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Real Sector and Prices

REAL SECTOR

Economic activity increased 34
percent in the first hall of 1998, The
year-on year growth rate of economic
activity amounted 1o 3.2 percent 1o the
first quarter and 3.5 percent in the sec-
ond quarter. Industrial activiey contin-
ues o grow rapidly in 1998, This s
confirmed by developments in the year-
on-year growth rawe. Industrial acovity
grew 6.3 percent year-on-year in the first
quarter and 5.2 percent in the second
quarter. Growth in the firse half of 1998
was 37 pereent In the first eagha
months of the year, wndustrial aetvity
increased at a 6.9 percent annual rate.
Processing  industry  production  in-
creased by 7.2 percent, supply of elecin-
cal energy increased 6.5 percent while
muning and excraction decreased shighaly
compared to last year.

Analyzing by product groups, only
the produrnon of durable eonsumer
goods slighidy lagged behind last year,
while all ather groups recorded year-an-
vear growth. The branches of processing
industry thar account for the largest
share in value added in wndustry grew
the fasiest thic year. Industries ac-
counting for the largest shares of value
added last year that decreased produc-
tian this year include: production of
pulp, paper and paper products, pro-
duction of radio, television and com-
munication devices and equipiment and
production of furminire,

On the year-on-year level, wtal in-
dustrial exports grew by 104 percent in
the first eight months of the year meas-
ured 1 kuna fand 3.9 percent measured
in US dollaes). The merchandise trade
deficit of ndustry amounted o USD
2,175 billion in the first exght moaths of
the year, an 3.1 percent decrease com-
pared 1o the deficit in the same penod
Last year,

At the beginning of 1998, new in-
dicators of construction industry actnaty
were introduced. These are the new in-
divators, harmonized with Eoropean
statistics; physical volume of construc-
uon projects and orders of construction
projects, Data for the furst quarner show
that the physical volume of construction
prrojects increased by 6.4 percent com-

REAL GROSS DOMESTIC PRODUCT, 1995 =100
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10 Real Sector and Prices

pared 1o the first three months of the

FRODUCTION OF FOOD AND BEVERAGES preceding year, Orders of construction
Seasonally adjusted and trend-cycle (1995 =100 profects to be performed on the territary
e ( ) of the Republic of Croatia in 1998 in-

120 creased 8.0 percent in February com-

pared 10 January. In March 1998, con-
struction orders ncreased 263 percent
compared 1o the preceding month,

Rewail trade turnover continued its
upsward rend, although at a slower pace
than 1 J997, 1995 ar 1994, when 1t
grew very mpidly, In the fist hall of the
year, reta) trade umover grow 3.2 per-
cent in real terms compared 1o the same
period  last year. In the @it seven
maonths of the vear, the retail tade tum-
over increased at a 2.7 percent annual
rae.

Passenger transport bas maoved in
varons direcnons in the last four years:
INDEX OF PRODUCTION VOLUME IN INDUSTRY BY MAIN INDUSTRIAL GROUPS following & slow-down of dechne in
Trend-cycle {1995 = 100) 1994, muld growth throughout 1995 and
1996 and a period of stagnation re-
— corded in 1997, this year has scen a
— Caipatie g0t ok Bl oiwnwiind tend iy gessenges Graspoit
. _{‘-I.Plulgfm SIS PR Il'l |j'll= ﬁl’ﬂ!t"l'ﬂ'li mun[hs nftl'u: year, the
e Consunier goads number of passengers tanspored de-
creased 6.2 percent compared o the
same period last year, This decrease re-
flects the decrease in the number of pas-
sengers ratsported by road. The quan-
tity of goods transported in the fir
seven months of the year increased by
3.9 percent on the annual level. This in-
crease in goods tansport reflects the in-
crease i the quantity of goods trans-
poited by milroad and road,

29 million founst arrivals were

TRANSPORTATION - GOODS 0 registered in the pericd Januwary - July
Scassnaliy siiuseed snd mnd-crde {EWS _ |m} 1998, Compared to the same period |ast

year, the number of wunst arrivals in-
ceeased by 50 percent. Ar the same
tume, 157 mullion touns pighi-stays
were reconded, which represents an an-
nual increase of 4.0 percent. The aver-
age number of night-stays per tourst
arrival was 3.9, A decrease 10 wounst vis-
its in the first quarter (when the year-
on-year decrease in the number ol
7| = Geasonally adjusted t night-stays amounted to 120 percent), a
| —— Tremd-cvele |- significant increasc in [OUWNST VISIS N
the sccopd quaner (wath an annual
growth rate of 123 percent) and & 1]
percent indrease in the number of naght-
stays recorded in July, resulied i oa 4.0
percent increase 1 the wial number of
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Real Sector and Prices 1

night-stays. The number of nght-says
i 1998 has grown at a significantly
slower rate than in the preceding two
vears. Forcign tourists accounied for
EL.1 percent of total night-stays; domes-
uc tourists accounted for the rest. The
number of loreign night-stays i the
first seven months of the year increased
by 3.8 percent comparsd W the corre-
sponding period last year. Tuunsts from
Germany (21,7 percent), Slovensa {17.6
percent), the Czech Republic (15.0 per-
cent) and Austna (114 percent) re-
corded the most significant number of
night-stays, The largest number of
night-srays was recorded m hotels, fol-
lowed by campsites, private accommo-
danon facilities and tounst villages. 57.6
percent of the total number of night-
stays were armoged by tounsts indi-
vidually, while 42,4 percent of pight-
atays were arranged through vanous or-
ganized means and channels,

PRICES

Following the stagnation and de-
crease recorded 1w the summer months,
retail prices increased by 09 pescent in
September. The absence of seasonal in-
Nuences 13 visble from the equality of
inchcators of growth of retail prices in-
clusive of scasonal products and those
exclusive ol seasonul products. Within
the consumer basket, the widex of gaods
recorded a |l percent ncrease ) Sep-
tember, while the index of services grew
ar (L2 percent.

Retail prices wers 5.8 percent lugher
thus Seprember than last September
Both goods [whose prices increased 4.2
percent] and services (whose prices in-
creased by 2.0 percent) comtnbuted to
this increase. Companng the average of
the first mne months of this year with
the same penod last year, the increase in
retail prices was 5.0 percent,

The increase i the cost of living
in September was shghitly lower than
the increase 1o retanl preces in the same
month, namely 0.7 percent (in which
the price index of goods increased by (1.8
percent, while price index of services in-
creased by 0.4 percent) The only group
of expenses thar decreased 10 September
were nutnoon expensss (<02 percent),

TRANSPORTATION - PASSENGERS
Seasonally adjusted and trend-cycle (1995 = 100)
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12 Real Sector and Prices

The mou significam increase 10 Sep
INDICES OF RETAIL PRICES, COST OF LIVING AND PRODUCERS' PRICES tember referred 10 expenses on educa-
October 1993 =100 tion, culmire and entertainment (8.0
percent), Compared to September last
vear, the cost of lving index incroased
FE“ v — AR by 6 | percent. This is again in excess off
— Costolbiving |- L the increase in retal prices, The -
| R e & [l EI L
o the same month last year, was 4.9
pereent, while the merease in the index
of services was 132 pereent IF we come
pare the average of cost of living indices
recorded 1 the fisst mme months ol the
year with the average of cost of lving
inclices recorded in the same penod las
year, we note an increase of 6.3 percent.
Producers' prices of industrial pre-
ducts continued their decrease through-
out September. The September decrease
dl amounted to 0.1 percent maintainmg
RELATIVE PRICE INDEX FOR NON-TRADABLE GOQDS the rate of decrease of producers’ prices
(prices of services relative to goods prices), 1992= 100 at 1.3 percent annually.

EMPLOYMENT AND WAGES

August was the second consecutive
menth in which regisiered unemploy-
ment increased loliowing the usual sea-
sontal mimmum in June. In August,
registered unemployment increased by
2,115 persons or 0.8 percent, reaching a
total of Z7H,644. Averge uncmploy-
ment between January and August of
this vear was higher than in the same
period last year by 8502 (Le 3.1 per
cent). This was mainly caused by the
high level of registered unemployment
at the end of last year. Employment

EHD":E: Dr nmrﬂE Pﬁm nr Imn AND Hu“ﬂ“ﬁ from Lh'l: I'tgiilﬁ WIS amexumat:ty the
January 1992 = 100 same 1 August 1998 as in Augua 1997,
ey 1= However, the fact that newly-registered
116 pnemployment in August 1998 ex-

eceded thar in August 1997 by 28064
caused the increase in regmstered unem-
ployment in Angust {as opposcd © the
preceding year, when regnstered unem-
ployment decreased),

Employment i business organi-
zations {a category that covers more
than three-fourths of wial employment)
decreased e August by 250 persous,
= following seasonal incrcases in the pre-
3 5 ceding three months, In August, o
= s amounted o 1,039 788 persons, 31,509
f1e, 19 pereent) Jess than in the same
momthy Last vear

1ia




Employment and Pay 13

The average nominal net wage 10
August exceeded the average nominal
net wage in July by 57 kuna or 2.1 per-
cent, while the real increase amaunted
to 2.6 percent, due 10 a decrease in the
cost of living index. Compared 1o the
same meonth last year, ner waged -
creased by 150 pereent in nominal
rerms, while tn real vermas b:,' 8.9 percent

Grross wages increased 10 line wih
the inerease i net wages. Mominally,
gross wages increased 143 percent,
while in real rerms they increased B3
perrent cnmparﬂ‘] ey the same maonth
Last year.

MONETARY
DEVELOPMENTS

The growth of credit was defini-
uvely contained - August, banks™ for-
eign assets grew signilicanty, foreign -
abilities continued w0 decrease and
banks' claims on central government
also decreased,

It was only in June and July that
total liquid assets grew mone substantial
growth, At the beginning of the vear,
they had practically stagnated relative w
Drecember 1997 August saw an increase
in both components of M4 - the money
supply mcreased by 0.8 ballion kuna (5.4
percent) and goast money by 1 billion
kunma (1, 2.6 percent). The spgnificant
growth of M2' is an exception from the
tendencies  present so far. Deposit
maoney inereased by 0.7 billion kuna
tie. Bl percent). Contributing to this
increase were increases in deposits by
the emerpnse of 020 billion kuna, by
househalds ot 0.26 billion kuna and by
local governments of [L13 billion kuna,
The growth ol kuna non-monetary de-
peosits was also moge promunent than in
preceding months - o August, these
deposits prew by 03 billion Kuna (ie
6.0 percent)

Foreign  currency  deposits alsg
grew at a faster pace wi August than in
preceding months (0.7 ullion kuna or
2.1 percent)

! The walest mneeizry aggargair wii h LELX3rpH
rarey only kuns assety, ML+ nen-maoncery de-

psLs.

NUMBER OF THE UNEMPLOYED

000, (00
200,000
200, MM
250 TN
240,040
230,14
2240, 040

REAL AVERAGE GROSS WAGE
Constant prices, January 1994

3,600 p

3400 |-

Em e P

3,000
g 2

r z.‘w B
zrm b i bk e i i e it i - inki

REAL AVERAGE NET WAGE
Constant prices, January 1994

2400
2200




14 Monetary Developments
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The growth of wtal bauid assets
amounted o 18 bilbon kuna (o 33
percent). Sa, at the end af August, M4
amounted 1056 billion kuna.

The slow-down of growth of
credit, indicated in the daa or the last
few momnths, was definitively confirmed
i Aogust. The increase in credir of 0]
billion kupa (e, 0.2 percent) in Augun
is more than modest. In the fimst seven
months of the vear the average monthly
growth of credit amounted 1a over 1 bil-
lion kuna or 2 percent Total credin
amounted to 558 bilhan kuna at the
end of August. The annual growth e
of credit is 30 percent.

If we look at the secioral strucrure
of bank credit we see a significam slow-
down of growth in credit to househalds.
On the annual ]c'l.-'nﬂz1 growth of credit 1o
househaolds is 64 percent (it was 94 per-
cent in December 1997 compared to
Diecember 1996): while at the same ime
growih of credit o enterprises was 19
percent. This mdhicates a slow-down of
credit growth, which should alse tend w
slow down domestic demand.

The recent reversal of the wend in
depasit money banks' net foreign assets
continued this month. Deposit money
banks' foreign assets increased by 0.7
billion kuna, while their foreign liabali-
ties deereased by 0,16 billion kuna.

In the total growth of toreign as-
sets, 06 bilbon kuna refers 1o the m-
¢rease in shor-term nme deposits in
foregn banks, whale 0.2 ballion kuna
refers to sight deposis with  foreign
banks, These twe tems make up over
80 percent of total foresgn exchange as:
sets of deposit moncy banks held abroad
(which currently amount o 16 billion
kuna). Therclore, we musr conclude
that deposit money banks' fareign assets
arc mainly short-term and hquid. The
tounst scason and the ugh level of pur-
chase of foreign exchange from the
houschold sector caused an increase in
banks' forcign exchange reserves in
August. A relatively small porion of
that increasc was wendered o the Croa-
tan Mational Bank for defimunve buy-
out. This is a result of the faer thar a
porton of banks' foreign exchange as-

3 Angruot 1998 compared w August 1997,
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sets will have to be transfeered to the
Croatian Mabonal Baok i the next
couple of months anyway, based on the
decision (o Impose reserve requiiements
for foreign currency savings. Therelore,
banks are in no hurry 1o sell thewr for-
eign exchange assets. A shight deprecia-
von of the kuna has also motivated
banks o exercise increased caution in
tansforming ther foreign assets into
kuna,

Foreign exchange assews of deposit
money banks held abroad decreased by
0.16 billion kuna. Ths decrease 15 the
net result of 2 funher decrease in shior-
term liabilities by 0.3 billion kuna and
an increase i long-terem Habalities by
0.14 bullion kuwa. The thme structure of
deposit money banks’ foreign exchange
assets held abroad looks exremely fa-
varable. O the wotal of 1532 billion in
forcign liabilives, 115 billin are Jong-
term foreign labibives, while only 3.7
billion are short-term forcign liabilines.

Amaong the numerous changes in
the relationship between the central
bank and deposit money  banks, we
should stress a further decrease in
banks' claims on the central govern-
ment for "old” toreign currency savings.
At the end of August that wem
amounted o 5.8 billien kuna, Le less
than USDY 1 bilon, Deposit money
banks’ wial daims an the central gov-
ernment amounted o 8.4 billion kuna,
which represents a 0.4 hilbion decrease
compared to July, ie 2 L] billion de-
crease compared e Decernber 1997,

The activiry of the central bank
procecded 10 September through both
toreign exchange and kuna transacuans,
As i preceding months, creation of
money through kuna ceedic 10 banks
and central  government was  much
more sigmbcant than i the same pe-
riod last year. Consequently, the average
amount of Lomband credie i the firsr
eight months of 1997 was 31 million
kuna, against 68 million kuna in the
first eight months of this year. The aver-
age amount of re-purchase of weasury
blls (14 mullion kuna in the fime eighe
moenths of last year), was 84 million
kuna i the At eight months of this
year. Ar the same tme, other credin

DMB's DOMESTIC CREDITS
Constant prices, January (993
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A (which includes hiquidity loans 1o banks
(NB's INTERNATIONAL RESERVES under rehabilitation) increased from 13

million in 1997 10 185 million in 1998.
3,000 September data further cmpha-

sizes the kuna component of the assets
of the Croatan Matonal Bank. Ac-
cording to data for Seprember 23, 1998,
Lombard credit amounts to 401.5 mil-
lion kuna, while "pre-reconstnuction”
loans amount to 303 million Kuna.
Added o the eredit o the central gov-
ernment 6f621.7 million kuna {used for
the purchase of 100 million US dallars),
this brges totl kuna credie to 13 bil-
hion kuna, Compared o the end of
Avgust this year, this represents an n-
erease in total kuna credit by 095 billion
kuna,

O the basis af foreign exchange

miﬂ‘miﬂﬂﬁ
g & §

£

MONEY MULTIPLIERS  (ransactions (namely 'I:I'm_m:gh l}.u: sale of
m1 =M1/M0 (left) and md= M4 : 96 milhon US dollars to deposit money
MO (iek) i (right) banks), 611 bullien kuna was withdrawn

1.55 Irom circulation in September. Since

0. QR P R T 7, || TSRTHED U e = the beginning of 1998, 355 million kuna
s LML = WMo J_-;// . | {net) have been withdmwn. [n other

1.40

words, 39 million US dollars worth aof
farcign currency was sold

In Scptember, a new instrurment
appearcd in Croatian Nanenal Bank's
liabilsties for the first time: foreign ex-
change required reserves: Let us rener-
ate: banks arc requred 1w gradually
“rransler” required reserves based on

shor-term [oreign currency savings of
the household sector from foregn ac-
counts, where these reserves used to be
m deposited, o depasits with the Croatian
CNB BILLS, TREASURY BILLS OF THE MINISTRY OF FINANCE AND AND DHB'S Matpeal Bk In Stytesaat, 455 mi-
FREE RESERVES AT THE CNB l.mn kun_;l was transferred 1o the Croa-
tan Natronal Bank.

Central  governments  deposits
were much smaller in September than
in the preceding months. The average
deposit balance of the central govern-
ment was approximately | balbon kuna,
while in September it decreased 1o 0.7
billion kuna. The deterioratian ol the
position of the central pevernment, from
creditor of the ceniral bank to a neutral
positicn with approsimately equal de-
posits apd credit, 1 the result of the gov-
crnment’s  habilities and  obligations
which will become due in the thind

millions of kuna
£ g %

=

qu:!m:-r.




Exchange Rates and Balance of Payments 17

The balance of treasury bills
amaunted w 2.3 billion kuna ar the end INDICES OF DAILY NOMINAL EXCHANGE RATES OF
of Sepremiber with balances of both KUNA V5. DEM AND USD, (January 1, 1995=100)
kuna and foreign exchange treasury
bills exceeding | nlhon kuna, —

— HHK/DEY

R

EXCHANGE RATE

In September 1998, the value of
the German mark reached s highest
level in the last two yeare The Croatian
National Bank exchange rate of the
German mark has reached 36737 kuna.
This exchange mte i very close 1o tha
recorded in April 1996 and at the be-
ginning of 1995, Deposit money banks'
selling rare of the German mark for cash
reached 373 kuna at the end of Sep-
rember. The kuna depreciated agains
the German mark in September by 1.9
percent and it has depreciated by 4.5
percent since the beginning of the year,
The increased supply of kuna in Sep-
tember, as well as the expected increase
in demand for forcign currency, forced
bankeérs o increase the price of foreign
currency. Ancther reason [ur this in-
crease lies an deposit money banks’ obli-
gaton to repay loans [rom  foreign
banks. Capital restnctions introduced
by the Croatian MNational Bank in the
first hall ol the year have alsa influenced
the pnice of [oreygn curtency, since they
made fareign exchange inflow more
scarce and mere expensive. Banking ¢ni-
ses in Russia and East Asia have also
contributed o the change in posinon of
transibon countres, Transiion couns
tries, including Croana, have been un- DAILY NOHINAL EXCHANGE RATE - KUNA V5, USD
der greater scrutiny since the banking
cnsis - credit has beeome much more
ditlicult 1o ger, therefore the inflow of
farcign exchange decreased

The Croadan Natonal Bank in-
tervened an the domestic foreign ex-
change market three times in Sepren-
ber, Mamely, the Croatan Matiomal
Bank organized three foreign exchange
auctons. The Croatian Nanonal Bank
thus successfully intervencd (o constrain
the depreciation of the kuna

The real effecuve exchunge raee of
the huna appreciated in August, since
the pominal exchange rate also appreci-
ated. The real effective exchange rate of

imidpoint CHB rate
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INDEX™ OF REAL EFFECTIVE EXCHANGE RATE OF CROATIAN KUNA
(IREER 7 - with retail prices, IREER2 - with producers' prices), Janiiary |994=100

33E3EEEERTREES

* the fall of indi destites real appreciation

JETE

MERCHANDISE EXPORTS (f.0.b.), IMPORTS (c.L.L) AND TRADE BALANCE

1200
1,

milfions of USD

BALANCE OF PAYMENTS in millions of USD [prdimmq data)

Jan. - Jun, 1998 Jan. - Jun. 1997 ]n_iljmm}r
Lisrrent acoount -1, 2604 -1.360.4 91.9
Capital and fimancial account 1,086 1,136.9 854
(KB mternational reserves <110 126 873

et errors and emissioni 1778 236.1 754
Béures: CNI

MERCHANDISE EXPORTS AND IMPORTS {in millions of USD)

Jan - Aug 198 Jan- hep 1997 Mug. 1998 Mug. 1997
2.804.1 27808 3697 2964
54948 BSSTA G953 6206
2,600.7 48071 2281 932

Exparts f0.b.
Imparts ¢.f

Stwhmﬂ |

the kuna deflated by retail prices sppre-
ciated in August by 0.94 percent, while
the real effective exchange mic of the
kuna deflated by producens’ prices ap-
preciated by 129 percent.

BALANCE OF PAYMENTS

The current account deficit of the
balance of payments amounted to USD
1,250.4 million in the first six months of
1998, an 8.1 percent decrease compared
to the same penod last year. Such a de-
ercase in the cument account deficit was
mainly caused by the decrcase in the
merchandive trade defic. The mer-
chandise tmde defict amounted 1o
USD -22079 million in the first six
months of the year, This is 8.0 percem
less than m the same period last year, In
the first hall of 19928, the financial ac-
count amounted to USD 1,083.6 mil-
liom (e 4.7 percent) less than in the
same perod last year. The Ainancial ae-
count also underwent some significant
changes. The sale of Pliva stock caused
an increase in dircet investment of USD
4347 mullion. This represents an in-
crease of 1104 percent compared to the
first half of 1997, The decision 1o re-
quire deposits based on foreign indebt-
cdness, caused 2 net decrease 1n foreign
indchtedness in the second quarter,
Consequenly, the increase in net credit
liahilities to foreign creditors in the first
six months of the year was USD 262.1
million. This 15 42.6 percent less than in
the first six months of 1997,

The improvement was especially
prominent in the second quarer of
1998, The current account deficit of
USD 573.7 mullion in the second quar-
ter of the year was 17.5 percent Jower
than the deficit in the second quarner of
1997, This represents a significant rea-
lignment, which is in accordance with
the goals of the country's economic
policy for this vear.

According to the data provided by
the State Bureau of Stavistics, merchan-
dise imports cif in the fire elght
months of the year amounted w USD
54548 million, a 1.7 percent decrease
relative to the same period last year, At
the same nme, merchandise exports at
Loh. panry were USD 2,894.1 million, a
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4.1 percent increase on the same penod
last year. The merchandise trade deficit
amounted to USD 26007 million, a 7.4
percent decrease compared to the same
period last year. Expressed in kuna,
Croalian expors were (86510 million
kuna in the fira eight months of the
vear (a 1.7 increase compared o the
same period last year), while imports
were 35,4039 million kuna {a 3.6 per-
cent fncrease compared 1o the corre-
sponding 1997 figure).

MONEY MARKET
AND INTEREST RATES

Prices of money continued to de-
crease on the Money Markel Zagreb
throughout Seprember, The decrease in
mterest rates, which began in July, con-
tunued throughout August, while the
beginning of September brought with it
a significant decrease o daily interest
rates, 1368 percent is the lowest avernge
datly interest rate recorded on the
money market 10 September; 1t was
1500 percent in August, The highes,
daily average interest rate, recorded at
the beginning of Sepiember was 16,13
percent, while the highest daily average
interest  rate  fecorded  in o August
amounted 1o 1795 percent. The mean
value of daily averages was slightly
nearer the lower bound duriag the
maonth. The deceease in interes facs on
the money miarket is perfecaly in line
with the relation between the supply
and the demand tor money dunng daily
trading o the moacy marker. The sup-
ply of money on the money market has
mainly been in significant exeess ol de-
mand; on several occasions supply was
twice as high as demand, Thouwghout
the month the mterest rates on callable
sales agreements decreased 1o the (ex.
wremely low) level of 136 percent. The
lowest interest rate in August was |5.0
percent, which represents  duference of
almast two percentage points. The sig-
nificant decrcase in interest rates ex-
pected in August eventually occurred in
September. This is due 1o the fact that
the marker peeded a longer period of
time 1o realize that the price of money
should decrease. The reason why the
wipply of money was s abundant and

ANNUAL INTEREST RATE ON THE ZAGREB MONEY MARKET
Daily data
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INTEREST RATES ON CNB BILLS
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DMBs' AVERAGE INTEREST RATES ON DEPOSITS
Annual level
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DIFFERENCE BETWEEN INTEREST RATES ON CREDITS IN KUNA AND
INTEREST RATES ON DEPOSITS IN KUNA
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Nl spread is ealeulated as o difference between interest mles
and inberest rades om nan-indoeed deposits in kune.
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demand was s0 weak throughout Sep
tember was thar in July and August
lagge amounts of kupa were put inm
circulanion through purchase of foreign
CUITEnCY in 10U s,

Auctions of Croatian  Narional
Bank Lalls failed 10 improve the liquid-
ity situanon on the money marker
Throughout Seprember, financial n-
stitutions had significanty more hills
fall due than new bills purchased. Con-
sequently, the net effect of purchases of
Croatian Mational Bank bills was nega-
tve (e it amounted to -624 mullion
kuna), The balance of Croatan Na-
tional Bank bills amounted 1o 1,155.4
million kuna at the end of Seprember.
The interest rates on CNH hills of all
maturines have been sable for several
months, currently yielding: 9.50 percen
for 35 days, [0.50 percent for 91 days
and 11.00 percent for 182 days. Tnteres:
rates on Treasury Bills of the Minustry of
Finance arc slightly different than a
month ago. Treasury Bills of the Minis-
try of Finance yield 10.25 percent inter-
est for 42 days, 11.00 pervent fir 91 days
and, interestingly, 11.00 percent (also)
for 182 days. As opposed to Croatan
MNatonal Bank bills, Treasury Bills of the
Ministry of Finance increased in Sep-
tember by 48.9 million kuna, After the
penulumate aucton of Treasury Bills of
the Ministry of Finance in Seprember,
the balance of Treasury Bills cutstand-
ing amounted 104652 million kuna.

The mterest rate spread connnued
to decrease throughout August. The
interest rate spread mn August was 2.5
percent lower than i July and 10.9 per-
cent compared 1o June,

In August, interest rates on kuna
loans without the currency clause de-
ereased 1o 1574 percent {compared 1o
1602 percent {n July). Kuna loans with
the currency clause recorded a higher
average weighed interest rate in August
(1522 percent) than m July (1495 per-
cemt), The average weighed interest rute
it kuna depasits without the currency
clause remained unchanged (ie. ar the
July level of 4.66 percent). The average
wreighed interest mte on tme deposits
without the cureency clause incrensed
from 9.35 percent it July to 980 pereent
i August. The average weighed interest
rate on kuna deposite wath the currency
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clause increased from %17 percent in
July, o 987 percent in August. The av- OUTTURN OF CENTRAL GOYERNMENT BUDGET
erage weighed nlersst rate on fureign
exchange loans moreused from 1318 per- B0
centan July, o 1531 percent in August
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==a=es Burpiloasifeficit

The surplus in the cental gov-
ernment account of 1278 billon kuna
at the end ol August represenes a signifi-
cant owershootng as well as a deviation
from the pew budget plan. Obliganons 1o
domesic sectors have been discharged as
planned (currentdy 756 percent of the
plan). Hewever, increase in foreign in-
debtedness 15 significantly lower than
planned [15.5 percent of the plan).

Kevenues collected an the firsc
cight months of the year exceeded the 8 (ENTRAL GOVERNMENT DEPOSITS AT THE CNB AND BANKS' GIRO ACCOUNTS
corresponding pericd last year by 389
percent, while expendimures exceeded .00
last year's figure by 23.9 percent

Collection of the largest tax items
was as [ollows; 66.0 percene of planned
value added wax revenues were cellected,
as well as 594 percent of estimaied ex-
cise 1ax revenues, 57.4 percent of forcign
vade axes, 639 percent of income
taxes, 898 percem of profin waxes and
6.7 percent ol esumared poods and

SEMICes [brmnver Tax revenues.

millions of kuna
g
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The year-an-vear growth of ex-
pendirures s prmanly the resull af an
nerease i current expendimores, ad well
as a sgnificant increase o capital ex-
pendiures. All current expendinare nems
grew by over 11 percent JHHLL.I“‘I,'. The
increase 15 moal sigmbicant i subsidies FINANCING OF CENTRAL BUDGET DEFICIT

and other current transters. (in millions of kuna)

The size of the rebalanced budget
of consolidated centrul government for Jan. - hug. 1938 1998 Budget
1998 amounts to 650 billen kuna, The TOTAL FINANCING <1378 1]
estimated defiatl amounts o 1135 il
lion kuna {or 007 percent of the pro. DOMESTIC FINANCING 178 .22
jecued Rross _du:nmcsu'c pru:ndulcr.] The From monetary authorities e i
planned deficit and surplus of the cen- From depasit maney banks 1 E&ﬁ
tral government will be wsed 1o cover Other domentic fang : -3
the deficit in extrabudgetary  funds £
tamounting to 8.3 tullion kuana)

At the end of July, consoldated mlﬂﬁﬂ. FIHH!?IHG — s
central government recorded a surplus From I'ittf'ﬂil!ml deveiap. instinutions = 1,102
of 7857 million kuna, thanks to the Fram foreign gavernments 508
surplus of central government, while the Other foreign financing L

funds recorded a deficit of 553 percent
of the total planned deficat for 1998,
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