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and stops squeezing out the
private sector with increased
loans from domestic banks,
this could have serious con-
sequences on the economic
growth in the next few years.
This is a realistic scenario if
the income from VAT (PDV),
excise duties and customs
drops more than expected.

PBZ analysts, led by Mar-

43")(%)#&5262!"$&'("171& ko "kreb, point out that the
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mm Belated optimism en-
tered the Zagreb Stock Ex-
change (ZSE), as commented
by some exchange experts.
After a long time, the opti-
mism stimulated stock trad-
ing on the domestic market.

The proof of this re-
newed faith in a better to-
morrow is the growth of
the Croatian Telecom (HT)
stock value. In only 45 min-
utes of trading, the ZSE not-
ed a transaction in the val-
ue of 9 million kunas. At the
end of the day, the transac-
tion value climbed to 21.6
million kunas, the highest
since May.

Although the value of
the Optima Telecom stock
was not as high as on Mon-
day, it managed to reach a
growth of 3.9% with a value
of 49.9 kunas. Though not
everything was ideal; the af-
fair regarding the resignation
of Darko Marinac (Podravka)
pushed the value of the stock
down -1.9 % to 275 kunas.

state should take into seri-
ous consideration the lat-
est World Bank study or the
competitiveness report, be-
cause these difficult reforms
with short-term expenses
and long-term benefits are
rarely implemented during

times of economic rise.®
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mm The expectation that the
changes in the Law on own-
ership that allows EU citizens
equal access to the purchase
of real estate in Croatia will
lead to a drastic increase of
sales to foreign citizens and
thus save the coastal real es-
tate market, have so far been
wrong. Since February, when
the new Law came into force,
foreigners have become less
interested and purchased
fewer properties than last
year. Although the official
statistics are not available,
the Croatian Chamber of
Commerce and real estate
agencies have confirmed
these statistics. The decrease

I"#'$%01&' ()#) (%" #&Yo#& in property sales has nothing
+,-,.&/0(%$%1 (%! &"12#)3%06 do with the law, but is the

mm The macroeconomic
department of the Privred-
na Banka Zagreb (PBZ) es-
timated that this years GDP
fall of 5.5 % in the base-case
scenario will result in an eco-
nomic stagnation in 2010.
Still, this is only a prelimi-
nary estimate since there is
a strong risk that the zero
might turn into a slight mi-
nus.

The unknown variable
in the projections of all of
the macroeconomic experts
trying to predict the GDP for
next year is the fiscal policies
(of the government). @The
main negative influence is
the poor fiscal policies,® says
the latest PBZ weekly analy-
sis. Concretely, unless the
Government led by Jadranka
Kosor reduces their financial
appetites for the 2010 budget

result of the global crisis in
Europe, given that foreign-
ers have traditionally mainly
purchased vacation proper-
ties.

aThe law did not re-
sult in any drastic changes,
mainly because the changes
to the legislation (liberaliza-
tion) effect the countries of
Western Europe, which is
significantly effected by the
economic recession.
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Podravkal!to! Turn!SMS!
Loss!linto! Profit
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he Press Release from
I Podravka, announcing
the resignation of Darko
Marinac as the President and
Member of the Supervisory
Board and his acknowledg-
ment of the decision to ap-
prove a 65 million kuna loan to
SMS, without Board approval,
did not adequately disclose the
painful atmosphere of the two-
hour meeting of the Supervi-
sory Board that was addressing
his accountability.

As expected, the press re-
lease confirmed that Marinac
pointed out that he made this
decision on his own, without
any outside pressure and with-
out the knowledge of the Board
members. Marinac is with-
drawing from the Supervisory
Board so that they may solve
this corporate problem caused
by his decision. In his address
to the Board, Marinac pointed
out that at that time he con-
sidered the arrangement to be
a good business decision and
that the loan was adequately
insured, which included guar-
antees such as the possibility
of brand takeover.

aPresently, everyone refers
to this loan as if the money
has been gambled away,°; this
is allegedly one of his state-

ments that insinuates that the
case has been presented as if
his decision led to this money
benefiting private individuals.

Poslovni Dnevnik dis-
closed that the legal opinion
given by one of the most
reputable Zagreb-based law
offices that was presented
to the Supervisory Board,
confirmed that Marinac had
a legal right according to the
company Constitution to sign
this commercial contract (core
business agreement) without
the consent of the Supervisory
board. What is disputable is
the fact that he did not even
ask for the opinion from other
Board members.

The legal opinion also
stated that there is no need for
an extraordinary General As-
sembly of the shareholders as

%$ "414&84'$"

the situation is still under the
control of the company man-
agement and its supervisory
bodies. Poslovni dnevnik also

discloses that the Supervisory

#$%0"&' (%")("Board will try to portray this

*+,9%-"#$%" sjtuation differently than a
)+.% ng#)/"o scandal. According to the state-
#)1+"12 ments of certain supervisors,
HBUOIH$%  one did not get an impression

during the Supervisory Board
meeting that investors will
initiate law suits against the
Management and Supervisory
Board.

aThe procedure of brand
evaluation and takeover will
take time and money and re-
quires more engagement from
the Board members and con-
sultants. Olive oil will no longer
be imported, but purchased
from the domestic producers.
The production of spreads
and marmalades according to
the SMS recipes will probably
be transferred to Koprivnica.
aKknowing what Podravka did

=2G& 0238%1"37&>")3J&M321%J2#(&|§Q‘§%59gra fgva brand and the
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According to the Constitution, Podravka

nd Varlyvko, | have
dqybkthat in few years it

between 9 to 11 members on its Supervidy %/' ake the SMS products

Board and the new President will be elec
the existing members. It is too early to s
will be, since the HDZ and HSS have to

to an agreement.

r true Croatian quality

H5 garnings will surpass
¥l of the 65 million
kunas loan,° stated one of the
supervisors. v
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Mesi

would like to see a more
I significant engagement of

the US Economy in Croatia
with US entrepreneurs invest-
ing more in Croatia and coop-
erating with Croatian entre-
preneurs, as well as joint co-
operation on solving the ad-
ministrative barriers that are
still present,® said President
Mesie, during a business Lun-
cheon, organized by the Amer-
ican Chamber of Commerce
in Croatia. Mesie comment-
ed on the state of the Croa-

tian and world economies,
mentioning his concerns re-
garding the opinions of some
economists that the recession
could have a @double bottom®
and that we can expect anoth-
er wave of economic downturn
that could result in the prolon-

gation of Croatia's economic
recovery until the end of 2010.
Mesie mentioned certain in-

dustrial branches with poten-

tial for US investment, includ-

ing the energy sector, ecolo-
gy and infrastructure. He add-

ed that Croatia needs to firstly
create a favorable business en-
vironment and then focus on
bringing investments in pro-
duction, creating jobs and in-
creasing exports.

aFor this to work, Cro-
atia should implement con-
crete anti-recession mea-
sures; among others, this in-
cludes the cancellation of the
crisis tax, colloquially called
aHara#°, the increase of eco-
nomic cooperation not only
with the US but also with oth-

1Eliminating!the!Crisis!tax!is!an! Anti-Recess Measure

er interested countries such
as China, Russia and Quatar,®
concluded Mesie. Answering
a journalist's question regard-
ing US investments in Croatia,
the AmCham Executive Direc-
tor, Mr. Damir Vucie, respond-
ed that US investors are always
interested in the Croatian mar-
ket. Interest has decreased re-
cently due to the global and lo-
cal economic recessions, but
we can still hope that the 2dou-
ble (bottom) effect® will not
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