Monthly Economic Report — March 2005

Stockmarkets

% change on previous month

Turnover in KM Turnover in KM
Sarajevo (SASE) 31,133,003 (Mar.) +1463.65
Banja Luka 36,843,902 (Mar.) +280.09
Trade, exchange rates and budgets
Mar. 05 % change on previous year Jan-Mar. 05
Import / Exports Imports / Exports Imports / Exports
‘000s of KM
Trade performance 939,588 336,949  +16.12 +19.55 2,151,961 804,350

Prices and Earnings and Unemployment

Net Salaries: FBiH KM 547.87 (Mar.05)
RS KM 452 (Mar.05)
BiH Consumer price index 0.6% (as of year end 2003)
Unemployment Latest Previous month
FBiH 331,417 (Mar.) 330,398 (Feb.)
RS Figures not available

Money and interest rates

Money supply (Mar. 05) % change on year ago Narrow (M) +8.27%

Broad (M, +19.27%
Average Interest rates % p.a. (Mar. 05) Bank Lending:  Short 10.45 Long 9.35
Rates Banks pay for deposits Demand  0.77 Term  3.30

BiH Monetary Base in Millions of KM
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OBroad Money M1 + QM

O Quasi Money (QM) Time and sav. deposits in foreign currency
O Quasi Money (QM) Time and sav. deposits in dom. curr.

H Quasi Money (QM) Demand deposits foreign curr.

H Money (M1) Demand deposits in dom. curr.

B Money (M1) Currency outside banks

Million Buying Selling Jan - Mar Balance

Demand for KM 170.8 157.4 -38




The BiH Money Supply has expanded in the course of March 2005. Although this
change has occurred in line with the previous trend, it appears that the supply of money is
growing more slowly than before. It is, however, still too early to say whether this slight
reduction in its rate of growth indicates a new trend.

Although the KM continues to enjoy investor confidence the month of March saw
slightly more KM exchanged into other currencies than other way around. Thus a net
outflow of foreign currency worth KM 38 million was recorded for the period January —
March. Nevertheless this is having no apparent effect on either the money supply or the
Bank’s reserves both of which remain plentiful - the latter being much larger than the
entire supply of KM which they were supposed to cover.

The Sarajevo Stock Exchange had a successful March — the value of turnover rose by
more than 1400 per cent over the figure for February.

The Banja Luka Stock Exchange had a successful month of March, with the value of its
turnover rising by more than 280 per cent.

The remarkable increases in both markets’ turnover values only highlights the already
noted seasonal nature of the two capital markets in BiH. Thus, the January — March dips
in trading volumes were followed by strong rallies that produced spectacular increases in
trading volumes and, consequently, turnover valuations. Nevertheless, both markets’
growth took place after a period of significant stagnation and, so, both markets grew from
a low base. For this reason, turnover values recorded for March represent the markets’
return to their previous form rather than a BiH stock exchange bubble. In these
conditions, investor strategies favouring long-term rather than short-term growth appear
to be more suited to activity in the BiH stock markets.

BiH’s Trade Figures show a continued rise in exports in the month of March — both
relative and absolute. This represents a continuation of the positive trend that began at the
start of 2004. However, it should be noted that imports have maintained a steady rate of
growth too, albeit at a lower rate than exports.

Unemployment figures in the Federation are high and apparently static. The RS does
not report monthly unemployment figures.

M;: Monetary aggregate M; comprises cash outside banks and demand deposits in domestic currency
of all domestic institutional sectors (except for deposits of the central government).

M,: Monetary aggregate M, consists of My in addition to time and savings deposits in domestic
currency, demand deposits in a foreign currency and time and savings deposits in a foreign currency of
all domestic institutional sectors (except for deposits of the central government).

Sources: Central Bank of BiH, Breaux of Statistics of BiH, FBiH & RS, Sarajevo and Banja Luka Stock
Exchanges




