunng 1997, the kuna ap-
preciated nominally by 1L94%, ie.
by 1.6% on the average.

Christmas and New Year's
holidays increased the demand for
goods and services, which, at the
same 1hime, cansed an increased de-
mand for cash and deposit money,
Such a situation increased ourflow
of funds from banks' accounts,
which resulted in slliquidity of the
banking system, which is best seen
in develepments on the money
market,

Taking inta consideranon the
entire year's average, the kuna de-
preciated  nomunally by 13.34%
refanve 1o the US dollar, Relative 1o
the ltabian lira, the kuna also de-
preciated dunng 1997 by 2.10%
nomunally, Helative w the Hrnsh
pound, the kuna depreciated on
average by a substanuial 18.78%. [o

midpaint CNB rate

2

mudpoint (NB rate

Ey
=

-
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relation to other major currencies,
the kuna appreciated nommally;
against the Austpan schilling by
1.63%, agains the French frane by
0595, against the Swiss franc by
3.56% und against the Slovenian
tnlar by 3975

The real cxchange rate of the
kuna depreciated in 1997, accord-
g to estunates for November and
December, by 2.67% (PP and
1.43% (CPI). These are provisional
data., However, final data are ex-
pected 1 show a deprecianan of
the real effectuve exchange rate of
the kuna at annual level, The main
reasons bor depreciation ol the real
cifective exchange re ol the kuna
are losw inflavon i Croata and the
depreciation of the kuna relative 1o
the US daollar and the Britsh
pound.

BALANCE OF PAYMENTS

In the hrs eleven months ol
the year, Croanan exporns amoun
ted to USIY 40053 million, o 0.2%
more than m the same perod of
199, Imports amounted w USD
8,022.8 million, which is an in-
crease of 14.3%. The negarive bal-
ance al menchandise trade amoun-
ted o LISy 4 004,55 million, which
v an increase of USEY 1 billion ue
33.2% compared w the preceding
YT,

Imports also increased in No-
vember in COMPArismn [ [reyioes
months, in anticipation of the in
troduction of the VAT, November
recorded  the largest imports 10
1997, amountng to US[y 8559
million, which s sull less than the
imparts recorded im0 November
1926, which ncluded imports of
lu:gc t‘|uu|i1i.lu.':~ ol e, Impurt.\ are
expected w grow even more in De-
cember, while the beginning of
1993 15 expecied to brng a sgnili-
cant decrease in imports,

The largest pontion of imports
was sccounted for by dmgports of
intermediate goods, which amoun-

INDEX OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA

(IRER T -with retail prices, IRER2 - with producers’ prices), 1994:1 = 100
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BALANCE OF PAYMENTS in millons of USD (prelimnary data)
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Interest Rates

ANNUAL INTEREST RATE ON THE ZAGREB MONEY MARKET

Daily data
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INTEREST RATES ON CNB BILLS IN 1996 AND 1997

Annual level, on auction days

1

10
4

. _.— [ ity 36 dhinys

& Do in 91 days
W Duee b 152 days

DMBs' INTEREST RATES ON CREDITS IN KUNA
Annual level

a8
bt
U
22
3
I8
16

14
14

10

ted to UUSTD 3.976.7 million with an
annual growth rawe of 56% lm
ports of mnvestment goods anioun-
ted to UISEY 16677 milbun with an
annual growth rate of 27.5%, while
imports of cansumer goods amoun-
ted 1o USE 2 378.3 million with an
annual growth rate of 22 4%

MONEY MARKET AND
INTEREST RATES

The increase 1n average daly
interest rates 15 the best expression
of the liquidity situation seen in
Diecember, Average daily interest
rates ranged between 8.1 and 1%,
and the average of the daily aver-
ages for the month as a whole was
claser o the lower fgure. It is sig-
nificant that the average of the daly
averages was one percentage point
higher than w November, Also it is
significant that call loans rose 1o
105, Interest rates on this kind of
loan had been ar 65 for 2 lang
tme. Al the end of November, they
rose by one percentage poant, and
i December they rose conting-
ously, reaching and surpassing the
level of 10%. Lombard credits were
used from the heginning of the
month on, which, in comlinanen
with the informanon an nterest
pates, confirms  the edstence of
conunued liguidiey problems.

The (ililquadity ol the bank-
ing system bricfly improved around
the tenth of the month, but this
improvernent losted only twa or
three days, Even repo auctions aof
CNBE Iulls did pot signilicanly
improve ligquidity, so the tmbulance
between supply and demand in the
second hall of the month was can
nnuously on the side ol demand.
Such a significant incecase i inter-
est rates un call loans, as sell as the
rather large 1mbalance  between
supply and demand on the Zagrel
MDHL‘}' Markt[ Can oy siame exXrent
be attributed o the credit actvary al
banks. The tear af the introducinn
of the Value-Added Tax has not len



Interest Rates

banks untouched, Tocreased  de-
mand for credits has pushed banks
mter a more acove credic policy, and,
due 1 a lack of funds banks have
borrowed an the Zagreh  money
market, increasing money demand
and raising interest rates
Short-term secunties continue
to have stable interest rates. 1oterest
rates for OMNEB hills were 3.0% lor
35-day bills, 9.0% lor 91-day Iulls
and 1005 for 182-day bills. They
remain uschul investments for co-
mmercial banks, since they serve as
valuable cover for liqumdirty prob-
lems. In Devember, interest rates
for Ministry of Finance Treasury
hills were S80% tor 42-day bills
and 9 Y07 far Hl-day nlls
Lending interest rates of com
mercial banks fell in November, in
keeping with the downward rend
of the begimmng of the yeur. Aver
age intcrest rares on kuna credis
withour indexanon 1o nregn ex-
change [ell by 4 whole percentage
point and are now at the level ol
13.73% (shom-serm credits [391%,
long-term 12.04%), The average
interest rate on kuna credies wathy
indexation 1o foreign exchange alsa
fell, and amounted to 15 54%
ishor-term credis  17.68%, long-
run 12A2%). Average intercst rarcs
on foregn exchange credis fell by
somewhat more than one percent-
age poant relanve o Ocreber and
are now at a level of 17 485,
Average interest rates on kuna
and tareign exchange deposics have
been stable for 4 long time. In No-
vember, depasit rates showed varied
moveIments. I‘k‘-f‘mgf 1“[1."1."" rales
on kuny deposts showed a slight
tall, while average rates on f[oreign
exchange showed a mild increase.
The consequence of  these
changes in lending and deposit
rates was a lall o the wnerest
“spread”, which was 0.7 percentage
poinis less than in November,
Thus in November, the “spread”
was DO0F percentage poines, the
lowest poine recorded,
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22 State Budget

OUTTURN OF CENTRAL GOVERNMENT BUDGET
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FINANCING OF CENTRAL BUDGET DEFICIT
{in millions of kuna)

|an.-Nov. 1997 1997 Budget
TOTAL FINANCING 1,142 2837

DOMESTIC FINANCING Qe 2276

From monetary authorities 341 209
From deposit money banks 1218 -1 R

Othet domestic finanang 42 204

FOREIGN FINANCING _ 2558 5113
From international develop. institul i 1107
From [oreign governments A4 i

(Other fareign financing 2 26l LRI

GOVERNMENT BUDGET

The stze of the deficit in the
first eleven months of the year
reached 114 ballion  duna, e
H.35% of the planned deficin for
1997, In relation o planned gross
domestie product, s size o rela-
tively small. The deficit 15 covered
by toreign sousces ol fimancing in
s entrety, although the govern-
ment’s indebledness reached only
32% of the plan set our ar the be-
ginming of 1997, Debt w domesne
seciors  decreased, bur only by
0% of the planned amoum of
debt repavment 1o these sectors in
1997, Repayment of debt 10 the
monctary  authores  was  larger
than planned, while deposit money
hanks have =0 far recerved 65.4% ol
the lunds planned in the govern-
ment budpet.

Hevenues went sccording to the
plan, while an the side of expendi-
tures there was a luotl of sunginess;
expenditures reached only 87.9% of
vl expendiares planned Ly the
state hodger. Gt ot ol revenue
callectied in the first eleven months
al the year, ¥11% were tax reve
nues, 5 7% were non-lax revenues,
and |45 were capital revenues,
Caputal revenues achieved were far
levwer than esumated i the budget.

€ the expenditure sule of the
hudger, 87.35% ol total expenditures
were current expenditures, while a
agmiwant 127% were capiwal ex-
penditures, Within current expen-
ditres, the mapor items were ex-
penditures on poods and services
{3908, followed by expenditures
an subsidies snd current rnsfers
{2264, while the smallest wem
wasanterest [ %)

The budget epucted [or 1993
amounts to 391 ballwon kuna The
estumated detion s 2 biflion kuna or
L.6%: of gross demestic product. The
budger is conmstent with macro-
eeonomic stalality Ginllaton rate
between 3 and 3.5%, real increase
of grass domestic product between
T and 75% and stable exchange
rate)





