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Notes on Methodology

Classification and Presentation of Data on Claims and Liabilities

Data on financial institutions’ claims and liabilities are classified
according to institutional sectors and financial instruments. Institu-
tional sectors are: financial institutions, central government and fun-
ds, other domestic sectors and foreign sector.

The financial institutions sector includes the following subsec-
tors: monetary authorities (the central bank), banks, other banking
insti-tutions and non-banking financial institutions. The central
bank is the Croatian National Bank (CNB). Banks are institutions
to which the Croatian National Bank has issued a license to perform
banking business services in accordance with the Banking Act, in-
cluding sav-ings banks during a transition period. Data on banks do
not include claims and liabilities of banks undergoing bankruptcy
proceedings, nor former branches of banks headquartered outside
the Republic of Croatia. Other banking institutions comprise hou-
sing savings banks, savings and loan cooperatives and investment
funds. Non-banking financial institutions are financial institutions
not classified as banks or other banking institutions (e.g. insurance
companies, pension funds).

The central government and funds consists of two subsectors,
the Republic of Croatia and central government funds. Until Decem-
ber 2003, the subsector Republic of Croatia included government
authorities, comprising the Croatian Roads, the Croatian Motorways
and the State Agency for Deposit Insurance and Bank Rehabilita-
tion. The subsector central government funds includes the Croati-
an Institute for Health Insurance, the Croatian Pension Insurance
Administration, the Croatian Employment Service, the Croatian Pri-
vatisa-tion Fund, the Croatian Waters and the Croatian Bank for
Reconstruction and Development.

Since January 2004, the Croatian Roads, the Croatian Mo-
torways, and the State Agency for Deposit Insurance and Bank Re-
habilita-tion have been reclassified, from the subsector Republic of
Croatia to the subsector central government funds.

Other domestic sectors include local government authorities, pu-
blic and other enterprises and households, including craftsmen and
non-profit institutions providing services to households. The subsec-
tor other enterprises also comprises banks undergoing bankruptcy
proceedings. In some tables other domestic sectors are divided into
the following subsectors: local government (which comprises units
of local and regional self-government), public and other enterprises,
and households (including craftsmen and non-profit institutions).

Foreign sector includes foreign legal and natural persons.

All data on claims and liabilities refer to balances at the end of the
reporting period. Foreign currency items are reported in their kuna
equivalent at the CNB’s midpoint exchange rate at the end of the
reporting period.

Table A1: Monetary and Credit Aggregates

The table shows data on some basic monetary and credit aggre-
gates, including their monthly growth rates. In September 1999, all
the monetary aggregates were revised. In previous publications of
the CNB, data on claims and obligations of savings banks were not
included in the compilation of the monetary aggregates.

Reserve money is taken over in its entirety from the Monetary
Authorities Accounts (Table C1).

Money (M1) is defined in the same way as the corresponding
item in the Monetary Survey (Table B1). It comprises currency out-
side banks, deposits with the CNB by other banking institutions and
other domestic sectors as well as banks’ demand deposits. Money
(M1a) comprises currency outside banks and banks’ demand depo-
sits, increased by the demand deposits of the central government and
funds with banks.

Broadest money (M4) comprises Money (M1), savings and time
deposits, foreign currency deposits as well as bonds and money mar-
ket instruments (all components are taken over from the Monetary
Survey, Table B1).

Net domestic assets are defined as a difference between total liqu-
id assets and foreign assets (net).

Domestic credit comprises banks’ claims on other domestic sec-
tors, other banking institutions and non-banking financial instituti-
ons.

In May 1999, bankruptcy proceedings have been initiated aga-
inst several banks so their assets and liabilities are excluded from
monetary statistics. In April 1999, those banks’ share in monetary
aggregate M1 amounted to 259.3 million kuna and in monetary ag-
gregate M4 amounted to 4,035.8 million kuna. Data for June 1999
are comparable with data for July 1999 if Domestic credit is increa-
sed by 3,513.5 million kuna.

Table B1: Monetary Survey

The monetary survey shows consolidated data from the Monetary
Authorities Accounts (Table C1) and Banks’ Accounts (Table D1).

Foreign assets (net) are the difference between total foreign assets
and total foreign liabilities of the CNB and banks.

Domestic credit is the sum of corresponding items from Mone-
tary Authorities Accounts and Banks’ Accounts. Claims on central
government and funds are reported on a net basis, i.e. decreased by
central government and funds’ deposits with the CNB and banks.

Money is the sum of currency outside banks, deposits by other
banking institutions with the CNB, deposits by other domestic sec-
tors with the CNB and banks’ demand deposits (item Demand depo-
sits in Banks’ Accounts, Table D1).

Items Savings and time deposits, Foreign currency deposits as
well as Bonds and money market instruments are entirely taken over
from the Banks’ Accounts, while item Restricted and blocked depo-
sits represents the sum of corresponding items from the Monetary
Authorities Accounts (excluding banks’ blocked deposits with the
CNB) and Banks’ Accounts. Other items (net) are unclassified liabi-
lities decreased by unclassified assets.

Table B2: Number of Reporting Banks and Savings
Banks and their Classification by Total Assets

The table shows the total number of banks and savings banks
during the transition period which report monthly to the CNB. Their
operations are shown in the Banks’ Accounts. Monetary statistics
includes reporting institutions under liquidation and, until February
2005, institutions whose operating licences have been revoked, but
which have not initiated liquidation proceedings.

Special reporting requirements applied to savings banks until
June 1995. Savings banks were not legally obliged to report on their
operations, so that data up to June 1995 relate only to those savings
banks that reported voluntarily to the CNB. From July 1995 on, the
data cover all registered savings banks.

The table also shows the classification of reporting banks and sa-
vings banks according to their total assets.

Table C1: Monetary Authorities Accounts

The table reports data on claims and liabilities by monetary au-
thorities.

Foreign assets include the following forms of foreign currency
and kuna claims on foreign legal and natural persons: monetary gold,
holdings of special drawing rights, foreign cash in vault, reserve po-
sition in the International Monetary Fund, current account balances
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with foreign banks, time deposits with foreign banks and accrued
interest, foreign currency security investments and other claims.

Claims on central government and funds are loans and overdue
claims on the budget of the Republic of Croatia. In accordance with
the Croatian National Bank Act that entered into force in April 2001,
the Croatian National Bank may not extend credit to the Republic
of Croatia. Hence, this item comprises only overdue claims on the
budget of the Republic of Croatia based on the payment system ope-
rations and the liabilities to the IMF and foreign banks. Until April
2001, Claims in kuna were short-term loans granted for the purpose
of overcoming timing differences between incoming revenues and
execution of budgetary expenditures, long-term loans granted by
special decrees by the government of the Republic of Croatia, and
overdue claims on the budgetary central government, while Claims in
foreign currency was a counter-entry to the liability to the IMF based
on the succession of membership in that institution.

Claims on other domestic sectors are loans and overdue claims on
other domestic sectors, including banks in bankruptcy proceedings.

Claims on banks are credits to banks and overdue claims on banks.
Credits to banks comprise Lombard credits, short-term liquidity cre-
dits, other credits and reverse repo transactions. Item Lombard credits
comprises credits to banks for regular maintaining of the day-to-day
liquidity, which were replaced by Lombard credits in December 1994.
Short-term liquidity credits, which have been granted since the be-
ginning of 1999, also serve to bridge liquidity problems. Other credits
include intervention credits, special credits for bridging liquidity pro-
blems granted in the past (initial credits, prerehabilitation credits), due
but unpaid credits and deposits of the CNB with banks. From April
2005 on, reverse repo transactions are conducted on a weekly basis.
Overdue claims on banks comprise settlement account overdrafts (un-
til mid-1994) and banks’ failure to correctly and promptly allocate and
maintain statutory reserve requirements.

Since May 1999, Claims on other domestic sectors include over-
due claims on banks against which bankruptcy proceedings have
been initiated. Due to the reclassification of savings banks from the
sub-sector other banking institutions to the sub-sector banks, data
for Claims on banks and Claims on other banking institutions have
been revised.

Reserve money consists of currency outside banks, cash in banks’
vaults, banks’ deposits with the CNB, other banking institutions’ de-
posits and other domestic sectors’ deposits with the CNB. Banks’
deposits are: settlement account balances, statutory reserves deposi-
ted on a special account with the CNB (including, from March 2006,
special reserve requirement on liabilities arising from issued securi-
ties), CNB bills on an obligatory basis and overnight deposits. De-
posits by other banking institutions included, until September 2003,
settlement account balances of housing savings banks. Deposits by
other domestic sectors are other domestic sectors’ giro account ba-
lances which, on the basis of legal acts are deposited with the Croa-
tian National Bank.

Restricted and blocked deposits include required foreign exchan-
ge reserves and accrued interest, restricted deposits and blocked fo-
reign exchange deposits. Banks are required to set aside the reserve
requirements against certain foreign exchange sources of funds and
the marginal reserve requirements (from August 2004 on) in special
accounts at the Croatian National Bank. Restricted deposits are kuna
funds set aside on the basis of a court order or legal regulation, kuna
funds set aside in the period between May 1999 and April 2002 and
deposits of banks against which bankruptcy proceedings have been
initiated. Blocked foreign exchange deposits are funds that were set
aside in special accounts at the Croatian National Bank for repaying
unpaid amounts due to foreign creditors.

Foreign liabilities include use of IMF credits, liabilities to interna-
tional financial institutions and foreign banks and accrued interest.

Central government and funds deposits are demand deposits and
foreign currency deposits of the Republic of Croatia and central go-
vernment funds with the CNB, and CNB bills purchased by central

government institutions.

CNB bills are kuna and f/c CNB bills on a voluntary basis, exc-
luding CNB bills voluntarily purchased by central government insti-
tutions.

Capital accounts include reserves, provisions and the income and
cost accounts.

Other items (net) are unclassified liabilities decreased by uncla-
ssified assets of the Monetary Authorities Accounts.

Due to the reclassification of savings banks from the sub-sector
other banking institutions to the sub-sector banks, data for Currency
outside banks, Banks’ cash in vaults, Banks’ deposits and Deposits of
other banking institutions were revised.

Table D1: Banks’ Accounts

Banks’ Accounts include data on banks’ claims and liabilities.
Banks” mutual claims and liabilities are consolidated.

Required reserves held at the central bank include kuna and fo-
reign exchange reserves. Kuna reserves include vault cash and kuna
funds held in accounts at the central bank. Foreign exchange reserves
include foreign exchange held in CNB’s foreign exchange accounts.

Foreign assets are the following forms of kuna and foreign cu-
rrency claims on foreign legal and natural persons: foreign cash in
vaults, deposits with foreign banks (including loro letters of credit
and other collateral), securities, loans, and equities.

Claims on central government and funds are the following forms
of claims in kuna and foreign currency: securities and loans.

Claims on other domestic sectors include the following claims in
kuna and foreign currency: money market instruments, bonds, loans
(including acceptances), and equities.

The same forms of kuna and foreign currency claims are included
in claims on other banking institutions and non-banking financial in-
stitutions, with one difference: Claims on other banking institutions
also include deposits with those institutions.

Items Demand deposits, Savings and time deposits, Foreign
currency deposits as well as Bonds and money market instruments
comprise banks’ liabilities to other domestic sectors, other banking
institutions and non-banking financial institutions.

Demand deposits include giro and current accounts balances and
banks’ obligations arising from kuna payment instruments issued,
minus currency in the payment system, i.e. checks in banks’ vaults
and checks in collection.

Savings and time deposits are kuna sight deposits as well as kuna
time and notice deposits.

Foreign currency deposits are foreign currency sight deposits as
well as foreign currency time and notice deposits.

Bonds and money market instruments are banks’ liabilities for
securities issued (net) and loans obtained. Issued subordinated and
hybrid instruments, purchased by foreign investors, are excluded
from this item.

Foreign liabilities comprise the following forms of kuna and fore-
ign currency liabilities to foreign legal and natural persons: giro and
current accounts, savings deposits (including loro letters of credit
and other forms of collateral), time deposits, loans received and liabi-
lities due. Issued subordinate and hybrid instruments, purchased by
foreign investors, are also included in loans received. Central gover-
nment and funds’ deposits are all forms of banks’ kuna and foreign
currency liabilities (except restricted and blocked deposits) to the
central government and funds.

Credit from central bank comprises loans obtained from the CNB
and deposits by the CNB with banks. Repurchase of securities is also
considered and treated as a loan.

Restricted and blocked deposits comprise the following banks’
liabilities: kuna and foreign currency restricted deposits by other do-
mestic sectors, other banking institutions, non-banking financial in-
stitutions, central government and funds as well as foreign legal and
natural persons; and households’ blocked foreign currency deposits,
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regulated by the Act on Converting Households’ Foreign Exchange
Deposits into the Public Debt of the Republic of Croatia.

Capital accounts are share capital, profit or loss for the previous
and current year, retained earnings (loss), legal reserves, reserves
provided for by the articles of association and other capital reserves,
hedging reserves, unrealised gains (losses) from financial assets cla-
ssified as available-for-sale assets, value adjustments and and collec-
tively assessed impairment provisions.

Other items (net) are unclassified liabilities decreased by uncla-
ssified assets, including the fair value of derivative financial instru-
ments.

Tables: D2 — D12

This group of tables (with the exception of Table D5) represents
an elaborate presentation of appropriate items of claims and liabiliti-
es of Banks’ Accounts (Table D1).

Table D2: Banks’ Foreign Assets

This table shows banks’ claims on foreign legal and natural per-
sons.

Foreign assets of banks’ comprise foreign assets in kuna and fo-
reign currency.

Claims on foreign banks and Claims on foreign non-banks (total
and by financial instruments) are shown separately within both fore-
ign assets in kuna and in foreign currency.

Table D3: Banks’ Claims on the Central Government and Funds

The table shows banks’ kuna and foreign currency claims on the
central government and funds. The item Securities, shown under
Claims in kuna on the Republic of Croatia, also comprises bonds ari-
sing from blocked foreign currency savings deposits issued in accor-
dance with the Act on Converting Households” Foreign Exchange
Deposits into the Public Debt of the Republic of Croatia.

Table D4: Banks’ Claims on Other Domestic Sectors

The table shows banks’ kuna and foreign currency claims on ot-
her domestic sectors, classified according to financial instruments:
money market instruments (including factoring and forfaiting since
January 2004), loans and advances (including acceptances and pur-
chased claims), and equities.

Until October 1994, foreign currency loans could be granted only
when banks simultaneously borrowed abroad in their own name and
for the account of the end-user.

Table D5: Distribution of Banks’ Loans by
Domestic Institutional Sectors

The table shows data on kuna and foreign currency loans granted
by banks to domestic sectors, including acceptances, financial leases,
payments made on the basis of guarantees and similar instruments,
purchased claims, and until December 2003 factoring and forfaiting.

Table D6: Demand Deposits with Banks

The table shows demand deposits with banks, classified by dome-
stic institutional sectors.

Demand deposits are the sum of other domestic sectors’, other
banking institutions’ and non-banking financial institutions’ giro and
current accounts balances, minus currency in the payment system
(i.e. amount of checks in banks’ vaults and checks in collection).
Banks’ obligations arising from kuna payment instruments issued are
included in the household sector.

Table D7: Time and Savings Deposits with Banks

The table shows kuna savings and time deposits by other dome-
stic sectors, other banking institutions and non-banking financial
institutions with banks.

Table D8: Foreign Currency Deposits with Banks

The table shows foreign currency savings and time deposits by
other domestic sectors, other banking institutions and non-banking
financial institutions with banks. Foreign currency savings deposits
are all foreign currency sight deposits and foreign currency payment
instruments issued while foreign currency time deposits also include
foreign currency notice deposits.

Table D9: Bonds and Money Market Instruments

The table shows banks’ liabilities for securities issued (net) and
loans received from other domestic sectors, other banking instituti-
ons and non-banking financial institutions.

Money market instruments (net) comprise banks’ net liabilities
for CNB bills, bills of exchange (issued and accepted) and other se-
curities issued.

Bonds (net) comprise banks’ net liabilities for kuna and foreign
currency bonds issued, as well as issued subordinated and hybrid
instruments, excluding those purchased by foreign investors.

Other domestic borrowing comprises loans received, reported to-
tal and classified by institutional sectors.

Table D10: Banks’ Foreign Liabilities

The table shows banks’ total foreign currency and kuna liabilities
to foreign legal and natural persons, with the exception of restric-
ted kuna and foreign currency deposits by foreign legal and natural
persons.

Banks’ foreign liabilities comprise foreign currency liabilities and
foreign kuna liabilities.

Within foreign kuna and foreign currency liabilities, liabilities to
foreign banks are reported separately from liabilities to foreign non-
banks (total and by financial instruments). Loans and advances also
include issued subordinated and hybrid instruments purchased by
foreign investors.

Table D11: Central Government and Funds’ Deposits with Banks

The table reports total banks’ kuna and foreign currency liabilities
to the central government and funds, with the exception of restricted
(kuna and foreign currency) deposits by the central government and
funds with banks.

Kuna and foreign currency deposits by the Republic of Croatia
and central government funds are shown separately. Kuna deposits
comprise demand deposits, savings deposits, time and notice depo-
sits, and loans obtained from the central government and funds. Fo-
reign currency deposits comprise savings deposits, time and notice
deposits, and refinanced loans.

Table D12: Restricted and Blocked Deposits with Banks

The table shows households’ restricted deposits (kuna and forei-
gn currency) and blocked deposits.

Restricted and blocked deposits include two categories of depo-
sits: restricted (kuna and foreign currency) deposits and blocked fo-
reign currency deposits.

Blocked foreign currency deposits include households’ foreign
currency deposits regulated by the Act on Converting Households’
Foreign Exchange Deposits into the Public Debt of the Republic of
Croatia.
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Table E1: Housing Savings Banks’ Accounts

Housing savings banks’ accounts include data on claims and li-
abilities of the Croatian housing savings banks. All housing savings
banks’ claims and liabilities refer exclusively to domestic sectors.

Housing savings banks’ required reserves held at the central bank
include funds in vaults. Until September 2003, they also included
kuna funds held in accounts at the central bank.

Claims on central government and funds are claims in kuna on
the Republic of Croatia and central government funds.

Claims on other domestic sectors include kuna loans to local go-
vernment and households.

Claims on banks include loans extended to banks, as well as de-
posits with banks, including, since October 2003, accounts for regu-
lar operations with banks.

Claims on other banking institutions include investments in in-
vestment funds.

Item Time deposits includes local government and houscholds’
time deposits.

Bonds and money market instruments are housing savings banks’
liabilities for securities issued (net) and loans obtained.

Capital accounts are share capital, profit or loss for the previous
and current year, retained earnings (loss), legal reserves, reserves
provided for by the articles of association and other capital reser-
ves, hedging reserves, unrealised gains (losses) from financial assets
classified as available-for-sale assets, value adjustments and specific
reserves for unidentified losses. Other items (net) are unclassified
liabilities decreased by unclassified assets.

Table F1: Credit Rates of the Croatian National Bank

The table shows interest rates used by the CNB to calculate and
charge interest on credits from the primary issue and on all other
claims.

Credit rates of the CNB are set by decisions of the Council of
the Croatian National Bank, on annual basis. Exceptionally, from
June 1995 interest rate charged by the CNB on Lombard credits
was 1.5 percentage point higher than the weighted average interest
rate on CNB bills on a voluntary basis (which serve as collateral for
Lombard credits) in cases when the weighted average interest rate
was higher than 16.5%. Congruently, from June 1995 to August
1996 the table reports the weighted average interest rate on Lom-
bard credits.

Data shown in column 4 refer to weighted interest rates of weigh-
ted repo rates achieved at regular reverse repo auctions of the CNB
in the reporting month.

Time series presented in the table contain certain breaks, due to
changes in the CNB’s monetary policy instruments.

Data shown in column 7 refer, until September 1994, to inte-
rest rates on special credits for savings deposits’ payments and for
payments from households’ current accounts, and from October
1994 until September 1997 to interest rates on daily credits for sa-
vings deposits and households’ current accounts in kuna. Daily cre-
dits, as opposed to special credits, are paid back on the same day.
In October 1997, this instrument was replaced by daily credits for
overcoming short-term liquidity problems that are collateralized by
CNB bills. Since December 1998 until April 1999, this credit is in-
corporated in Lombard credit, applying different interest rate for its
usage within one day.

Data shown in column 8 refer, until December 1994, to inte-
rest rate on initial credits, and since 18 March 1998, to credits for
overcoming liquidity problems of banks under evaluation for entry
into rehabilitation and restructuring procedures and since February
1999, to interest rates on short-term liquidity credits. Since Decem-
ber 1999, data show interest rates on short-term liquidity credit with
a maturity over 3 months which is 1 percentage point higher than
interest rate on Lombard credits. Interest rate on short-term liquidity

credit up to 3 months is 0.5 percentage point higher than interest
rate on Lombard credits.

Table F2: Deposit Rates of the Croatian National Bank

The table shows interest rates used by the CNB to calculate and
pay interest on funds deposited with the CNB and on issued secu-
rities.

Interest rates paid by the CNB for appropriated statutory reserve
funds are set by a decision of the Council of the CNB. Until April
2005, the appropriated statutory reserve funds included the calcu-
lated statutory reserve funds that were deposit in a special statutory
reserve account with the CNB, or maintained (in average) in bank’s
settlement accounts, or deposited in a special account with the CNB
for the settlement of net positions in the NCS. From April 2005, they
include the calculated statutory reserve funds allocated to a special
statutory reserve account with the CNB (column 3).

Interest rates on CNB bills on an obligatory basis are set by a
decision of the Council of the CNB. Interest rates on CNB bills on
a voluntary basis are set at CNB bills’ auction sales. Congruently,
columns 5, 6 and 7 report weighted average interest rates attained at
auctions of CNB bills.

From November 1994 through January 2001, columns 7 and 8
report interest rates on CNB bills on a voluntary basis due in 91 and
182 days respectively.

Since April 1998 columns 9 through 13 report weighted average
interest rates on CNB bills on a voluntary basis in EUR and USD
(until December 1998 in DEM and USD) attained at CNB bills’
auctions as a weighted average of subscribed amounts in those two
currencies.

Column 14 reports the interest rate on overnight deposits with
the CNB.

Table F3: Banks’ Reserve Requirements

This table shows data on monthly averages of day-to-day balan-
ces of banks’ kuna and foreign currency reserve requirements with
the CNB. Savings banks are included beginning in July 1999.

Column 3 shows the weighted average reserve requirement ratio
as a percentage of the kuna and foreign currency reserve require-
ments (column 4) in the reserve base.

Reserve requirement (column 4) represents the prescribed amo-
unt of funds banks are required to deposit in a special statutory re-
serve account with the CNB, or to maintain (in average) in their
settlement accounts and in vaults, or in accounts of liquid foreign
currency claims (which include foreign cash and checks in foreign
currency, liquid foreign currency claims maintained in the accounts
with the high-grade foreign banks and foreign currency CNB bills).

Column 5 shows the amount of kuna reserve requirements.
Between January 1995 and December 2000, this amount correspon-
ded with the statutory reserve requirement instrument, while until
December 1994 it comprised two instruments: statutory reserves and
liquid assets requirement — LAR (except for the part in which banks
were conforming to this requirement by registering CNB bills on a
voluntary basis). In December 2000, reserve requirements in kuna
and in foreign currency were unified, i.e. reserve requirements rate,
periods for calculating, allocating and maintaining reserve require-
ments were unified, as well as a minimum percentage of the total re-
serve requirements deposited with the Croatian National Bank. From
September 2001 on, column 5 includes also the f/c component of
reserve requirements that is set aside/maintained in kuna.

Column 6 shows the amount of foreign currency reserve requi-
rements, i.e. the prescribed amount of funds banks are required to
deposit in the CNB’s foreign currency accounts, or to maintain (in
average) in accounts of liquid claims. Until November 2000, the cal-
culation base consisted of the average daily balances of household
foreign currency savings deposits with a remaining maturity of up
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to 3 months, while starting from December 2000 the base consists
of foreign currency sources of funds, including: ordinary foreign cu-
rrency accounts, special foreign currency accounts, foreign currency
accounts and foreign currency sight deposits, received foreign cu-
rrency deposits and received foreign currency loans, as well as obli-
gations arising from securities issued in foreign currency (excluding
banks’ equity securities). From November 2001 on, the base includes
also hybrid and subordinated instruments.

Column 7 shows the total amount of other obligatory deposits
with the CNB, including CNB bills on an obligatory basis, those CNB
bills on a voluntary basis used by banks to maintain the prescribed
minimal liquidity (LAR), special statutory reserves until July 1995,
special reserve requirement on liabilities arising from issued securiti-
es from March 2006 to February 2009, statutory reserves on f/c de-
posits, f/c credits from foreign banks and guarantees for such credits
and marginal reserve requirement (from August 2004 to October
2008).

Column 8 shows the portion of the kuna reserve requirement
which banks deposit in a statutory reserve account with the CNB
(until December 1994, this amount corresponded with the statutory
reserve instrument, while since January 1995 a minimum percentage
of the total reserve requirement banks are required to deposit in a
special statutory reserve account with the CNB has been prescribed).
In April 2005, this percentage was set at 70%.

Column 9 shows the portion of the foreign currency reserve requ-
irement which banks deposit in the CNB’s foreign currency acco-
unts. The percentage for allocating the foreign currency component
of reserve requirements calculated on the basis of foreign currency
funds of non-residents and foreign currency funds received from le-
gal persons in a special relationship with a bank amounts to 100%,
while the percentage for allocating the remaining portion of the fo-
reign currency component of reserve requirements amounts to 60%.

Column 10 shows the weighted average remuneration rate on all
forms of immobilised kuna funds which include reserve requirements
and other obligatory deposits with the CNB.

Column 11 shows the weighted average remuneration rate on
allocated funds in foreign currency, including the marginal reser-
ve requirement funds (from August 2004 to October 2008). From
June 2005 on, the CNB pays remuneration equalling 50% of the US
Federal Funds Target Rate for the funds allocated in US dollars and
50% of the ECB Minimum Bid Refinance Rate for the funds alloca-
ted in euros. In both cases the rate in effect on the day of allocation
is applied.

Table F4: Banks’ Liquidity Indicators

The table reports monthly averages of day-to-day balances of
some indicators of banks’ liquidity. Savings banks are included be-
ginning in July 1999.

Column 3 shows free reserves in kuna, defined as a difference
between the average balance in the settlement account and the avera-
ge balance in the vault (until October 2008). From November 2008
on, they are defined as a difference between the average balance in
the settlement account in the kuna reserve requirement maintenance
period and the minimal average settlement account balance prescri-
bed by the kuna reserve requirement calculation methodology.

Column 4 shows free reserves in foreign currency, defined as
funds for the maintenance of foreign currency reserve requirements
(foreign cash and checks in foreign currency, liquid foreign currency
claims maintained in the accounts with the high-grade foreign banks
and foreign currency CNB bills) decreased by the minimal required
balance of these funds in the same period.

Column 5 shows the primary liquidity ratio as a percentage of
monthly day-to-day kuna free reserves averages (column 3) in mont-
hly day-to-day averages of deposits which constitute the reserve base.

Column 6 shows the monthly average of day-to-day balances of
secondary liquidity sources used. Secondary liquidity sources com-

prise: Lombard credits (since December 1994), short-term liquidity
credits (since February 1999) and overdue liabilities to the CNB.

Column 7 reports the monthly average of day-to-day balances
of kuna CNB bills on a voluntary basis (until December 1994, this
amount is decreased by the portion of voluntarily registered CNB
bills used by banks to maintain the prescribed minimal liquidity).

Column 8 reports the monthly average of day-to-day balances of
foreign currency CNB bills on a voluntary basis (in EUR and USD).

Column 9 reports the monthly average of day-to-day balances
of kuna MoF treasury bills. Until September 2002, it shows the dis-
counted value of treasury bills, while starting from October 2002, it
shows their nominal value.

Table G1: Banks’ Interest Rates on Kuna Credits
Not Indexed to Foreign Currency

The table contains weighted averages of banks’ and savings
banks’ monthly interest rates on kuna credits not indexed to f/c, re-
ported on a yearly basis.

Up to December 2001, data refer to weighted averages of banks’
monthly interest rates on kuna credits not indexed to f/c granted to
legal persons (which included enterprises, the public sector, financial
institutions, non-profit institutions and non-residents) and house-
holds, reported on a yearly basis. Savings banks are not covered.

Starting from January 2002, data refer to weighted averages of
banks’ and savings banks’ monthly interest rates on kuna credits not
indexed to f/c granted only to enterprises (public and other) and
households, reported on a yearly basis.

Up to February 1996, columns 3 and 4 showed interest rates on
the interbank money market, according to information published by
the Zagreb Money Market (ZMM). Starting from March 1996, in-
terest rates on the money market are calculated as weighted monthly
averages of weighted daily interest rates and shown separately for
trading in overnight credits and trading in other credits on the ZMM.
In the period between May 1998 and January 2001, the repayment of
credits granted on the interbank overnight market was guaranteed by
banks’ required reserves with the CNB. Columns 5 through 13 show
weighted averages of banks’ and savings banks’ monthly interest ra-
tes classified by maturity and sectors. Interest rates on short-term
credits to enterprises also include interest rates on callable loans.

Data on banks’ and savings banks’ interest rates on kuna credits
not indexed to f/c are based on banks’ and savings banks’ periodic
reports. The basis for calculation of weighted averages are amounts
of credits bearing corresponding interest rates, which were disbursed
during the reporting month, with the exception of interest rates on
giro and current account credit lines, for which weighted averages
were calculated based on the balance of these loans at the end of the
reporting month.

Relative significance of particular interest rates (reported in the
last line of the table) refers to data for the last period included in the
table. It is calculated as a percentage of the corresponding credit
category (to which exchange rates apply) in total credits included in
the calculation of weighted averages for that period.

Table G2: Banks’ Interest Rates on Kuna Credits Indexed
to Foreign Currency and on Credits in Euros

The table contains weighted averages of banks’ and savings
banks’ monthly interest rates on kuna credits indexed to f/c and on
credits in euros, reported on a yearly basis.

Up to December 2001, data refer to weighted averages of banks’
monthly interest rates on kuna credits indexed to f/c and on credits
in euros (or German marks) granted to legal persons (which inclu-
ded enterprises, the public sector, financial institutions, non-profit
institutions and non-residents) and households, reported on a yearly
basis. Savings banks are not covered.

Starting from January 2002, data refer to weighted averages of




CNB BULLETIN -

NOTES ON METHODOLOGY

banks” and savings banks” monthly interest rates on kuna credits in-
dexed to f/c and on credits in euros granted only to enterprises (pu-
blic and other) and households, reported on a yearly basis.

Data on banks’ and savings banks’ interest rates on kuna credits
indexed to f/c and on credits in euros are based on banks’ and sa-
vings banks’ periodic reports. The basis for calculation of weighted
averages are amounts of credits bearing corresponding interest rates,
which were disbursed during the reporting month.

Columns 3 through 11 show weighted averages of banks’ and
savings banks” monthly interest rates classified by maturity and sec-
tors. Interest rates on short-term credits to enterprises also include
interest rates on callable loans.

Up to December 2001, interest rates on credits in euros (columns
12, 13 and 14) refer to credits released in German marks in the re-
porting month, and starting from January 2002, they refer to credits
released in euros, while weighted averages are calculated based on
their kuna equivalent using current exchange rate. Credits released
in other currencies are not included in this table.

Relative significance of particular interest rates (reported in the
last line of the table) refers to data for the last period included in the
table. It is calculated as a percentage of the corresponding credit
category (to which exchange rates apply) in total credits included in
the calculation of weighted averages for that period.

Table G3: Banks’ Interest Rates on Kuna
Deposits Not Indexed to Foreign Currency

The table contains weighted averages of banks’ and savings
banks” monthly interest rates on kuna deposits not indexed to f/c,
reported on a yearly basis.

Up to December 2001, data refer to weighted averages of banks’
monthly interest rates on kuna deposits not indexed to f/c received
from legal persons (which included enterprises, the public sector,
financial institutions, non-profit institutions and non-residents) and
households, reported on a yearly basis. Savings banks are not cove-
red.

Starting from January 2002, data refer to weighted averages of
banks” and savings banks’ monthly interest rates on kuna deposits
not indexed to f/c received from enterprises (public and other) and
houscholds, reported on a yearly basis.

Data on banks’ and savings banks’ interest rates on kuna deposits
not indexed to f/c are based on banks’ and savings banks’ periodic
reports.

Column 3 reports weighted averages of monthly interest rates on
total kuna deposits (giro and current accounts, household savings
deposits and time deposits) not indexed to f/c. Column 4 shows
weighted averages of monthly interest rates on deposits in giro and
current accounts not indexed to f/c received from enterprises (until
December 2001, all legal persons) and households, and column 5
shows weighted averages of monthly interest rates on total time de-
posits not indexed to f/c.

The basis for calculation of weighted averages for kuna time de-
posits not indexed to f/c are the amounts of those deposits received
during the reporting month. The basis for calculation of weighted
averages for deposits in giro and current accounts are the end-of-
month book balances of those deposits. Weighted averages of inte-
rest rates on total kuna deposits not indexed to f/c¢ (column 3) are
weighted by the end-of-month balances of all categories included in
the calculation.

Kuna and foreign currency deposits used as collateral for credit
are included, while restricted deposits (deposits used for payment
of imports and other restricted deposits) are not included into the
calculation of weighted averages.

Relative significance of particular interest rates (reported in the
last line of the table) refers to data for the last period included in the
table. It is calculated as a percentage of the corresponding deposit
category (to which exchange rates apply) in total deposits included

in the calculation of weighted averages for that period.

Table G4a and b: Banks’ Interest Rates on Kuna Deposits
Indexed to Foreign Currency and on Foreign Currency Deposits

The table contains weighted averages of banks’ and savings
banks’ monthly interest rates on kuna deposits indexed to f/c and on
foreign currency deposits, reported on a yearly basis.

Up to December 2001, data refer to weighted averages of banks’
monthly interest rates on kuna deposits indexed to f/c and on foreign
currency deposits received from legal persons (which included enter-
prises, the public sector, financial institutions, non-profit institutions
and non-residents) and households, reported on a yearly basis. Sa-
vings banks are not covered.

Starting from January 2002, data refer to weighted averages of
banks’ and savings banks’ monthly interest rates on kuna deposits
indexed to f/c and on foreign currency deposits received from enter-
prises (public and other) and households, reported on a yearly basis.

Data on banks’ and savings banks’ interest rates on kuna deposits
indexed to f/c and on foreign currency deposits are based on banks’
and savings banks’ periodic reports.

Column 3 reports weighted averages of monthly interest rates on
total kuna savings and time deposits indexed to f/c received from
enterprises (until December 2001, all legal persons) and households,
whereas weighted averages of monthly interest rates on time depo-
sits are shown in columns 4 (short-term deposits) and 5 (long-term
deposits) respectively.

Up to December 2001, interest rates on foreign currency deposits
refer to deposits received in German marks or US dollars, and star-
ting from January 2002, they refer to deposits received in euros and
US dollars, while weighted averages are calculated based on their
kuna equivalent using current exchange rate. Deposits received in
other currencies are not included in this table.

The basis for calculation of weighted averages for kuna time de-
posits indexed to f/c and foreign currency time deposits are the amo-
unts of those deposits received during the reporting month. The basis
for calculation of weighted averages for savings deposits indexed to
f/c are the end-of-month book balances of those deposits. Starting
from January 2002, weighted averages of interest rates on total kuna
deposits indexed to f/c (column 3) are weighted by the end-of-mon-
th balances of all categories included in the calculation.

The average interest rate on total foreign currency deposits (co-
lumn 6) refers to the weighted average of monthly interest rates on
savings and and foreign currency time deposits-, which are weighted
by the end-of-month balances of all categories included in the cal-
culation.

The basis for calculation of weighted averages of monthly interest
rates on total foreign currency savings deposits (column 7) are the
end-of-month balances of those deposits.

The basis for calculation of weighted averages of monthly interest
rates on total foreign currency time deposits (column 12) are the
amounts of those deposits received during the reporting month. The
same basis is applied in calculating weighted averages of monthly
interest rates on total short-term foreign currency deposits (column
13) and on total long-term foreign currency deposits (column 18).

Relative significance of particular interest rates (reported in the
last line of the table) refers to data for the last period included in the
table. It is calculated as a percentage of the corresponding deposit
category (to which exchange rates apply) in total deposits included
in the calculation of weighted averages for that period.

Table G5: Banks’ Trade with Foreign Exchange

Data on trade with foreign exchange between banks comprise
spot transactions of the purchase and sale of foreign exchange in
domestic foreign currency market. Spot transactions are contracted
obligations to buy/sell foreign currency within maximally 48 hours.
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The transactions are classified by category of participants (legal and
natural persons, domestic and foreign banks and the CNB). Sources
of data are banks’ reports on trading with foreign exchange and sta-
tistical data on foreign payment operations.

Other Croatian National Bank transactions include foreign exc-
hange sales and purchases on behalf of the Ministry of Finance.

Table: H1-H6: Balance of Payments

The balance of payments of the Republic of Croatia represents a
systematic overview of the value of economic transactions performed
by the Croatian residents with foreign countries within a particu-
lar period. It is compiled in accordance with the recommendations
of the International Monetary Fund (Balance of Payments Manual,
Fifth Edition, 1993). Data sources include: 1. reports of the gover-
nment institutions (Central Bureau of Statistics and Croatian Institu-
te for Health Insurance), 2. special reports of the Croatian National
Bank (International Transaction Reporting System (ITRS), external
debt relations, monetary statistics and reserve assets) and 3. estima-
tes and statistical research carried out by the Croatian National Bank.
Balance of payments of the Republic of Croatia data are reported
in three currencies: in euros (EUR), US dollars (USD) and domestic
currency (HRK). In all cases, the same data sources are used and the
same principles regarding the scope of transactions and the proce-
dures for compiling particular items are applied. Since the original
data are reported in different currencies, the transaction values are
converted from the original currency into the reporting currency by
applying the exchange rate from the CNB exchange rate list in one of
the following manners:
= by applying the midpoint exchange rate on the date of the tran-
saction;
= by applying the average monthly or quarterly midpoint exchange
rate in the case the transaction date is not available;

= by applying the end-of-period exchange rate for the calculation
of a change in the transaction value between the two periods; the
end-of-period balances reported in the original currency serve as

a basis for calculating the change in the original currency value,

which is converted, by applying the average midpoint exchange

rate in the observed period, into the value of change in the repor-
ting currency.

The Report of the Central Bureau of Statistics on merchandise
foreign trade of the Republic of Croatia represents the basic data
source for the balance of payments items related to exports and im-
ports. These data are adjusted, in accordance with the recommended
compilation method, for coverage and classification. Accordingly,
goods exports and imports in the balance of payments are reported at
f.0.b. parity. The value of exports at this parity is already contained in
the previously mentioned CBS Report, whereas the value of imports
f.o.b. is estimated on the basis of research studies of the CNB on the
stratified sample of importers. The resulting value serves as a basis
for the estimate of the share of transportation and insurance services
by which the original value of imports c.i.f., stated in the CBS Re-
port, is reduced. In the 1993-2001 period, this share stood at 7.10%
(estimated only on the basis of the largest and large exporters), while
from 2002 on it has amounted to 3.73%. The same research study,
conducted by the CNB at the end of 2006 (comprising the imports
in the previous year), showed that the share of transportation and in-
surance costs, after continuing to decrease, has reached 3.03%. This
share is applied since the calculation for the first quarter of 2007. In
the period from 1993 to 1996, the value of imports was modified by
estimates of imports in duty free zones, which have been included
in the merchandise trade statistics since 1997. Starting from 1996,
goods exports and imports have been modified by the data on repairs
on goods and goods procured in ports by carriers. In addition, since
1999, based on the Survey on Consumption of Foreign Travellers in
Croatia and Domestic Travellers Abroad, the item of goods exports
has been modified by the estimated value of goods sold to foreign

travellers and tourists and taken out of the Republic of Croatia. The
item of goods imports is adjusted for the estimated value of goods
imported personally by the Croatian citizens from the neighbouring
countries (shopping expenditures).

Transportation, travel and other services are reported separately
under service account. Revenues and expenditures on the basis of
transportation, in the 1993-1998 period, were adopted from the
ITRS. From 1999 on, revenues and expenditures arising from tran-
sportation of goods and passengers, as well as the value of accom-
panying services, which together constitute the total value of these
services, are compiled on the basis of the results of the Research on
transactions related to international transportation services, carried
out by the CNB. Owing to an exceptionally large population of road
carriers, revenues and expenditures on the basis of road transporta-
tion are not adopted from this research. They are compiled by using
ITRS data. As regards transportation of goods, expenditures are su-
pplemented by a portion of transportation and insurance costs rela-
ted to imports of goods which belongs to non-residents and which is
estimated by adjusting the value of imports at c.i.f. parity to the value
of imports f.0.b.

Revenues from services rendered to foreign travellers and tourists,
as well as expenditures incurred by domestic travellers and tourists
abroad are shown under the position Travel. In the 1993-1998 pe-
riod, this position was assessed by using various data sources which
did not provide for a full coverage in accordance with the recommen-
ded methodology. Accordingly, in the second half of 1998, the Cro-
atian National Bank started to carry out the Survey on Consumption
of Foreign Travellers in Croatia and Domestic Travellers Abroad and
use its results for compiling the Travel position. Since early 1999,
the results of this Survey, based on carrying out a survey of travellers
(stratified sample) at border crossings, have been combined with the
Ministry of the Interior data on total number of foreign and domestic
travellers, along with the data on distribution of foreign travellers by
countries contained in the CBS Report on tourism, in order to assess
the corresponding balance of payment items.

Other services position is complied by using different data sour-
ces: apart from revenues and expenditures related to insurance and
communication services, which have been determined by the CNB
special statistical research since 2001, the values of all other services
are adopted from the ITRS.

Transactions in the income account are classified into four main
groups. Compensation of employees item is compiled on the basis
of the ITRS. Income from direct investment, portfolio investment
and other investment are reported separately. Data on reinvested
earnings are reported separately, under direct investment income,
calculated on the basis of the CNB Research on direct and other equ-
ity investment. In contrast to data on dividends, these data are not
available for the 1993-1996 period, since at that time they were not
reported separately. From the first quarter of 2009 on, international
standards are applied in the statistical monitoring of reinvested ear-
nings, meaning that reinvested earnings are reported on a quarterly
basis, i.e. in the period in which the profit is actually earned. Previ-
ously, reinvested earnings were reported in the month in which the
decision on the distribution of the previous year’s profit was adopted,
meaning that they were based on the profit earned in the preceding
year. On the basis of statistical data on external debt relations, star-
ting from 1997, income from direct investment includes data on inte-
rest arising from credit relations between residents and non-residents
directly related through ownership. Income from equity portfolio
investment is compiled on the basis of the same research, whereas
data on debt portfolio investment income have been compiled since
1999, based on statistics on foreign credit relations, which also en-
compass income related to debt securities owned by non-residents.
Income from other investments includes the calculation of interest in
accordance with the foreign credit relations statistics. The methodo-
logy for compiling the statistics on debt investment income has been
changed in 2007 to include the reporting of income on an accrual
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basis. This basically means that income from debt investment and
interest are reported at the point in time when they accrue and not at
the point in time when they mature or when they are paid. As a result,
the historical data for the 1999-2006 period have been revised.

Current transfers are reported separately for the general gover-
nment sector and other sectors. The ITRS is used as the main data
source on current transfers for both sectors. In addition to taxes and
excise duties, pensions, monetary support and donations, which are
included in current transfers of both sectors, the government sector
also encompasses data on multilateral co-operation, whereas other
sectors include data on workers’ remittances. Current transfers of
the general government sector also include data on exports and im-
ports of goods without a payment obligation, provided by the CBS.
In the 1993-1998 period, current transfers of other sectors also en-
compassed an estimate of unregistered foreign currency remittances,
which accounted for 15% of the positive difference between uncla-
ssified inflows and outflows of the household sector. From 1993 to
the second quarter of 1996, the CNB also assessed a portion of the
outflow based on current transfers. Since 2002, inflows and outflows
based on current transfers of other sectors are supplemented by the
data of the CNB special statistical research on international transac-
tions related to insurance services.

Capital account is compiled on the basis of the ITRS, particular-
ly on their part related to transfers of migrants. In addition, capital
account includes transfers that cannot be classified into current tran-
sfers, such as allocation of gold of the former SFRY or investments
in patents and rights.

Foreign direct investments include equity capital, reinvested ear-
nings and debt relations between ownership-related residents and
non-residents. Direct investments are investments whereby a foreign
owner acquires a minimum of 10% interest in equity capital of a
company, regardless of whether a resident invests abroad or a non-
resident invests in Croatian residents. The CNB Research on foreign
direct investments started in 1997 when companies included in the
survey also delivered data on direct investments for the 1993-1996
period. For the same period, no data are available on reinvested ear-
nings and other capital under direct investment position, where all
debt relations between related residents and non-residents are classi-
fied (excluding the banking sector). Such data actually became ava-
ilable only after the stated research has been launched. Since 1999
data on debt relations within direct investments have been collected
on the basis of external debt relations statistics. From 2007 on, the
CNB Statistics Department conducts the research on the purchase
and sale of the real estate by non-residents on the territory of the
Republic of Croatia. Persons obliged to submit reports are the public
notaries who learn about these transactions in the course of their
business. Data on the purchase and sale of the real estate by Croa-
tian residents abroad are compiled on the basis of the ITRS. These
purchase and sale transactions are also a constituent part of direct
investment.

Data on equity portfolio investments are collected from the same
data source as the data on direct investments. Debt portfolio inves-
tments include all investments in short-term and long-term debt
securities that cannot be classified under direct investments. In the
1997-1998 period, these data were collected through the CNB Re-
search on direct and portfolio investments, and since 1999 data on
external debt relations and monetary statistics data for bank inves-
tment have been used. Starting from 2002 and 2004, this position
has also been compiled for investment funds and pension funds, res-
pectively.

Other investment encompasses all other debt investments that
have not been mentioned, apart from investment constituting reserve
assets. Other investments are classified by instruments, maturity and
sectors. Trade credits, in the 1996—2002 period, included the CNB
estimates of advance payment and deferred payments, made on the
basis of the sample of the largest and large importers and expor-
ters. Data on advance payments have been estimated since 1996,

while data on short-term deferred payments (first up to 90 days,
then up to 150 days, and today from 8 days to 1 year) have been
collected since 1999. In 2003 this research was replaced by a new
one, where the selected companies, regardless of their size (stratified
sample), are obliged to submit data. Data on deferred payments with
the original maturity of more than one year are adopted from the
CNB foreign credit relations statistics. Credits granted by residents
to non-residents, i.e. foreign loans utilised by residents and granted
by non-residents, which cannot be classified into direct investments
or trade credits, are classified by the institutional sector and maturity
under the corresponding positions of other investment. The CNB
foreign credit relations statistics represent the data source for these
positions. Currency and deposit position shows residents’ claims on
foreign countries for foreign cash and deposits with foreign banks, as
well as obligations of the Croatian banks for deposits owned by non-
residents. Monetary statistics represent a data source for the general
government sector and banks sector. Data on balance and curren-
cy structure of foreign assets and liabilities, contained in monetary
statistics, are used to assess transactions from which the exchange
rate effect was eliminated. In the 1993-1998 period, data on other
sectors’ claims under this position were compiled on the basis of the
CNB estimate of a portion of net foreign currency inflows of the ho-
usehold sector which is not classified under current transfers. Since
1999 this position has included only the data based on the Bank for
International Settlement quarterly data, while data in the fourth qu-
arter of 2001 and in the first two quarters of 2002 relate to the effect
of the EMU countries’ currencies changeover to the euro.

In the period from 1993 to 1998, the estimate of reserve assets
transactions was made by converting the changes in the original cu-
rrencies into the US dollars by applying the average monthly exchan-
ge rate of the currencies contained in the reserves. Since 1999 the
changes in reserve assets balance have been calculated on the basis
of the CNB accounting data.

Table H7: International Reserves and Banks’
Foreign Exchange Reserves

The international reserves of the Croatian National Bank are
shown according to the methodology contained in the Balance of
Payments Manual (International Monetary Fund, 1993), and include
those foreign claims of the Croatian National Bank that can be used
to bridge imbalances in international payments. International reser-
ves include special drawing rights, reserve position in the Internatio-
nal Monetary Fund, gold, foreign currency and deposits with foreign
banks, as well as bonds and debt instruments.

The foreign exchange reserves of banks include foreign currency
and domestic banks’ deposits with foreign banks. These foreign exc-
hange reserves represent an additional source of liquidity for brid-
ging imbalances in international payments.

Table H8: International Reserves and Foreign Currency Liquidity

International reserves and foreign currency liquidity are shown in
accordance with a Template on international reserves and foreign cu-
rrency liquidity, drawn up by the IME. A detailed explanation of the
Template is given in “International Reserves and Foreign Currency
Liquidity — Guidelines for a Data Template, 2001”.

The first part of the Template shows total assets of the Croatian
National Bank in convertible foreign currency. Official reserve assets
(ILA.) show those types of assets that are readily available to the CNB
at any moment for bridging imbalances in international payments.
Official international reserves include: short-term foreign negotiable
debt securities, foreign cash, foreign currency sight deposits, forei-
gn currency time deposits which can be withdrawn before maturity,
foreign currency time deposits with a remaining maturity of up to 1
year, reserve position with the IMF, special drawing rights, gold, and
reverse repos with foreign negotiable debt securities.
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The second part of the Template shows fixed predetermined fo-
reign currency net liabilities of the Croatian National Bank and the
central government (excluding central government funds) that fall
due in the next 12 months. Foreign currency loans, securities and
deposits (II.1.) include future interest payments on banks’ foreign
currency reserve requirements with the CNB (only interest payments
for the next month are included), payments of future maturities of
foreign currency CNB bills, future principal and interest payments on
loans from the IMF, and future principal and interest payments on
the central government’s foreign currency debts (excluding central
government funds). Aggregate short and long positions in forwards
and futures in foreign currencies (I1.2.) include future collections
(+) or payments (-) arising from currency swaps between the CNB
and domestic banks (temporary sale or purchase of foreign curren-
cy). Item Other (I1.3.) includes future payments arising from repo
agreements with foreign negotiable debt securities.

The third part of the Template shows predetermined contingent
foreign currency net liabilities of the Croatian National Bank and
the central government (excluding central government funds), which
fall due in the following 12 months. Contingent liabilities in forei-
gn currency (III.1.) include future principal and interest payments
on foreign loans guaranteed by the central government, and banks’
foreign currency reserve requirements. (The inclusion of reserve
requirements in foreign currency is based on the assumption that
there will be no changes in ratios or in the base of foreign currency
reserve requirements, which comprises foreign exchange sources of
funds, including ordinary foreign exchange accounts, special foreign
exchange accounts, sight foreign exchange accounts and savings de-
posits, received foreign exchange deposits and received foreign exc-
hange loans, as well as obligations arising from securities issued in
foreign exchange (excluding the bank’s equity securities) and hybrid
and subordinated instruments). Undrawn credit lines show potenti-
al inflows (+) or outflows (=) which would arise from drawdowns
under these credits.

The fourth part of the Template lists memo items. Short-term,
domestic currency debt indexed to foreign currency (IV.a) shows
obligations arising from the Act on Converting Households’ Foreign
Exchange Deposits into the Public Debt of the Republic of Croatia,
which fall due in the next 12 months. Pledged assets (IV.c) show time
deposits in foreign currency with a maturity over 3 months listed in
item I.B. which are also a pledge. Repo transactions with securities
show the value of collateral that is the subject of repo agreements
and reverse repo transactions with securities as well as how these
transactions are registered in the Template.

Table H9: Midpoint Exchange Rates of the
Croatian National Bank (period average)

The annual averages of CNB midpoint exchange rates are calcu-
lated based on the midpoint exchange rates effective on the working
days in a year, using CNB exchange rate lists whose application dates
pertain to the calculation period.

The monthly averages of CNB midpoint exchange rates are calcu-
lated based on the midpoint exchange rates effective on the working
days in a month, using CNB exchange rate lists whose application
dates pertain to the calculation period.

The data show the annual and monthly averages of CNB mid-
point exchange rates for selected currencies from 1992 to date, in
kuna terms. The averages related to the calculation periods from the
beginning of 1992, when the legal tender in the Republic of Croatia
was the Croatian dinar, until the introduction of the kuna on 30 May
1994, are shown in kuna equivalent, and are denominated by divi-
ding their values by one thousand (1,000).

The annual and monthly averages of midpoint exchange rates for
the euro from 1992 until end 1998 are the averages of midpoint
exchange rates applied for the ECU.

Table H10: Midpoint Exchange Rates of the
Croatian National Bank (end of period)

The table shows CNB midpoint exchange rates applied on the last
day of the observed period.

The data show CNB midpoint exchange rates for selected curren-
cies from 1992 to date, in kuna terms. The end of period midpoint
exchange rates related to the periods from the beginning of the time
series in 1992 until the introduction of the kuna on 30 May 1994
are shown in kuna equivalent and are denominated by dividing their
values by one thousand (1,000).

The midpoint exchange rates for the euro applied on the last days
of the observed periods from 1992 until end 1998 are the end of
period midpoint exchange rates applied for the ECU.

Table H11: Indices of the Effective Exchange Rate of the Kuna

The index of the nominal effective exchange rate of the kuna is a
weighted geometric average of the index of bilateral nominal exchan-
ge rates of the kuna against the euro, US dollar, Swiss franc, pound
sterling and Slovenian tolar. The series of the indices of the effective
exchange rate of the kuna, calculated in accordance with the modi-
fied CNB methodology for calculating the nominal and real effective
kuna exchange rate (for the basic CNB methodology, see Bulletin
No. 64, Box: 2, October 2001), were first published in the CNB Bu-
lletin No. 94 (June 2004). The weights are determined based on the
average share of a particular foreign currency in the structure of the
current account — ITRS data between January 2000 and December
2003 (between July 1996 and January 2000 in the previous version
of notes on methodology under Table H10). The new weights have
been assigned to the euro (70.6%), US dollar (27.2%), Swiss franc
(1.0%) and pound sterling (1.0%) and thus replaced the old weights:
euro (66.2%), US dollar (30.7%), Swiss franc (1.6%) and pound
sterling (1.2%). The weight assigned to the Slovenian tolar remained
unchanged at 0.2%. The year 2001 is a base period for calculating
the indices of the effective exchange rate of the kuna (1995 in the
previous version of notes on methodology under Table H10). The
index of the nominal effective exchange rate is an aggregate indicator
of the average value of the domestic currency against a basket of cu-
rrencies. An increase in the index of the nominal effective exchange
rate of the kuna in a certain period indicates that the kuna has de-
preciated against the basket of currencies, and vice versa. The index
of the real effective exchange rate is a weighted geometric average
of the index of bilateral exchange rates of the kuna adjusted for the
relevant relative price indices (the ratio of price indices in partner
countries and domestic prices). Producer price and consumer price
indices, and the total harmonized consumer price index for the eu-
rozone countries are used as deflators. The time series for consumer
prices in Croatia is constructed in the following manner: retail price
indices are used until December 1997 inclusive, and consumer price
indices are used as of January 1998. Data for the last two months are
preliminary. The historical data may be corrected for the subsequent
changes in the data published by the statistical offices of the countri-
es whose prices are included in the calculation of the index of the real
effective exchange rate of the kuna.

Table H12: Gross External Debt by Domestic Sectors

External debt is defined as the external debt liabilities of residents
on the basis of debt securities issued in the foreign markets (at face
value), credits (repo agreements included) regardless of their con-
tractual maturity, deposits of non-residents, and trade credits gran-
ted by non-residents with contractual maturity of more than 180
days (90 days up to 11 July 2001 and 150 days up to 31 December
2002).

External debt by domestic sectors is shown in the same manner as
in the Capital and Financial Account of the BOP. Item Government
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shows the external debt of the general government, comprising the
Republic of Croatia, central government funds (including the State
Agency for Deposit Insurance and Bank Rehabilitation, the Croatian
Roads and, until 31 December 2007, the Croatian Motorways; from
this date on, the Croatian Motorways is shown within the subsector
public enterprises under item Other sectors), and local government.
Item Croatian National Bank shows the debt of the central bank.
Item Banks shows the debt of banks. Item Other sectors shows the
debt of other banking institutions, non-banking financial institutions
(including the Croatian Bank for Reconstruction and Development),
enterprises, non-profit institutions and houscholds, including
craftsmen. Item Direct investment shows borrower — lender transac-
tions of other sectors that are interrelated by ownership (borrower or
lender owns more than 10% of the other).

Each sector data are further shown by contractual (short-term
or long-term) maturity and by debt instrument. From the beginning
of 2004, instruments included in item Currency and deposits (3.
Banks) are reported in accordance with their maturity. Data for the
previous periods are reported only on a long-term basis.

Outstanding gross external debt includes principal and interest
arrears, as well as accrued interest and future principal payments.

Outstanding debt data are shown at the CNB’s midpoint exchan-
ge rate at the end of the period.

Data are considered preliminary until after publication of the final
BOP data for the reporting quarter.

Table H13: Public Sector Gross External Debt, and
Publicly Guaranteed and Non-Publicly Guaranteed
Private Sector Gross External Debt

The gross external debt position presented in this Table highlights
the role of the public sector.

Public sector includes the general government (comprising the
Republic of Croatia, central government funds and local gover-
nment), the central bank, public enterprises, mixed enterprises and
the CBRD. Public enterprises are defined as enterprises in 100%
ownership of business entities from the public sector. Mixed enter-
prises are defined as enterprises in which business entities from the
public sector have a share larger than 50%.

Publicly guaranteed private sector gross external debt is defined
as the external debt liabilities of business entities not covered by the
definition of the public sector, the servicing of which is guaranteed
by a business entity from the public sector.

Non-publicly guaranteed private sector gross external debt is de-
fined as the external debt liabilities of business entities not covered
by the definition of the public sector, the servicing of which is not
guaranteed by the public sector.

Items are valued in the same manner as in Table H12.

Table H14: Gross External Debt by Domestic
Sectors and Projected Future Payments

The Table shows outstanding gross external debt, projected prin-
cipal payments and estimated interest payments according to the
CNB’s midpoint exchange rate at the end of the period.

Principal payments on Currency and deposits of non-residents
are projected according to the available monetary statistics data on
original and remaining maturity.

Estimated interest payments do not include interest on deposits
from non-residents, repo transactions and hybrid and subordinated
instruments, as well as late interest on these instruments. Future in-
terest payments are estimated at the interest rates at the contracting
time and do not reflect changes of variable interest rates.

Projected payments of accrued interest, which are an integral part
of the gross external debt, increase the projected principal payments
in the first quarter period and, consequently, decrease the interest
payments estimated for the same period.

Table H16: International Investment Position

This table is made in accordance with the recommendations of
the IMF (Balance of Payments Manual, Fifth Edition, 1993). Data
sources include: reports from banks, enterprises, the Croatian Nati-
onal Bank, and the Zagreb Stock Exchange.

Data on international investments of the Republic of Croatia and
international investments into the Republic of Croatia are recorded
in euros (EUR) and US dollars (USD). Depending on the sources of
data available, the conversion of values from the original currencies
into the reporting currencies is performed:
= by applying the current rate of exchange or the average monthly

midpoint exchange rate of the Croatian National Bank to tran-

sactions;
= by applying the midpoint exchange rate of the Croatian National

Bank on the reporting date to balances.

The source of data on foreign direct and portfolio equity inves-
tment is the statistical research of the Croatian National Bank. The
equity investments have been monitored since the beginning of 2001
and are corrected for changes in the official index of the Zagreb
Stock Exchange (CROBEX).

Portfolio debt investment and other investment are classified
according to the following institutional sectors: the Croatian Nati-
onal Bank, government, banks and other sectors. The government
sector comprises central government and funds and local gover-
nment authorities. The banking sector comprises banks.

Item Portfolio debt investment — Assets and liabilities comprises
data on investments of residents into debt securities issued by non-
residents (assets) and investments of non-residents into debt securi-
ties issued by residents (liabilities). The source of data is the register
of foreign credit relations kept by the Croatian National Bank, which
also comprises claims and liabilities arising from bonds and money
market instruments.

Item Other investment — Trade credits — Assets and liabilities
comprises foreign claims and foreign liabilities of the said sectors
arising from trade credits. The source of data is the register of forei-
gn credit relations kept by the Croatian National Bank.

Item Other investment — Loans — Assets and liabilities comprises
data on loans granted and received between residents and non-re-
sidents classified according to institutional sectors. The source of
data is the register of foreign credit relations kept by the Croatian
National Bank.

Item Other investment — Currency and deposits — Assets shows
the total liquid foreign exchange of banks authorized to do busine-
ss abroad reduced by the amount of foreign exchange deposited by
banks with the CNB in fulfilment of a part of their reserve require-
ments. In addition to banks’ foreign claims, foreign claims of the
government sector are also shown. The sources of data are reports
from the government and banks.

Item Other investment — Currency and deposits — Liabilities
shows the total foreign exchange and kuna liabilities of the said sec-
tors abroad arising from current accounts, time and notice deposits,
sight deposits and demand deposits. The sources of data for this item
are reports from banks.

Item International reserves of the CNB is compiled on the basis
of the CNB Accounting Department reports which contain data on
their balances and changes.

Table 13: Central Government Debt

As from Bulletin No. 154 the table contains the revised data.

The central government debt comprises the domestic and exter-
nal debt.

The domestic debt of the central government is compiled from
the MoF data on T-bills and bonds and the CNB data on money
market instruments, credits from banks and credits from the CNB.

The stock of T-bills includes MoF T-bills denominated in kuna,

10



CNB BULLETIN -

NOTES ON METHODOLOGY

eurobills and T-bills indexed to the euro with a maturity of up to one
year. The stock of eurobills includes accrued interest. The difference
between the nominal value and the issue value of T-bills denomina-
ted in kuna and of T-bills indexed to the euro is the accrued interest
which is distributed over the life of instruments using the simple in-
terest calculation method (i.e. in a linear manner) and the method of
calculating the number of days where the actual number of days is
divided by 360.

The stock of bonds includes central government bonds issued in
the domestic market, MoF T-bills with a maturity of over one year
and a share of total central government bonds issued in the foreign
market which is held by resident institutional units at the end of the
reporting period. The difference between the nominal value and the
issue value of T-bills with a maturity of over one year is the accrued
interest which is distributed over the life of instruments using the
compound interest calculation method. The stock of central gover-
nment bonds includes accrued interest.

From January 2004 onwards, the stock of credits from banks in-
cludes both outstanding principal and accrued interest.

The external debt statistics compiled by the CNB is the source of
data on the central government external debt.

The supplement contains the data on the central government gua-
ranteed debt. Bank statistical reports are the source of data on dome-
stic debt guarantees, while the external debt statistics compiled by the
CNB is the source of data on external debt guarantees.

Irrespective of the notes under the heading “Classification and
Presentation of Data on Claims and Liabilities”, the debt of the Croa-
tian Roads, the Croatian Motorways and the State Agency for Depo-
sit Insurance and Bank Rehabilitation, presented in this table under
headings 2. External debt of central government and 1. Domestic
debt of central government, has been reclassified from the subsector
Republic of Croatia to the subsector central government funds from
December 1998 and December 2002 onwards respectively.

Table J1: Consumer Price and Producer Price Indices

The Central Bureau of Statistics (CBS) introduced the consumer
price index (CPI) in early 2004. This indicator of price movements
was compiled in accordance with the methodological principles laid
down by the ILO and Eurostat. In its First Release, issued on 17 Fe-
bruary 2004, the CBS published the data on movements in the CPI
in January 2004 and the time series for the CPI as of January 2001.
The CBS subsequently constructed the time series for the consumer
price index encompassing the period from January 1998 to Decem-
ber 2000. As expected following the introduction of the new index,
the CBS has stopped publishing the retail price index (RPI) and the
cost of living index whose calculation methodologies have not been
adequately harmonised with internationally accepted standards. The
main characteristic of the CPI are discussed in Box 1 in the CNB
Bulletin No. 91 (2004). The data on the average year-on-year consu-
mer price inflation rate are shown in the Bulletin table on Economic
Indicators.

Table J2: Core Consumer Price Indices

The Central Bureau of Statistics calculates the core consumer
price index in the manner that agricultural products prices and ad-
ministrative prices (which among others include the prices of electri-
city and refined petroleum products) are excluded from the basket of
goods and services used in the calculation of the total consumer price
index. A total of 111 goods and services are excluded and their share

in the consumer price basket stood at 30.06% in 2005 (of which:
agricultural products accounted for 6.93 percentage points, and ad-
ministrative prices for 23.13 percentage points). The zero weighting
method is used to exclude the prices of goods and services.

Table J4: Consumer Confidence Index, Consumer
Expectations Index and Consumer Sentiment Index

The CNB Consumer Confidence Survey has been carried out
regularly since April 1999 in accordance with the methodology of
the European Commission, the Joint Harmonised EU Programme of
Business and Consumer Surveys. Until April 2005 the CNB conduc-
ted the survey once a quarter (in January, April, July and October).
As of May 2005 the CNB carries out the survey in monthly frequency
in co-operation with the European Commission, using its technical
and financial assistance. The Croatian National Bank bears sole res-
ponsibility for the creation and conduct of the survey.

The questionnaire contains 23 questions, examining consumer
perception of the changes as regards every-day economic issues. The
value of the response index is determined in line with the set metho-
dology, based on the responses to the questions from the Consumer
Confidence Survey. The movements of three composite indices, con-
sumer confidence index (CCI), consumer sentiment index (CSI) and
consumer expectations index (CEI), are calculated and monitored
based on the value of the response indices. Each of the said com-
posite indices is calculated as the arithmetic average of the response
indices (I), i.e. as the average of previously quantified responses to
individual questions from the survey:

k
Iizzf;"wi
z

where: r is the value of the response, w is the share of respondents
opting for a particular response (weight), i question from the questi-
onnaire, z is the offered/chosen response, k is the number of offered
responses to a particular question.

The value of the said indices ranges —100<I,<100. Higher in-
dex values than those recorded over the previous period point to an
increase in expectations (optimism) as regards the specific segment
covered by the particular question.

The table shows the values of chosen response indices for the
following questions:

I1: How has the financial situation of your household changed
over the last 12 months?

12: How do you expect the financial position of your household to
change over the next 12 months?

I3: How do you think the general economic situation in Croatia
has changed over the past 12 months?

14: How do you expect the general economic situation in Croatia
to develop over the next 12 months?

17: How do you expect the number of people unemployed in Cro-
atia to change over the next 12 months?

18: In view of the general economic situation, do you think now
is the right moment for people to make major purchases such as
furniture, electrical/electronic devices, etc.?

I11: Over the next 12 months, how likely is it that you will save
any money?

The components of composite indices are as follows:

CCI: 12, 14, [7x (-1), 111

CEL: 12, 14

CSI: 11, 13, I8.
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