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Real Sector and Prices

REAL SECTOR

Throughowt 1998, industdal pro-
duction has grown fasier than the rest of
the real sector. 118 growth rate has alse
exceeded that of the whele economy,
Quarterly year-on-year growth rates of
mdustnal producton amounted w 6.3
percent e furst quarter, 5.2 percent
the second quaner and 88 pereenr in
the thued quarter. Positive developments
in industnal activiy have oot had a
major impact on the growt mie of the
ccanomy as a whole, since the share af
the industral production in gross do-
mesiie product s now less than 23 per-
cent. Al the end of Seplember, annual
growth ol indusinal production amous:
ted 1o 6.7 pereent. Processing industry
and elecine energy exceeded the aggre-
gare prowth rate, while production m
the area of mingg and extriction stag-
nated ot Jast year's levels, The wend
curve of toml industry has grown for
three conseculive years. The average
e Jevel this year exceeds banh the av-
crage brend level in the same perod last
year and the average trend level for all of
1947 (by 7.1 percent and &.2 percent. re
spechively),

Developments in processing  ine
dhustry liave been especally interesting.
Processing sndustry accounts for 85 per-
cent of wonal jndustral producton and
almast ull of the merchandime exports uf
the Republic of Crmatia o tie i pine
madths of the year, processing industry
expoits increased 134 percent in kuoa
terms. This sigmificant jucrease was
prumanly due tw a lorge increase m ex-
pocts ol the publishing and printing -
duscry [88.1%), production of machines
and equipinent (21.3%), and produc.
uou of other transpotaton  devices
[299.3%). Faparts of the fpodsmuitls -
dustry and of the chemical indusiry re-
mmaned at lase vear's levels. Therefore,
the increased production of these mo
ndintres in 1398 has been sold on the
domestic market,

Inn the same penod (e st nine
months of the year), processing indusiry
imports inercased 38 percent in kuna
werms, et accountng tor o subsian-

REAL GROSS DOMESTIC PRODULT, 1995 =100

o r—ma -
| Seasonally adjusted [

MANUFALTURING PRODUCTION INDEX
Seasonally adjusted and trend-cycle (1995=100)

Srusnuull:. adjusted
Trr

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

20

| —— Evasuully adjusted
— Tretid-eyrly




10 Real Sector and Prices

PRODUCTION OF FOOD AND BEVERAGES
Seasonally adjusted and trend-cycle {1995 = 100)
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tial share of total impors whose impons
fell this year relative to last year include
production of machines and equipment
12.6%), productuon of leod and beeer-
ages [4.6%), and productuon of mictals
(2.6%). The largest camnbunon w the
increase i lola) unpoens came from the
producnen of meoar vehicles, malers
and senu-tranlers (14.2%) and produe-
uon of chemicals and chemical products
(11491,

Up w the seventh month of the
year, chain indbces al inventornies af fin-
ished products in bedustey indicated, on
average, 4 decrease a0 inventories of
finished products. In August, the value
of inventones of fmshed products -
creased suddenly compared 1o July, due
to an increase i mventones m the poo-
duction of metals and the produeton of
furmture,

Preducnvity of labor in industry
vcreased by 118 percent cwmulatively
in the first eight menths of the year, The
number al penple emploved in industry
has continued 1ts downward rend, Av-
erage employment in 1998 15 4.1 percent
less than last year's uverage.

In line wnh increased industrial
production, consumption of electrical
energy and consumprion of fuel for
power-generation and technological
purpases alen increased. The cumuls-
tve annual incresse at the end of
August ameumted 10 2.6 percent.

The mdicator of the quanuty of
goods rransported shows an eight-
month increase of 4.1 percent. The
uanty of goods transponed in Augus
1598 was (1.6 percent less than in August
of last year, Passenger transponation has
declined significanty throughout the
vear, The most significant decrease has
occurred in road transportation. Com-
pared 1o Augual nl last year, passenger
transportation decreased by 6.7 percent
(e cumulanvely hil.' £,

Real growth of retua] bade tumover
for the fimt eiglt months aof the year
amounted w20 percent  Turmover
during June - August of this year was
eqpual, in geal tenns, 0 twrnover in the
same poried las year,
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Conmstruciion activity  (measitred
by the physical volume of construction
projects) in the first five manths of the
year gxceeided the same peniod last year
by 4.5 percent. The swme wdicator in
1997 had exceeded the 1996 figure by
134 percent. The monthly average vol-
wine of construction projeets completed
i the first live monthe of e year wan
bower than the average of constraction
projects completed Tor all of 1997, The
value of constuctian projects carned
ol abroad i the second quarter ex.
ceeded the imt gquaner lgure by 4.2
percent, whale the value of orders tor
congiruction projects abroad was Jour
tiries Jower i the second quarter than
it the first quareer of the year,

The anumber of ourst night-says
in the fist nine menths of the year ex-
ceeded the compamable penod i 1997
by 3.3 percent The nuwmber of faregn
might=stays increased by 5.2 percent on
the annual level A the same time, the
number of domestic mght stays has de-
clined throughout 1998, During the
four modl scuve maonths, the preruad
Juie - Septetber, tie number of lourisl
night-stays was 4.2 pereent hugher than
i same penod last year, The number ol
fureign wunst mght-stays increased by
6. 1%, while the number of domesne
teanist night stays decreased by 6.5%

PRICES

Retail prices conunued ther Sep-
tember upwand trend throughour Oco
ber. According o the Smie Bursau of
Stansnes' report, retal prces increased
by Q5 percent in Ocwober. Proces of
goods participated with 3 04 percemt
increase, while poces aof services in-
creased by 13 percent. Prces ol services
mereased in Cletober in major part due
w the inerease in the pnee of public
transpoctatien in Zagreh, s weell as due
tw higher prices of the annual road-toll,
pupils’ dormunones and kindergarens,
Prices of publi wansponarion will re-

turn to thetr onginal (pre-increase] lev--

cls in Nevember, Therctore, the effecr of
that prive increase will not be pullified
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' q  until next month. The growth of goods
INDICES OF RETAIL PRICES, COST OF LIVING AND PRODUCERS' PRICES prices can be explained by the deprecia-

Dctober 1993=100 tion of the kuna, which caused an in-
crease in prices of imponed products,

130 The inerease an prices of idustral non-
125 — Retall priges R e e L e [nodstufls. amounted 1o 06 percent in
10 — Lost of living — e et Ocwober. Increased prices of automo-
115 == Priducers’ juices | T e T i W biles, henschold applisnces and texnle
1 A S e products were the main contnbutens 1w

this increase. Decreased  prices were
seen anly in prices of agniculiural prod-
ucts and foodseutl, which sabulized the
total retail price index. On the annual
level, retal prives reconded a 6.1 percent
increase; the prices of services grew by
13.2 percent and 1he prices ol goods by
1.4 percent.
The vost of living increased by 0.2
A percent in Ocober, with prices of serv-
RELATIVE PRICE INDEX FOR NON-TRADABLE GOODS wes acreasing by 09 poreent, while
{prices of services relative 1o goods' prices), 1992=100 prices ol goods remained unchanged,
The majer contnbutars o the increase
in the ¢ost of living are expenses on
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trausportation services (L5% increase)
and clothes (1A% increaseh. Nutntion
expenses decreased ain October by 0.8
percent. The cost of living inercased by
6.2 percent on the annual level, with
goods increasing 1.9%, and scrvices in-
creasing 13.7%.

Following a three-month period of
decrease, producers’ prices inereased by
.4 percent in Oaaber. On the unoos)
level, producers’ prices are still down by
2 | percent,

INDICES OF RELATIVE PRICES OF FOOD AND HOUSING EMPLOYMENT AND WAGES
January 1997=100

1 In Seprember, the number of reg-
=3 | istered onemploved increased by B 136
or 29 percent, reaching a total af
286,780, This represents an incrcase of
443 {or 3.4%) compared 10 the end of
Sepember last year. The bicrease
regustered unemployment in September
was mainly dus 1o a seasonally bagh in-
How into the regster, which, with Sep-
tember’s total of 26,820 regstered un-
— = e : employed, exceeded last Seprember's
a8 & o = W Ggure by 1,331, Average segmistered oo
GRS " employment throughout the first nine
months of the year sxcecded the same
period Jast year by 8,749 (1.e. 3.2%:).

] !m ]
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Employment and Pay

Emplovment decreased I Sep-
tember by 11,712 (e 0.9%), reaching
1349066 at the end of the momh
Compared to September 1997, em-
ployment decreased by 32,684 or 24
percent In the first nine months of the
vear, employment was on o average
47 442 (or 34%) lower than i the same
peried last year, The September de-
crease in the workforce amounted 10
3,576 or (1.2 percen, L".ﬁm;:.u:d e Sep-
tember last year, the workforce de-
creased by 23 241 {or | 4%). At the same
nme, the average of the lirst nine
months of the year was lower than last
year's avernge by 28,683 or 2.3 percent.
The rae of unemployment was 7.5
percent at the end of September

The September decrease in nomi-
nal net wages (by 36 kuna or 13%) as
well as e pross wuges [by 78 kuna or
2.2%) ended the long period of unin-
terrupred groath of wages thar bepan
towards the end of 1994, In nomimal
terms, net wages increased by 12.6 per-
cent on average in the first rune manths
ol the year comparad o the same peniod
last year, whale in real eems the growih
il net wages amouonted to 5.6 percent,

In the same penod, gross wages
increased by 134 percent nominally, vLe.
6.3 percent in real tenms.

MONETARY
DEVELOPMENTS

September developoents in mone-
tary and credit aggregares were signifi-
captly differemn fram those in August.
However, they were o bone with expec-
LALIGDE,

Throughaur July and Augu, ol
ligquid assers grew at an average monthly
growth rate of 3.0 percent. In Seplem-
ber, the prowth of the 1ol liguid assers
ceased. Moreover, a decrease of 0.3 bil-
lien kuna (Le. DA6%) occurred. The
maney supply, the most I.ic;uid COMmpo-
nent ol the M4, decreased by 0.8 billinn
kuna i.c. by 3.8 percent (by exactly the
amount of N8 nerease m August). This
decrease in maney supply was the result
of an equal decrease ur both cash and
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14 Monetary Developments

il deposit money {around 6%}, while in
MONEY SUPPLY Seprember last year, the decrease in cash
was stranger and the decrcase in deposit
145, meney was significantdy malder.

14000 }.{ —— tash () g s i While the money supply de-

£
12 000 — [epusit mmoey (1) L | creased, quasi-money increased by 035
& etz M TN ESTER eI, Lt i _

| billion kuna or 1.3 percent. Kuna nan-
10000 ¥ S i | mooeary deposits stagnated at their
end-of-Augus  levels, while foreign
currency deposits wcreased in Seprem-
ber a1 well The nerrase was anly
slightly below the average momthly
r_‘mw‘th of foreign cumency d:pmin
{1.88%) in the penod from the beginning
ol June 1 the end of Scptember this
vear. Nevertheless, the growth of fareign
currcncy deposits (expressed in kunal is
currently being affected by the depre-
ciation of the kuna These develop-
CASH 7O DEPOSIT RATIO (T/D) AND SHARE OF CASH IN MOREY SUPPLY (T/M1) ments brought tolal liquid assets 1o 56.2
billion kuna at the end af’ Scplember.
& According o September data, wtal
credit has been growing at a more rapid
u_? M -l i b gt - ...._ = Pa.::- ‘lg:l”h m ﬂm-.dm—n pfg—mrlh
of credit which staned amund the md-
6 . )
dle of the second quarter, primarily as o
s [ i result of mensures undertaken by the
ceniral  bank, brought the monthly
fi.4 R e AL . gy g I growth rare of credit to 0.2 percent in
| August In September, however, the
LB S, "l ; manthly growth rate of credit increased
tenfald 2.1 pereent. Credit grow by
11 billion kuna, amownung w 57 bil-
hion kuna at the end of Seprember.
Ar present, growth in credil s in
pant a resule of the deprecianon of the

millinns of lkuma
s 8§

kuna, since some kuna credits are in-

MONETARY AGGREGATE M4 dexed 1o the exchange mic of the Croa-
tan kwua to the German mark.
il 0y These dﬂl:]-l.]i,]l‘lwﬂlt‘l caused an m-

crease 1n the snnual monil-on-month
growth rate of credin, from 30 pereent in
FTY ] [ R e August 1o 313 pocent in September.
£ . Analyzing by sectors, the growth of
= B0 | L T ctedit to the househald secior continues
g 1o slow down on the annual level, while
T 20,000 f--r o _ the growth mte of credit to the enter-
- prise sector cantinues to accelerate. Al-
hies! - o most half of the wotal growth of credinin
wap;lﬁ"'lﬂ o Seprember 15 accounted for by credics
RO given by wwo of the largest domestic
EBREEZEEE banks, while 15 percent af the ercase
- 5 accounted for by credit gramed by
foreign banks.

m.“ﬂu i {afeals Lam | bk ek i
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In Seprember, for the first time af-
ter four months of decrease, an increass
in banks' claims on central povernment
was seen: (1.2 billion kuna or 1.2 per-
cent, mostly due 1o an icrease in credit
granted to exura-budgetary funds. Along
with shan-term credit of 0.6 bilkhon
kuna (granted w the staie budget by the
central bank) and with the fact tha
central government deposits increased,
net bank claims on central government
increased by 9 percemt in Seprember
compared ta August of this year,

Alhough  September saw  more
rapid growth of credic and net claims on
the ceniral government, net domesti
assety of the monetary sysiem did noi
exceed the level expected ar the end of
the manth (.. 41 billion kuna),

Met foreign assets of banks and of
the entire monetary system ended their
rwo-manth positive trend in Seplember,
Comenercial  banks' foreign liabilities
increased by 0.2 bullion kuna or 1.4 per-
cent, due to a moderate mcrease i for-
vign banks’ shon-term deposits as well
as an wcrease i fang-term credit {nom
toreign  developrent bunks. On the
uther hand, foreign assews decreased in
Seprember by (L8 ballion kuna or 5 per-
cent. The muin reason lor the decrease
in banks® foreign assets was the ranster
of 1.5 bullion kuna of required forcign
exchange teserves o special accounts
with the central bank. The rest of the
decrease relers to the iquidation of deba
service llabalities 1o foreign countrics
and insuruncns, as well as 1o the sale af
foreign exchange o banks” domestc cl-
[ {1

One of the reasons for the slow-
down of growth (e decrease in the
value) of fomign assets flems was the
September deprecianon of the US dal-
lar, “The dollar depreciated by 4.24 per-
cent agaiust the kina.

The Seprember deprecianon al the
LIS dallar caused a decrease in the kuna
value of foreign assets of the central
bank {which had a signiicant impae
on the decrease of net foreign assets of
the entire muonetary system)] by 0.7 ul-
lion kuna or 3.8 percent. This represents
aver 100 mudhan US dellars. However.

DMB's DOMESTIC CREDITS
Constant prices, January 1993
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Monetary Developments

CNB's INTERNATIONAL RESERVES
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the dollar value of foreign reserves ol the
cenrral bank increased in the same
month by LISEY |2 mulhon, reaching the
level of USD 2,757 3 million,

Ocwober developments were sig-
nificantly different. In the six forcign
exchange auctions held by the Croanian
Mational Bank, a wtal of USD [44.3
million was sold w commereal banks
(51K more than in September), with o
negative monetary elfect of 09 billion
kuna. Another USD 385 million was
sold i direct imiding with the coniral
government. Despite the increase in the
foreign exchange reserves of the central
bank caused by the deposic of USD 138
million ol commereial banks' required
reserves In [oreign exchange, ne foreign
assers of the Uroatian Nationd] Bank
decreased to UST 2,703.5 million. The
willingness of the centml bank 1o sl
generous quantitics of [oreign exchange
o commercial banks and o the gov-
ermment was pant of the monetary
authonty's responsibility 10 maintan b-
quidity in payments W foreign creditors
and regular debr service, as well as to re-
alize the moenctiry authori's desire @
slow the depreciation of the kuna
These activns resulted in decreases in
the level obs kuna liguidity. Conse-
quently, the entire penod saw increased
use of secondary sources of Tiquidity: the
averuge daily balanee of lombard credit
tnereased from 66 pullion kuna m the
first plne maonths ol the year o an aver-
age of 93 millivn kuno in the wn
mianths ol the year,

EXCHANGE RATE

The depreciation of the kuna
gpainst the Grerman tnark, which began
in Sepiember, continued  throughout
Oxctaber. A the beginning of Coober,
the Cruatian National Bank exchange
rate of the German wark was 36877
kutia, while at the end of the momly, the
mark renched 37318 kuna, According
to these data, the kuna depreciated
aganst the German mark by 1.3 per
cent, which iy significanly less than the
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September deprecianon ol 2.27%. I
should be noted thar the haghest level of
exchange rate al the German mark
during October was 37365 kuna. Thar
is alsa the highest level the exchange
rate has reached sinee February 1994,

[n spue of the depreciation of the
kuna against the German mark in Sep-
tember and October, the kuna appreci-
pred agamnst other currencies. By the
maddle uf Ocwober, the kuna had appee-
ciated against the US dollar by 6.7 per-
cenl compared 1o the beginmng alb
Seprember. Therefore, the nominal ef-
fective exchange mte (which akes inw
account developments i all exchange
rates relevant (o Croanan lorcign trade,
weighied according o their share 1n
Croanan foresgn wrade) appreciated un-
til mud October {as shown in the third
graph]. The nominal effective exchange
rate appreciated by 128 percent from
the beginning of Scplember to the end
of the first 1) days of Ocwober. Afier
that, the kuna started depreciating rap-
idly, due 10 ns depreciation agaimst both
the Germian mark and the US dollar. By
the end of Ocwober, the nominal effee-
uve exchange rate of the kuna had de-
preciated by 072 percent, which was
sull significantly lower than the depre-
clanon of the kuna against the German
mark {1.53%).

The real effective exchange rate of
the kuna apprecied throughout the
month of Seprember, due 1o the lac
that prices increased in September at
the rate of 0.9 percent. The real etfec.
uve exchange rate deflated by produc-
ers’ prices appreciated by 0.26 percent
and by 109 percent deflated by retail
prces. Cumulanively, from the begin-
mng of the yeur until September, the
real effective exchange mite depreciated
by 453 percent (PPD) and by 104 per-
cent ({CPI).

BALANCE OF PAYMENTS

The curremt account deficit in the
first six months af 1998 amounted to
USD 12504 million, an 8.1 percent de-

INDICES OF DAILY NOMINAL EXCHANGE RATES OF
KUNA V5. DEM AND USD, (January |, 1995= |00)
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INDEX* OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
(IREER -vithetail price, IREERD - with producers'prce), anuary 1994= 100 |
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HERCHANDISE EXPORTS (£o.b.), IMPORTS (c..£) AND TRADE BALANCE

L200

millions of USD

BALANCE OF PAYMENTS in millions of USD (preliminary data)

Hmmu
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12504 13604
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Current account

(apital and financial sccount
{NB international reserves
Net ervory and omistiony

MERCHANDISE EXPORTS AND IMPORTS (in millions of USD)

Jan.-Sept 1998 Jan - Sept, 1997 Sepr 1998 Sept. 1990
4476 3.140.5 453.5 AhiL5
62450 64723 T3 TH4T

28974 52014 2668 4242
Bmire ol Statisties_ |

Exports Lo.b,

Imports ¢ LL
fialanc

crease compared to the same perdod los
year, This decrrase was mainly caused
by the deorase in the merchandise
trade deficir (which decreased by 8.0%
in the fist six months of the vear cam-
pared 1w the same period lust year). In
the first half of 1998, the financial ac-
count surplus  amounted w USD
1,083.6 puallion, 4.7 percent less dhanin
the same period last year, The fipancial
account also underwent some signifj-
cant changes, The sale of Pliva stock
caused an increase o direct investment
of USD 434.7 million. This represenis
an increase of 1104 percent compared
to the first half of 1997, The decision w
require banks to make deposits on cor-
tain  categorics of foreign  borrowing
caused a net decrease in forcign bor
rowing in the second quarter. Conses
quently, the increase in net eredit -
abilities 1o foreign ereditors in the fim
six months of the year amotined (o
USEr 262.) million, a 42.6 percent de-
crease compared (o the fint six months
of 1957,

The improvement was especially
promineat in the second quarter of
1998, The cument account deficit of
USD 5737 million rcprosents a 175
percent decrease compared w the deficit
in the second quarter of 1997, Fusther
improvernent is expected in the second
half ot the year. The merchandise wrade
deficit in the third quaner was 198 per-
cent lower than in the same period b
year.

Acconding o the State Bureau of
Statisties, merchandise impors oif
were USD 62450 milbion in the first
nine manths of the year, 2.0 percemt less
thin in the same period last year. At the
same time, merchandise exports Lok
were USD 3,347.6 million, 6.6 percent
above the same period last year, The
merchandise rade defici amounted m
USEY 2.857.4 million, 1 9.5 percent de-
crezse comparcd to the tame period Lot
ypear, Expressed in kuoa, Croatian exs
poris amounted o 214740 million
kuna in the first nine mouths of the yer
{an 112 percent increase compared i
the same period last year), while im-




Interest Rates

ports amounted 1o 40,078.4 million
kuna (a 2.3 percent crease compared
to the corresponding 1997 figure).

MONEY MARKET AND
INTEREST RATES

Last month brought another shift
on the Moncy Marker, Interest rates in-
ereased again The average daily interest
rile increased by around 2.5 percentage
points campared to the end of Septem-
ber. Rates are currently oscillatng be-
mween 16,5 percent and 17 percent. This
15 @ result of the reversal of the situauon
on the Money Market compared 1o
August and September, when supply
was in excess of demand, Currently, we
are in 4 penod of high demand for
kunu, which has been rellecied nor anly
an the Money Market Zagreb, but also
on the mter-bank marker and on the
relavonship berween commercial banks
and the Croatan Navonal Bank.
Namely, the usage of TLombard loans
and repo auctions has been unusually
high.

The increase o the average
weighted bierest me on the mooey
muarket i a result of the increase w all
interest rates  regardless of  marunry,
Callable loans are agan being con
tracted with the interest re of 13 per-
cent. At the same ume, loans for 11 W
[5 days, for instance, are being armnged
witle tnterest rates of around |7 peccent,
leans for 16 1a 30 days at |8 percent in-
terest, while Joans for 31 1o 365 days
currently cost around 20 percent.

The problem of the increased de-
mand of the banking sysiem for kuna s
alse evidem from data available from
the auctiuns of Croatian National Bank
Bills and Treasury Bills of the Ministry
of Finance, Depiie the fact that both
CNE bills and Treasury Falls ol the
Mimistry of Finance are fint dlass sevu-
rities, with favorable yields and capable
af being used as collateral for Lombard
loans or lor epo wuctons of the Croa-
tian Naponal Bank, thar porchase
contaues 1o decrease Ar the same b,

ANNUAL INTEREST RATE ON THE IAGREB MONEY MARKET
Daily data
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INTEREST RATES ON CHB BILLS
Annual level, on auction days
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20 Interest Rates

the net purchase of feregn exchange
DMBs’ AVERAGE INTEREST RATES ON DEPOSITS CNB hills {which can be used for the
Annual level same purposes as kuna bills) continues
0 increase, Interest rates on Croatan
Matinnal Hank bills and Treasury Bills
uf the Mimistry of Finance remained
unchanged compared 1w ther Sepiem-
beer levels,

Commercial banks® lending rates
have been decreasing significanty since
the beginning of the vear, The average
interest pute ofl kuna loans with the
currency  <lause was 12 percentage
points below the June average in Sep-
tember {currendy it 18 13.4%). This s
especially signilicant m Light of the fact
that 45 percent of newly-granted eredit
with the curmency clause is long-term.
The average interest mte on kuna loans

DFFERENCE BETWEEN INTEREST RATES ON CREDITS IN KUNA AND | without the currency clause amounted
INTEREST RATES ON DEPOSITS IN KUNA w 15.6 percent in sqnmhﬂ Inierest-

ingly, 96 percent of newly-granted credit
withoutr the currency clause w shon-

term The level of interest mte depends
on several factom. Fimt, these loans have
no currency cause; therelore they are
|1rnh:4.hi!.r sensitive 10 developmenis in
the exchange rate of the kuna {which
has been depreciating laely), Second,
their short lerm reveals their purpose;
mantamning the houdy and solvency

: = of an entérprise. Third, these loans are

g L E T 8RR E usually given by smaller banks, which

Mote spread is cadoulabed as o difference bebween inerest rales on wn-eleed crodiis in kma . ]
e e e e E . have (on avernge) higher interest mtes,
—— - The average interest rate on for-

cign exchange leans amounted o 74

ARREARS REPORTED TO PAYMENTS INSTITUTE percent in September, which gives the

impression of a sudden decrease, How-

14,008 ever, the impression is incorrec) it in-
13,000 §~| —— Arrvars (lelt) e E. ] creased compared o August by 1.6 per-
{an0g | | — Hatiaof wrrears WA () e centage points. The incorrect impres-
sion was created by one commercial
bank sending in incorrect reporns, while
at the same time s weight in these
glm - s a Tt s s (P TR R T P PR PRI ST ey PRI Iﬂani Wi ‘I:I.—F h.gh. ‘-\hrr l.—l.-lrr:':'inn‘
B, (M3 . : SERNCIT were made {or the last three months, the

11,00
14,0l

millions of kuna

= 0 result is an increase, not a decrease.
rI-

The average interest rate on kuna
000 | - &

deposita increased shghily (1o 48 per-

cent), while the avermage inicrest rte on
foreign exchange depoans decreased by
viie full percentage point, o the level of
4.3 percent.
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These developments in commer
cial banks' lending and deposut interest OUTTURN OF CENTRAL GOVERNMENT BUDGET
rates have led 1o u decrease m the inter-

et rate spread. 5.000
STATE BUDGET 2.0

— frevenne apd grants
- Expenditure and sen lending
| === Surplus/deica

Seprember was the second month 2000 == mniieis

since the rebalanced budger was ap-

millians of kuna

pnwcr] wn whieh the ceniral povernment
ended up with a deficit, However, the

T -
I - =

total balanee in the firgt nine months al

the yeur was posiuve, and amounted w

194 million kuna The surplus, 10-

gether with foregn imdebledaess of 30]

mullian kuna, was spenr on repayment
of debt to dumestn, sectors (1495 nuld-
lion kuna). 5o far, domesie seciors were

CENTRAL GOVERNMENT DEPOSITS AT THE CNB AND BANKS' GIRO ACCOUNTS

repaid 63,2 percent of the Lotal anuco-

pated amount of debn repayment o 2000 1

1998, The most significant change in 1,500 | — Baske pirw accounts

financing occurred when debn repay- ol L ﬂmmmrul. hedney
i ‘s r | ====CNH hills al Greermmen(

ment o domesue sectors shified Trom W e .

forenn sources of financing 1o current
savings of the central government.
Beveniues realirad amounted 1

1200 fo
1,000 |
Gy
400

E
£

1.2 percent of estimated revenues, On

the annual level, they increased 365
percent. Frefic tax collestion and capital
revenues ancreased @t above-average

rarcs:
Al the end of Septemnber, three:
quaner realizanon of amouns pmicctv:d

for the year was noted 1o the followog
revenude slomis ncome ax, profic tax,
capital transfer Lax and value added tax. FINAMCING OF CENTRAL BUDGET DEFICIT

Expenditures were 71.7 percent of {in millions of kuna)
total budgeted expenditures for 1998 {or Jan - Sept. 1998 1998 Budpst

47 than in th *
P-EIL‘(‘H[ morg =0 LI i SAMmE PC Tﬂ'“.k H“H’UHG -1.1!'!4

nod last year), Savings (in the sense of
realizanan below 73 percent ar the end

DOMESTIC FINANCING -1.495
From ather general government 120
From manetary suthorities -Hil}
From depasit maney banks -1,
Other demestic financng T4

of third quarier) were achieved o cx-

penditires for salanes and employer

contnbutions (the larpest eapenditure

item), expenditures i conneenon with
payment of milereat, subsadies aod other
current 1ransferns and capital expench-

FOREIGK FINANTING
From intemational develop. imtitutions
From foreign povernments
Other foreign finangmg

tures. Other purchases of goods ad
secvices have had the highest level of re-
alieation relative ur the plan {802 per-
cent). Thelr year-on-year growth s also

haglhi.
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