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INFORMATION ON ECONOMIC TRENDS




Real Sector and Prices 0

MANUFACTURING INDUSTRY

MANUFACTURING PRODUCTION INDEX
The wmdex of phvsical volume of wmmd and trend-cycle (1995 =100)
industrial production has heen caleu-
lated accorting Lo the National Classifi- 15
calion of Economic Activities (NKD) lor — Seasonally adjusted

thie first lme Thos e data for the ; 110 — Trend-cycle
first twio months of 1997 Gually conform
tn anterpational statistical stamdards.
Total industrial aclivity has heen di-
vided o sectors, sob-seetors, divi-
sions, groups, clagses and subclasses.
Hiermehieally the browdest classifica-
o was divided iolo mng and ex-
Lraneliun, processing (ndustey. and elec
tricity, water and gas supply In the
eurrent monthly report of the National
Burean of Statistics, these data have

1:;:][:'? J:{::H:‘:;“I [::"]t::u? lul;l:l‘:j I].;m;::“ll‘l.: | INDUSTRIAL PRODUCTION BY GROUPS OF PRODUCTS
i ' " | Seasonally adjusted (1995=100)

production stalistics will once again be
pubished aecording 1o the reonomie

105

145

pirpose of the product invesiment goods
[ addition 1o the mirodoetion of | 135 — Intermediale goods
thee NKD. the system of weights was | - cssenee CONSUMEr gOOOS

rlianged to one ecalenlated oo the basis | 15
of gruss domestic product in 1995 In 1 105
the prodoetion of valoe added, te main
eontribution was made by processing
indnstry (86 95%), followed by eleetricity,
waaler am) gas supply (10.11%), while the
least symnheant contribulion was made i}

Iy i il extraction (ooly 2 95%), i

Aecording 1o the new elassification sud i 3 g g g § ; é E g ?
e mew system of weights within proe- | :
essing adustry, seelors are raoked as [ T

follows: first cotes the production of fond IHDUSTHLIL PRODUCTION BY GROUPS OF Pﬂﬂuum

anel beverages (25.06%). followed by Uhe Trend-cycle (1995 = 100)
procduction of chemicals and chemical

95
85
75
&5

produets (1140%), publishing and print: |} 130

g {6506, el E rr—————
The production level achieved in 120 slarreitell BE0

the fiest (wo maonths of this year ex- | e SN 9500

eepilil the results recorded in the cor
responding period fn 1996 by 13%. At
the smme Lme, (15 trend component
seperrated from the original time series
sligruatind i the last few months, alter
having beet on an opwand trend for
maaty ol

The processing industry recortded
o vear-or-vear enmidalive deerease of
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1% and a monthly deerease of 1%
Evaluation of the second month in rela-
ion to both base periods revealed
growlh in elestric energy, gas and wa-
ter supply by 13.6%, or 159%, AL the
same time, mining and extraclion grew
cumalatively by 3 1%_ mouthly by 9 7%,
Athough foreign trade in indos
trial produrs recorded a deficit al the
beginning of the wvear, exports alone
managed to record satisfactory results,
Ageregale mannfaciuring industry re-
corded a 28,08 cumulative vear-on-year
ipcrease in exports (dollar amount). in
which the wost siguificant contribution
belonged to the mining and extraction
sector with a seven-fold increase in
exparts, followed by the processing
idustry with a 25.2% increase Data on
enerEy supply is nol availiable because

- STOCKS OF FINAL GOODS IN MANUFACTURING SECTOR

| Seasonally adjusted and trend-cycle (1995 = 100)
L 125

120

1 —— Seasonaly adjusled
gs | [—— Trend-cycle

B 'ttt

| 290,000 it was not recorded in the compamble
] period in 14 Following the optimism
I" 270,000 prevadling in the thind quarter of 19046
" thanks o the growil of exporl orders,
| 250.000 the fourth quarter of 1996 recorded a
IEI 230,000 | ﬁeem&a@ in export orders in pnnu:ssihg
I industry. Ounly the production of elect-
210,000 eal and aptical squipment had some po-
sitive expeclations al that time These

| 180,000 results were revealed by U means of &
i survey ol export onders conducted by the

170,000

editorial stalf of “Privredm viesnik®
Demand for industrial producls, espe-
cially those coming from abrsad, eould
provide justification aud stimolis for the
growth of domestic sconoumic activity,
Unemplovment grew signifeantly
during the frst two months of the year,

120 reaching 279169 A sorvey eondueted

by the Naliomal Burean of Stalistics al

i L the end of 1996 came up with a much
R @ 100 lower unemplovment rate than thal
= eatlenlated by the eadsting methodology
= % 1 (16.2% for Jannary 19971, On this ocva-

| E 80 sion, using a different definition of un-
; B —— Seasonally adjusted emploved persons, wuemplovinenl rale
1 1 Trand-cycle is expected to reach approximately 100%,

. However, the resulls of (s sorvey
1 80 TR, ; ; should be considersd with eaution

183
4/93
T3 T+
10483
1194
4/94
T84
084 ¢
188
m .
TS +
10595
1796
4796
T8
10096

Final results are 1o be published ab the
e of March
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TRADE

Real twrmover achieved by subjects
o retail trade in the st two months of
the cutvenl vear grew cumlatively by
26.9% ou annual level and by 26.1% oo
monthiy el The rend eoeve conlined
ils amlensive prowthe loveolories of -
isher] products devreased by 52% in real
terts compared to the first two months
i 1996, The forecast of developents in
furnover o thie wext three months, proe
vithal by he National Bureau of Statis-
ties, 15 positive. This means Lhat trade
turmover 1= experted (o peeond an average
menthly nominal prowth of 4% Tarm-
over in wholesale trade, determined in
refation 1o the same two base periods.
wis slightly lower than the timover in
retiadl traide, Expressed in constant pri-
oes, 1L was higher ewnulatively by 11.58%,
aul monthly by 10.2%,

CONSTRUCTION,
TRANSPORTATION AND
TOURISM

The emstruction imlestry s ex-
pectend o bee oecupiod with post-war ne-
cottrietion and coustiuction within the
pontley. [1is adso axpected to take par in
the mtermational market, judging by the
vl of eoniracled construction works,
The yolume of construction works oon-
tracted in 1996 exceederd the 1995 lgume
bv B, e mnober of bousing units
completed  in 1996 exeeeded  the 1995
fignre by 205%. the number of unfimshed
basing units was 16% higher in 1996
Wan iu 1995, while the total area of
housimg units completed i 1996 ex-
eevded the corresponding 1995 fignre by
2E0%, Exrlusion of the seasonal compeo-
el characteristic for activities m (he
constrction industey, reveals a decrease
i the mumber of sffertive workmg bhours
i the [ast two months The nomber of
wirking howrs o coustiuclion remained
ubchangsl in Janoary 1997 compared to
Jannary 1996, wiile the number of work-
ers nt colstitetion sites increased by
D%, The value of constroction works
eaeciiled recorded a 46.7% monthly
growtl thanks to the seasonally “poor™
manth, that mpresents only 60 3% of last
:\.'I"Hr‘ 5 AvVPraRge

CASH FLOW OF REAL YALUE-ADDED COMPONENTS IN TRADE SECTOR
Seasonally adjusted and trend-cycle (1995 = 100)

—— Seasonally adjusted
Trand-cyche
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INDEX OF REAL TURNOVER IN RETAIL TRADE
Seasonally adjusted and trend-cycle (1995 = 100)

135

—— Seasonally adjusted

120 — Trend-cycle

EFFECTIVE WORKING HOURS IN BUILDING INDUSTRY
Seasonally adjusted and trend-cycle (1995 = 100)
125
120
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— Seasonally adusted
— Trend-cycla
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TRANSPORTATION - TRANSPORTED GOODS
 Seasonally adjusted and trend-cycle (1995 = 100)
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—— Seasanally adjusted
—— Trand-cycle )
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TOURISH - BEDS/NIGHTS
| Seasonally adjusted and trend-cycle (1995 = 100)
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HOHTHL‘F RATES ﬂl’ CHAHGE (%) ﬂF RETAIL ﬂ.lCES FﬁﬂDUEEM’
PRICES AND COST OF LIVING
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{anstruretion vompanies inciden
i U pusst-wanr recomstrnelion ane faced
with the practioe of eertain porlion of
the value of eoustroction works pe
eilel. being panl in shares, in order to
alleviate W Tmaneial difficullies con-
weete] with pavient of sueh suhstan-
tinl amonnts  That was. in par. the
case of the increase o the price of
constmelinng works

Transportalion of pazsengers in
all transportation eateguries inereg sl
i dannary 1995 by 5% compared th
Janoary 1996, while at the same e it
wis LE% lower than last year's aver
age. Nevertheless, the apward 1rend
was rontinned, Transportalion of cargo
s been pecovering slowly, o January
1997, it exeeeded last January's Ggune
by 33 &%, ALl means of transporation are
pxpected o reach Whelr pre-war levels
thanks 1o growing transportation of
gomds, as well as Lo (he revitalization of
old trnsportation routes and the eoo-
stouetion of wew ones. Considering the
rounty's geographne position and up-
coming incorperalion into U European
transportation system. the ransporia-
tion effect can anly inereise,

Following 1996, which was the
year of the return of trists aml of the
ending of the war low tide, and previons
years in which the direct and the inds-
reet cotsegquences of e war were morcl
more intensely felt, this year's tmmst
proguesis is certadnly moch wore opte
mistic The puwher of tourst over-
uigrhits pecorded in the st two months
of the year excevded the corresponding
figmures from last year by 11 4%, primanly
thanks to an inerease in the oumber of
domestic overnights, while Torelgn over-
nights decmssal in the same period. The
irend in overnights has been slightly
downwanl However, the tourist econ-
oty 1 expected to continge ereasimg
its outpul

PRICES

March recorded a minimal lu-
erease inoretadl prices. as well as s
perease in producers’ prices.

Retail prices meeorded 3 9.1% -
erease in Mareh compared to Febouary
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Among varons gronps of products, the
sl syfuificant imerease was meeorded
in prices of agricoliural prodoets o
eluding sensonal produets (1.3%), prices
of liguer aml mdustrial oon-foodstulfs
(2%} At the sane time, the most sig
mdicant decrenss i relndl prices was
teerded i agricultural prodoets exclud-
g sl produets (-1L5%). Serviees
meonbal a minimal decrease moretl
prices of 0 1%

The anmual growth of retal prices
has been quie moderate. Retanl prices
grew by 4% dn the first three months of
1997 comipared to the same period m
1996, Proces of gouds inereased by an
avernge ol 2.5%. while prices of serviees
inereased Ly 10%

The rost of living increased by
3% m March enmpared \o Febmary. A
Tk st the strueture of this increase in
he cost of Tiving reveals that the major
contribution was wmde by goods, which
revorded o 04% wrowth, The most sig-
nificant  imersase  among  pods wns
recarded o fodstuffs (006%) apd 1n
elothime aml foodwear (0a%) AL the
same thie, tsnsportalion and  postal
serviees Teeortled a1 7% deerease, while
setvives reeonbed o staenation of te cost
ol lvingt compearad Lo Feliniry

Thee andex ol prices i midnstrial
proluets, measarel by proddiesrs prices,
peenmbed o 0 7% decrease in March comn
parad o February this year, Prces of
umvestient goods gnew by 1%, Prices of
mbrrmedude pools derreased by Ld%,
while prvces of consnmer griods remained
ar their Februory lovels Among -
wal gonpes of products, the most signifi-
canl wevedse (o Macel eomipared W Fel-
fary 1997 was meeorded w0 the produc:
Lo of moo-ferows metals 1 54%). The
misl syrnifieant deerense inprices wWis
peeanded i the alectoe prswer ndnstry
29 %), caused by the mtroduction of
the soecplled “summer mle” in the calen-
[nticm of electricity consumplion,

The imlicater of variations in nea-
Live proclneer’s prices i mannfetiring
sty remaened onoa eadher fow level,
inlicating stability i relative of prices
Thee dncrvase in e standand desiation of
prive chianges 1o 4% in March was due

e — T e T e R

' !EllTli'E PRE[E IHi}EI FOR NON-TRADABLE GDODS
Prices of services relative to goods' prices (1992 =100}
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b ————
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HONHTLYRATES OF INFLATION. OF CAPITAL GOODS' PRIES {EA} INTER
MEDIATE GOODS' PRICES (1) AND CONSUMER GOODS' PRICES (CO)
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14 Aggregate Demand

REAL AVERAGE NET WAGE
| Constant prices, January 1992
220 —

| HOUSEHOLDS' EXPENDITURE
Seasonally adjusted and trend-cycle (1995 = 100)
120 —

110 1

|— Seasanally ad,us-.ted
| Trend-cycla

| MATERIAL EXPENDITURE OF GOVERNMENT
Seasonally adjusted and trend-cyce (1995 = 100)

12‘le

110 ¢
B4

b —s
2

— Saasonally ad]uslaﬁ
B0 & —— Trend cycle

tn the “downward inclimalion”, e
sirong decrsase in the price of slectrie
epergy due to the miroduetion of the
“summer rate”,

WAGES AND EXPENDITURES
OF THE HOUSEHOLD SECTOR
AND THE GOVERNMENT
SECTOR

Diata om the real wage paid in Feb-
ruary revealed continued ypward ten-
deneles. The real wage padd in February
1087 was 13.9% higher than the real
wage paid in February 1996, and 10 9%
higher than Iast year's average. The
dmuhle decrease 1o income tax (namely
decrease in the lower rate, from 26% o
20% nnd the increase in the annual tax
free amount per perscn), ensured an
Increase in net wages and salaries

Due 1o the imtroduction of the wew
Natwonal Classification of Economie
Activities, data on current spending of
the household sector and the govern-
ment sector are ool available for (he
current year, However, we experl Lhese
idata Lo be available in the futwre. There
fore, we indend Lo use this space Lo say
more aboul investment activity in 1996,
The National Bureau of Statistics cor-
rently holds data on investments m long
lerm  assels made by enlerprises
throughout 1995, exclusive of military
investments, Thelr share in the corre-
sponding  gross  national  prodoct
amounted to 111%, 1996 was analyzed
vin other snbstitule indieators. How-
ever, any conclusions would nol have
the same value a5 they would have if the
data were taken from the basic macro-
econmmie  ddentity,  [ovestmenl  goods
imports amounted to L5 billion 178
dallars, which represents 19 4% of total
impors i 1996 or aound 8% of the
estimated gross domestic produet. [
ports of equipment realized i 1996
exeeeded the 1995 figure by 149%. The
second gignifieant source ol financing
was direct foreign  investment. The
amount of direct foreign myvestment
recorded in the fimst nine mouths of
1996 was three Lmes the pmonnt of
foreign investiment recorded in all the
12 months of 19495,
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MONETARY DEVELOPMENTS

As expected, February bromghl a
complete stand-still in money supply in
comparison o January. A mild increase
in cash, in the amousd of 27 million
koma (e O6%) was anoolled by an
almost equal decrease 10 deposit money
of $1 willion koo (-0.5%). Sech “still-
mess” is o seasonal characteristic of
February and represenls a prelode to
e pre-Easter inerease in cash which
rlirarterzes the end of March

[hstribution of deposit money by
seclors ndicates a0 120 million kuna
tnerease m deposil money of the honse-
bold sector, aml a decrease i deposit
motey in all other seclors. (The most
sigmificant decrease. in the amount of
W million kuna, was neeorded in the
Altreprenenrial seetor

In forergn enrrency depogits, we
recrerded 8 T2 mallion kupa (ve 4 1%)
inrrwse Ot of the tolal inerease in
{oreign curmeney deposits, 700 million
represenls Ui growtl of Torelgn cor-
rency e deposits of the hoasehold
seetof, while at the spmee Lime foreign
currency =sight deposits of the bousehold
seclop mereased v mere 142 million
kuna Therelore, wie ran say that the
tencdeney ol rapid growth of Ume depos.
s e Jomg lerun snyvings, at the expense
uf sight deposits. which started in Uhe
second sewmester of 1996, continued in
1985, This changed the maturity ste-
ture ol Torelgm currency depasits, so
that in February 1997 foreign currency
e deposits of the household seclor
amenpted 1o 53% of the tolal amount of
lnreipn currency deposits, while exactly
a yerr ago Lme deposits accounted for
only 0% of total foreign corrency de-
posits. The share of sight deposits in
total foevign currency deposits dropped
lrom 54% in Februaoy 1996 10 41% in
Fehimary 195

The growih of kuna deposits con-
Lot g 1995 at an aeeelerated mte [p
Felimary, knna deposils grew by 183
millicn koua (1e 5.2%), which excesde
Lt yer's pversge mouthly inerease of
8% A slow change, similar to the
change a1 hand in foreign corency
deposits, could be spotted within this
agpregate as well. The merease in kuna

MONEY SUPPLY

12,000

— Ca_lﬂ* ':{::' ..-.‘1-‘1'..'...
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MONETARY AGGREGATE M4

- MONEY HULTIPLIERS (1= HI/MO and md=M4/MO)
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deposits in February was eansed by a
100 million kuna increase in time de-
posits of the household seclor, and o
(mere) 22 milhon kona inerease in sight
deposits of the household sector. Such
divergent griowth rates alse changed the
maturity  structure of kuna savings.
Similar to tendencies in foreign cur-
reney deposits, Ume deposits of the
household sector ineresed e shore
I total Kuna deposits by 25% compared
1o the same period last vear,

Such slow and subtle changes
have to be analyveed in the context of
ageregale savings as a bhamis for the
credil expansion necessary Lo starl an
investment cyele. During the last 35
years period of stability in prices and
the exchange rate, savings have slowly
been changing their short-lerm charae
ter and courageonsly remaining in the
loval urrency The curvency and mator-
1ty structure of domestic savings are as
imporiant ax their size Data indleate
the existence of certain  favornble
trends, but in their absolote amount,
domestic savings are still oo small to
earty oul the transition growth as well
as post-war growlh and restrcloring,

Thet most noteworthy development
in the balanee sheels of our deposit
mongy banks in February was by all
means 4 decrease in the banking sys-
Lem's nel claims from the government,
in the amount of 1.8 billion kuna. As
planned, the govermnent used part of
U inflow from Euro-bonds, amounting
Le USD 300 million. w effect o sigmfi-
cant retduetion of its (oet) lhabilities to
banks. As some of the most prominent
items we should mention the inerease in
foreign curreney deposits of the gow
erument with deposit money banks in
the amownt of 890 million kuna, as well
as the decrease in deposit money hanks’
luna claims on the government based
on bills of exchange, in the value of 254
million kona, and foreign currency
claims based on {other) bonds amount:
ing to further 360 million kuna Pay
ment of arrears in the amount of 208
million kuna showld also be mentioned,
The practical meamng of the above is
that the govermment paid oul almest all
ils liabilities due (o the banking system,
Such tendencies in the relationship be-
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tweem the government and deposit money
banks, along with the usual monthly
merease in banks credit of aroand 0.7
billion kuna. and a stand-still in the
category of other nel assets, caused a
tolal decrease in nel domestic assets of |
bl knna. However, the jnflow of gov-
ermmenl funds mle deposit money banks'
loreiym  rurvency  aeconnts  cansed
growth of banks' loreign assels The nel
foreign assets of deposit money banks
increased - Febroary by 16 billion
kupa, ax & resnlt of a 15 Willon kuna
inerease in DMBs' [nreign assets and a
2 billiow kupa inerease in DMBs' lor-
b Lol ithes.

Anticipating s significant inersuse
in demand for cash at the end of Manch
(e Lo the Fact tiat the end of the month,
e ek of the week and the Easter boll
ilays all codme at the same (e this year),
the Mational Bank of Croalia intervensad
on 25 Mawch on dbe foreign exchange
market, repurchasing USD 5 million (ie
301 il knma), wlieh come doe al the
beginning of Al The seeond change
effectenl in foreign exchange reserves in
March was the drawing of the first of
the total of thirteen installments of the
eredit per EFF arraugement in the
amonnt of 2878 million SDR or 2818
million kuna, At the same e, foreign
liabilities inereased by the same amount.
Consequently. such iransactions have a
gero effect on the pet loreyin assels of
the Kational Bank of Croatia

The rentral government did ot
Lake any short-term credit with the Na-
tomal Bauk o March, which s quite
logical considering the imfow frow for-
eig) finaneing,

The Tignidity of the banking system
was salisfaclory throughout the month.
Even mirvacevants and Leasury bills
remained at “comfortably™ high levels
Loward the end of U month, in spite of
the very sigmilicant increase in cash in
cirenlation.

EXCHANGE RATE

Athough the nominal exchange
rade of Lhe German mark has been very
slable, a carefol examimation of Lhe first
guarter uf 1997 reveals a nominal de-
preciation of the kuua at te e of 0.3%.

millions of kuna

millions of kuna

DMB'S DOMESTIC CREDITS
- Constant prices, January 1991

Rehabilitation of PBZ

— Seasonally adjusted
—— Trend-cycla
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| INDICES OF DALY NOMINAL EXCHANGE RATES OF
© KUNA VS. DEM AND USD, (January I, 1995= 100)
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Aveording 1o the exchange mbe list of th
National Bank of Croatin. the German
mark was worth more {han 357 kuba (e
PO German marks throughont the month
il March

This mon L the US dollar eaded jis
dizzying rise. and the |||F-1.4[:|. estalizshed
miercurreney pelalions remained valid,
Aualysts agree (hat such an ewchange
rate of the dollar represents a real meflee
tiom of the strenglh of e American
eeonomy at this partienlar moment. [n
other words, we v inopet nasd 1o oy
gt over G koma for Uie dollar

The Ttalian ra bas beey apprece
ating continmously =inee the middle of
the last wvear. in relalivn o both the
kuma and the German mark However,
in the last couple of months, the lira
geeqed o be moming out of breatl
agajnst the German mark on the world
markets. This is further vnhanest by
the projectinn of [aly's budeet defieit o
1097, in e amount of 4% ol the gross
domestic product (1% mers than e
coovergence  criteria allow)  Uimse
quently, the yalue of the lim droppel
Trows 970 liva to over TOU for one G-
man mark i the st couple of menths

such developments were also e
fected in mor exchange rate lsts, when
the lira depreciated shghtly in relation
tin Uhe Kuna during the Jast Dvn months
(ol 2 5% in dotal),

In Fehruary, we recorded o slight
depreciation i bth indices of the real
elfective exchange mie we bave heen
following. The real effective exchangs
by midex measured by producers”
prices reconted & minmal deprecialion
of 009, while the real effeciive ex-
change riate imles measural by relal
prices reearded o 037% deprecalion. AL
the same lime, (he nominal effectye
exchange rate fndex reconded a 0.13%
deprecmlion

Sneh developments i both indices
ol the real effective exchange rte m
February were in major part influenced
by the mal depreciation of the kooa in
relation to the 195 dollar at the (high)
rale of 4.9% Such a high rate of real
depreciation of e kuna in relation w
the US dollar resulted from the strong
growil of the exchange rate of the 105
dodlar 4o the German wark in Febroary
Lz vear
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BALANCE OF PAYMENTS

L the first ten months of 1996, the
current mecobnt deficll amounted Lo
USD 9% 6 million. which is approxi-
mately 26.0% less than the previous
vear. A similar improvement, ie a de-
crease was alsa recorded in the et
ermors amd sinissions ftem. In the first
ten months of 1996, nel errors and
omissionz amonnled (o LSO 75349 mil-
Liom, or approximately 17% less than o
the same perind in 1995 Such high
rates of decrease in Lhe current aceount
deficit, as well as i pet ervors and
omissions, are due 1o the following: an
inerense in net Wwarist revennes {which
grew by USD 445 million or 47 8% in
the first ten months 1996 compared Lo
the same period in 1995), an increase in
direel  foreign  imvestment (in the
amount of USD 1997 million or
A15.7%), and an inerease in pel corrent
transfers (in the amonnt of 18D 152
il o 29,04,

i we take a look at the kuna
aounts of exports and topors (which
dre more reliable due W stronger oscil-
lntions in the exchange mie ol the TS
dollar), we notiee a slight decrease in
exports and mmports in Febrory eom-
pared to January, Exports recorded in
February 1997 exceeded the February
156 figure by 38.5%, while imports
imerensed by 56 P in the sae period,

U Uie side of exports, i Febroary
1997 eowmpared to Febmary 1996 we
recorded n 28.6% increase [nootermed:-
ate goods, p 34 5% inerease (o consumer
goodds, and a 133.3% increase in invest-
went grars Sneh a bigh mie of growth
ol exporls of nvestwent goods resalted
priwearily from the mlensive growih of
exports of propulsion engines and metal
Processing equipment.

On the side of imparts, m Febro-
ary 197 compared to February 1996,
growth was recorded in intermediate
goolds (6] 6%), in iovestment goods
(82.0%), and in consumer goods
{5l 2%). The most significant growth of
imports was recorded in Uransportation
vilneles

IHDEHF REAL EFFEETI'I'E ﬂﬂﬂﬂ{iE RATE DE EWHMH KUNA
1992:1=100
80
78
76
T4
T2
70
68
&6
64
62
60

Note: IRER] - mdmuilpnm
VR it prodocms s

millions of USD

BALANCE Gf PAYMENTS in mﬁinnl of USD {prelmmmr dm] J-
indices I
Jan.-Dec, 96 Jan-Dec. 95 Jan- Dec. 94/jan. D 95
| Current account -Mes -13513 114
. (apital and financial accounts  659.9 8l4.1 8l
NBC international reserves - 4173 -4914 B47

et errory and ommisions 1519 1035.6

MERCHANDISE EXPORTS AND IMPORTS (in millions of USD)
Jan.-Feb. 1997, Jan.-Feb. 1996.  Feb. 1997, Feb. 1996.

B56.9 681.3 3.0 W16
13718 1028% LK 501.8

wmqm

EXPORTS
IMPORTS
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' e MONEY MARKET AND

AHHIMI. IHTHHT RATE ON THE ZAGREB HEIIHE‘I' MARKET INTEREST RATES

Daily data ]
: a5 The avernge daily mterest rate on
| | the Money Markel oscillated significantly
1 30 | during the last month (between 10.3%
J: o5 | and 135%), as n result of cerlain power
i | ful focluations in the liquidity of the
o 20 1 banking svstem in the st fonr weeks,
15 L Supply and demand kept missing one
annlher, depending oo liguidity - Theps
10 1 W | Iore, not even the National Bank of Croa:
é L | ta conld remain unconcerned, and it
. : ' & S mtervened through the means of repo

auctions. The aim was ool merely (o

& - & Ehhh imai alsn bo
%Eggiéggggéggéggg maintain lquidity. but adso ko prevent the

TH3/EE

growth of interest rales an the Mopey
! —e él Market, so that Lhe effect of any such
. ——————————————  ¢mwih would ot spread 1o deposit
| INTEREST RATES ON NBC BILLS ON YOLUNTARY BASIS IN 1996 I movey banks crdit mtex 1 5 et
I img to mention Umt the average daily
Annual level, on auction days ;. interest ke lends Lo grow towards the
W - - — 1 end of the week especially prior 1o re
r‘qﬁ o tirement benefits payments and tax ad-
25 T ’\ —— Dwe n 35 days vice payiments beomning due. [uterest
. S 1 ¢ Duein 01 days rtes, according to the maturity sl the
! ® Cue in 182 days category of loan, changed very Jittle, 1
! 15 4 maimning betwen 9% and 11% on callable
- % !l: Joams. betwest 9% and 11% on loans up to
10+ | fve days, between 11% and % on 7 - 30
J 4 iy loans, and between 16% and 18% for

57 ! Joens in exeess of 30 days
a Short-lerm serurities bave shown

~ r w1 relative siability in terms of the yield
SIERETERREREE g ¢ 0 Voluntary treasary bills bearing 7.6% for
RA82EI=55F ;¢ R 35 days matority and 9% for 91 days
walurity still mepresent & useful fnvest-

= =T iEetesr e “_mﬂ wient for depasit motey banks, because n
OWBS INTEREST RATESON CREDITS I KLNA addition to bringing a secure return. they
also represent quality coverage in case of

Amnial fevel | ligudity problems, AL the sane tioe, they
78 r - are fulfilling their primary pirpose as a

25 E sterilizalion instrument, which suits {he

24 monelary aithorities. Treasury bills of
the Ministry of Finance pepresent ag

= %’ equally sttrmetive [inancial instrument 1o

% 20 Neposit mones banks, as well as 1o othor
18 fvestors, thanks 1o thelr favorable e

15 4 T B | iom However, thanks to this atiraetive

14 [ l: :;;;:TTM”[D v ﬁ ness, the retwms on Lvasury bills of U

12 ot 1 Ministry of Finanee have been decreasing

0 L——;—r- . T || slightly, Thus. the interest mtes attamed

J, : - = | inavctions throwghaut Marel amounted
:5_ A § § § g E a -‘A to 10.25% for 42 days maturity and 2%

for 81 days maturly
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2l

Thee weehanism of tanslor of ef-
feeks of chamges in interest rales on the
Money Marked o deposit money banks”
imteres] rales can finally be seen, Consid-
ering b fevel of development of our
finaneial system, this effect  requires
mueh more Lo Lo is osually the case
in muore developed conntries. The average
imterest wate charged by deposil money
banks for newly-pranted cradit fell to
172% (for knna loans withoul the cur
reey clanse), and o 174% (for Kuna
foans with the rurreney clanse), In onder
to illustrate the interest mte levels based
on differeut matueity, we should e
s pepresenlative interest mies The
avetage short-term [nterest mte (oo ko
loamns withool the cnrrency elanse) has
beep ot 17 3%, while the avernge long-
term intercsl mmle (o0 kuna lnnns with
the eurreney clanse) has been at 126%
Thee vangte of eredit interest mites in dil-
forent binks vary between 0 9% and
490% o huua loans without the cor-
rency elause wml between B3% amd
H 2% oo ko loans wilh the currency
clapse Lemling Croatian banks  bave
been keeping their credit interest rates
bedow' Ihe hanking system’s  average,
wliel Bz the fope of & fother de
ervase i intemst rales

Tl s boeni a elauge in deposit
mtes alsn While e mlerest rles on
ko deprsits were quite stable inlerest
rles oo [opelgn curvency deposits de-
creased significanty i the first two
mumtles of the year, The average interest
mle pavahle deereased by almost one
prrcentage ol due to e deemase i
erest rades payable on all sorts and on
different maturity of [oreign cumeney
thepasiis Thos s probably thatks o ex-
tremedy lugh ol of Turegn cirrency
savings Uhronghiol 1996, while Lhe bank-
ing system still vequires more of the Kina
sourees of funrls

The resall ol such developiments in
deprosit woney hantks" eredit aod deposit
rales b been the eonstant decrease of
the mteres=t e “spread” in nbsolute
ol {1 8% pereentage poinls) How-
ever, Lhis contaitis o hidden warning:
pamely, depsil wilerest mies have also
begeny e e alotyg wilh the deerease
I erelit imteresl mlbes,

“
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in kuna and interest rates on non-indexed depum.mhm.

D‘:FFEREHEE BET‘HEEH INTEREST RATES I}H [F.EDHS IN KUNA AND

INTEREST RATES ON DEPOSITS IN KUNA
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