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Macroeconomic developments

The crisis on the financial
markets in the USA continued
to be the main risk factor for
the global growth in the short
term

Slowed economic growth in
the EU in the last quarter of
2007

The higher rate of economic growth in the fourth quarter of 2007
compared with the previous two quarters, was a result of the more intensive
industrial activity, in case of an unchanged trend in the service sectors that
continued to be the largest contributors to the overall growth in the economy.
The high rate of industrial growth in the first quarter of 2008, the main generator
of which was manufacturing industry, signalized continuity in the economic
growth. Despite the strong performances of the metal processing industry and its
export orientation, still, in conditions of high import dependence of the
production, increased import of investment goods and increase in the prices of
energy sources on the world stock exchanges, resulted in accelerated deepening
of the trade deficit. The increased trade deficit and the significantly reduced
inflows on the foreign exchange market from the exchange operations, in
conditions of an increasing uncertainty in the region, resulted in a deficit in the
current account of the balance of payments in the last quarter of 2007.

In the last quarter of 2007, the inflation was intensified under the
influence of accelerated increase in the food prices which resulted into the
highest realized annual inflation rate compared with the previous quarters of the
year. The inflationary pressures continued in the first quarter of 2008 as well,
being generated mainly by the further increase in the food prices and the record-
high increase in the oil prices on the world stock exchanges. Taking into
consideration the shifts in the basic inflation, too, NBRM undertook measures in
February and March 2008 to stabilize the inflationary expectations in the
economy. Along with the expectations for stabilization of the increase in the
food prices, it was supposed to result in a gradual slowdown of the growth rate
of the prices in the economy.

1.1. International economic environment!

After the strong growth during the third quarter of 2007, the uncertainty
created by the financial turbulence (crisis on the sub prime mortgage market and
worsening of the balances of the US banks) contributed to a slowdown of the
global economic expansion in the last quarter of the year. The estimated global
growth for 2007 was 4.9% and was solely a reflection of the growth of the fast-
growing economies, thus neutralizing the decelerated growth in the USA and
Western Europe. The fast-growing economies, above all, China and India, were
characterized by a high domestic demand, disciplined macroeconomic policy, as
well as high exports due to the higher prices of food and energy. The projection
of the global growth for 2008 indicates a slower intensification, expected to
equal 4.1%. The main risk to the global economic growth is still the continuous
crisis on the financial markets that reduces the domestic demand in the
developed economies and may create more significant spill over into the fast-
growing economies and developing countries.

The accelerated growth in the exports, as well as the increase in the
investments, enabled GDP growth in the Euro-zone in the third quarter of 2007,
compared with the same quarter of the previous year, of 2.7%, and in the EU of
3%. Analyzed according to the production side, GDP growth was generated from
the increase in the financial services and business activities, the increased
industrial output, as well as increase in the trade. According to the assessments
of EUROSTAT, the real GDP growth in the Euro-zone in the last quarter of the
year registered a slowdown on annual basis and it was expected to amount to

! The analysis was largely based on IMF World Economic Outlook, October 2007; ECB Monthly
Reports, EUROSTAT and European Commission D-G for Economic and Financial Affairs,
Candidate countries and Pre-accession Countries’ Economies Quarterly, January and April 2008.



Further inflationary
pressures from the increase
in the prices of energy and
food in the Euro-zone
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2.3%. Such trend was also followed by the foreign effective demand?, which was
a possible indicator of the export demand for Macedonian products. The
economic growth in the Euro-zone and EU for the whole 2007 will most
probably be 2.7% and 2.9% respectively.

Figure 1
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Source: EUROSTAT, Consensus Forecast and calculations of the National Bank of the Republic of
Macedonia.

Despite the decelerated economic growth, the Euro-zone registered a
continuous decrease in the unemployment rate. Thus, historically the lowest
unemployment rate in the Euro-zone of 7.2%° was registered in the last quarter
of the year, which compared with the same quarter in the previous year was
lower by 0.7 percentage points (it was 6.9% in the EU). As opposed to the Euro-
zone, the USA and Japan had lower unemployment rate and in the last quarter of
the year it amounted to 4.8% and 3.9%, respectively.

The higher prices of oil and food products, combined with the
unfavorable comparison basis in the last quarter of the year, intensified the
annual inflation rate in the Euro-zone that amounted to 2.9%. During the entire
2007, the average inflation was maintained at the level of 2.1% and was around
the target. Such development of the average inflation was mainly due to the
higher prices of food and energy (extra light oil and fuels). The basic inflation
rate, that excluded the influence of the unprocessed food and energy, registered
an increase in the last quarter (it was 2.2% on average), that derived from the
increase in the services, non-energetic industrial goods, as well as processed
food. The intensified global increase in the food prices and continuous increase
in the prices of oil, as well as the unfavorable base effects (due to the low level
of oil prices in the previous year), continuously intensified the inflation in the
first quarter of 2008%, which reached the record-high annual level of 3.3%.
According to the most recent projections by ECB, the inflation rate in the Euro-
zone in 2008 would be between 2.6% and 3.2%.’

2 The foreign effective demand is calculated as a sum of the weighted indices of the gross domestic
product of the most significant trade partners of the Republic of Macedonia. The weights are
calculated on the basis of the share of these countries in the Macedonian export. The data on the
gross domestic product of the countries-trade partners of Macedonia are from EUROSTAT New
Cronos database, except for the data on the fourth quarter for Belgium and Italy that are from
Consensus Forecast publication, February 2008. Countries included in the index calculation were the
following: Germany, Greece, Italy, the Netherlands, Belgium and Spain.

3 The unemployment rate was adjusted to seasonal influences. Source: Eurostat, December 2007.

* In the calculation for the quarter, the data on the inflation in March 2008 was an assessment by
EUROSTAT.

5 Source: Bulletin of the European Central Bank, March 2008.



Continuous positive
developments in the
countries of the region
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Figure 2
Contribution of the separate categories of the harmonized index of the consumer

prices in the Euro-zone to the annual inflation rate in the fourth quarter of 2007
(contributions in percentage points)
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Source: EUROSTAT and calculations of the National Bank of the Republic of Macedonia.

Taking into consideration global economic developments, the average
nominal exchange rate US Dollar/Euro in the last quarter of the year reached
record-high 1.45, the Euro appreciating with respect to the US Dollar by 5.4%
compared with the third quarter of the year. The main factors that contributed to
the appreciation of the Euro was the continuous turbulence on the financial
markets, weak performances of the real-estate market, as well as weak
macroeconomic performances of the US economy and reduction in the reference
interest rate of FED. Furthermore, the appreciation of the Euro was influenced
by the stable economic growth within the countries from the Euro-zone.

The high economic growth in the Western Balkan countries® was also
present in the third and fourth quarter of 2007, with an average real GDP growth
of 5.5% and 5.3%, respectively. It was expected that the high and stable growth
rates would be maintained in the first quarter of 2008 as well, reflecting the
intensification of the industrial output and export in January and February in all
countries from the group. The accelerated global trend of increase in the prices of
food and oil affected the Balkan countries, as well, where more serious
inflationary pressures were registered in the last quarter of the year. Moreover,
the intensification of the annual inflation rates was mostly notable in Bosnia and
Herzegovina, Serbia, Macedonia and in Montenegro. The increase in the
inflation continued in the first two months of 2008 as well, in all countries of the
region, as a result of the low comparison basis. Positive developments were
registered on the labor market during the third quarter of the year almost in all
countries of the region, with a simultaneous fall in the unemployment rate and
significant salary increase. Such developments were mainly maintained during
the last quarter of the year as well, except for the low increase in the
unemployment in several countries.

¢ When calculating the average GDP growth rates, the following countries from the Western Balkans
were taken into consideration: the Republic of Macedonia, Serbia, Croatia and Montenegro and
additionally, Turkey. Source: European Commission D-G for Economic and Financial Affairs,
Candidate and Pre-accession Countries' Economies Quarterly, January and April 2008.
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in the world price of
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During the last quarter of the year, the prices of the crude oil on the
world stock exchanges reached historically the highest increase. Thus, compared
with the previous quarter, the prices of the crude oil were increased by 19.1%,
whereas compared with the same quarter of the previous year, they were higher
by 48.8% due to the low comparison basis. Such increase in the prices of the
crude oil was a consequence of the limited supply by OPEC, strong demand by
the fast-growing economies, as well as geopolitical tensions in the countries- oil
producers. The price increase was further influenced by the weak US Dollar
compared to the Euro. The high price level of the “Brent” type oil was also
maintained during the first quarter of 2008, when it registered a record-high
annual increase of 67.8% and amounted to 97 US dollars per barrel on average.
The price increase was mainly a result of the strict unchanged policy of OPEC
and limited increase in the supply, as well as the political tensions that prevailed
in South America, mainly in the OPEC member countries.

Figure 3

Development of the international price index of primary products and crude oil
(average monthly price index, 2005=100)
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Source: IMF, database of World Economic Outlook of IMF, March 2008.

The prices of the primary products on the world stock exchanges
continued to increase during the last quarter of the year as well, when they
registered a nominal annual increase of 9.5%. Such trend of increase in the
primary product prices was mostly a result of the increase in the prices of the raw
agricultural products, mainly as a result of the high demand and insufficient
reserves. On the other hand, the aggregate index of the metal prices registered a
slight annual drop, due to the decelerated economic growth of the OECD
countries. Thus, annual reduction in the metal prices was registered in the case of
aluminum, nickel and zinc, whereas increase was registered in the case of the
prices of iron ore, lead and sheet metal. As opposed to the last quarter of 2007,
annual increase of 7.1% of the aggregate index of metal prices was registered in
the first two months of 2008, as a result of the intensive increase in the prices of
iron ore, lead and copper.



Service sector still with the
highest contribution to the
total increase
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1.2. Economic activity

Domestic supply

The developments on the supply side in the third quarter of 2007 were
to a great extent similar to those in the second quarter. Thus, the annual
economic growth rate reached 4.2% and was almost identical to the growth in
the second quarter. While the industrial activity revived, the growth was
relativized by the developments in the agriculture where unfavorable weather
conditions resulted in a decrease of the activity of 5.4%. On the other hand,
trade, communications and financial intermediation continued with their positive
dynamics and created as much as four fifths of the overall growth.

The new increase in the activity at the end of 2007, after the slight
deceleration in the second and third quarter, resulted in an increase in the gross
domestic product in the fourth quarter by 5.2%. In case of unchanged trend of
the service sectors, the higher growth rate was a result of the revived industrial
activity that registered an annul increase of 6.2%. At the same time, the effects of
the unfavorable weather conditions on the agriculture were further intensified,
and the activity in this sector registered a record-high annual drop in the last six
years of 11.1%.

Figure 4
Contribution of the individual sectors to the GDP growth
(in percentage points)
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Source: State Statistical Office of Republic of Macedonia and calculations of NBRM.

In accordance with the official assessment of the State Statistical Office,
real GDP growth of 5.1 % was registered in 2007, which was within the
expectations. Moreover, the lower performances of the industry (especially in the
second and third quarter) and of the agriculture (in the last two quarters of the
year) were compensated by the more intensive growth in the service sectors in
the economy.

The significantly higher, compared with the previous years, share of the
services in the GDP growth that during 2007 ranged between 3 and 4 percentage
points, indicated positive qualitative changes in the economy. Although a part of
the changes was due to the liberalization of the telecommunication market and
the consecutive increase in the use of the telecommunication services, the
improvements were primarily a reflection of the intensified personal
consumption. The performances of the Macedonian economy, however, despite
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the dynamic growth in the service sectors, remained mainly determined by the
primary and secondary sector. Not only did these sectors lag behind according to
the growth of services, but they were also much more variable, which
conditioned a variability of the total gross domestic product.

Figure 5
Contribution of the sectors to the GDP growth (percentage points) and real GDP
growth (%)
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Source: State Statistical Office of Republic of Macedonia and calculations of the National Bank of
the Republic of Macedonia.

The intensive growth in the trade, present during the whole year,
continued in the fourth quarter as well, when the value added in this sector
registered an increase of 15.6%, thus the total increase in 2007 reached 14.1%.
The intensified activity of the sector that in 2007 had the greatest contribution to
the economic growth was in accordance with the perceptions of the managers
about the business situation in the sector’, that according to them was much more
improved compared to last year. The expectations for the business climate in the
future were significantly higher than the ones a year ago, referring to
expectations for continuation of the growth in the trade. The fact that the
increased supply in this sector was a consequence of the increased demand
(above all, personal demand), was confirmed by the reduced significance of the
demand as a limiting factor.

7 Survey on business tendencies in the trade, State Statistical Office.



New revival of the industrial
activity at the end of the year
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Figure 6
Situation in the trade-managers’ perceptions and realized turnover
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The high growth in the fourth quarter was, however, mostly a result of
the increase in the sector with the largest share in GDP- the industry, that grew at
a rate of 6.2% in the last quarter, resulting in an increase of 3.7% for the entire
2007. While there were minimum drop rates in the mining and energy sector, the
increase was conditioned by the manufacturing industry that was growing
intensively again as a result of the intensified activity in the metal-processing
industry, basic metal industry, food and tobacco industry. The fall in the clothing
industry continued in the fourth quarter, as well, along with the reduced output of
the industry of non-metal minerals and oil industry.

Figure 7
Contributions of the largest industries from the manufacturing sector to the

increase in the industrial output in 2007
(in percentage points)
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Source: State Statistical Office of the Republic of Macedonia and calculations of NBRM.
The presented eight industrial branches create 64% of the industrial output, and are ranked according
to the individual share.

Higher growth rates than usual were registered in the fourth quarter in the
construction sector, as well, a sector that increased the productive potential of
the economy and had exceptional significance for the long-term growth. In those
terms, the value added in the construction sector registered an increase of 7.8%
in the last quarter of the year, by which the total increase for 2007 reached 5.8%.



Signals for continuation of the
growth in 2008 as well
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The improvements in this sector, too, were in accordance with the managers’
assessments for the improved business environment® and might be attributed to
the increased demand, which was also indicated by the reduced significance of
the insufficient demand as a limiting factor. The increased demand reflected in
one part the higher capital investments by the government, although the effects
of the government capital investments of the end of 2007 will be fully felt in
2008. Therefore, higher growth rates in the construction sector might be
expected in the forthcoming periods. In parallel with the intensified construction
activity in the country, the expansion of the construction activity of the
Macedonian enterprises abroad continued as well, mainly on the markets in
Ukraine, Croatia, Russia and Serbia. Thus, in the last quarter, the construction
works performed abroad registered an annual increase of 2.4 times, and for the
entire 2007, the value of the performed construction works was double higher
than the one for 2006.

The projected GDP growth for the first quarter of 2008 is around 4%. On
the basis of the available data that refer to the industrial output for January and
February, realization of the projection may be expected. Thus, the volume of the
industrial output in the first two months of 2008 was higher by 10% than in the
same period of the previous year. A generator of the growth was the
manufacturing industry, and the mining and energy sectors had also positive
contributions. The increase in the manufacturing industry was caused by the
increase in the industry of basic metals, tobacco industry, metal processing
industry, industry of electric machines and apparatuses and the recycling, as well
as in eight other industries, and the production was reduced only in seven
industries, among which the production in the clothing industry was mostly
reduced. The realized rate of industrial growth exceeded the projected rate for
the first quarter, but the effect of the time lag between the purchase of the
tobacco and its processing during the quarter should be taken into consideration
(lower comparison basis in the first two months of last year).

Figure 8
Contributions of the most significant sectors to the increase in the industrial

output in the first two months of 2008
(in percentage points)
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Source: State Statistical Office and calculations of the National Bank of the Republic of Macedonia.

The developments of the expectations for the future output from the
Survey on business tendencies in the manufacturing industry and the volume of
the industrial output overlap. Since the expectations are significantly higher
compared to those of a year ago, it is expected that the positive changes in the
industry will continue. However, based on the dynamics, slight deceleration of
the industrial output growth may be expected. Such conclusions ensue also from
the managers’ assessments of the current business situation that register a fall,
too.

8 State Statistical Office, Survey on business tendencies in the construction.

10
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Figure 9
Industrial output, expectations for the future production and assessment of the
current situation
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Source: State Statistical Office of the Republic of Macedonia.

In line with the intensified economic activity, the value of the
transactions in the payment operations was also increased. Thus, payment
operations in the fourth quarter rose at the same pace as in the third quarter
(40.5%). The annual growth rate in the first quarter of 2008 was lower and was
34.1%, which indicated a possible slight deceleration of the growth in the
economic activity in the first quarter of 2008.

Figure 10

Payment operations and GDP
(in millions of Denars)
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Source: State Statistical Office and National Bank of the Republic of Macedonia.

It is expected that the economic growth will be further intensified in the
second quarter of 2008 (real GDP growth rate of around 5% was projected). As a
limiting factor regarding the growth of the domestic economy, downward
revisions of the global world growth may occur, implicitly meaning a reduced
foreign demand for domestic products, which might have serious consequences
on the growth of the small and open economies.

11



Intensification of the domestic
demand in the third and fourth
quarter of the year-...

...when the personal
consumption was dominant...
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Domestic demand’

The most recent data on the expenditure side of GDP!° confirmed the
prognosis for the increase in the aggregate demand in the last two quarters of
2007. Combined with factors of the supply side, which were more dominant, it
contributed to an increase in the inflation in the Macedonian economy. At the
same time, the significant increase in the personal consumption and revival of
the private and public investment consumption created pressures in the external
sector as well, where in the third quarter, and especially in the fourth quarter of
the year, significant widening of the trade deficit was registered.

Figure 11

Absorption, deficit in the foreign trade and GDP
(in millions of Denars)

140.000 ~
120.000 +
100.000 +
80.000 <
Export, net
60.000 =
40.000 -+

20.000 -

I Domestic demand

e GDP

0 -
20.000 -+

40.000 -

Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4
2006 2007

Source: State Statistical Office of the Republic of Macedonia.

The domestic demand was mainly led by the final consumption, despite
the strengthened investment consumption. Thus, the final consumption in the
third and fourth quarter of the year was nominally increased at rates of 10% and
16% (on annual basis, respectively) as a result of the intensive personal
consumption and increase in the public consumption. The dynamics of the
personal consumption in the last two quarters was reflected in a high turnover in
the retail trade (annual growth rates of 16% and 19%, respectively) and increased
import of consumer goods (annual growth rates of 19% and 34%, respectively).
In line with the above-mentioned developments, the level of VAT revenues in
the third and fourth quarter of the year was increased on annual level by 25% and
16%, respectively.

° In the absence of complete data on the expenditure side of the gross domestic product, the analysis
of the domestic demand is largely based on calculations by the National Bank of the Republic of
Macedonia.

10°Since March 2008, the State Statistical Office has started to publish for the first time data on the
generated expenditure aggregates of GDP on quarterly basis. These data refer to the final
consumption, gross-investments, export and import of goods and services for 2006 and 2007 and
cover quarterly distribution and annual levels, while data on the personal consumption have not been
published yet, and in the new data structure, data on the personal consumption and investment in
machines and equipment lack. The assessments so far have been based on monitoring certain
indicative variables that reflected the dynamics of spending the GDP.

12
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Figure 12

Indicative categories for the personal consumption
(annual changes, in %)
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Source: State Statistical Office of the Republic of Macedonia and Ministry of Finance.

The personal consumption was supported by the net wage bill in the
economy that registered an annual increase in the third and fourth quarter of
2007 of 9% and 12%, respectively. At the same time, the pensions in the last two
quarters of the year registered an annual growth rate of 3.2%, whereas the
inflows from private transfers were increased by 10% on annual basis in the third
quarter, although they entered in the zone of negative growth rates in the last
quarter (a fall of 12%). However, taking into consideration that the personal
consumption was conditioned by the present value of the expected income, a
large portion of the increase in the personal consumption might be attributed also
to the expectations of the households for higher pensions and salaries in the
public administration. On the other hand, the expectations for stable and higher
income level were reflected in the increase in the indebtedness of the population
that was increased in the last two quarters of the year at annual rates of 60% and
62%, respectively.

Figure 13
Sources of financing the personal consumption
(annual changes, in %)
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Source: National Bank of the Republic of Macedonia and State Statistical Office.

The moderate dynamics of the personal consumption since the
beginning of 2007 was intensified in the third quarter, when an annual growth
rate of 12% was registered. In the last quarter of the year, in accordance with the
decision on increase in the salaries of the public administration (by 10% since
October 2007) and the higher spending on goods and services, the public
consumption was assessed as having accelerated growth (around 19%).

13
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Figure 14

Public consumption and costs for salaries and services
(annual changes, in %)
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Source: State Statistical Office of the Republic of Macedonia and Ministry of Finance.
Assessment for the public consumption was made in the 4. quarter of 2007.

In the second half of 2007, in parallel with the personal consumption,
the investment consumption also registered intensification. Thus, the gross
investments were nominally increased at rates of 24% and 52% in the third and
fourth quarter of the year. Such dynamics corresponded to the dynamics of the
investments in machines and equipment that registered annual growth of 38% in
the third quarter of the year (last available data). The increased pressures of the
investment consumption affected the domestic production of capital products
that registered an identical rate of annual growth of 28% in the last two quarters.

Figure 15

Investments in machines and equipment and import of means for operating
(annual changes, in %)
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Source: State Statistical Office of the Republic of Macedonia.

In addition to the investments in machines and equipment, the
indicators for construction activities also indicated a continuation of the positive
tendencies. Thus, the value added in the construction in the third and fourth
quarter of the year registered a real annual increase of 5.5% and 7.8%,
respectively. The higher level of government capital expenditures for
construction of residential and sports facilities and procurement of other fixed
assets in the last quarter of the year (by 3 times compared with the same quarter
of the previous year), signalized the commenced investment activity of the
government and at the same time referred to its intensification in 2008.
Simultaneously, the strong demand for banking credits by the firms both at the
end of 2007 and the beginning of 2008 indicated increased demand for capital
and more intensive economic activity.
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Figure 16
Government capital investments and performed construction works
(annual changes, in %)
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Source: State Statistical Office of the Republic of Macedonia and Ministry of Finance.

From the presented assessments of the developments of the separate
components of GDP, it could be concluded that the domestic consumption, in
addition to the personal consumption, was also increased by the strengthened
investment activity and public consumption. In conditions of limited domestic
production, such pressures conditioned an increase in the import and deepening
of the current account deficit. Taking into consideration the significance of the
investment consumption for the increase in the competitiveness of the economy
in the medium term and achievement of a higher and sustainable economic
growth, the pressure on the import created through this channel was of temporary
character. Still, the data as of the beginning of 2008 indicated further
intensification of the personal consumption. Thus, in the first two months of the
year, the budget revenues from VAT were by 23% higher compared to the same
period in 2007, which indicated the influence of the personal consumption on the
realization of a higher turnover in the retail trade, however, in case of a
significant price effect due to the increased prices. At the same time, the active
banking support to the households continued during the first two months, too.
Accordingly, it was necessary to follow cautiously the rate of acceleration of the
personal consumption and its effects on the economy.

1.3. Employment and salaries

The favorable economic environment and intensive economic activity
conditioned further improvement of the situation on the labor market. Thus, in
the last quarter of the year, simultaneous increase in the demand for and supply
of labor was registered. The more intensive increase in the number of employees,
as an indicator of the demand for labor in the third and fourth quarter of 2007, as
opposed to the increase in the overall labor force, as an indicator of the supply,
indicated gradual reduction in the existing gap between the number of jobs and
available labor force in the economy.
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Figure 17
Number of employees and total labor force (active population)
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Source: State Statistical Office of the Republic of Macedonia.

The increased economic activity in the service sector in the third quarter
of 2007, conditioned directing of the demand for labor in this sector. The number
of employees in the service sector was increased by 12.3%, on annual basis,
whereas in the industry (except for the manufacturing industry), agriculture and
construction sector, reduced number of employees was registered. As opposed to
such developments, the number of employees in the last quarter of the year
registered a moderate annual increase in all sectors of the economy, having the
most intensive increase in the mining (22.5%) and communications (15.8%)
sectors. Moderate increase was also registered in the agriculture, manufacturing
industry, in the activity for supply of electricity, gas and water, construction and,
to the greatest extent, in the service activities.

Figure 18

Annual rates of increase in the number of employees per sectors
(in %)
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Source: State Statistical Office of the Republic of Macedonia.

The more intensive increase in the number of employees and minimal
increase in the number of able-bodied population conditioned an annual increase
in the employment rate, the unemployment rate registering a reduction at the
same time. Thus, in the third quarter, the employment rate (36.7%) was
increased by 1.1 percentage points, whereas the unemployment rate was reduced
by 1.7 percentage points (34.2%). Such trend was typical for the last quarter of
the year, too, although at a decelerated pace. Namely, the employment rate was
higher by 0.7 percentage points (36.4%) on annual basis, whereas the
unemployment rate was reduced by 1.2 percentage points (34.7%).
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Figure 19 Figure 20
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Republic of Macedonia.

Significant increase in the average paid salaries was registered in the
last quarter of 2007. Thus, the paid nominal net and gross salaries '* were
increased by 11.8%, i.e. by 9.1% on annual basis. The effect of the inflation
being isolated, the real increase in the net salaries was 7% and of the gross
salaries, it was 4%. The salary increase was mainly a result of the increased
salaries in the government sector in line with the salary increase of 10% in the

public administration as of October.

Figure 21
Average paid gross and net salary and inflation rate
(annual nominal changes, in %)
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Source: State Statistical Office of the Republic of Macedonia.

Increase in the average salaries was registered in all sectors of the
economy, except for the fishery, having the most intensive increase in the
activities that according to the ownership structure were mainly a part of the
public sector. Thus, the nominal net salaries were increased by 14.1% in the
public administration and defense, by 14% in the education and by 16.9% in the
health sector. Still, the increase in the salaries in the public sector was
accompanied by the increase in the salaries in the private sector, too, mainly in
the manufacturing industry, construction, financial intermediation and in the
sector-activities with real estate. Similar developments may be noted from the
sector analysis of the gross salaries, too.

In January 2008, the nominal net and gross salaries were increased by
12%, that is, 10.2%, respectively on annual basis, which was mainly a reflection
of the effect of the lower comparison basis. The lower increase in the gross
salary reflected the reduced taxation of the income since the beginning of the

1 Source: State Statistical Office. The total paid gross salaries cover: paid net salaries for the month
that is subject to the report, paid personal income tax and paid contributions (for pension and
disability insurance, health insurance, employment, professional disease and water economy).
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year. The real salary increase, in conditions of more intensive increase in the
price level was significantly lower, that is 3.1% of the net salaries and 1.4% of
the gross salaries. On the other hand, it was expected that by the end of 2008, the
growth would be strengthened again, in accordance with the announced further
increase in the salaries in the public administration (by 10% in the last quarter of
the year). In January 2008, as well as in the previous period, the paid salaries
registered an increase in all sectors of the economy, except for the fishery. A
significant increase in the salaries was also registered in the public sector (public
administration and defense, education and health and social work), on one hand
and in the agriculture, manufacturing industry and in the sector-activities with
real estate, on the other hand.

Figure 22

Annual changes in the average paid net salary per sectors
(in %)
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Source: State Statistical Office of the Republic of Macedonia.

The labor productivity, in conditions of a more intensive increase in the
gross domestic product compared to the increase in the employees, was
increased by 1.2% in the third quarter and by 3.4% in the fourth quarter of 2007.
Despite the notable salary increase, the increase in the productivity conditioned a
moderate effect on the labor unit costs. Thus, the labor unit costs were almost
unchanged on annual basis (using the consumer price index as a deflator for the
calculation of the real salaries), that is, they were by 1.9% higher in the third
quarter and by 1.4% in the fourth quarter of 2007 (with the application of the
production price index as a deflator).

Figure 23 Figure 24
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Source: State Statistical Office of the Republic of Macedonia, calculations and analyses of the
National Bank of the Republic of Macedonia.

Box 1
Analysis of the employment and salaries in the period 2001-2006

The labor market in the Republic of Macedonia is traditionally
characterized by a lower demand for, compared to the supply of labor force and
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consequently, by a high unemployment rate. On the other hand, the paid nominal
net salaries in the economy have an upward trend. The objective of this analysis
is to consider the developments of the employees, as an indicator of the demand
for labor and of the salaries, as an indicator of the labor price in certain sectors of
the economy.

The sectorial analysis of the demand for labor indicates a continuous
increase in the demand for labor directed towards the service sector and
consequently, increase in its share in the total number of employees from 40% in
2001 to 47% in 2006. Such development of the employees was followed by a
salary increase, as well as increase in the value added in the service activities.
The intensive increase in the value added of 19%, compared with the beginning
of the period, led to an increase in the productivity in this sector, despite the
registered increase in the number of the employees and in the salaries. Similar
developments to those in the service sector could be also registered in the
construction sector. In this sector, too, in parallel with the increase in the
employment, increase in the salaries and value added was registered, which led
to an increase of its share in the gross domestic product.

Figure 25 Figure 26
Share of the sectors Average salary per sectors
in the employment (in Denars)
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National Bank of the Republic of Macedonia.

The increase in the average nominal net salaries was typical both for the
agricultural and industrial sectors, with a greater intensity compared with the
service sector. The notable increase in the salaries in the industry in 2006 derived
from the increased salaries in the activity “supply of electricity, gas and water”
which was connected with the privatization of the electricity company, as well as
from the higher salaries in the mining sector as a result of the improvement of
the performances of several mining capacities in the mentioned year. On the
other hand, the share of the employees in these sectors in the total number of
employees, as well as the share of these sectors in the creation of the value added
registered a drop relative to 2001. Thus, the increase in the productiveness in the
industry and agriculture in the period 2001-2006 was mainly conditioned by the
lower number of employees. The reduction in the labor demand in these sectors,
notwithstanding the increase in the average salaries, was generally conditioned
by the increased attractiveness of the service sector as easier adjustable in
conditions of restructuring of the economy, as well as by the processes of
transformation and privatization, that imposed rationalization of the employment
in a large number of the industrial capacities.

1.4. Balance of payments

The last quarter of 2007 was characterized by a deepened trade deficit
and government payments to abroad, that resulted in high foreign exchange
outflows. On the other hand, the high outflows were financed by the foreign
exchange inflows into the capitally financial account, that arose, to a greater
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extent from the direct investments, so that at the end of the fourth quarter of
2007, the gross foreign exchange reserves registered a minimum increase.

In the fourth quarter of 2007, the current account of the balance of
payments registered high deficit in the amount of Euro 271.2, which represented
deepening of the deficit by 6.4 times on annual basis. The unfavorable
developments of the current account were, above all, conditioned by the

increased trade deficit'? (contribution of 67.7%), as well as by the reduced net
inflows in the current transfers (contribution of 24.8%).

Figure 27
Components of the current account
(in millions of Euros)
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During the last quarter of 2007, acceleration of the annual growth rate
of the trade deficit was registered compared with the annual increase in the
previous quarter (72.3%, as opposed to 51.2%, respectively), and the
acceleration of the growth in the trade deficit adjusted to the energy exchange
was much greater. Such quarterly worsening in the trade exchange was due to the
more dynamic increase in the import (42.8%) compared to the export of goods
(24.1%), to a great extent due to the import of raw materials and intermediate
materials needed for the production and export activity in the forthcoming period
and the increase in the prices of energy sources at the world markets. The rate of
coverage of the import with export was 53.4%, which was an annual fall of 8
percentage points.

Figure 28

Foreign trade of the Republic of Macedonia
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12 The data on the import in the statistics of the balance of payments do not coincide with the data on
the import by the State Statistical Office, due to the time adjustment of the electricity import.
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The intensive production activity of the metal processing industry
resulted in an increase in the import of iron and steel (increase of 37.3% in the
last three months of 2007), which determined 48.5% of the increase in the total
export. Such annual change was a continuation of the tendency of slower growth,
started in the previous quarter and partially corresponded with the reduction in
the prices of ferronickel as the main export product. Significant contribution to
the increase in the export of goods provided also the category “clothing and
textile”, as well as category “metal ore and waste” (re-activation of a significant
mining capacity). On the other hand, the reduced scope of exported quantities of
oil derivatives led to a drop in the export of this product of 11.9% on annual
basis.

Figure 29
Structure and dynamics of the export per groups of products
(in %) (annual rates of changes)
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In the fourth quarter of 2007, the REER index of the Denar (with a
deflator-consumer price index) depreciated by 1.4% compared with the same
quarter of the previous year, in accordance with the increase in the index of the
relative price, whereas the index of the nominal effective exchange rate (NEER)
of the Denar registered a slight appreciation (appreciation of the Denar relative to
the Russian Ruble and US Dollar). Simultaneously, REER, calculated according
to the index of industrial producers’ prices, registered depreciation of 3.7% on
annual basis, as a reflection of the more intensive annual increase in the foreign
prices of the industrial producers relative to the domestic prices. Likewise, in
conditions of increase in the foreign costs, on one hand, and drop in the domestic
costs, on the other hand, REER of the Denar, calculated according to the index of
the costs of labor force per unit product®, significantly depreciated (by 11.7%).

Figure 30
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13 The index of the costs of labor force per unit product refers to the industry.
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The high import dependence of the Macedonian export and intensified
investment activity led to acceleration of the annual growth rate of the import in
the fourth quarter of 2007. The higher import of electricity', metal ore and metal
waste, as well as food products (the dry period had an influence on the reduction
in the domestic supply of food products, and thus the higher amount of imported
quantities) had the greatest share in the growth (48.2%). Among the other
categories, the group “machines and transport devices” had a significant
contribution, whereas the import of oil and oil derivatives registered a slight drop
due to the lower volume of imported quantities relative to the fourth quarter of
2006.

Figure 31
Dynamics of the import per groups of products
(in %) (annual rates of changes)
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During the fourth quarter of 2007, the export of goods was still directed
towards the European Union, as well as the Western Balkans, although the share
of the export to the EU was reduced by 1.9 percentage points on annual basis. On
the other hand, the export to the USA had an increased participation (of 1.7
percentage points), which was due, to the greatest extent, to the export of certain
metals. Likewise, the major part of the import was from the EU, but on annual
basis, it was evident that there was re-orientation towards the markets of Western
Balkans and the other countries.

Figure 32
Geographic orientation of the export and import of goods
(in%)
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During the fourth quarter of 2007, the net inflows on the basis of
traveling and investment works were the main generators of the surplus in the
services. However, the increased import of goods conditioned higher transport
costs, that along with the business services, had an influence on the annual
reduction in the positive balance of the services (by Euro 3.9 million). The
negative balance in the income sub-balance sheet was deepened on annual basis
by Euro 13.4% million, which was due to the higher amount of paid income

" In accordance with the manner of customs registration of the import of electricity in October and
November 2007, large import of electricity was reported, which was, in fact, realized throughout the
year.
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from direct investments to non-residents, as well as payments on the basis of
interest. A fall of 22.2% was registered in the balance of current transfers relative
to the same quarter of the previous year, with almost the same contribution of the
both items. Namely, the official transfers registered net-outflows', whereas the
private transfers registered reduction conditioned by the fall in the cash, which
had registered a negative rate of change (of 20.1%) for the first time since 2005.

Figure 33
Dynamics of private transfers per components on net basis
(in millions of Euros) (annual rates of change)
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Source: National Bank of the Republic of Macedonia.

During the fourth quarter of 2007, the capital and financial account
registered a high net inflow of capital from abroad in the amount of Euro 269.6
million, which was mainly a result of the realized net-inflows on the basis of
foreign direct investment (with almost 43% share in the total net inflows).

Figure 34

Components of the financial account
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The foreign direct investment in the last quarter of 2007 reached Euro
115.7 million'®, as opposed to Euro 34.7 million in the same quarter of 2006. The
most interesting activities for investment in the country were the insurance and
food activity and telecommunications, and respective countries-investors were
Slovenia, Serbia and Austria. The net inflows from portfolio investment in the
fourth quarter of 2007 registered a slight annual decrease of Euro 3.6 million,
which was due mainly to the sale of domestic debt securities by foreign
investors.

15 In December 2007, the Ministry of Finance paid to abroad funds on the basis of a completed court
dispute.

16 In December 2007, the government repaid a part of the funds on the basis of a revision of the
privatization of a public enterprise.
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Figure 35

Direct and portfolio investment
(in millions of Euros)
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Higher net indebtedness on the basis of trade credits, loans and
outstanding liabilities of the private sector was registered in the analyzed quarter.
As opposed to this, the item “currencies and deposits” registered net-outflows
which were due to the cash drawn out by the private sector.

During the fourth quarter of 2007, the trend of growth in the total
foreign debt of the Republic of Macedonia continued. Thus, during the last
quarter, its quarterly increase was 4.9%", as a result of the increase in the long-
term debt by 5.8% (in accordance with the higher amount of used funds from
paid liabilities, as well as on the basis of exchange rate differences). In
conditions of a stable credit rating and increased use of foreign capital by the
private sector, quarterly increase of 7.7% of the total debt of the private sector
was registered (the long-term debts of the private sector registering an increase
of 9.4%). At the same time, the total debt of the public sector was increased by
2.6% relative to the end of the previous quarter, which was also stimulated by
the indebtedness on the basis of Program Development Policy Loan Il (PDPL I1)
(Euro 23.3 Million).

Figure 36
Structure of the long-term debt as of the end of the quarter *
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During the last quarter of 2007, the used funds registered a quarterly
increase of 74.4% and amounted to Euro 180.9 million, the larger part of which
(74.9%) were long-term credits and loans. On the other hand, an increase on
quarterly basis (76%) was also registered by the total paid liabilities in the
amount of Euro 115.9 million, 73.5% out of which were paid by the private
sector (57.2% out of which refer to the commercial banks). The short-term
liabilities paid by the public sector (Euro 7.6 million) referred entirely to the
repayment of the re-scheduled debt to Italy.

17 The data on the debts outstanding as of 30.09.2007 has not been revised.
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Figure 37
Used funds and paid liabilities of long-term and short-term debt
(in millions of Euros)
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In spite of the net-purchase on the foreign exchange market by NBRM
in the last quarter of the year, on 31.12.2007, the gross foreign exchange
reserves amounted to Euro 1,524.4 million and relative to the end of the third
quarter of 2007, they were increased by only Euro 2.3 million. Such change
resulted from the high net-outflows from the foreign exchange deposits of the
government, due to the payment on the basis of a court dispute and outflows on
the basis of a revised value of a privatized company. The level of the gross
foreign exchange reserves at the end of December enabled coverage of 3.8
months of import of goods (f.0.b.) and the outflow of services in the following
year'®,

Figure 38
Factors of change of the gross foreign exchange reserves in the fourth quarter of
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During the first two months of 2008, the trade deficit (on c.i.f. basis)
amounted to Euro 281.7 million and compared to the same period of the previous
year it was increased by 54.7% in conditions of a more intensive increase in the
import and export (30.8% and 17.9%, respectively). Namely, the increased
import of mineral oils in conditions of increase in the world prices of oil and a
need for import of electricity due to an insufficient domestic production of this
energy source, led to an increased import. On the other hand, the main factor of
the increase in the export was still the export of iron and steel and their products
and ores, in accordance with the increased production and export activity, as well
as the export of oil derivatives, as a reflection of the developments on the side of
the import. The developments in the foreign trade were in line with the
projection, and there was a risk from the deteriorated conditions of exchange. In
conditions of a further annual increase in the prices of the domestic economy, as
well as political instability in the region, during the first quarter of 2008, the
decreasing trend of the net purchase from the exchange operations continued

8According to the projection of the balance of payments prepared during the last IMF mission in
November 2007.
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(according to the preliminary data, by 20.03.2007 inclusive, annual drop of
32%). During the first quarter, a current account deficit of Euro 123 million was
expected. In accordance with the presented developments, the gross foreign
exchange reserves at the end of March amounted to Euro 1,519.3 million and
were lower by Euro 12.1 million relative to the end of 2007.

In the course of the second quarter of 2008, a deficit of Euro 155
million is expected on the BOP current account, which is a result of the expected
deficit in the trade balance and, possible, further reduction in the inflows from
private transfers, that are the main source of financing of the trade deficit. The
assessed negative trade balance is, to the greatest extent, due to the increased
import of investment and intermediary products and the increased import of
energy (increase in the world prices of oil and electricity). Deficit is also
expected in the income sub-balance sheet, mostly due to the dividend payment to
the foreign investors of a larger domestic company, whereas in the category
“services”, surplus is envisaged. The current account deficit is expected to be
financed from inflows on the basis of foreign direct investment and borrowing
from abroad.

1.5. Inflation

The global increase in the prices of food and unfavorable weather
conditions that reduced the domestic supply of food, as well as the increased
export of agricultural products, led to a fast growth in the prices of food and
intensification of the inflation rate in the fourth quarter of 2007. However, the
average inflation in 2007 amounted to 2.3% and was approximately the same
with the inflation in the Euro-zone, where it amounted to 2.1%. The higher price
of the electricity contributed towards inflation increase in 2007, as opposed to
the lower prices of telecommunication services.

The general price level in the last quarter of the year was by 2.6%
higher compared with the previous quarter which indicated a moderate inflation
increase. Such quarterly increase in the consumer prices, was mainly a result of
the increase in the prices of the grain products (increase in the price of bread and
pastry) and of the fresh vegetable, within the category “food”. Likewise, within
this category, an increase was registered in the prices of vegetable fats (increase
in the price of eating oil), fresh and sour milk, as well as fresh meat. The increase
in the crude oil price at the world stock exchanges was reflected on the domestic
prices of the oils, too, and an increase was registered in the prices of clothes and
footwear, as well as restaurant services (mainly due to the higher prices of the
food and beverages in the catering facilities). The sole deflationary influence was
the one of the prices of the telecommunication services (due to the increased
competition in this sector), as well as the prices of the pharmaceuticals, due to
the application of a lower VAT rate to the pharmaceuticals starting from
September 2007".

19 With a Government decision, reduction in the value added tax on pharmaceuticals, medical and
orthopedic devices, as well as IT equipment and public transport, from 18% to 5%, was introduced
applied as of October 2007.
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Figure 39
Contribution of separate categories of food to the quarterly increase in the

inflation rate in the fourth quarter of 2007
(contributions in percentage points)
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Source: State Statistical Office of the Republic of Macedonia and calculations of the National Bank
of the Republic of Macedonia.

The reduced domestic supply of agricultural products, conditioned an
annual increase in the import of these products in the fourth quarter of 2007. In
condition of global growth in the food prices (especially grains, fruit and
vegetable, meat, as well as dairy products), the increase in the import of these
products conditioned a high spillover effect of the import prices of the food
products on the domestic ones.

Figure 40
Annual change of the import prices and imported quantity of food products
(in %)
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Source: State Statistical Office of the Republic of Macedonia.

In line with such developments, the average annual inflation rate in the
last quarter of the year reached 4.9%, which was the highest increase compared
with the previous quarters. The highest contribution (3.7 percentage points) to
the annual increase was the one of the higher food prices, including the increase
in all sub-categories within the category “food”, among which, the increase in
the prices of the grains, fresh vegetable and fruit and vegetable fats had the
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greatest contribution. The higher prices of the oil, more expensive services in the
restaurants, as well as the higher rent had an additional influence. As opposed to
these inflationary developments, the lower prices of telecommunication services,
prices of pharmaceuticals, as well as the decreased prices of educational items
had deflationary influence.

Figure 41
Contribution of the food and separate categories of the inflation index to the annual inflation rate in the
fourth quarter of 2007
(contributions in percentage points)
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Source: State Statistical Office and calculations of the National Bank of the Republic of Macedonia.

Taking into consideration that the most significant determinant of the
average inflation rate in 2007 were the prices of food and energy, the basic
inflation rate (that excludes their influence) in 2007 was exceptionally low and
was 0.7%, referring to an absence of any more serious inflationary pressures of
monetary nature.

Figure 42
Inflation rate (in %) and contribution of the separate categories of the inflation index to the average
annual inflation rate in 2007 (in percentage points).
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Source: State Statistical Office of the Republic of Macedonia and calculations of the National Bank of the Republic of
Macedonia. The effect of the increase in the excise on the cigarettes is excluded.
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The realized average inflation rate of 2.3% in 2007 was within the
initial inflation projection of 3%. The acceleration of the inflation in the fourth
quarter was in line with the inflationary expectations of the economic agents in
the country for the corresponding period, since 78% expected an increase in the
inflation (mainly with a slower intensity), and the remaining part expected for it
to remain at the level of the third quarter. Still, the unexpected increase in the
prices at the end of the year, determined realization of a slightly higher inflation
rate than the expected one.”

Figure 43
Inflationary expectations by the end of the year and realized inflation in the

current quarter
(in %)
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Source: Survey on the inflationary expectations and calculations of the National Bank of the
Republic of Macedonia; State Statistical Office.

In parallel with the intensification of the level of the consumer prices,
increase in the prices of the industrial producers was registered. Thus, after the
moderate average increase in the previous quarters of 2007, the production prices
in the last quarter of the year reached a growth rate of 2.1%. When the producer
prices were viewed from the viewpoint of their connection with the domestic
component of the inflation, a significant annual increase in the last quarter of the
year was registered in the prices of the consumer goods, prices of energy and of
intermediary goods. Such developments of the prices of the domestic producers,
and especially the prices of the consumer goods and energy, as an integral part of
the household consumption, indicated possible more significant inflationary
pressures in the forthcoming period.

2 The data on the inflationary expectations are according to the results from the Survey on
inflationary expectations of the entities in Macedonia, conducted in the fourth quarter of 2007.
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Figure 44

Consumer prices and producer prices of industrial products
(annual quarterly changes in %)
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The increase in the production prices in the last quarter of the year
contributed to intensification of their average growth rate compared to the
previous year, that reached, on average, 1.6% in 2007, mainly under the
inflationary influences of the producers of electricity and of food products and
beverages, as opposed to the annual fall in the prices of producers of oil
derivatives.

Figure 45

Development of the prices of domestic producers
(indices, average 2006=100)
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The analysis of the influence of the costs per labor unit on the inflation
indicated that the real sector of the economy, from this aspect, produced certain
inflationary pressures. Namely, the trend of increase in the costs per labor unit
that started in the first quarter of 2007, continued in the third and fourth quarter
as well, when moderate annual increase was registered.
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Figure 46

Inflation and costs per labor unit in the economy
(indices, 2004=100)
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The inflationary pressures started from the last quarter of 2007,
continued during the first quarter of 2008, as well, having at the same time a
continuous trend of food price increase. Thus, the level of the consumer prices in
the first quarter of 2008 was higher by 4.1% compared with the previous quarter,
mainly due to the increase in the prices of the food products. Due to that, as well
as due to the lower comparison basis, the annual inflation rate in the first quarter
of 2008 was more intensive and reached 9.5% (76% of the increase was due to
the increase in the food product prices). Within the category “food”, the
increased prices of the grain products (bread and pastry), fresh vegetable, eating
oil, fresh and sour milk as well as fresh fruit, had the greatest contribution. Due
to the continued trend of increase in the food prices in the first months of 2008 as
well, the Government of the Republic of Macedonia, had undertaken measures
since the middle of February for reduction in the prices of bread, flour and milk
and maintenance of the prices of eating oil, that, however, had a moderate effect.

Figure 47

Inflation rate and inflation without food
(annual changes, %)
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An additional inflationary pressure in the first quarter of 2008 was also
created by the higher prices of the fuels, as a result of the historically high
increase in the crude oil price on the world stock exchanges. The more expensive
food in the restaurants, more expensive rent, as well as the increase in the prices
of the thermal energy for heating had also an inflationary influence. On the other
hand, the sole more significant deflationary influence was due to the cheaper
telecommunication services (which was lower compared with the previous year).
The influence of the food and energy being excluded, the annual inflation in the
first quarter of 2008 was 2.9% (in the last quarter of 2007, it was 1.2%). The
intensification of the basic inflation since the beginning of 2008 signalized that
the intensification of the inflation was not any more only a result of the increase
in the prices of food and energy, but also of the increase in the prices of the other
products and services that referred to a presence of effects from the increased
demand and possible indirect effect from the increase in the prices of energy and
other inputs.

The realized inflation in the first quarter of 2008 was within the
inflationary expectations of the economic agents surveyed at the beginning of the
quarter that expected a decline of the inflation by the end of 2008 relative to the
level registered at the beginning of the year and its reduction to around 6%?'.

The inflation rate realized in the first quarter of 2008 significantly
exceeded the expectations for the quarter covered in the initial projection,
according to which the inflation in 2008 should have been 3%. In accordance
with the latest assessments, based on what has been realized in the first quarter of
2008, and the expectations for stabilization of the increase in the food prices,
gradual slowdown of the annual rate of the price increase is expected in the
second quarter. Consequently, it is expected that the annual inflation rate at the
end of the year will be normalized and come closer to the level typical of the last
several years. Still, main risks for the inflation remain the possible further
increase in the food prices and energy source prices on the world stock
exchanges and their influence on the domestic prices.

During the first two months of 2008, intensive increase in the prices of
the industrial products’ producers was registered, that reached an annual growth
rate of 9.9%. The high annual increase in these prices was mainly a result of the
higher prices of the producers of oil derivatives and food products and
beverages. The significant increase in the prices of the domestic producers
registered in the groups of products that are an integral part of the household
consumption (energy and non-durable consumer products), indicated further
inflationary pressures by the domestic producers.

Monetary policy

Slowdown in the increase in
the foreign exchange
inflows...

During the last quarter of 2007, the monetary policy was conducted in a
significantly changed environment, characterized by reduction in the intensity of the
foreign exchange inflows from abroad and high budget spending. Thus, the net
purchase of foreign exchange in this quarter was lower by 34,1% compared to the
fourth quarter of 2006 (during the last two months of the quarter, the interventions were
in a direction of net-sale of foreign exchange), by which for the first time since the
beginning of the year, more pronounced pressures for the depreciation of the domestic
currency were registered on the foreign exchange market for the first time since the
beginning of the year. Such developments were mainly a reflection of the worsened
balance of the current account in the last quarter. The reduced portfolio investments in
the Macedonian economy in this period corresponded also with the instability of the

2l The data on inflationary expectations were given according to the results of the Survey on the
inflationary expectations of the entities in Macedonia, conducted in the first quarter of 2008.
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global financial market, as a factor that reduced the demand for financial assets in the
developing countries.

Figure 48

Inflation and exchange rate
(current month/same month of the previous year, in %)
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Source: National Bank of the Republic of Macedonia and State Statistical Office.

During the last quarter of 2007, the inflation rate was intensified,
mainly under the influence of the increasing trend of the food prices. Namely,
the dry period generated a negative shock on the side of the aggregate supply by
reduced supply of agricultural products. Further inflationary influence was the
one of the events on the global market, connected with the increase in the oil
price on the world stock exchanges, as well as the significantly higher prices of
the food products on the world stock exchanges (as a result of the unfavorable
climate conditions and increase in the world demand for this category of
products) that were transferred to the domestic economy as well. Thus, the
average inflation rate in 2007 was 2.3%, whereas the basic inflation rate without
food and energy was significantly lower and was 0.7%.

Figure 49 Figure 50
Interventions on the foreign exchange  Quarterly change of the supply of
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At an operational level, during the last quarter of 2007, the monetary
management was directed towards neutralization of the liquidity effects from the
autonomous factors, in order to achieve an efficient management of the liquidity
in the banking system. Typical for this quarter was the exceptionally high budget
spending, concentrated in the last month of the year, which led to significant
creation of liquidity in the banking system. The funds withdrawn from the Denar
government account with NBRM were used to the greatest extent for realization
of the capital expenditures and increased transfer payments, and at the same time

33



...through sterilization of the
liquidity effects of the
autonomous factors...

Quarterly Report, April 2008

repayment was made of funds to a foreign investor after the revision of the value.
The foreign exchange transactions of NBRM?, in accordance with the reduced
net-purchase of foreign exchange on the foreign exchange market, had a lower
liquidity effect compared to the three previous quarters, whereas the seasonally
higher demand for currency in circulation was in a direction of withdrawal of the
liquidity from the banking system.

Table 1
Creating and withdrawing liquidity*
(in millions of Denars)

Balance as of Changes by months Balance as of
30.09.2007 October November December — Total ~ 31.12.2007
Banks' liquidity (banks" account with the NBRM) 6,790 1554 256 1815 3,625 10,415
Liquidity creation 5,005
1. Net foreign assets 94,209 1,768 -104 -1,530 134 94,343
2. Net domestic assets -68,905 -433 47 5,257 4,871 -64,034
of which:
CB hills -16,339 -1,447 -1,389 -1,820 -4,656 -20,995
Treasury bills for monetary purposes -6,312 903 848 1 1,752 -4,560
Government denar deposits with the NBRM n -19,816 -178 568 9,580 9,970 -9,846
Government foreign currency deposits with the NBRM -4,840 594 311 -1,658 -753 -5,593
Other items, net -22,665 -305 -291 -845 -1,441 -24,106
Liquidity withdrawal -1,380
1. Currency in circulation 16,746 171 285 -1,637 -1,181 17,927
2. Banks' vault cash 1,768 48 28 -275 -199 1,967

n Treasury bills for monetary purposes are excluded.
* Positive change - creating liquidity; negative change — withdrawing liquidity.
Source: National Bank of the Republic of Macedonia.

On net basis, the autonomous factors contributed towards creation of
liquidity, which imposed a need for further sterilization through monetary
instruments. To that end, NBRM increased the supply of Central Bank bills by
60% on quarterly basis, by which Denar 4,656 in total were sterilized through
this monetary instrument. The Treasury bills for monetary purposes had an
influence towards issuance of liquid funds, partially due to the changes in the
conditions for trading of Treasury bills*, that led to a reduction in the
attractiveness of these securities.

22 In October 2007, NBRM carried out net purchase of foreign exchange on the foreign exchange
market, contributing towards liquidity creation, whereas in November, it carried out net sales on the
basis of used rights for portfolio investments. In December, the foreign exchange transactions were
directed towards liquidity withdrawal, which was due to the net sale of foreign exchange assets for
the needs of the government (these transactions do not have liquidity effect), whereas net purchase of
foreign exchange was realized in the transactions with the banks-supporters.

2 In October 2007, the Ministry of Finance abolished the minimum interest rates and introduced
speculative percentage point, that was determined at a level of 0.02 for the three-month Treasury bills
and a limited share.
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Figure 51

Instruments of the monetary policy and autonomous factors of creating and
withdrawing liquidity *

(monthly changes in millions of Denars)
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Consequently, the demand for monetary instruments by the banks was
mainly concentrated on the auctions of Central Bank bills of NBRM, creating a
pressure for interest rate reduction, that was lower by 0.3 percentage points on
average in the fourth quarter compared with the previous quarter. Such
developments, in conditions when the foreign interest rates registered an upward
trend, were a reason for significant narrowing of the interest rate differential
between the Central Bank bills and the one-month EURIBOR, that was 0.3
percentage points on average in the fourth quarter (0.7 percentage points in the
previous quarter). The interest rate on the three-month Treasury bills had a
quarterly increase of 0.3 percentage points compared to the average of the
previous quarter.

Figure 52 Figure 53
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*Average for the quarter of the average weighted interest rate, except for the maximum interest rate,
which refers to the interest of the last auction in the quarter. In October 2007, the Ministry of Finance
abolished the maximum interest rates and introduced speculative percentage point, that was set at a
level of 0.02 for the three-month Treasury bills.

IRCBB (KCB3) — interest rate on the Central Bank bills.

IRTB — 3 months (KCJ13-3 mecenm) - interest rate on the three-month Treasury bills.

Source: National Bank of the Republic of Macedonia, Ministry of Finance and Central Bank of the
Netherlands (www.statistics.dnb.nl).

During the last quarter of 2007, the banks maintained higher liquidity
position on average (by 4.6% compared with the previous quarter). During the
fourth quarter, the banks provisioned 8.5% on average beyond the reserve
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requirement (in Denars)®*, which was a reduction in the excess over the
obligation for provisioning by 2.9 percentage points compared with the average
of the previous quarter (or by 7.3% percentage points less compared with the
same period in 2006). In order to cover the temporary liquidity shortages, the
banks traded actively on the inter-bank money market, within the frameworks of
which average monthly turnover increased by 2.4 times compared with the
previous quarter was realized.

Figure 54

Daily dynamics of banks’ liquidity *
(in millions of Denars)
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2!

f Macedonia.

During the first quarter of 2008, in conditions of further intensification
of the inflation rate, and especially of the basic inflation, NBRM made a change
in the structure of the monetary instruments. Thus, on 19.02.2008, NBRM
passed from “tender with interest rates” to auctions of Central Bank bills
according to the principle “tender with amounts” and fixed interest rate of 5.25%
(as opposed to 5.08%, which was its amount in the last auction before the change
of the tender), which was further increased to 6% on 06.03.2008. Such measures
were directed towards stabilization of the inflationary expectations of the market
entities, in order to maintain the price stability in the medium term. During the
first three months of 2008, Denar 691 million was sterilized through the Central
Bank bills.

Figure 55

Interest rate on the NBRM CB bills (28 days)
(in %)
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Source: National Bank of the Republic of Macedonia.

24 As a period of meeting (fulfillment) of the obligation for reserve requirement of the banks the
period of 11. day of the current month up to the 10. day of the following month is considered. The
excess refers to the funds allocated in excess at the banks’ account with NBRM beyond the
obligation for reserve requirement.
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The unfavorable developments on the foreign exchange market
continued, emphasized through pressures from the side of demand for foreign
exchange. Thus, in January 2008, NBRM realized net-sale of foreign exchange at
the foreign exchange market, whereas in February and March transactions with
the banks-supporters were not realized. Still, the net foreign exchange assets of
NBRM in February 2008, compared with the end of the previous year, had an
influence towards creation of primary money, reflecting the effect of the
increased obligation for reserve requirement of the banks in foreign exchange®.
Sterilization of the liquidity from the banking system was made on cumulative
basis through the Denar government deposits. In February 2008, compared with
the end of the previous year, the primary money?* was reduced by 5.2%. On
annual basis (February 2008/February 2007) the primary money was higher by
22.3% and relative to the projection for the end of the first quarter, it registered a
downward deviation of 2.5 percentage points. Such dynamics of the primary
money was mainly due to the developments on the foreign exchange market,
where NBRM realized net sale of foreign exchange (in the first month of the
year), as opposed to the projected net-purchase of foreign exchange for the first
quarter.

Figure 56
Contribution to the quarterly increase in the primary money
(in percentage points)
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In the course of the second quarter of 2008, NBRM will continue to
follow carefully the developments in the economy, and depending on the
realizations, it remains prepared to react appropriately and to adjust the monetary
instruments in order to maintain the inflation at a tolerant level. At the end of the
second quarter of 2008, annual increase in the primary money of 18.1% is
expected.

2.1. Monetary and credit aggregates

The quarterly increase in the supply of money of 8.8% in the fourth
quarter of 2007 was significantly more intensive compared with the previous
quarter when an increase of 3.7% was registered. The acceleration of the
quarterly rate of increase in the money supply, in addition to the increase in the
economic activity and tendency to saving, could also be explained by the usual
seasonal factors (increased spending of the private sector in the period of the
New Year and Christmas holidays), intensive increase in the budget spending in

%5 On 11.02.2008, the Decision on Reserve Requirement of the Banks came into force (adopted on
27.12.2007), with which NBRM expanded the basis for calculation of the obligation for reserve
requirement by including new categories of accounts from the banks’ balances.

2% It includes the reserve requirement of foreign exchange deposits. Without this component, the
primary money was lower by 10.3% on cumulative basis, whereas it was higher by 20.2% on annual
basis.
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this period, as well as increase in the salaries of the employees in the public and
state administration®’. The broadest money supply at the end of 2007 was higher
by 29.4% on annual basis.

Viewed from the viewpoint of the monetary multiplication, the
monetary multiplier of the money supply M4 retained almost the same level
compared with the previous quarter and was 6 on average. The analysis of the
components of the monetary multiplier in December 2007, referred to a
conclusion that during the last month of the year, an increased tendency of the
banks to keep liquidity funds with NBRM occurred, that led to a lower
multiplication effect of the banks in the monetary creation (in December, the
monetary multiplier was 5.8, as opposed to 6.4 in September 2007).

Figure 57 Figure 58

Contribution to the quarterly Monetary multiplier of the money supply
increase in the money supply M4 M4 and its components

(in percentage points) (quarterly averages)
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money multiplier of M4 (left scale)

From the viewpoint of the structure, during the last quarter of 2007, all
components of the money supply showed more intensive growth rate compared
with the previous quarter. Still, main generators of the quarterly increase in the
money supply M4 were the short-term deposits and deposit money (with a
contribution to the increase in the money supply of 49.4% and 36.9%,
respectively). In view of the developments of the most liquid monetary
aggregate M1, the transaction deposits continued to have the greatest influence
and their increase in the fourth quarter of the year reached 23.1%. The further
trend of reduction in the share of the currency in circulation in the structure of
the monetary aggregate M1 continued in the fourth quarter as well (41% on
average, as opposed to 42.8% in the third quarter of 2007).

Figure 59 Figure 60
Components of the monetary Share of the ready-money in
aggregates circulation in the money supply M1
(in millions of Denars) and a trend-line

(in %)
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Source: National Bank of the Republic of Macedonia.

27 With the Law on Amendments and Modifications to the Law on Payment of the Salaries in the
Republic of Macedonia, adopted on 08.10.2007, increase in the salaries is anticipated in a period of

three years (2007-2009) by 10% on annual level. The application started with the payment of the
salary for September 2007.
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The deposit base® of the banks registered a more intensive quarterly
increase (6.4%) in the fourth quarter of 2007 relative to the previous quarter
when, under the influence of the outflow of deposits on the basis of payment of
dividend to the government by a larger investor, the deposit potential of the
banks was increased by 2.3%. Still, the comparison of the quarterly changes in
the fourth quarter indicated a significantly lower increase in all types of deposits
in 2007, compared with the previous year. Such developments may have been
partially caused by the quarterly fall in foreign exchange inflows in the economy
from private transfers and partially also by the intensification of the inflation,
which created a greater uncertainty and increase in the inflationary expectations.

Figure 61
Contribution to the quarterly increase in the total deposits
(in O/o)
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A dominant factor in the creation of the additional deposit potential of the
banks, from the viewpoint of the maturity structure, were still the short-term deposits
(with quarterly contribution of 90.9%), reflecting the tendency of the depositors to
keep their free funds in the banks with shorter maturity. Observed from currency
aspect, the strengthening of the position of the Denar deposits, at the expense of the
reduction in the share of the foreign exchange deposits, continued in the fourth
quarter of 2007, as well. Thus, the foreign exchange deposits reduced their share in
the structure of the overall deposit potential and participated, on average, with 53.1%.
(as opposed to the average participation of 56.9% in the previous quarters of 2007).
On annual level, the total deposits of the private sector registered increase of 28.8%
(December 2007/December 2006).

Figure 62

Deposits of the population and enterprises
(in millions of Denars)

90,000 - T 40,000
88,000 - E
e | o
82000 - 36,000
80,000 1 ’
78,000 .
76:000 1 _ 34,000 |:II;0use_holtljf
73000 ] o0 | denosto (e
70,000 1
68.000 1 30,000 _
22888 ] . 28,000 Deposn_s from
2.000 1 p 26,000 enterprises
60,000 1 X i
000 0 (right scale)

56:000 £ P || ||| 24,000
24,0005yt [, 1, 00, B 1 BT B 1 61 O 0, 1 1 B B,
52:000 ALt U LG LU LI L H T 22,000

== == x=5== S

g _2>>>;§Xxx8 ==2>35

N N

Source: National Bank of the Republic of Macedonia.

2 Since October 2007, the data on the total deposits and credits of the banks, do not cover
“Makedonska banka” AD Skopje, the license for founding and operations of a bank of which was

abolished by NBRM on 16.10.2007.
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The household deposits in the fourth quarter of 2007 created 73.1 of the
newly-created deposit base of the banks. Despite the higher participation of the
foreign exchange deposits in the structure of the overall household deposits,
71.6% of their increase was due to increase in the saving of the population in
Denars. From the viewpoint of the maturity structure, 92.7% of the structure of
the overall saving of the population was on average in the short-term. Moreover,
during the fourth quarter, there was the greatest interest in depositing the free
money in a form of Denar deposits with a maturity of three months up to one
year. The total deposits of the households were higher by 30.8% on annual basis
(December 2007/December 2006).

Figure 63

Structure of the household deposits
(average share in the fourth quarter of 2007)
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After the registered quarterly reduction in the deposits of the corporate
sector in the third quarter of 2007 (mainly as a result of the outflow of deposits
for payment of dividend to the government by a larger company), a moderate
growth rate of 1.9% was registered in the last quarter of the year. From the
maturity aspect, the quarterly change of the overall deposits was fully a result of
the increase in the short-term deposits, whereas from the viewpoint of the
currency, what was typical was the significant increase in the contribution of the
foreign exchange deposits to the increase in the total corporate deposits (83.3%,
as opposed to 67%, 28.5% and 48.5% in the previous quarters of 2007). The
enterprises deposited larger amount of money in a form of the most liquid
financial assets (quarterly increase in the Denar sight deposits of 43,3%). The
annual rate of increase in the deposits of the corporate sector was 21.7%
(December 2007/December 2006).
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Figure 64
Structure of the deposits of enterprises
(average share in the fourth quarter of 2007)
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The credit portfolio of the banking system continued to grow in the
fourth quarter if 2007, with which the banks continued to create additional
sources of funds of the private sector. Thus, the quarterly increase in the overall
credits was 7.9%, whereas on annual level (December 2007/December 2006) the
credit portfolio was increased by 39.1%. The positive economic expectations of
the banks, as well as the growing competition contributed towards an increase in
the overall banking activities, expansion of the range of products and services, as
well as facilitation of the crediting conditions, which further supported the
demand for credits and created prerequisites for further credit growth.

Figure 65

Quarterly changes
(in O/o)

Q12006 Q2 Q3 Q4 Q12007 Q2 Q3 Q4

BBroad Money M4  OTotal loansto the privatesector ~ B Banks' net foreign assets

Source: National Bank of the Republic of Macedonia.

During the fourth quarter of 2007, as well, the deposit potential of the
banks was a solid basis for further credit expansion. From the viewpoint of the
currency, the approved Denar credits were on average 75.6% of the banks’ credit
portfolio, with a contribution to the quarterly increase of the overall credits of
83.2%. From the viewpoint of the maturity, 61.3% of the credit structure was
approved in the long-term, and their contribution to the registered increase was
81.9%. Regarding the sector structure of the placements, households were larger
user of the bank credits (with a share in the quarterly increase in the overall
credits of 55%).
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Figure 66

Contribution to the quarterly increase in the total credits
(in 96)
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In the course of 2007, credit placements in the households were increased at
a more intensive pace, achieving almost twice as high annual growth rate compared
with the placements in the corporate sector (56.4%, as opposed to 29.7%,
respectively). From the viewpoint of the quarterly dynamics, the increase in the
credits to the households was 11.6%. Such tendency of an increased crediting of the
households corresponded with the strengthened creditworthiness of the households,
greater spending of durables, but also the increased capacity of the banks for
extending credits and diversification of their credit portfolios. From the viewpoint of
the maturity structure, the long-term credits had a dominant position, the quarterly
increase of which explained 64.4% of the additionally placed amount of credits in the
households. The largest part of these credits still covered credits for other purposes®
(on average 82.2%). According to the currency distribution, the main factors of the
increase in the overall credits to the households in the fourth quarter of 2007 as well,
were the Denar credits (with a contribution of 92.7%). Framework credits had the
most significant growth rate (25.4% on quarterly basis) within the overall Denar
crediting of the households.

Figure 67
Distribution of the Denar household credits per separate types of credits
(in millions of Denars)
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In conditions of an increased economic activity and improvement of the
conditions for crediting that generated a higher demand for corporate credits, the
credit expansion of the banks directed to the enterprises was still directed
towards supporting the development potentials of the economy, representing a
stable source of financing of the corporate management. Thus, at the end of
2007, the annual growth rate of the overall corporate credits (December
2007/December 2006) was 29.7%. On quarterly basis, these credits were
increased by 5.6%. Prevailing in the currency structure of the corporate credits

2 Credits for other purposes include: consumer credits, mortgage credits, car credits, credits for
education and credits for other purposes.
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were the Denar credits® with around 63.3%, the contribution of which to the
quarterly increase in the overall crediting of the enterprises was 70%. From the
maturity aspect, 55.5% of the overall credits were on average approved in the
long term, with a dominant contribution to the increase of 96.5%. The permanent
expansion of the deposit base, the possibility for an increased external financing
of the banks, as well as the increased competition, created prerequisites for
further increase in the offer of credits for the corporate sector. On the other hand,
its effectuation would depend to a great extent also on the quality of the demand
for credits, that is, the quality of the projects for which financing through bank
credits would be needed.

Figure 68

Contribution to the quarterly increase in the credits to enterprises
(in percentage points)
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The monetary growth continued in the first two months of 2008 as well,
but at a slower pace (annual growth rate of the money supply in February of
27.9%, as opposed to 28.6%, a projection for the end of March 2008), the short-
term Denar deposit potential still being the dominant factor for creation of the
money supply (67.9% of the annual increase in February). From the viewpoint of
the deposit potential, in February 2008, the deposits in the banking system
registered an increase of 26.8% on annual basis, while the Denar and foreign
exchange deposits increased by 45.3% and 14.2%, respectively.

Figure 69
Annual growth rates of the money supply
o
X - 32.5
170,000 30.0
190000 275
140,000 25.0
e
X 20.
110,000 19 (5)
100,000 :
90,000 15.0
80,000 12.5
70,000 10.0
© N~ ™ < ® o
S N ™ ~ o N S 6
IS o o o < (o4 (04 (04 = '§
o o oas

== Stock, in millions of Denars (left scale)
—— Annual growth rate, in % (right scale)

Source: National Bank of the Republic of Macedonia.

3 Also include Denar credits with foreign exchange clause.
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The trend of a slowed down increase in the Denar deposits and money
supply was expected to continue in the second quarter as well, and the annual
increase in the broadest money supply was assessed at around 19% at the end of
June. The expectations for further moderate shifts in the currency structure of the
deposit base may be partially explained by the increase in the inflationary
pressures, the influence of which, although according to the expectations, would
disappear to the greatest extent after 2008. Still, it would have a moderate
influence on the choice of the currency in which the population will save. The
repatriation of a larger amount of the dividend by a larger domestic company
was expected to have an additional effect on the Denar deposit potential in the
second quarter.

Figure 70
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The credit growth was additionally intensified in the first two months of
the year, by which in February 2008, the annual growth rate was 41.4%, whereby
the credits extended to the households were increased by 58.9%, while the funds
placed in the corporate sector, had an annual increase of 31.8%. The expectations
for a slower growth in the money supply, as well as the measures undertaken by
NBRM with respect to the card operations®, were supposed to have an
appropriate reflection on the credit activity of the banks, so that it was expected
that the rate of the credit growth would be slowed down in the second quarter of
2008 (37%).

2.2. Interest rates

The reference interest rate of NBRM (interest rate on the Central Bank
bills) registered an average quarterly drop of 0.3 percentage points in the last
quarter of the year and was 4.7%. In conditions when the European Central Bank
did not change its interest rate policy in the last three months of 2007, such
change led to a narrowing of the interest rate differential in the Euro-zone. The
reduction in the reference interest rate in the last quarter of 2007 was transferred
to the inter-bank money market®, where the interest rate registered an
insignificant average quarterly reduction of 0.1 percentage points.
Notwithstanding the higher supply compared to the demand, the interest rates at

31 During the first quarter of 2008, NBRM increased the reference interest rate, and it also adopted
changes to the Decision on the methodology for determining the adequacy of the capital of the banks,
with which it increased the weight for used overstepping on the current accounts and used credits
based on credit cards by the physical persons.

32 Bilateral transactions of the banks.
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the market segment of Treasury bills had a growing trend, which was partially
due to the abolishment of the maximum interest rate. Thus, the interest rates on
the three-month and twelve-month Treasury bills registered a quarterly increase
of 0.3 and 0.4 percentage points, respectively (and they were 5.1% and 5.5%
respectively), whereas quarterly reduction was registered in the average interest
rate of the six-month Treasury bills of 0.2 percentage points (by which it
amounted to 5.3%).

Figure 71
Auctions of Central Bank bills with a maturity of twenty eight days, auctions of

three-month Treasury bills and development of the interest rates
(in millions of Denars, quarterly average)

25000 CBbills 80 4000 Treasurybills 0
1 70 3500 A 1 70
20,000 A
1 60 3000 1 60
15,000 A T 50 2,500 4 1 50
T 40 2,000 4 1 40
10,000 1 130 L0 1,
5000 1 720 1000 1 1 20
10 500 1 1 10
0 00 0+ 0.0
QL Q2 Q3 Q4 Ql Q2 Q3 Q4 Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4
2006 2007 2006 2007
Supply . Supply

Demand
—a— Interest rates, in % (right scale)

Demand
—a— Interest rates, in % (right scale)
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Figure 72
Average short-term interest rates of NBRM, average interest rates on the inter-
bank money market and on the market of Treasury bills
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The shifts in the interest rate policy of the banks in the last quarter of
2007 as well, signalized an increase in the competitive pressures in this sector.
Thus, the average lending Denar interest rate registered a quarterly fall of 0.2
percentage points and was 9.9%, whereas the interest rate on the Denar deposits
registered a quarterly increase of 0.3 percentage points and was 5.2%. Such
divergent changes of the lending and deposit interest rate led to further
narrowing of the interest margin, indicating an increase in the efficiency of the
banking system. The long-term trend of reduction in the interest rates could be
seen through the interest rates of the newly-approved Denar credits and newly-
accepted Denar deposits that, in the last quarter of 2007 averaged 9.5% and
3.2%, respectively.
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Figure 73
Credits of the banks to the private sector, investments of the banks in Treasury

bills and interest rates
(average per quarters)
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Viewed from the sectorial aspect, quarterly drop in the average interest
rate on the household credits of 0.2 percentage points was registered in the fourth
quarter of 2007, whereas the average interest rate on the deposits registered an
increase of 0.2 percentage points. Thus, the average price of the credits allocated
to the sector “households” amounted to 11.4% in the analyzed period, whereas
the interest rate on their deposits was 5.6%. The greatest change during the
fourth quarter was registered in the average interest rate on the short-term credits
without a currency clause from 15.2% in the third quarter to 13.9% in the last
quarter of 2007. In the domain of the interest rates on the household deposits, no
significant individual changes were registered.

Figure 74

Average weighted Denar lending and deposit interest rate of the households-
quarterly average
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At the market segment of crediting the corporate sector, the price of the
credits remained unchanged compared with the previous quarter and it was 8.8%.
On the other hand, quarterly increase in the average interest rate of the deposits
of 0.3 percentage points was registered, thus amounting to 4.5%. Compared with
the third quarter, more significant change was registered in the average interest
rates on the long-term time deposits without currency clause, that were increased
by 4.3 percentage points on quarterly basis.
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Figure 75
Average weighted Denar lending and deposit interest rate of the corporate sector-

quarterly average
(in %)
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Observed from the viewpoint of the interest rate, as a yield generated by
the private sector on this basis, during the fourth quarter of 2007, in spite of the
unchanged interest rate on the time deposits (up to three months without
currency clause), the saving of the population continued to register growth,
whereas the investment in Treasury bills (three-month) registered a reduction.
The unchanged interest rate of the Denar time deposits (up to three months
without currency clause) in the corporate sector was followed by a reduced
saving, with a simultaneous reduction in the investments of this sector in
Treasury bills (three-month). The interest rate on the Denar time deposits (up to
three months without a currency clause) of the enterprises approximated to the
interest rate on the Treasury bills (three month), as opposed to the deposit
interest rate of the households (for the three-month deposits) that was higher than
the price of the Treasury bills (three-month).

Figure 76
Investments in three-month Treasury bills, accounting situation of the three-
month Denar deposits and average interest rate
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The average weighted lending foreign exchange interest rate® remained
in the fourth quarter at the same level as in the previous period, that is 8.5%.
More significant shift in the last three months of 2007 was registered in the
average interest rates on the short-term foreign exchange credits. Thus, the
average price at which the population used foreign currency credits registered a
quarterly drop of 0.8 percentage points, being 12.7% in the fourth quarter.
Reduction in the average interest rate on the foreign exchange credits intended
for the enterprises was registered as well, from 8.2% in the third quarter to 8% in

3 Average weighted lending interest rate on the foreign exchange credits for all maturities and for all
sectors.
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the last quarter of 2007. The analysis of the long-term average interest rates of
the foreign exchange credits in the fourth quarter of 2007 did not show any
significant changes. Thus, the average price of the foreign exchange credits to
the enterprises was unchanged and was 8.6%, whereas minimal quarterly drop of
0.1 percentage points was registered in the price of the foreign exchange credits
to the household and it was 8.7%.

Figure 77
Interest rate on short-term and long-term foreign exchange credits to the private

sector-quarterly average
(in %)
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During the fourth quarter of 2007, moderate increase in the average
interest rate on the foreign exchange deposits of 0.1 percentage points was
registered, thus amounting to 2%. The average price of the foreign exchange
deposits of the enterprises was increased to 2.3%, as opposed to 2.2% in the third
quarter. The greatest change was noticed in case of the time deposits in US
Dollars with a 1-month maturity, where quarterly drop in the average interest
rate of 1.9 percentage points was registered (from 4.4% in the third quarter to
2.5% in the fourth quarter). In the sector “households” quarterly increase in the
average interest rate on the foreign exchange deposits of 0.1 percentages point
was registered (from 1.8% in the third quarter to 1.9% in the fourth quarter of
2007).

Figure 78

Foreign exchange deposits and credits to the private sector and interest rates-
quarterly average
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The comparative analysis of the three-month EURIBOR (Euro
Interbank Offered Rate) with the interest rate on the foreign exchange credits
indicated their divergent dynamics. Thus, during the entire 2007, the three-month
EURIBOR registered a continuous average increase on quarterly level. On the
other hand, increase in the average interest rate on foreign exchange credits was
registered only in the second quarter of 2007, whereas it had a falling trend in the
following quarters.
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Figure 79
Interest rate on foreign exchange credits and international three-month interest
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During the first two months of 2008, gradual reduction in the interest
rate on the three-month Treasury bills was registered, being reduced to 5.05% in
February. The interest rates on the six-month Treasury bills registered an
increase in January amounting to 5.4%, being reduces again in February to 5.3%.
Increase in the interest rate on the twelve-month Treasury bills was registered in
January, reaching 5.7%.%* The developments of the lending and deposit Denar
interest rate in the first two months of 2008, continued at the same pace as in the
fourth quarter of 2007. Thus, the lending interest rate was gradually reduced,
whereas increase was registered in the deposit interest rate, so that in February, it
reached the level of 9.7% and 5.5%, respectively. More intensive reduction was
registered in the interest rate on the foreign exchange credits, with a
simultaneous increase in the interest rate on the foreign exchange deposits, being
reduced to 8.1% and 2.2%, respectively, in the second month of 2008.

Public finance

Second supplementary Budget
for 2007 in October 2007

The trend of generating budget surplus in 2007 was terminated in the
last quarter, when negative balance was registered in the consolidated
government budget and when the current and capital costs were increasing
intensively. In order to use more rationally and to reallocate the accumulated
funds of the previous three quarters, additional amendments to the Budget for
2007% were adopted at the beginning of October 2007. The amendments were
based on several assumptions, increased realization of all types of tax revenues,
provision of funds for payment of the increased salaries in the public
administration, provision of funds for payment of the liabilities from the
Agreement on sales of “ESM distribution”, provision of funds as a support of the
financial consolidation of the energy sector and allocation of funds in a form of
block subsidies to the local government units that passed into the second stage in
the process of decentralization. The revised projections of the revenues and
expenditures of the consolidated budget for 2007 did not lead to any shifts in the
projected budget deficit of 1% of the projected GDP for 2007.

3 In March, the auction of the three-month and twelve-month Treasury bills was carried out by
means of a tender with amounts (limited price).
35 Source: “Official Gazette of the Republic of Macedonia” No. 121/2007.
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Figure 80

Total budget revenues and expenditures and budget balance
(in millions of Denars)
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In conditions of a more intensive increase in the overall public
expenditures than the total public revenues (32.8% and 14.8%, respectively), in
the last quarter, for the first time in 2007, budget deficit was registered (in the
amount of Denar 8,270 million), that was mostly realized in the course of
December. With the budget balance being adjusted to the interest payments, the
primary budget deficit was lower by 12.9% of the total budget balance.

Figure 81
Budget balance and interest payments on the basis of external and domestic

indebtedness
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During the last three months of 2007, the total revenues registered an
annual increase of 14.8%, and 63.3% of the increase was generated by the
increase in the tax revenues. 45.9% of the increase in the tax revenues was due to
the high realization of the value added tax, 17.4% of the personal income tax and
17.1% of the customs duties, which referred to an increased turnover in the
domestic trade, increased import of goods (seasonal effect of the New Year
holidays), more efficient collection of the taxes and intensification of the
economic activity. The collection of the contributions participated with 24% in
the total increase in the public revenues and the revenues from the contributions
for pensions had a dominant share, being increased by 15.3% on annual basis.
Significant increase on annual basis by 2.9 times was also registered in the
capital revenues, which was due to the sale of the socially-owned apartments and
the state-owned construction land.
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Figure 82
Structure of tax revenues
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The total expenditures in the fourth quarter of 2007 registered an annual
increase of 32.8%, and their level was historically the highest quarterly amount,
that indicated certain relaxation of the fiscal policy. The more intensive
government spending in the last quarter of the year derived from the
simultaneous increase in the capital and current expenditures, the contribution of
which to the total increase in the expenditures was 52.1% and 47.9%,
respectively. After the moderate capital government spending in the first three
quarters of the year, during the last quarter of the year, the capital expenditures
were significantly increased and higher by 2.6 times than the ones in the last
quarter of 2006. In case of the current expenditures, that structurally took 79% of
the overall expenditures, the costs for goods and services and the costs for
transfers registered a high annual increase of 41.2% and 23.7%, respectively.
The analysis of the cost for salaries and contributions showed that during the last
quarter of the year, they registered an annual reduction of 9.1% that did not
correspond with the increase in the salaries of the public administration.
However, taking into consideration the commencement of the second stage of
the process of fiscal decentralization and thus, the payment of the salaries of the
public administration through the local government, it could be concluded that
the reduction was completely compensated with the annual increase in the
transfers to the local authorities by 6 times. Namely, with the decision adopted in
July 2007, the costs for contributions and salaries of the employees in four
sectors of the local public administration (education, social policy and child care,
culture and health) were financed with block subsidies in the municipalities that
met the applicable criteria. Significant increase was also registered in the item
“other transfers”, the most part of which referred to the subventions allocated to
the farmers.
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Figure 83
Structure of the current government spending
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Basic sources of financing of the budget deficit in the fourth quarter of
2007 were the deposits of the government with NBRM, as well as the loans from
foreign creditors (above all, inflows on the basis of the Program Development
Policy Loan Il from the IBRD in the amount of Euro 23.3 million).
Simultaneously, on the side of the outflows, payment of a part of the domestic
debt was made, that is, payment of the regular installment of the bond for old
foreign exchange saving and outflows on the basis of repayment of a part of the
funds (Euro 22.5 million) from the privatization of ESM (electricity company) to
a foreign investor after the performed audit.

Figure 84
Financing of the budget balance
(in millions of Denars)
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A part of the budget deficit financing was made also by borrowing at
the domestic financial market, the realized net inflows amounting to Denar 530
million. Greater supply than demand was registered on the primary market of
Treasury bills (by 28.4%) and an average weighted interest rate of 5.2% (as
opposed to 5% in the third quarter). Viewed from the viewpoint of the maturity,
the most present were the three-month Treasury bills (86.5% of the totally
realized Treasury bills), and the stock of the three-month Treasury bills for fiscal
purposes was increased by Euros 595.5 million compared with the previous
quarter.
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Figure 85

Total supply of and demand for Treasury bills (in millions of Denars) and
average weighted interest rate and conditions of investments in Treasury bills
(according to the maturity)
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Despite the quarterly increase in the foreign public debt (mainly due to the
Program Development Policy Loan 11), the total public debt®® was reduced on quarterly
basis by 1.5%. The quarterly fall referred to the domestic public debt, that is, the
reduced issue of continuous Treasury securities and the reduction in the debt on the
basis of the structural bonds (above all, the bond for an old foreign exchange saving).

Figure 86
Structure of the investments in Treasury bills pet investors*
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*0n 07.03.2006, National Bank of the Republic of Macedonia, in cooperation with the Ministry of
Finance, started with an issue of Treasury bills for monetary purposes, with a maturity of 3 months.
Source: National Bank of the Republic of Macedonia and Ministry of Finance of the Republic of
Macedonia.

According to the latest available data, during the first two months of
2008, higher total revenues than total expenditures were realized in the Budget of
the Republic of Macedonia, which resulted in a surplus. The most significant
component within the total revenues was still tax revenues, that is, above all, the
high realization of the value added tax (49.8% of the total tax revenues). On the
side of the total expenditures, the largest part of the government expenditures
referred to the current expenditures, that is, social transfers (share of 78.2% in
the total transfers).

% Due to a consistency of the analysis, the public debt is based on the central debt of the government
and the funds (the consolidated debt of the government without the debt of NBRM, municipalities
and public enterprises). Namely, such analysis does not correspond with the national methodology
for calculation of the public debt that includes the debt of the municipalities and public enterprises
(without the debt of NBRM) and the statistical data on the government finance (by IMF) that
includes the debt of NBRM. On the other hand, the domestic debt of the central government refers to
the structural and continuous securities.
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From the viewpoint of financing, the funds from the realized budget
surplus were reflected to the greatest extent on the Denar account of the
government with NBRM, and significant net inflows were realized by extending
a concession for use of 3G technology and financing by the government on the
domestic financial market. The supply on the primary market of Treasury bills
(for all maturities) exceeded the demand by 29.7%.

Capital market

Increase in the total stock
exchange turnover in the
last quarter of 2007

After the fall in the previous quarter, during the last quarter of 2007, the
total turnover on the stock exchange registered quarterly increase of 17.7%. The
increase between two quarters was mainly a result of the takeover of an
insurance company by a foreign investor by means of a block transaction in
November. The turnover realized by classic trading (without block-transactions)
registered a quarterly drop of 4%, reflecting the lower interest in trading with the
securities listed on the official market of the stock exchange (reduction in the
turnover by 36.2%). The reduced turnover was effectuated despite the
announcement of the data on the annual increase in the profit of the listed
companies®’, which confirmed the greater sensitiveness of the demand of the small
investors to current price changes, as opposed to the reaction of the company
potential and the potential future development of the prices.

Figure 87
Stock exchange turnover
(in millions of Denars)
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37 On the basis of not audited balance sheets for the period from 01.01-31.12.2007 of all listed companies,
29 out of which reported profit, and 9 companies reported loss. The total announced profit of the listed
companies for the first nine months of 2007 was higher by 123% compared with the same period in the
previous year. The total announced profit of the listed companies for 2007 was increased by 37.04%
compared with the announced profit for the first nine months of the year.
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Figure 88
Structure of the stock exchange Macedonian stock exchange index
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The value of MBI-10 index* was 7,740.79 index points at the end of
2007, or average reduction in the prices of the shares of the ten companies
comprising the index of 16.6%, compared with 30.09.2007. During the last
quarter of 2007, the development of the index was characterized by a rapid
downwards trend, with short periods of stagnation and moderate increase in the
level in the last two decades of December. The reduction in the index value was
mostly due to the low turnover with the securities of the listed companies, in
conditions of a drop in the interest for investment both by the domestic and
foreign investors, The value of the index of the publicly-owned companies-
MBID*, was 8,413.56 at the end of the quarter, which was a reduction of 14.2%
compared with 30 September 2007.

Figure 89
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3 The Figure shows the daily stock exchange turnover realized with classic trading, that in addition
to the block transactions, excludes also the transactions realized on the government segment, as well
as the transactions with other securities (certificates issued for the deposits in the failed savings
houses).

% The price index weighted with the market capitalization, prepared on the basis of the ordinary
shares of the companies listed on the official market.

40 Price non-weighted index, the integral elements of which are chosen on the basis of the number of
trading days and realized turnover between two revisions of the index. In accordance with the
revision of the index as of 18.12.2007, elements of MBID are the ordinary shares issued by fourteen
joint stock companies traded on the regular market, and that constituted in the previous quarter
around 93% of the total turnover on the Market of publicly-owned companies.
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After the historically highest amount of net investment by foreign
investors in October, during the next two months of the quarter, they registered
rapid reduction. The reduction continued in January and the foreign investors
were withdrawing larger amount of funds on net basis than they were investing.
In February, the foreigners invested on net basis, however, still in a very low
amount. Such upturn in the trend may be explained by several factors: restraining
from investing due to political risks, slowing down of the global growth, as well
as sales of the shares of the Croatian “Telecom”™ as an attractive investment for
the regional investors*. At the end of 2007, the non-residents participated with
21.8% in the total capital of the listed companies and in the total nominal value
of the listed bonds*, cumulatively, (as opposed to 22.0% at the end of September
2007). Out of the total investments of shares at the stock exchange, 30.9% were
by foreign investors, whereas the share of the non-residents in the government
bonds was 8.4%.

In the fourth quarter, the total amount of foreign exchange bought out
by NBRM on the basis of foreign portfolio investment exceeded by 23.8% the
amount of the sold foreign exchange on the basis of withdrawal of the funds
invested by the non-residents.

The analysis of the interest in the stock exchange transactions by the
domestic physical persons in the fourth quarter showed that the resident physical
persons continued to have a greater share in the sales, rather than in the purchase
side. The domestic physical persons participated in the stock exchange purchases
with 23.3% on average within the quarter, which was a reduction of 11.4
percentage points compared with the previous quarter, whereas on the sale side
they participated with 40.7% on average, which was by 14.4 percentage points
less analyzed on the same comparison basis.

Figure 90
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The analysis of the stock exchange indices in the region, except for the
index of the shares listed at the stock exchange in Zagreb, that registered an
increase of 4% at the end of December compared with the end of September
2007, indicated that the average prices of the shares comprising all other indices
at the regional stock exchanges registered a reduction.

#In October, on the Stock Exchange in Zagreb, trading with the shares of Croatian
Telecommunications started-privatization through public offer of shares with a value of US$ 1.38
billion and seventh according to its size in Europe, according to the report of Thomson Financial, that
attracted a large number of institutional investors in the region.
2 According to the data from the Central Securities Depository.
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Figure 91
Stock exchange indices of the regional stock exchanges
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During the last quarter of 2007, the turnover with government bonds at
the official stock exchange market registered doubling of the value compared
with the previous quarter. The increase could be also interpreted as a re-direction
of the investors towards risk-free securities. The turnover at this market segment
was realized through the transactions with the bonds of the old foreign exchange
saving and bonds for denationalization. The prices of the government bonds
ranged from 78% (the bond for denationalization from the sixth issue) up to
89.4% of the nominal value* (the bond for the old foreign exchange saving). In
the course of the quarter, OMB* registered a growing trend with short periods of
stagnation and falling of the value, and at the end of 2007, it was positioned at
105.58 index points (an increase of 3.4% compared with the end of September
2007).

Figure 92
Index of bonds at the Macedonian Stock Exchange (OMB)
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During the fourth quarter of 2007, the realized turnover with short-term
government securities on the over-the-counter market was only Denar 10
million, as a result of the sole transaction in October where the buyer was a legal

4 The interval is determined in accordance with the achieved latest average prices of trading with the
bonds, and the data originate from the weekly trading lists announced by the Stock Exchange.

# The OMB index is composed of the bonds for old foreign exchange saving and bonds for
denationalization from the first, second, third, fourth and fifth issues, and the initial value of OMB is
100. OMB is price index weighted with the turnover, with a limitation that the share of any bond
within the index must not exceed 30%.
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entity, the seller was a bank and the government bond was with residual and
original maturity of three years. Only one transaction was made with Treasury
bills as well, taking place in November in the amount of Denar 5.5 million,
whereas the Central Bank bills were traded on the over-the counter-market in the
amount of Denar 650 million, realized through 20 transactions.

As of 01.01.2008, the Decision on the Manner and Conditions for
Operations of Non-residents with Securities in the Republic of Macedonia
ceased to be valid, thus enabling full liberalization of purchasing securities by
non-residents. At the same time, the abolishment of the regulation on the rights
meant also a reduction in the administrative burden for the entry of the portfolio-
investments, as well as equalization of the conditions for the foreign portfolio-
investors with the other countries in the region, without a risk to jeopardize the
macroeconomic stability.

The turnover realized by classic trading on the stock exchange in the first
two months of 2008 was only around one fifth of the amount traded with classic
trading in the last quarter of 2007, and the drop was mostly connected with the
political situation in the country and the region. During the first two months of 2008,
Denar 506 million were traded in block transactions, most part of which referring to a
sale of a part of the capital of an insurance company to a foreign investor. At the end
of February 2008, compared with the end of 2007, both MBI-10 and MBID showed
loss in the value of 8.85% and 8.87%, respectively. Similar developments were also
registered on the stock exchanges in the region, that could be interpreted as a
consequence of the global problem with the liquidity of the financial markets.
Namely, the average drop in the prices of the shares in the first two months of
2008 ranged from 8.3% in Serbia to 16.7% in Croatia.

Since the beginning of 2008, the shares of the domestic physical
persons on the side of the purchases, that is, sales, were relatively balanced (in
January, the domestic physical persons invested on net basis, and in February
they were withdrawing more than they were investing funds, still in a relatively
low amount). The non-residents still registered low shares in the purchase and
sales transactions of “Macedonian Stock Exchange”.
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Table 1
Gross domestic product
In millions of denars (1997=100) and annual real growth rates (in %)
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2005| 225035 41 | 20941 02 51803 27 | 12725 | 09 | 29243 | 47 | 3675 14 17387 | 104 | 28283 | 19 31476 47
2006| 231849 30 | 21069 | 06 53657 36 | 12674 | 04 | 30854 | 55 | 3674 oo 18633 72 | 28719 | 15 32115 20
2005 Q1 51487 30 | 5064 12 11358 06 | 2003 | 41 | 6500 | 27 783 -13 3988 107 | 7010 | 29 7847 17
Q2 56655 51 5251 07 13210 87 | 3337 | 33 | 7328 | 50 905 32 n43 118 | 7042 | 24 7834 34
Q3 57353 42 | 5341 01 13112 18 | 3684 30 | 7225 54 | 1056 32 4517 124 | 7058 | 19 7847 51
Q4 59540 40 | 5285 -10 14123 00 | 3701 60 | 8190 | 54 931 o1 4539 71 7173 | 03 7948 65
2006 Q1 52973 29 | 5319 50 11148 -18| 2185 | 24 | 7029 | 31 854 91 28 110 | 7656 | 92 7956 14
Q2 59104 43 5502 18 13726 39 | 3783 | 134 | 7759 | 59 93 64 4754 95 7713 95 2044 27
Q3| 60176 49 | 5579 | 45 14064 73 | 4191 | 138 | 7664 | 61 | 1132 | 72 | 4846 73 | 7755 | 99 8044 25
Q4 61679 36 | 5512 43 14192 05 4005 82 | 8778 | 72 | 1008 17 5066 116 | 7807 | 88 £151 26
2007 Q1°| 56584 68 | 5490 | 32 124483 116| 2314 | 59 | 7987 | 36| 86 02 | 917 | 110 | 7894 | 31 8006 06
Q2 61628 43 5601 18 13337 28| 3934 40 | 8913 [ 149 1071 | 112 5381 132 | 8124 | 53 £154 14
Q3 82727 42 | 5278 | 54 14222 11 4423 55 8567 | 118 | 1253 | 107 5546 144 | 8274 | 67 £131 11
Q4 61917 52 | 4900 (-111 15074 62 | 4318 78 | 10151 | 156 1041 38 5637 113 8290 | 62 8157 01

Source: Stale Statistical Office.
A National dassification of activities.
2 Bstimated dat
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Table 2
Prices
Annual rates (in %)

Consumer price index’* (growth rates) %

By categories E ’g

Housing - 2 = ] 8w

s ¢ & £8 55 - ~.15. 2 8 5. £ | s5s

e 8 |8 g 2| . E.7 22 cf|es e £z 52 :t | 8%

© | e g8 8| € L£g8& SE g5 28 ZE g8 s5g 8 S 5

5% 82| 252 %5 25|28 3£ 2T ££ =& 3=

= o T8 o= 29| I g E ] & § s
1997 2.6 2.2 3.8 4.2 -3.9 -1.6 1.7 0.3 3.8 1.6 -0.5 -8.6 19.4 4.2
1998] -0.1 00 -04] -02 3.6 24 04 0.0 0.4 2.0 01 -103 24 4.0
1999] -0.7 -11 0.5 -1.6 0.2 1.2 0.3 0.1 11 -1.9 -1.4 -2.2 -0.8 -0.1
2000 5.8 52 8.9 -0.4 139 -2.3 19.3 88 274 1.7 -1.7 -1.6 224 8.9
2001 55 45 109 6.9 23 13 55 11.3 3.9 0.1 -0.7 1.9 9.5 2.0
2002 1.8 1.2 5.0 1.8 1.0 6.8 1.7 41 1.0 -0.6 -3.8 3.6 2.1 -0.9
2003 12 0.3 59 -1.4 34 22 39 39 4.4 11 39 22 4.2 -0.3
20041 -04 -11 3.3 -3.1 11 0.9 2.2 -0.3 3.0 42 0.4 1.3 4.0 0.9
2005 0.5 0.3 1.3 -1.2 55 22 0.4 0.3 1.0 -1.2 -35 0.9 3.7 3.2
2006 3.2 3.7 1.3 2.2 17.8 0.2 2.0 -0.7 3.7 -0.8 2.0 6.4 18 45
2006Q1°| 27 32 o9l 16 177 -05 0.9 02 16 0.5 03 6.0 2.6 5.6
Q2 3.4 3.8 2.0 2.3 17.5 0.3 11 0.2 1.9 -0.5 1.9 6.8 3.8 5.7
Q3 3.6 4.0 1.9 29 17.9 0.5 1.7 -0.6 3.2 -0.9 2.7 6.9 2.3 4.1
Q4 31 3.7 0.4 2.1 17.9 0.6 42 -2.2 7.9 -1.1 2.9 5.7 -1.5 2.4
2007 Q1 0.7 13 -11 0.7 0.1 18 51 16 8.8 -1.8 0.0 35 -5.0 3.0 -2.8 1.0
Q2 11 1.6 -0.5 0.7 2.2 1.0 5.9 6.6 7.8 -0.9 0.5 3.1 -4.3 3.6 11.6 1.2
Q3 24 3.0 0.2 3.8 2.3 11 52 75 6.0 -0.1 0.9 3.6 -3.1 3.9 12.5 1.6
Q4 4.9 6.2 04] 104 24 35 2.8 9.6 11 0.0 0.0 -0.5 -0.6 8.0 13.0 21
January| 0.8 14  -1.2 11 0.1 1.2 4.8 -0.7 9.3 -1.9 -0.1 35 -4.8 33 0.3 13
February| 0.5 1.1 -13 0.8 0.0 1.8 45 -0.6 8.7 -1.9 0.1 35 -5.8 33 -1.1 0.3
March 0.8 1.3 -0.9 0.3 0.1 22 6.0 6.2 8.3 -1.4 0.1 3.6 -4.4 25 -1.1 1.4
April] 1.0 14 -0.2 0.3 2.3 1.2 6.0 7.0 8.0 -1.5 0.2 35 -4.0 42 11.7 1.0
May| 0.9 1.4 -0.8 0.7 2.2 0.9 5.8 6.4 7.7 -1.1 0.1 34 -5.1 35 11.7 -1.0
June 13 19 -0.6 11 21 0.8 6.0 6.3 7.9 -0.2 1.0 24 -3.7 31 11.7 1.0
July| 1.3 1.9 -0.8 0.7 2.3 0.8 6.1 6.4 7.9 -0.2 0.8 4.2 -3.8 3.0 11.7 0.0
August 2.2 33 -13 3.9 24 0.6 6.2 6.5 8.1 -0.2 11 43 -4.9 31 12.9 1.2
September| 3.6 39 2.6 6.7 24 17 35 9.7 2.1 0.2 0.9 23 -0.6 5.7 13.0 2.0
October] 39 48 09 8.2 25 2.1 1.9 96 -04 0.0 -0.5 0.6 0.5 6.3 13.5 3.3
November| 4.6 6.1 -05] 102 24 2.8 2.5 9.7 0.5 -0.1 -0.2 -0.8 -0.8 7.6 135 4.8
December 6.1 7.6 0.7 128 24 5.6 4.1 9.5 33 0.0 0.6 -1.2 -1.6 100 12.2 4.2
2008 Q1 95 110 39 190 4.2 1.6 3.6 85 2.7 0.4 15 -0.3 44 118 16.7
January] 8.7 103 26] 178 25 22 3.0 9.5 14 0.3 19 -0.7 34 106 14.8 9.5
February| 9.6 110 4.4 18.7 4.7 1.2 45 11.7 29 0.6 1.8 -0.4 47 123 17.5 10.2
March] 102 117 471 20.6 53 1.4 3.3 4.4 3.7 0.3 0.9 0.3 52 126 17.7

Source: State Statistical Office.

" cPI-consumer price index.

2 Since 2007, the structure of the consumer price index (CPI) includes also the following categories: restaurants and hotels and the category of other
services which are not mentioned anywhere else.

B Quarterly calculations are made in the Research Department in NBRM.
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Table 3
Industrial production
Annual growth rates (in %)

By sectors By group of products
o 2 =] 5 @ <
o 5 | £ b 8 3 3 S 238 £
_ g c 52| 5. > >3 8 2 , |5 5
s o> S8 = 2 2 5o = 873 S5 >
28|22 |88 & |§8| 2 |s8|E5| E
S5 |57 |5 ES| & | € se o
= > T @ O S <]
[ = a °
2002 -5.3 -24.5 -4.7 -3.8 -16.8 -8.0 53.3 -22.6 -2.4
2003] 4.7 -39.1 5.9 9.8 28.7 12.1 -9.0 36.9 19.0 -
2004] -2.2 -5.0 -2.1 -2.6 -1.8 0.9 -20.1 9.1 -3.4 -
20051 7.0 40.4 7.3 25 4.6 14.2 -3.2 -14.9 3.8 10.6
2006y 2.5 28.0 2.4 -0.6 15 7.3 8.2 -5.0 -2.2 9.2
2005 Q1/2] 5.2 -18.9 6.4 3.8 2.3 14.8 -0.9 -18.2 1.8 1.9
Q2| 135 17.0 16.3 -0.5 6.5 24.6 -1.2 4.8 8.9 17.9
Q3] 6.0 62.9 55 2.0 4.0 9.8 -2.5 -11.1 5.4 16.3
Q4] 4.2 97.1 25 4.3 7.4 9.5 -5.3 -24.8 -0.1 6.4
2006 Q1] 05 111.6 -0.9 -0.9 3.0 5.6 -2.5 10.5 -6.1 8.3
Q2] 17 53.2 1.3 -2.0 -3.0 5.1 17.0 -6.5 -0.3 7.6
Q3] 43 13.1 49 0.1 0.7 12.0 0.1 21 -0.7 55
Q4] 35 4.8 4.0 1.9 5.7 6.3 26.3 -12.5 -1.1 15.6
2007 Q1] 116 13.9 16.0 -9.1 -2.1 25.0 39.0 10.3 6.2 18.7
Q2] -28 16.2 -1.5 -20.8 -16.6 7.9 -4.4 25.3 -7.8 3.6
Q3] 11 15.4 15 -8.7 -4.5 7.5 27.3 -3.0 -5.8 115
Q4] 6.2 -3.3 7.8 -1.1 -6.2 15.3 24.7 6.5 1.8 6.4
January] 10.6 11.7 16.4 -9.8 -11.6 31.8 102.3 53.3 35 -
February] 14.9 29.9 17.8 -4.2 134 23.7 33.3 -8.8 7.6 -
March| 9.6 0.8 14.2 -12.7 -5.5 216 14.9 6.1 7.0 -
April] 5.3 10.1 6.8 -6.8 18.1 18.9 -11.9 39.5 -9.7 -
May| -5.8 25.0 -4.6 -25.6 -37.2 3.6 16.2 15.1 -5.5 -
June] -7.1 14.6 -5.4 -32.1 -29.6 2.9 -13.0 23.1 -8.3 -
July] -2.2 56.1 -2.1 -18.9 -11.1 6.9 4.0 8.4 -7.0 -
August 1 3.3 2.2 -11.6 -8.9 14.3 2.5 4.0 -7.8 -
September] 4.5 0.6 4.3 9.5 9 1.9 77.6 -15.4 -2.4 -
October|] 10.5 -4.0 14.6 -135 -8.3 225 70.0 10.7 0.0 -
November] 5.5 -11.3 7.3 -1.0 -8.2 211 9.1 17.4 -1.8 -
December] 2.6 4.8 1.4 9.8 -2.8 1.3 3.6 -6.2 7.0 -
2008 January] 13.6 15.3 16.1 16 9.6 21.4 19.7 84.3 4.3 -
February] 6.9 6.2 8.4 -1.6 -2.8 11.0 56.0 70.9 -1.6 -

Source: State Statistical Office of the Republic of Macedonia, calculations and analyses of the NBRM.
" The calculations are made in the Research Department in NBRM.
"2 Quartile calculations are made in the Research Department in NBRM.
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Table 4
Employment and productivity in the whole economy
Total population fit Active population Number of employees by economic activities: o
for work . : Productivity
Total Employees Unemployed Agriculture Industry Services

1996 1,436,602 789,081 537,591 251,489 100,067 193,975 243,548 -
1997 1,489,625 800,513 512,301 288,213 84,256 163,988 264,056 -
1998 1,503,365 823,826 539,762 284,064 107,249 190,674 241,839 -
1999 1,518,250 806,674 545,222 261,452 115,361 185,283 244,580 -
2000 1,534,256 811,557 549,846 261,711 119,971 187,066 242,809 -
2001 1,554,420 862,504 599,308 263,196 131,094 190,458 277,755 -
2002 1,566,953 824,824 561,341 263,483 134,293 186,917 238,868 -
2003 1,579,450 860,976 545,108 315,868 120,132 184,855 238,583 -
2004 1,594,557 832,281 522,995 309,286 88,050 171,390 261,810 -
2005 1,607,997 869,187 545,253 323,934 106,533 175,868 261,523 0.8
2006 1,618,482 891,679 570,404 321,274 114,777 186,085 268,117 0.3
2005 Q1 1,603,675 827,428 507,397 320,030 76,546 181,450 251,307 6.8
Q2 1,606,833 883,522 552,797 330,724 126,194 174,588 251,112 3.8

Q3 1,609,071 889,725 564,880 324,845 135,712 170,157 257,804 -1.1

Q4 1,612,410 876,074 555,938 320,136 87,921 180,089 286,837 -5.6

2006 Q1 1,615,584 877,798 559,702 318,096 103,319 190,355 264,550 -5.7
Q2 1,617,423 885,609 566,293 319,316 128,519 189,630 246,842 2.7

Q3 1,619,447 899,732 576,813 322,919 125,322 187,760 262,480 3.7

Q4 1,621,475 903,576 578,810 324,766 101,948 176,592 298,599 0.7

2007 Q1 1,624,611 902,588 579,301 323,287 95,384 186,975 293,629 4.3
Q2 1,627,216 906,199 589,254 316,944 112,982 184,622 288,104 0.8

Q3 1,630,010 909,466 598,327 311,139 117,531 181,993 294,863 1.2

Q4 1,632,702 910,301 594,054 316,247 104,975 186,122 300,622 34

Source: State Statistical Office, (survey on work force), calculations and analyses of the NBRM.
" Annual growth rates (%). NBRM staff calculations.
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Table 5
Salaries
Amount in denars, annual rate in (in %)
Gross salaries: Net salaries:
® By economic activities: ® By economic activities:
s =2 @ = 2 ]
S = 2 ® e & 2 ®
g s £ 5 2 2 iy s £ 5 2 2
g g > 3 3 e g g s 3 3 k<
) = S 2 3 s 3 = 3 2 3 s
z g & 5 | 2 | & z g 2 5 | 2 3
4 < Z <
1999] 16,941 3.6 - 12,944 | 16,306 | 19,684 | 10,029 2.9 3.6 8,667 | 8380 | 10,720
2000] 17,958 6.0 - 15,733 | 17,785 | 20,968 | 10,5526 55 0.3 9,294 | 8883 | 11,354
2001 17,893 -0.4 56 | 14,739 | 18,304 | 20,467 | 10,592 35 -1.9 8,754 | 10,348 | 11,852
2002] 19,030 6.4 45 | 14,437 | 19,243 | 21,648 | 11550 6.9 5.0 8,833 | 11,415 | 12,791
2003] 19,957 4.9 3.7 | 14,200 | 19,854 | 22,955 | 11,955 4.8 3.6 8,522 | 11,782 | 13,549
2004] 20,779 41 45 | 17,287 | 20,692 | 23,748 | 12,534 4.0 4.4 10,337 | 12,290 | 13,999
2005] 21,335 27 2.2 | 19,128 | 21,450 | 24,737 | 13,125 25 2.0 11,419 | 12,738 | 14,548
2006] 23,037 8.0 4.6 | 19,485 | 23570 | 250624 | 13,854 73 4.0 11,660 | 13,983 | 15,036
2006 Q1] 22,559 76 49 | 19,179 | 22,969 | 25,184 | 13,207 6.9 3.7 11,466 | 13,606 | 14,757
Q2| 22,923 8.5 51 | 19,600 | 23,340 | 25444 | 13,428 77 4.2 11,681 | 13,820 | 14,910
Q3| 23,214 8.7 51 | 19,719 | 23967 | 25835 | 13,584 77 3.9 11,779 | 14,184 | 15125
Q4] 23451 71 4.0 | 19,440 | 24,003 | 26,035 | 13,854 7.2 4.0 11,712 | 14,321 | 15351
2007 Q1] 23,139 26 1.9 | 17,809 | 23,414 | 25635 | 13962 5.7 5.0 10,802 | 14,230 | 15516
Q2| 23,651 3.2 21 | 18,396 | 23569 | 26,020 | 14,287 6.4 53 11,161 | 14,335 | 15746
Q3| 24,193 4.2 1.8 | 17,524 | 24,043 | 26,510 | 14,604 75 5.1 10,652 | 14,608 | 16,086
Q4| 25574 9.1 42 | 17,291 | 24,836 | 27,917 | 15,490 118 6.9 10,451 | 15,167 | 16,971
January] 23,003 11 0.3 | 18,113 | 23811 | 25604 | 13,884 4.2 3.4 10,980 | 14,475 | 15509
February] 23,088 36 31 | 17,559 | 22,803 | 25515 | 13,934 6.9 6.4 10,610 | 13,860 | 15,442
March] 23,327 3.0 2.2 | 17,755 | 23,628 | 25,786 | 14,067 6.1 5.3 10,816 | 14,356 | 15595
April] 23,632 5.1 40 | 17,789 | 22,945 | 25922 | 14,291 8.4 73 10,836 | 13,968 | 15,698
May] 23,733 2.7 1.8 | 19,379 | 23,949 | 26,165 | 14,328 58 4.9 11,586 | 14,564 | 15819
June] 23,589 1.9 05 | 18,019 | 23813 | 25972 | 14,242 5.1 3.8 11,063 | 14,473 | 15722
July] 23,701 3.2 19 | 16,284 | 24,053 | 26,219 | 14,300 6.5 5.1 9,963 | 14,600 | 15,900
August] 23,907 2.0 02 | 19,480 | 24,486 | 26,227 | 14,447 53 3.0 11,760 | 14,885 | 15,906
September| 24,971 74 3.7 | 16,807 | 23589 | 27,086 | 15,066 108 6.9 10,233 | 14,340 | 16,453
October] 25,889 9.8 5.6 | 17,089 | 25671 | 28,060 | 15,608 13.0 8.8 10,369 | 15599 | 16,996
November| 25,397 7.1 24 | 18,319 | 24622 | 27,658 | 15,320 103 5.4 11,037 | 14,983 | 16,748
December| 25,435 103 40 | 16,465 | 24,200 | 28,034 | 15543 122 5.7 9,947 | 14,920 | 17,170
2008 January] 25,349 10.2 14 | 17,355 | 25456 | 27,398 | 15555 12.0 3.1 10,453 | 15,757 | 16,918

Source: State Statistical Office of the Republic of Macedonia.
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Budget of the Republic of Macedonia

(in millions of denars)

Quarterly Report, April 2008

2005 2006 2007 2008
Jan.-Dec. Jan.-Dec. Jan.-Dec.
Q1 Q2 Q3 Q4 2005 Q1 Q2 Q3 Q4 2006 Q1 Q2 Q3 Q4 2007 |January|February]
TOTAL BUDGET REVENUES 21,721 24,618 27,920 26,617 100,877 | 23,070 26,288 26,216 28,470 104,044 | 26,445 27,882] 32,599 32,683 | 119,609 | 9,998 9,536
Revenues base on taxes and contributions 18,972 21,172 21,285 23,151 84,580 19,848 22,782 23,080 24,829 90,540 23,478 | 24,648 | 26,586 | 28,507 | 103,219 8,816 8,440
Tax revenues (SRA)* 68 75 70 91 304 79 50 35 35 199 59 45 46 97 247 37 68
Tax revenues 12314 13944 14.107 15316 55.681 12,658 15,098 15459 16,360 59.575 15755 | 16,514 | 18.282 | 18,964 69.515 6,309 5152
personal income tax 1834 2,052 1,951 2,260 8,097 1,933 2,098 2025 2358 8,414 1,844 | 2,006 | 2,220 | 2.823 8,893 654 710
profit tax 1,080 600 623 534 2,837 1725 914 950 1119 4,708 2,035 37 | 1278 | 1348 5.898 431 564
value added tax 5745 6767 6,652 7918 27,082 5228 7342 7155 7514 27239 7.106 8.968 | 8.738 32,962 3,529 2231
excises 2,461 2937 3385 2965 11,748 2,542 2840 3373 3419 12,174 2,780 3,788 | 3.463 13,265 1,121 965
custom duties 1.026 1.441 1.335 1.464 5.266 993 1494 1474 1459 5.420 1.502 1.403 1914 6,199 324 463
other 168 147 161 175 651 237 410 482 491 1,620 488 625 678 2,298 250 219
Contributions 6,590 7,153 7,108 7744 28.595 7112 7,635 7,586 8434 30,766 7,664 | 8,089 | 8258 | 9446 33457 2,470 3,220
Pension and Disability Insurance Fund
of Republic of Macedonia 4230 4569 4,553 4949 18,300 4,620 4969 4893 5467 19,948 4971 | 5219 | 5444 | 6,302 21,936 1,674 2,173
Employment Biro 312 325 322 353 1313 322 336 337 375 1371 343 364 372 444 1.523 89 185
Health Fund 2,048 2259 2233 2442 8,982 2,170 2330 2356 2592 9.447 2,350 | 2506 | 2442 | 2.700 9.998 707 862
Non-tax revenues 2484 3,079 5376 2,928 13,867 2,333 2816 2,715 2842 10,706 2,521 | 2,844 | 5517 | 3,080 13,962 948 963
Non-tax revenues (SRA)* 1414 1683 1549 1676 6322 1279 1231 1605 1656 5,771 1501 | 1455 | 1286 | 1670 | 5912 479 532
Profit from public financial institutions 83 260 2.837 139 3.319 103 406 56 258 824 72 368 3.032 60 3,532 22 16
National Bank of the Republic of Macedonia 10 0 0 0 10 0 8 0 0 8 0 258 0 0 258 0 0
Asset Management Agency 32 200 0 120 352 0 315 0 210 525 49 15 100 0 164 0 0
Other property revenues 40 14 62 0 116 75 43 6 0 124 7 0 5 0 12 4 0
Interests from assets deposited in NBRM 0 38 16 19 73 23 31 43 47 144 16 94 50 58 218 18 13
Dividend 1 8 2.759 0 2,768 5 9 7 1 23 0 1 2.877 2 2.880 0 3
Administrative taxes 387 459 358 453 1,657 395 426 308 364 1,493 419 384 406 474 1,683 155 165
Participation for health services 127 122 69 116 434 79 75 65 67 286 70 78 81 138 367 30 46
Other administrative taxes 47 61 47 41 196 48 51 38 26 163 72 68 67 117 324 38 40
Other non-tax revenues 87 53 53 71 264 109 175 209 98 591 78 72 220 157 527 75 21
Compensations for the Road Fund 340 442 463 431 1,675 320 451 434 374 1.580 309 419 425 464 1,617 149 143
Capital revenues 112 107 587 127 933 143 390 143 272 948 167 151 301 778 1,397 155 67
Donations from abroad 152 259 672 411 1,494 727 299 166 231 1,423 259 200 180 267 906 40 65
Revenues of recovered loans 1 1 0 0 2 18 1 112 296 427 20 39 15 51 125 39 1
[TOTAL BUDGET EXPENDITURES 22,766 23,876 24,482 29,095| 100,219 | 23,562 26,264 25,085 30,832| 105,744 | 24,144] 25,968 26,376 | 40,948 | 117,436 | 8,384 | 10,321
Current expenditures 21,657 22,180 21,707 24,482 90,027 | 22,475 24,144 22,334 27,525 96,478 23,038 | 24,296 | 23,995 | 32,366 | 103,695 8,023 9,127
Wages and salaries 5640 5736 5566 5894 22,835 5750 5878 5707 6,086 23421 6,025 | 6,112 | 5940 | 5,530 23,607 1,723 1,727
Goods and services 3197 3139 2620 4028 | 12984 | 2856 3264 2655 4152 | 12927 | 2,739 | 3.074 | 3.138 | 5862 | 14813 750 1.200
Transfers 12252 12,639 12,795 13911 51.597 13,079 14266 13,167 16,094 56.607 13,715 | 14,235 ] 14.545 | 19.906 62,401 5454 6,094
Transfers (SRA)* 160 220 192 341 913 167 209 165 240 781 191 164 106 176 637 46 136
Social transfers 11,582 11671 11533 12,085 46.870 11565 12,727 12,072 12397 48.762 12,336 | 12,449 | 12.769 | 12.437 49.991 4,356 4818
Pension and Disability Insurance Fund
of Republic of Macedonia 6294 6241 6150 6284 | 24969 | 6397 6640 6751 6947 | 26735 | 6880 | 6,968 | 7,066 | 7271 | 28185 | 2388 2,678
Employment Agency 783 767 715 675 2,940 599 521 488 450 2,058 417 437 411 389 1.654 123 123
State benefit 965 1,026 1,113 1,034 4,138 1,008 945 L115 1,080 4,148 1,026 876 L118 | 1,027 4,047 310 316
Public health 3539 3637 3556 4092 | 14823 | 3562 4620 3718 3921 | 15821 | 4013 | 4168 | 4174 | 3,750 | 16.105 1,535 1,701
Other transfers 487 703 1,037 1453 3.679 1326 1308 911 3.450 6,994 1,171 | 1.603 | 1.658 | 7.267 11,699 1,052 1,131
Refugees 24 45 33 33 135 21 22 20 7 70 17 19 12 26 74 0 9
Interest payments 569 666 727 648 2,611 790 736 418 1193 3,137 559 875 372 | 1.068 2874 96 106
Interest on domestic debt 116 433 163 362 1,074 140 444 79 419 1,082 94 455 126 378 1,053 18 34
Interest on external debt 453 233 564 286 1,537 650 292 339 774 2,055 465 420 246 690 1,821 78 72
Guaranties 0 0 0 0 0 0 0 387 0 387 0 0 0 0 0 0 0
Capital expenditures L,108 1,695 2,775 4,613 10,192 1,087 2,120 2,751 3,308 9,266 1,106 | 1,672 | 2,381 | 8,582 13,741 361 1,194
Investments in fixed assets 975 1,123 986 2256 5340 829 1342 1,707 1980 5.857 846 | 1.078 | 1,127 | 5.766 8,817 283 1,007
Capital transfers 134 479 1764 2,084 4.461 258 592 1,008 1205 3.063 260 590 1.254 | 2816 4.920 78 187
BUDGET DEFICIT / SURPLUS -1,045 742 3,438 -2,478 658 -492 24 1,131 -2,362| -L,700 | 2,301 | 1,914 | 6,223 | -8,265 | 2,173 1,614 -785
Financing 1,045 742 3438 2478 -658 492 24 L1311 2362 1,700 | -2,301 | -1,914| 6,223 | 8265 | 2,173 | -1.614 785
Inflow 2432 1986 7040 | 12779 3,075 211 5387 | 21,031 | 3039 | 8944 | -5230 | 12542 | 19295 | -1,491 848
Revenues based on privatisation 276 239 1,433 16,765 3,867 21 44 20,697 662 0 0 0 662 0 617
Foreign loans 139 1219 13913 159 550 496 527 1,732 273 375 804 | 2,191 3,643 0 17
Deposits 1.495 -380 -3.398  -7.588 -9.872 -4,653  -4.197  -773 3.746 -5.877 1,985 | 8503 | -4.848 | 9.814 15,454 -2.418 467
Treasury bills 521 905 427 -315 1,538 484 422 43 1,070 2,019 118 58 -1.232 530 -526 927 -353
Sale of shares 1 3 23 1 28 24 2433 2 0 2,459 1 8 46 7 62 0 0
Outflow 1387 2,728 1483 2,099 7697 | 12287 3,099 920 3024 | 19331 | 5340 | 10858 | 993 | 4277 | 21468 123 63
Repayment of principal 1387 2728 1483 2,099 7,697 12,287 3,099 920 3,024 19,331 5,340 | 10,858 993 4,277 21,468 123 63
External debt 1255 331 1305 404 3295 | 12156 381 920 486 13944 | 5340 | 7.021 | 862 977 14,200 123 63
Domestic debt 132 2,397 178 1,695 4,402 131 2,718 0 2,538 5,387 0 3.837 131 3,300 7,268 0 0

*Specific Revenue Accounts.
Source: Ministry of Finance.
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Table 7

National bank of the Republic of Macedonia - balance sheet
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Deposit money banks - balance sheet
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f denars)

in millions o

(

sp0das s,01S13e3S AIRIBUOIAl BU) WOLY PAPNIIX3 SI UG SIY} 310§318Y) SUB( UBILOPAJRIA 3UO JO UOIEPINbI| 40} 31npadoid 3y} paliels 200z 4390100 U (T

LLEVE | CIBEE | GTTEE | €CECE | 9¢6SE | 06VYE | L6EVE | 006VE | L96EE | LSBEE | T9GCE | €69¢€ | 90CCE | S89EE | C06C€ | 9SSTE | 9€66¢C | OTISC | 0Svee sanijiqel] 13y10 '8
¥€06E | LVT6E | €L68€ | ¥IB6E | ¥998E | S6ESE | S098€ | 9€C8E | 2OVLE | 9¢CLE | 90L9€ | 0L09€ | TEBSE | €8CSE | CIV9E | GBT9E | CC6VE | 66CEE | 6880€ syunoode [ended 2
09ST 619T L€9T €202 §.02 ¥102 0€TC §81¢ 1022 0192 6877C 9522 ToEe 8€cC 1622 6.TC 186 6L VL€ INYEN wouy sBuimo.iog 9
¥96¢¢ | 9S¥0C | ¢/S0C | 9080¢ | O¥66T | OT¢8T | ¥¢c6T | Svv9T | GC€9T | S0¢9T | 8T6YT | 989ST | T8L9T | CTEET | v6¥¢T = S96TT | O0EEYT | ¥900T 0616 el ubtaiod g
€11 18 18 18 0S 05 0§ 0S 05 0S 05 514 67 514 87 8y 87 0T 95T 1eak T 1aA0 suisodap awiL vy
807 80V 144 Ly 9y &4 TES 96V €96 9y s 8y 097 065 769 6G. 689 €0L 8€G Jteah T 0} dn spsodap swil "€y
T T 0 0 0 0 0 0 T T T T T T 0 0 T 12 S¢ susodap 1ybis seuaq 2y
o144 10§ 219 91§ S0S [43¢] SYS 0es 95v 1201 685 615 689 6¢€ fotor4 697 TLE Gee 9€6 susoda@ puewsd Ty
§96 196 90TT 70T T10T 9€0T 91T 90T 0L0T 0vST 160T L10T 6611 696 SI1T 9/¢T 60TT 69TT SS9T JUBWUIBA0Y 0} sanljiqelT v
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 S31}1INJ3S '€
¢IeT TET LEET Te0T T80T ¥90T 060T 6L0T SL0T S80T 180T LL0T 6801 95/, 8LL 181 7€8 126 S06 suoyeziueBo Bupjued-uou Jo sHPaID g
0L6L 0cvL 6vecL 08vL 9.TL <89 1059 ¢r1e9 A7) 8.8Y EvLy 06SY 08SY 08ey 186€ SELE 8zre 8Eee 6vce 163k T Jan0 spsodap swill 'G'T
268 €88 6v8 006 928 9STT 258 9901 L1L 09L cT6 c€e8 866 118 0€6 181 8L 908 €9 spsodap pajoLsay 7' T
G8960T | TVLL0T | ¥ZSYOT | 81820T | 666¢0T | LS620T | 9€TTOT | 61..6 | 690S6 | 82826 | 68CT6 | 059888 = 12998 | L6V6L | 8YOW. « L6VZ. | 81919 | ¥¥19S | C.8EY 1eak T 0} dn spsodap awilL ‘€T
S0v6 868 8086 2826 8668 ¢L26 €526 0516 LY16 899/ 8G.LL 0€EL 9¢eL §9€9 6289 8¥19 €619 eV1S £88Y susodap s feusa 2T
¥/9/¢ | 1S¢€C | €9S9T¢ | 6¢T¢¢ | ¥61¢C | 020TC | 69¢0¢ | 8120C | €0.6T | L6/8T | 9TT8T | 096/T | 8TS8T | €STLT | 9L09T | 0SOPT | 90CST | OLEET | 8TOET susoda@ puewsd 'T'T
9¢9GST | €¢8VT | €66EVT | 609¢YT | €6TcPT | LVCIVT | TTO8ET | GCvPET | 88EOET | TE6VCT | 818¢CT | ¢9S6TT | €T8LTT | ¢/180T | ¥98T0T = TTCL6 | /8826 | T088L | €59599 spsoda@ ‘T
8€89G¢ | 609GvC | €EL0VC | 0996€C | 09.0V¢ | 9TS9EC | €8SYEC | 9vEBCC | 8evcee | vS¥.T¢ | 0L9T1¢ | T9€80C | 0¢cl0¢ | STYv6T | 916/8T | 6STT8T | GS6V.T | EVTOST | 9TLIET senljiqeln ‘g
0209y | €G9Sv | ¢LOSv | 9999y | GCTOS | €v98y | 99¢6v | COE6V | STC8y | LEBLY | Svv9v | ¥629v | 886SY | CEEBY | 9¢6Lv | 000Lv | 9€CO¥ | 8GOV | ¥S9LE sjasse JaYl0 9
8/E0E | 8VEGC | 08Y8C | 9¥88C | S98/C | Lc€LC | 1869C | 69.G¢ | CL0S¢ | Se8ve | 8LTI¥C | S9€€C | 69€€C | S€LTC | 0.50C = vvS8T | SOTLT | LVETT yAZ4A AKouawna ubiaioy ul 'z'g
¥8vv6 | 2016 | L1588 | 80698 | ¥69€8 | 8ETI8 | TE08L | 882SL | 08€EL | LESTL | 69569 | LS089 | OTv99 | 6VE09 | €668S | €Lv¥S | ¢L9TS | 0SSV | vvS8E sleusp Ul ‘T'g
298v¢T | 0L€02T | L669TT | ¥GLSTT | 6SSTTT | G9¥80T | ¢TOSOT | LSOTOT | ¢S¥86 | ¢9€96 | Lv.€6 | Z¢vl6 | 6..68 | ¥80C8 | €996/ « LT0€L | L[/89 | L60LS | T6LSY 10198 Bupjueqg-UOU PUE [BISUBUI-LOU UO SWIE|D 'S
00L2T | €9/¢T | €T/¢T | 616ET | Cvv.T | ¥E99T | 6V/9T | G98ST | S96¥T | 980VT | ¥.C€T | G6L¢T | LCIET | 6¥8¢T | 82OTT €eL6 [4972 6669 9049 S3NINJABS Ul SsjudWsde|d "'y
81¢ 66¢ T8¢ €5¢ 85¢ (4474 YAZ4 192 96¢ AL 88¢ 11€ 1G€ 9¢ 743 682 €8 8GT 4 SHp8Id uo swrey Ty
8T0€T | C90ET | ¥66¢T | ¢LTVPT | 00LLT | 9689T | 9669T | CET9T | T9CST | €EYYT | ¢99€T | C¢LTIET | ¥8YET | ETIET | €OVIT | ¢T00T S6TL 1STL 809 JUSLIUIBACD 8U3 UO SWIe|D Y
11114 00T¢ 6€TC €55T ¥.ST 6TVT 9SST 98GT 88ST 06ST £V6 086 069 €28 161 (213 €26 S16 798 Swiep BYPOe'e
9Ivee | T90EE | SOSYE | GSO¥E | 6S0LE€ | OTPSE | 9LEGE | €9/G€ | €899€ | GCI9E€ | 986GE | ¢cvSE | 9/G9€ | 9LTvE | 6¢8¢E | vCOVE | vEBYE | TvovE | 88S0E peo.qe sjunoade Aouaind ublaiod z'e
§88¢ ¥0LT 1681 196T €9€C £6€C 890¢ §.02 8v1c 668T 806T §S8T 14474 898T 006T €L9T 620¢ 6vST 6291 Y9940 pue s31aua.INd ublaio) ‘oo 'T°e
CcIy8E | G989€ | TvS8E | GLTI8E | 96607 | <8I6E | 0006E | vCv6E | 6IV6E | VI96E | LEBBE | LGZ8E | LOLBE | L989E€ | 92SSE | 6999€ | 98L.€ | GOTLE | T180EE sjasse ubia104 ¢
§660c = GLT6T | 98L.T | 6€€9T | 09¥OT | OTIOT | S60ST | ¥8LET | SSLIT | €OETT | 99TTT | 0€9TT 9Sv6 [4473 YELY €068 T¢68 ¢SSy 6LEV s go0 '1e
§660C = GLT6T | 98LLT | 6€€9T | 09¥0T | OTTIOT | S60ST | ¥8LET | SSLTT | €OETT | 99TTT | OE9TT 956 {4422 ¥€L9 €068 1268 f4sie14 6LEV INYEN ynm susodaq 'z
€150T 6.8 €¢9L 9889 Y018 6.YTT ¥29L €00 6G.L LEV9 €629 6819 08¢L 6€9S €69 7As14 999 9€Le 0L2¢e INYEN ynmiunodge syueg ‘g1
8G6T 2691 02LT 89T 9181 Wit 06ST 79T 19GT 89T 0¢ST L6ET 9¢ST 850T T10T 086 V.ET 606 £€e8 S}NeA 3y ul ysed 'T°T
T€GCT | ¥8Y0T £vE6 7598 0266 0¢ceT ¥126 1¥98 9¢€6 S06. €18L 98GL 9088 1699 ¥9.9 8455 0709 S¥9€ €0tV syasse pinbiT 1
8€89G¢ |609S¥¢ | €EL0VC |0996€C |09.0V¢ (9TS9EC |€BSYEC |9vEBCC |8¢vcec |vSP.Te (0/9T1¢ |19€80C |0¢cL0C |STYv6T |9T6/8T |6GTT8T |GS6v.T |EVT0ST |9TLIET S13SSV 'V
11X IX (Tx Xl HIA 1IN IN A Al 1 1 | 11X Xl IN L] SONX | vO'IX | €07NX
1002 9002

1a.

f Macedoni

IcCO

| Bank of the Republ

Nationa

Source

67



Table 9
Saving houses - balance sheet
(in millions of denars)

Quarterly Report, April 2008

2006 2007
XI1.05 11 VI IX Xl 1] 11 \Y \% VI VIl | VI 1X X Xl XII
A. ASSETS 2199 2231 2311 2389 2622 | 2674 | 2696 | 2810 | 2850 | 2917 | 2947 K 2979 | 3010 | 3040 | 3094 | 3183 3215
1. Liquidity aseets 15 16 22 18 19 22 23 23 23 24 25 25 27 28 27 29 28
1.1. Cash in the vaults 15 16 22 18 19 22 23 23 23 24 25 25 27 28 27 29 28
2. Deposits with NBRM 76 76 41 44 49 61 74 74 55 63 57 62 62 80 76 127 76
3. Claims on the Government 62 57 63 72 155 135 64 64 71 66 71 71 65 42 41 31 37
3.1. Claims on credits
3.2. Placements in securities 62 57 63 72 155 135 64 64 71 66 71 71 65 42 41 31 37
4. Claims on non-government sector 1718 1747 1823 1886 2048 2091 | 2145 | 2254 | 2332 | 2366 | 2416 = 2436 | 2454 | 2487 | 2532 | 2574 | 2615
4.1. Claims on credits 1716 1745 1820 1884 2046 | 2089 | 2143 | 2252 | 2330 | 2364 | 2415 | 2435 | 2453 | 2485 | 2531 | 2574 2615
4.2. Placements in securities 2 2 3 2 2 2 2 2 2 2 1 1 1 2 1 0 0
5. Other assets 328 335 362 369 427 408 | 444 | 504 | 369 | 398 | 378 | 385 | 402 | 403 | 418 | 422 | 459
B. LIABILITIES 2199 2231 2311 2389 2622 | 2674 | 2696 | 2810 | 2850 | 2917 | 2947 | 2979 | 3010 | 3040 | 3094 | 3183 3215
1. Deposits 455 479 525 558 588 607 | 615 | 638 | 647 | 651 | 660 | 672 | 678 | 686 & 688 | 699 | 686
1.1. Denar sight deposits 24 22 23 25 24 23 23 30 27 28 30 30 28 27 29 30 37
1.2. Time deposits up to 1 year 289 313 346 373 401 420 | 428 | 443 | 449 | 452 | 457 | 466 | 472 | 482 | 484 | 498 | 505
1.3. Time deposits over 1 year 142 144 156 160 163 164 | 164 | 165 | 171 | 171 173 | 176 | 178 | 177 | 175 171 | 144
2. Securities 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
3. Borrowings from NBRM 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
4. Capital accounts 1103 1112 1165 1162 1157 | 1178 | 1188 | 1203 | 1214 | 1226 | 1243 | 1252 | 1259 | 1257 | 1264 | 1275 1267
5. Other liabilities 641 640 621 669 877 889 | 893 | 969 | 989 | 1040 | 1044 | 1055 | 1073 | 1097 | 1142 | 1209 | 1262

Source: National Bank of the Republic of Macedonia.
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Table 12

Credits to non-government sector
(in millions of denars)

Quarterly Report, April 2008

2006 2007
XI.03 | XI.04 | XII.05 1 VI IX Xl | 11 11} [\ \ Vi Vi Vil X X Xl Xl
Credits to non-government sector 45677 | 57094 | 68777 73017 | 79565 82083 | 89774 91417 K 93743 | 96362 98448 | 101057 K 105019 | 108453 | 111551 | 115751 | 117000 | 120366 | 124858
1. By currency
1.1. in denars 38430 | 45747 | 51672 54473 | 58994 | 60350 @ 66408 68055 | 69567 | 71539 | 73381 | 75290 78035 | 81130 | 83683 | 86908 | 88519 91020 | 94479
1.2. in foreign currency 7247 11347 | 17105 18544 | 20571 | 21733 | 23366 23362 | 24176 @ 24823 | 25067 | 25767 | 26984 | 27323 | 27868 | 28843 | 28481 & 29346 | 30379
2. By maturity
2.1. short-term 27448 | 29764 | 30915 32942 | 35376 @ 34554 | 36460 37438 38029 38554 | 39134 = 40205 | 41335 | 42298 | 43597 | 46159 | 45838 | 46573 | 47798
2.2. long-term 18229 | 27330 | 37862 40075 | 44189 @ 47529 | 53314 53979 | 55714 | 57808 | 59314 | 60852 | 63684 | 66155 | 67954 | 69592 71162 73793 | 77060
3. By sector
3.1. households 9405 15276 | 21625 23079 | 25602 | 27625 30864 31817 | 32389 | 33607 | 35040 | 36628 | 38199 | 40231 | 41785 | 43251 | 44621 | 46336 | 48263
3.2. enterprises 36058 | 41681 | 46987 49842 | 53874 | 54377 | 58805 59498 | 61239 | 62647 | 63299 = 64307 | 66704 = 67950 | 69493 | 72226 | 72072 | 73711 | 76281
3.3. other 214 137 165 96 89 81 105 102 115 108 109 122 116 272 273 274 307 319 314
annual growth rate
Credits to non-government sector 25,00 20,46 21,05 26,28 | 24,70 | 30,53 3149 | 3222 3197 3155 3233 31,99 34,33 36,21 41,02 36,96 38,01 39,08
1. By currency
1.1. in denars 19,04 12,95 1490 | 21,47 | 21,26 | 2852 30,24 | 30,90 | 31,33 | 32,10 | 32,97 32,28 35,75 38,29 44,01 40,40 41,93 42,27
1.2. in foreign currency 56,58 50,74 43,64 | 42,46 | 3539 | 36,60 3527 | 36,19 3386 29,96 | 3047 31,17 30,28 30,31 32,72 27,28 27,14 30,01
2. By maturity
2.1. short-term 8,44 3,87 6,26 | 17,59 | 1538 | 17,94 1837 | 18,16 | 17,04 | 1585 1820 16,84 20,09 23,18 33,59 26,60 29,93 31,10
2.2. long-term 49,93 38,54 36,68 3422 | 3249 | 40,81 4243 | 4392 | 4425 44,46 @ 4367 44,12 45,34 46,12 46,42 44,59 43,66 44,54
3. By sector
3.1. households 62,42 41,56 39,31 | 37,04 | 36,24 | 42,72 4520 | 4552 | 4562 @ 47,48 @ 4838 49,20 52,32 53,46 56,56 55,88 56,49 56,37
3.2. enterprises 15,59 12,73 1430 | 21,86 | 1991 | 2515 2522 | 26,18 | 2569 & 24,20 | 24,67 23,81 25,27 27,31 32,82 27,13 28,11 29,72
3.3. other -35,98 20,44 -34,69 | -23,93 | -58,67 | -36,36 0,99 748 | 1250 | -2,68 19,61 30,34 | 227,71 | 232,93 | 238,27 | 184,26 | 376,12 | 199,05

Source: National Bank of the Republic of Macedonia.
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Table 13
Monetary aggregates and components thereof (non-government sector)
(in millions of denars)

XI.03 | XI.04 | XI.05 | 11.06 | VI06 1X.06 | XI.06 1.07 11.07 .07 V.07 V.07 VI07 | VILO7 | VIILO7 | IX.07 X.07 X107 | X1.07

1. Currency in circulation 14177 | 14162 | 14439 13700 14580 | 14810 16206 14527 | 14986 15034 | 15531 15359 15844 | 16673 16380 | 16746 16575 16290 17936
2. Demand Deposits 13096 | 13433 | 15224 | 14262 | 16188 | 17280 | 18541 | 18056 & 18447 | 19220 | 20177 | 20595 | 20475 | 21243 = 22671 | 22602 | 21991 | 23499 | 27822
3. (1+2) Money supply M1 27273 | 27595 | 29663 | 27962 & 30768 | 32090 | 34747 | 32583 | 33433 | 34254 | 35708 | 35954 | 36319 | 37916 | 39051 | 39348 | 38566 & 39789 | 45758
4. Short-term deposits 48755 | 61291 | 73471 | 78645 | 80877 | 85862 | 93747 | 96180 | 99047 | 100496 104216 | 106931 | 110390 | 112230 | 111998 112102 | 114333 116721 119099
4.1.in denars 15568 | 20483 | 24364 | 27889 | 28062 | 30638 | 36317 | 37295 & 39293 & 40511 | 43540 | 45648 | 48389 | 49353 | 48434 | 50045 | 52787 | 54061 | 55057

4.2. in foreign currency 33187 | 40808 = 49107 | 50756 | 52815 | 55224 | 57430 & 58885 | 59754 | 59985 & 60676 | 61283 62001 | 62877 | 63564 | 62057 | 61546 | 62660 64042

5. (3+4.1.) Money supply M2 - Denar | 42841 | 48078 | 54027 | 55851 | 58830 | 62728 | 71064 | 69878 | 72726 | 74765 | 79248 | 81602 & 84708 | 87269 | 87485 & 89393 | 91353 | 93850 | 100815
6. (5+4.2.) Money supply M2 - total 76028 | 88886 = 103134 | 106607 | 111645 | 117952 | 128494 = 128763 | 132480 | 134750 | 139924 | 142885 | 146709 | 150146 | 151049 = 151450 | 152899 156510 = 164857

7. Long-term deposits 4785 | 5061 5040 5305 5688 5917 6637 6499 6736 6723 7544 8357 8443 9062 9053 9411 9435 9644 10174
7.1.in denars 3497 | 3360 | 3057 3123 3255 3243 3629 3592 3689 3749 4486 4684 4888 5167 5357 5498 5124 5186 5670
7.2. in foreign currency 1288 1701 1983 2182 2433 2674 3008 2907 3047 2974 3058 3673 3555 3895 3696 3913 4311 4458 4504

8. (6+7) Money supply M4 - total 80813 | 93947 | 108174 | 111912 | 117333 | 123869 & 135131 135262 139216 | 141473 147468 | 151242 & 155152 | 159208 @ 160102 | 160861 | 162334 166154 = 175031

annual growth rates

1. Currency in circulation 011 | 19 | 373 | 889 | 979 | 1224 | 1089 | 991 | 974 | 667 | 1050 = 867 | 88 | 1051 & 1307 & 1202 1391 | 1068
2. Demand Deposits 257 | 1333 | 379 | 17,71 | 1987 | 21,79 | 2368 | 2330 | 3476 | 3543 | 31,31 | 2648 | 2621 | 3271 | 30,80 & 2361 & 3267 | 50,06
3. Money supply M1 118 | 749 | 376 | 1336 | 1499 | 17,14 | 1763 | 1691 | 2250 | 21,21 | 2153 | 1804 | 17,93 | 2240 & 2262 | 1835 2429 | 3169
4. Short-term deposits 2571 | 19,87 | 1946 | 1265 | 2467 | 27,60 = 2732 | 2996 | 27,78 | 2884 | 2986 | 3649 | 3562 | 3189 | 3056 | 288l & 2791 | 27,04
4.1. in denars 3157 | 1895 | 1951 | 656 | 47,78 | 49,06 & 4560 & 49,76 | 4526 | 47,28 | 4790 | 7244 | 69,84 | 5982 | 6334 | 60,37 | 5747 | 51,60
4.2. in foreign currency 2296 2034 | 1944 | 1617 | 1471 | 1695 1794 | 1956 | 1818 | 1823 | 1904 | 1739 | 17,10 | 1639 | 1237 | 1021 | 1008 | 1151
5. Money supply M2 - denar 1222 | 1237 | 1107 | 1001 | 2897 | 3153 | 3107 | 3263 | 3387 | 3427 | 3500 | 4399 | 4257 | 4063 | 4251 | 39,47 | 4146 | 41,87
6. Money supply M2 - total 1691 | 1603 | 1490 | 1284 | 21,88 | 2459 | 2472 | 2640 | 2640 | 268l | 2766 | 3141 | 3067 | 2930 | 2840 | 2600 & 2697 | 2830
7. Long-term deposits 577 | -041 | 1423 | 1603 | 2147 | 31,69 & 2801 | 2086 | 2673 @ 32,23 & 5258 | 4844 | 6313 | 5352 | 5905 | 5434 | 4592 | 5329
7.1.in denars 392 | 902 | 039 | 524 | 361 | 1871 | 1546 | 17,63 | 2004 | 37,73 | 4311 | 50,17 | 5869 | 6342 @ 6953 | 5443 | 4314 | 5624
7.2. in foreign currency 3207 | 1658 | 4234 | 3449 | 5350 | 51,60 = 47,86 | 4856 | 3630 | 2492 | 6665 | 4612 | 6942 | 4112 | 4634 | 5424 | 4930 | 49,73
8. Money supply M4 - total 1625 1514 | 1487 | 1299 | 21,86 | 2492 | 2487 | 2656 | 2641 | 27,07 | 2882 | 3223 | 32,17 | 3046 | 2986 | 27,36 | 27,93 | 29,53

Source: National Bank of the Republic of Macedonia.
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Table 14
Total claims on deposit money banks
(in millions of denars)

1. NON-GOVERNMENT SECTOR
- Enterprises
Overdue and doubtful and
Credits Securities contested claims Other placements
By currency By maturity By maturity Bu currency By maturity
e 5z & £ £ £ e 53 £ £
S e = = o T e c L c hA 5
3 S g 5 g 5 g 3 e g 5 g
Period = £3 5 3 & 3 = £3 5 S
1 2 3 4 11 12 13 14 15 16
XI1.03 19643 5582 14555 10670 92 596 8713 1454 93 0
XI1.04 22104 9312 16334 15082 69 519 8058 1571 48 0
XI1.05 21911 14636 15581 20966 63 449 8167 1710 51 0
2006 Il 23335 16142 17172 22305 57 442 8412 1406 48 0
VI 25549 17561 18653 24457 60 455 8566 1653 27 0
IX 25691 18717 18213 26195 56 456 7948 1485 27 0
XII 28718 20058 19017 29759 60 459 7890 1601 25 0
2007 I 29508/ 20073 19374 30207 51 460 7805 1576 27 0
Il 30492 21050 19995 31547 48 459 7744 1417 28 0
Il 31338 21607 20236 32709 43 441 7723 1456 35 0
IV 31588 21724 19977 33335 39 427 7980 1510 30 0
V 31745 22317 20084 33978 36 415 8198 1576 23 0
VI 33125 23482 20986 35621 33 395 8092 1549 20 0
VIl 34554 23817 21669 36702 24 446 7561 1530 26 0
VIII 35641 24210 22133 37718 16 446 7521 1646 18 0
IX 37196 25144 23939 38401 11 445 7748 1652 30 0
X 37937 24786 23593 39130 5 429 7307 1579 25 0
Xl 38732 25605 23938 40399 0 448 7375 1522 30 0
XII 41322 26612 25612 42322 0 442 6484 1402 15 0
- Households
Overdue and doubtful
Credits Securities and contested claims
By currency By maturity By purposes By maturity By currency
g g g
o = e e = § £g £, 5% S| E £ o =
g g 2 2 £ E 32 28 Sgz < 2 2 g g
§ & 5 g & & $g2 £%5 ggz :© § E 8 2
Period = = 5 s 3 3 28 &8 £2% & & 3 = =
1 2 3 4 5 6 7 8 9 10 11 12 13 14
XI11.03 8603 3 1739| 6867 319 1186 1465 13 202, 5421 0 0 781 18
X11.04 13819 341 2519 11641 396 1507 1963 13 456/ 9825 0 0 1098 18
XI1.05 19339 705 3612 16432 443 2366 2734 12 933 13556 0 0 1545 36
2006 Il 20395 952 4031 17316 484 2737 2862 11 1087| 14166 0 0 1697 35
VI 22344 1308 4386, 19266 468 3195 3123 9 1388| 15469 0 0 1913 39
IX 24423 1479 5028 20874 496 3905 3451 6 1508| 16536 0 0 1675 46
XII 27290 1660 5864 23086 455 4828 3832 6 1781 18048 0 0 1866 47
2007 | 28228 1666 6586, 23308 438 5594 3908 5 1814| 18135 0 0 1878 48
I 28779 1650 6727 23702 443 5720 3988 5 1895/ 18378 0 0 1910 55
1l 30074 1701 7164 24611 439 6164 4104 17 1990 19061 0 0 1783 53
IV 31403 1775 7670 25508 451 6619 4231 18 2065 19794 0 0 1814 53
V 32829 1817 8240 26406 460 7156 4363 18 2149 20500 0 0 1928 52
VI 34356 1883 8622 27617 453 7569 4550 18 2201 21448 0 0 1903 59
VIl 36318 1910 9328 28900 518 8156 4754 19 2237 22544 0 0 1948 58
VIl 37703 1898 9922 29679 529 8661 4914 20 2304 23173 0 0 2088 99
IX 38989 1929 10281 30637 523 9036 5115 20 2352 23872 0 0 2227 109
X 40289 1993  10787| 31495 608 9413 5263 19 2452 24527 0 0 2233 108
Xl 41880 2094 11143 32831 642 9704 5464 21 2563, 25580 0 0 2262 104
XIl 43638 2233 11687 34184 656 10229 5656 21 2669 26640 0 0 2292 109

Source: National Bank of the Republic of Macedonia.
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Total claims on deposit money banks
(in millions of denars)

I. NON-GOVERNMENT SECTOR
- Other
Overdue and doubtful and
Credits Securities contested claims Other placements
By currency By maturity By maturity By currency By maturity
g g2 B g 5 g g s g 5 g
Period < =3 5 S 5 S c £3 5 S
1 2 3 4 11 12 13 14 15 16
X11.03 23 156 83 96 0 0 5 30 0 0
XI11.04 32 93 37 88 0 0 4 11 0 0
XI1.05 60 8 53 15 0 0 95 2 0 0
2006 1N 51 5 44 12 0 0 37 3 0 0
Vi 26 2 19 9 0 0 59 1 0 0
IX 20 1 14 7 0 0 59 1 0 0
X 49 0 43 6 0 0 54 2 0 0
2007 | 47 0 42 5 0 0 54 1 0 0
1 47 0 42 5 0 0 67 1 0 0
1 48 4 6 46 0 0 54 2 0 0
v 48 4 9 43 0 0 54 3 0 0
\Y 56 4 9 51 0 0 54 2 5 0
\| 54 4 9 49 0 0 54 3 0 0
Vil 118 8 13 113 0 0 144 3 0 0
Vil 115 8 13 110 0 0 147 3 0 0
IX 114 8 13 109 0 0 150 2 0 0
X 109 8 12 105 0 0 185 4 0 0
Xl 110 15 12 113 0 0 188 5 0 0
XIl 103 15 7 111 0 0 190 5 0 0
Il. GOVERNMENT
Overdue and doubtful and
Credits Securities contested claims Other placements
By currency By maturity By currency
o s £ g £ E
5 23z £ g 8 2
g | 8B | % 2 5 g
Period = 3 5 S 5 S
1 2 3 4 11 12 13 14
X11.03 0 2 0 2 0 6706 0 0
XI1.04 151 7 151 7 539 6460 0 0
XI11.05 3 80 11 72 790 6322 0 0
2006 1 204 85 162 127 3393 6330 0 0
\| 289 86 250 125 4821 6207 0 0
IX 125 139 89 175 6703 6146 0 0
X 228 129 206 151 7103 6024 0 0
2007 | 250 127 229 148 6828 5967 0 0
1 265 123 243 145 7151 6123 0 0
1] 228 119 151 196 7990 6096 0 0
v 177 119 104 192 8963 6002 0 0
\Y 153 114 83 184 9869 5996 0 0
\| 134 113 67 180 10872 5877 0 0
Vil 112 150 51 211 10895 5739 0 0
Vil 91 167 32 226 11741 5701 0 0
IX 80 173 26 227 8138 5781 0 0
X 71 210 20 261 6814 5899 0 0
Xl 67 232 14 285 6458 6305 0 0
X1 63 255 12 306 6530 6170 0 0

Source: National Bank of the Republic of Macedonia.
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Table 15
Total claims on deposit money banks
(in millions of denars)

Deposits
Other Denar credit
In denars In foreign currency Securities liabilities
P R s 3
+ o O ) §2) - ) §2)
£ s 32 3 2 s 3 2
e ¢z 2=z & 3.z &z 2 5 | 3
° e =2 25 2 - e 2 =2 - 1S L 5]
it 5 2 58 58 58 8 © 58 §¢8 § 2 E = 3
1 2 3 4 11 12 13 14 15 16 17 18 19 | 20
I. NON-GOVERNMENT SECTOR
- Enterprises
X11.03 8507 391 5830 899 231 90 4892 1481 0 463 0 0 0 0
X11.04 8988 259 7813 1905 449 111 5020 4088 0 561 0 0 0 0
X11.05 10143 218 7756 2294 635 107 4487 6500 0 535 0 0 0 27
2006 1l 9226 1320 9279 2621 712 104 5138 6221 6 542 0 0 0 25
VI 10515 147 8235 2071 739 114 5445 6766 7 675 0 0 0 22
IX 11550 207 10185 2241 614 114 5280 7869 7 625 0 0 0 19
XIl 12851 309 12317 2316 478 77 6007 8489 7 756 0 0 0 17
2007 | 12342 382 12265 2273 444 71 6373] 8794 7 596 0 0 0 16
1l 12366 447 13286 2248 481 82 7044 8845 7 666 0 0 0 16
11 12849 435 13870 2059 458 72 9716 6327 7 522 0 0 0 15
Iv 13377 489 14349 2045 1093 85 7321 9483 7 466 0 0 0 14
V. 13856 450 15184 2058 1142 66 6887 9923 7 833 0 0 0 13
VI 13798 386 16566 22321 1185 70 7846 9519 7 615 0 0 0 12
VIl 14419 455 16750 2287 1196 71 8361 9257 7 917 0 0 0 12
VIl 15581 436 15046 2488 1291 70 7778 9897 7 588 0 0 0 12
IX 15341 374 15358 2690 1382 71 7498 8676 7 659 0 0 0 11
X 14937 678 16174 2462 708 67 6760 8765 16 611 0 0 0 0
X1 15391 389 12038 6507 590 75 7261 8983 34 637 0 0 0 0
Xl 19786 536 12070 6508 830 61 7304 9431 44 654 0 0 0 0
- Households
X11.03 2712 4492 2683 900 2082 0 15774| 10899 815 0 0 0
X11.04 2710 4884 3055 2224| 1718 0 16890 14529 1137 0 0 0
X11.05 3172 5575 3940 3943 1319 0 19276 18581 1448 0 0 0
2006 1N 3074 6016 4606 4684 1359 0 19561 19639 1634 0 0 0
VI 3428 6682 5010 5201 1398 0 20291 20103 1751 0 0 0
IX 3318 6158 5546 5782 1492 0 20777 20970 2042 0 0 0
Xl 3716 6917 7260 6621 1649 0 20791 21870 2245 0 0 0
2007 | 3787 6948 7551 7284 1660 0 20980 22463 2304 0 0 0
1l 3883 7311 7639 7772 1696 0 21030 22573 2374 0 0 0
11 4045 7233 7944 8392 1754 0 20758 22965 2445 0 0 0
v 4341 8658 8399 9021 1844 0 20717 22927 2585 0 0 0
\Y 4424 8700 8986 9677/ 1998 0 21097 23132 2833 0 0 0
VI 4454 8867 9259 10487 2067 0 21030 23374/ 2933 0 0 0
\1 4517 8817 9452| 11006 2346 0 21422 23609 2971 0 0 0
VIl 4334 8562 9640 11681 2436 0 21657 24018 3101 0 0 0
IX 4415 8908 9875 12231 2487 0 21550| 24140 3247 0 0 0
X 4386 9130 10321 13383 2788 0 21061| 24779 3327 0 0 0
X1 5430 8589 10484 14286 2857 0 20979| 25222 3440 0 0 0
Xl 5773 8869 10554 15135 3007 0 21210| 25872 3460 0 0 0

Source: National Bank of the Republic of Macedonia.
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Total claims on deposit money banks
(in millions of denars)

Quarterly Report, April 2008

Deposits
In denars In foreign currency
2 o5 7 2 T
@ = 22 g 2 o g 2
= S o4 o 8 S o o
S ¢ & g=2& £ % &8 & 8
S 5§ 2,22 % ¥ § 2 2 @z
IS S £ £ £ 2 S _ ‘g S 1S _ 1S _ ‘g’
it § 2 52 52 SE E 2 ZE 5§ 8
1 [ 2 | 3 | 4 11 12 13 4 | 15 | 16
I. NON-GOVERNMENT SECTOR
- Other
X11.03 1799 0 202 171 111 78 141 0 10 0
X11.04 1672 0 172 167 31 134 281 0 3 0
XI11.05 1891 0 446 192 26 136 261 0 0 0
2006 1 1750 0 345 206 24 137 197 0 0 0
VI 2133 0 475 241 86 140 208 0 0 0
IX 2285 0 263 256 125 142 326 0 0 0
Xl 1951 0 274 303 171 165 272 0 0 0
2007 | 1831 0 271 321 175 165 274 0 0 0
1l 1867 0 289 301 185 164 261 0 0 0
1l 1903 0 249 329 214