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Abstract

The bank-centric nature of the financial systems in Croatia and Macedonia, inherited from their previous economic arrangement under the socialist Yugoslav paradigm, was severely tested with the emergence of the Global Financial Crisis of 2007-2009. Both countries had experienced a boom in economic activity at the beginning of the new millennium, thus neglecting the potential dangers which the bank-centric structure posed to the entire economic system. This paper attempts to examine the evolution of debt financing, given that banks are the primary source of financing the nascent entrepreneurial activity in these two countries. Taking into consideration the ownership structure of the leading banks and the involvement of their European parent companies in the Wall Street turmoil, the authors research their impact on debt financing patterns in Croatian and Macedonian companies, respectively. This is especially in relation to the structural break in 2008, the time at which the Global Financial Crisis spilled over in this region. 
The objective of this study is to compare and contrast the lending behavior of banks to companies and their influence on the further development of the national economies on their way to emerging on the world stage. The economic and financial data for each country will be separately analyzed and the respective results mutually compared, while keeping in mind the different levels of socio-economic development and the initial stage of their model of credit financing to the private sector. The purpose of this work is to contribute to the growing literature examining the specific lending patterns in segmented markets and identify the key areas which need improvement in both countries. The expected results of the conducted research can be found in the empirical methods such as time series analysis used to examine bank financing patterns to the private sector. Considering the importance of the relationship between credit financing of companies and its influence on the comprehensive development of the fragile and unbalanced economies of the two countries under observation, the conclusions of this study should prove the link between bank credit activity and the dynamics of company development, and ultimately the development of the national economies. This paper aims to provide an additional assessment of the impact of the Global Financial Crisis on debt financing and is addressed to the broad scientific and professional community. 
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1. Introduction


This work involves an analysis of the lending behavior of Croatian and Macedonian banks, before and after the last global financial crisis, to the companies and influence on the global economic development of these two countries. The economies of both Croatia and Macedonia were severely tested and may be said that are still being put to a test— especially knowing the fact that both financial systems of the counties are traditionally bank-centric (Sohinger & Horvatin, 2006; Dalić, 2002; Bogoev, 2010). The test is still on because repercussions of the last global financial crisis are still emerging, but they are appearing in different forms and in different intensities and regions. Given that both countries had seceded and declared their independence from Yugoslavia, they had similarly inherited related economic and financial problems. During the period of the last two decades these two financial and capital systems have developed in parallel, with the goal of reaching the desired development of the idolized western markets, but with a different intensity, from which different results are emerging. Yet, despite the differing development dynamics, according to Dalic (2002); Sohinger and Horvatin (2006) the financial systems in the European transition economies are still bank-centric. Each economy’s development depends on the investments cycle and their intensity, in accordance with which it can be concluded that the economic development of Croatia and Macedonia mainly depends on the banks’ credit activity.    
	The main purpose of this work is to analyze the role and the impact of the last financial crisis on the bank credit activity in Croatia and Macedonia and its influence on the economic development of these two countries.  This work contains several analyses of the financial and economic data for both surveyed counties for the period of 2003–2011. Considering that significance of the bank capital activity and their lending behavior in these two countries, this study should contribute to a better understanding of the banks as the driving force and the main source the financial assets. In addition, it should give an original and novel acknowledgement of the important role the banks play, i.e. what influence they have on the economic development. Finally, it should provide some new ideas and a basis for future economic development.
Both countries have carried out, during the two-decade period of transition, privatization of the banking system and as an outcome of the fact that most of the foreign banks have majority share in total assets of all banks. The banking system in both countries is in the hands of foreign bank groups and according to that, the new investment cycle depends on their financial business politics. Also, the aim of this paper is to give contributions for solving the dilemma that Yilmaz and Koyuncu (2010) had defined, concerning the relationship between foreign bank participation and banking crises, i.e. do foreign banks contribute to financial stability by stabilizing credit supply or bring financial instability by importing financial shocks on the domestic markets?  
This work is correlated to recent research and to certain extent it uses well known established scientifically significant factors for the use of debt financing in the entrepreneurial sector. The paper has drown extensively on both scientific and professional literature in the field of finance, which treats debt financing, as well as the lending behavior of the banks in Croatia and Macedonia and their impact on the global economic development of the observed counties. 

2. Literature review 

The academic economic community worldwide for a long time now is examining reasons for the start of various crises that have emerged through economic history and their impacts on the global economy. The last financial crisis from 2007, dubbed the “Credit Crisis” is one of the strongest and deepest financial crises in modern economic history since the Great Depression of the 1930s. Since the “Credit Crisis” has caused many structural problems and pulled the global economy in recession, many authors, such as Almunia, Bénétrix, Eicheng, O'Rourke, & Rua, 2009; Erkens, Hung, & Matos, 2012; Claessens, Dell’Ariccia, Igan, & Laeven, 2010; Aiginger, 2010 have analyzed various reasons for its beginning, the strategies and applied policies, impacts and influences on the global economies and future stability and development of the global and local economies. Also numerous authors from Croatia and Macedonia have conducted diverse studies of the “Credit Crisis” examined the impact to the economies that have emerged from it, including but not limited to Bexheti, 2010; Davcev, 2010; Bucevska, 2011; Zikovic & Aktan, 2009; Mihaljek, 2009; Radosevic, 2012. Due to the spillover of the “Credit Crisis” over the Southeastern European region in 2008 and its impact to regional economies that is still affecting them, especially at the level of entrepreneurial activities, there emerges a need for deeper analysis. It is crucial to emphasize that only few detailed empirical analyses of the crisis impact on the lending behavior of banks to the companies in Croatia and Macedonia have so far been conducted. 


2. Main Characteristics of the Banking Sectors of Croatia and Macedonia: An Overview

The financial sectors, especially the banking sectors of Croatia and Macedonia had the same starting position in 1991—the years of their independence, but as will be seen, their current position is generally similar, yet with some notable differences. Croatia has emerged from Yugoslavia as far more economically developed country than Macedonia, and this different degree of economic development has had a direct impact on the differences that are so obvious today. It should be mentioned that Croatia has passed through war, which proved to be a significant obstacle for an even greater development of the financial sector and the economy in general. Also, during 2001, Macedonia experience an internal armed conflict, known as the ‘Albanian insurgency’, which also had a great influence on the success of further, already started development of the financial sector, and the economy in general. 
In the analysis of the financial and banking sector it is necessary to highlight the importance of the privatization of banks, and to emphasize their influence on the development of the financial sector. Privatization of the banking sector and entry of the banks in foreign ownership on the Croatian financial market started in 1994 and since then has passed through different stages of intensity and volume. It should be emphasized that this process is still in progress, as can be seen in Table 1.

Table 1 Ownership structure of the banks in Croatia in period 2003–2011 
	
	Year

	Type of ownership
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	Domestic private banks
	20
	20
	18
	16
	15
	16
	17
	16
	13

	State owned banks
	2
	2
	2
	2
	2
	2
	2
	2
	2

	Foreign banks
	19
	15
	14
	15
	16
	16
	15
	15
	17

	Total
	41
	37
	34
	33
	33
	34
	34
	33
	32


 
In the two-year period of 2003–2004, the number of banks in the domestic ownership was 20, and most of these twenty banks were small banks which had no significant impact on the financial market. In the next three-year period of 2005–2007, the number of banks in domestic ownership decreased at number of 15, and the main reason for that reduction was the consolidation on the market and ownership takeovers by certain foreign banks. The following three-year period of 2008–2010, the number of banks had grown for one in 2009 and fallen for one in 2010. In the last observed year, 2011, the number of domestic private banks had fallen for the three banks, which fall is a product of the privatization of two banks by banks in foreign ownership and the revocation of license for operation that led to a forced liquidation. The overall fall of the number of domestic private banks in the observed nine year period (2003–2011) is the outcome of a process in which private banks have bought domestic banks for the reason of strengthening their market positions. 
The number of the state-owned banks during the analyzed period remained unchanged at two. The two banks that are in state ownership are the Croatian Bank for Reconstruction and Development, whose main task is promotion and development of the Croatian economy, and the Croatian Postal Bank (Hrvatska Postanska Banka), a banking organization that is authorized to conduct all banking operations domestically and abroad.
The total number of foreign banks in the 2003–2011 period is reduced only for two banks, but close observation of the data from Table 2 indicates that in the years 2004 and 2005, the number of banks had fallen by 5. As noted, “The reason for this is to be found in the continuation of the consolidation process in the banking sector and mergers of banks with their parent banks” (Jankov, 2004, p. 109). In year 2006, the number of banks in foreign ownership had risen by one, as a result what was the effect of the privatization of one domestic private bank by the bank in private ownership. In period from 2006–2011 the number of banks in foreign ownership has slightly grown and fall what were all effect of privatization and consolidation of the banks in foreign ownership.    
Unlike the privatization of the banking sector in Croatia, the entry of foreign- owned banks into the Macedonian financial and banking market had a different intensity. As Tang, Zoli and Klytchnikova (2000, p. 5) state, the number of banks in foreign ownership was three of six banks, overall. The privatization process of the banking sector in Macedonia had started earlier and in the first period of 1990’s of the last century it was much effective and more comprehensive than in Croatia. Table 2 presents data of the reform and privatization process of the most recent period 2003–2011. 

Table 2 Ownership structure of the banks in Macedonia in period 2003–2011 (number of banks) 
	
	Year

	Type of ownership
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	Domestic private banks
	12
	12
	11
	10
	9
	9
	9
	9
	8

	State owned banks
	1
	1
	1
	1
	1
	1
	1
	1
	1

	Foreign banks
	8
	8
	8
	8
	8
	8
	8
	8
	8

	Total
	21
	21
	20
	19
	18
	18
	18
	18
	17



The total number of domestic private banks in the observed period has declined and in 2011 was eight, which number fall in banks in private ownership is a result of the consolidation and further privatization of the banking sector. Also, the National Bank of the Republic Macedonia in this period revoked operating license for few private banks in major domestic ownership, what also influence on reduction.
Through the whole period, the number of state-owned bank remained the same. The only bank remaining in state ownership is the Macedonian Bank for Development Promotion, whose main goal is to support small and medium enterprises through credits and other formats of support.
It is interesting to note that the number of banks in foreign ownership remained the same during the sample period. That is a result of the previous privatization cycle, however it is necessary to highlight that these banks have consolidated themselves by acquiring banks with major domestic ownership. 
For the purpose of comparing the dynamics and structure of the bank ownership structure in Croatia and Macedonia the compared data are presented in Figure 1.
Figure 1 Ownership structure of banks in Croatia and Macedonia

From the analysis of data in Figure 1 it can be concluded that number of foreign banks in Croatia and Macedonia is considerably different, although Croatia had started the process of privatization later, even though the market is larger (4.5 million people) than that of Macedonia (2.1 million people). Also, the more developed economy has a direct influence on the total number of private banks. Moreover, the later started privatization meaning in volume (1998-2002) and consolidation on the market resulted in oscillations on Croatian foreign banks in the period 2003–2011.
The tendency in the number of the domestic private banks is the same, with a decreasing slope, as the Croatian, similarly as the Macedonian market in the analyzed period and the main factor for that process is the effort of the private banks for consolidating their market position and share. It is also noticeable that the number of domestic private banks in Macedonia during the whole period is smaller and in average is 40% of the Croatian domestic private banks. As was already determined, the disproportion in number of banks is not surprising, considering the similar history and economic development backgrounds of both counties, therefore a disproportion in the number of domestic private banks is expected.
The number of state banks in the whole period is unchanged. The only difference is that Croatia as a state is in possession of one universal banking organization beside one bank whose main purpose is the development of the domestic economy, but judging from a governmental announcement, it will be sold to private investors.         
However, in order to better understand these two markets, one must emphasize the following important and significant fact about the participation of foreign and domestic banks in total assets of all banks. In the Croatian market, banks with a majority of foreign ownership had an average share of 90% in total assets of all banks during the period of 2003–2011. In the Macedonian market, banks with a majority foreign ownership had different dynamic and tendency of average share in total assets of all banks during the observed period than banks in the Croatian market. In the 2003–2006 period, the average share of the foreign banks in total assets of all banks was 47%. In the 2006–2011 period that percentage has grown up to 90% on average. These facts signify that in both countries foreign banks have attained a dominant position and that they are the market makers with a huge impact on the GPD, especially in the transition counties.
Jurman analyzes the significance and ovearall influence of banks on the GDP, having determined that there exists a “positive, linear and very close connection between the financial potential and domestic sources of the banks and the Croatian GDP” (2009, p. 60). 

3. Impact of the Global Financial Crisis on Banks’ Investments: A Survey of Croatian and Macedonian Banks

Banks in emerging markets such as Croatia and Macedonia have a main role in the financing of the entrepreneurial activity, something especially noticeable through the credit boom and the influence on investment, as well as to total consumption that both countries experienced in the 2001–2007 period. The capital inflow arrived mainly from Western markets, whether through private banks in Croatian and Macedonian markets or through direct investments. The last Credit crisis had transpired from the banking system of the United States during July and August 2007 and had spilled over in the European banking system; it did not hit Southeast Europe, however, until October 2008 (Berglöf, Korniyenko, Plek, & Zettelmeyer, 2010). 
For better understanding of that particular phenomenon, the Table 3 presents credit activity, lending behavior and crisis influence in bank investments in both countries. 

Table 3 Bank loan structure in Croatia and Macedonia
	Macedonia

	Loans to enterprises

	Year
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	In Denars
	           405.076    
	           467.950    
	           537.861    
	           643.407    
	           817.882    
	        1.099.011    
	        1.244.309    
	        1.334.737    
	        6.550.233    

	In Foreign Currency
	           327.367    
	           368.930    
	           367.943    
	           410.976    
	           516.034    
	           718.374    
	           828.944    
	           872.138    
	        4.410.706    

	Total
	           732.443    
	           836.880    
	           905.804    
	        1.054.383    
	        1.333.916    
	        1.817.385    
	        2.073.253    
	        2.206.875    
	      10.960.938    

	Loans to households

	In Denars
	98.910
	158.323
	234.977
	315.773
	474.322
	701.923
	813.450
	835.143
	877.042

	In Foreign Currency
	205
	1.930
	6.579
	15.699
	23.456
	43.282
	48.821
	51.336
	71.597

	Total
	99.115
	160.253
	241.556
	331.472
	497.778
	745.205
	862.271
	886.479
	948.639

	Croatia

	Loans to enterprises

	In Kuna
	           461.859    
	           485.993    
	           542.031    
	           676.473    
	           843.331    
	           937.604    
	           979.661    
	        1.009.523    
	        1.089.712    

	In Foreign Currency
	           116.222    
	           124.604    
	           138.841    
	           161.816    
	           157.116    
	           153.675    
	           196.066    
	           237.821    
	           265.242    

	Total
	           578.081    
	           610.597    
	           680.872    
	           838.289    
	        1.000.448    
	        1.091.279    
	        1.175.728    
	        1.247.344    
	        1.354.954    

	Loans to households

	In Kuna
	           597.312    
	           706.011    
	           849.094    
	        1.043.028    
	        1.260.733    
	        1.436.782    
	        1.488.971    
	        1.485.992    
	        1.530.172    

	In Foreign Currency
	              1.456    
	               2.528    
	              4.100    
	              4.622    
	              4.447    
	              4.051    
	              3.908    
	              4.023    
	              4.100    

	Total
	598.768 
	708.539    
	853.194    
	1.047.650    
	1.265.180    
	1.440.833    
	1.492.879    
	1.490.015    
	1.534.271 



Analyzing the data from Table 3 and Figure 2, it can be concluded that the “Credit crisis” did not have a large impact on lending behavior of Macedonian banks, as it has seen a continued trend of growth of investments in households at the detriment to investments to enterprises to the total amount of loans. The period of 2008–2010 is marked by slow growth of the total amount of bank loans, and it may be said that the financial crisis has had an impact on that behavior. The period of 2003–2009 was characterized by the decreasing share of bank loans to enterprises. A fall of 80% in 2003 to 59% in 2009 in total loan amount can be attributed to the reduction and privatization of domestic banks. But in 2011, the bank investments, i.e. loans to enterprises denominated in Macedonian Denas had exploded and banks had invested funds in the equivalent of 32,8 million US Dollars, or in total amount of investments in that year it partakes with over 70%. That growth can be credited to the effect of the government central bank decisions that have been taken in the previous two year period for securing and stabilizing the market. Similarly to banks in Macedonia, banks in Croatia also did not change their lending behavior despite the crisis. The average participation of total bank loans to enterprises in the period of 2003–2008 had a decreasing tendency, form 49% to 43%, which increased in the period of 2009–2011 slightly to the 47%. That relation of bank loans to households and loans to enterprises is not surprising given that by bank privatization the majority of the bank market is in control of private banks.
In addition, one must emphasize that the analyzed amount of bank loans in both countries are presented in national currency and that Croatian Kuna had an average foreign exchange rate during the observed period ranging from 6,7 to 4,9 per 1 US Dollar, and that the Macedonian Denars had an average foreign exchange rate ranging from 54,3 to 44,1 per 1 US Dollar. For the purpose of comparing the total loan amounts that banks in both countries had invested, the amounts expressed through national currencies are calculated in US Dollars by official exchange rate used from World Bank data. The official exchange rate “is calculated as an annual average based on monthly averages (local currency units relative to the U.S. dollar)” (The World Bank, 2012).


Table 4 Croatian and Macedonian bank loans structure in dollars—total amounts 
	Macedonia

	Loans to enterprises 

	Year
	2003
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	In Denar
	405.076
	467.950
	537.861
	643.407
	817.882
	1.099.011
	1.244.309
	1.334.739
	2.340.588

	In Dollar
	7.457
	9.471
	10.914
	13.184
	18.285
	26.250
	28.215
	28.713
	52.918

	Loans to households

	In Denar
	99.115
	160.253
	241.556
	331.472
	497.778
	745.205
	862.271
	886.479
	948.639

	In Dollar
	1.825
	3.243
	4.901
	6.792
	11.129
	17.799
	19.552
	19.070
	21.447

	Croatia

	Loans to enterprises
	
	
	
	
	
	
	
	

	In Kuna
	578.081
	610.597
	680.872
	838.289
	1.000.448
	1.091.279
	1.175.728
	1.247.344
	1.354.954

	In Dollar
	86.217
	101.187
	114.447
	143.597
	186.493
	221.129
	222.509
	226.872
	253.553

	Loans to households

	In Kuna
	598.768 
	708.539    
	853.194    
	1.047.650    
	1.265.180    
	1.440.833    
	1.492.879    
	1.490.015    
	1.534.271 

	In Dollar
	89.302
	117.418
	143.412
	179.460
	235.841
	291.960
	282.531
	271.010
	287.109



From data presented in Table 4 it can be concluded that the bank loan amounts between Croatian and Macedonian banks are in significant disparity. The overall development of the Croatian economy and especially the bank market has had an impact on the total loans amount in the observed period. In the period 2003–2010 Croatian banks had invested to enterprises through loans in average ten to eight times more than Macedonian banks had, while in 2011 it was five times more as household banks had invested through loans, in 2003 almost fifty times more, in 2004 thirty-six times more, in 2005 thirty times, in 2006 twenty-five times, in 2007 twenty times more, and finally in 2011 14 times more. 
From the presented data it can be concluded that banks in Macedonia have focused their loans more to households because the increase from 2003 to 2011 is significant in comparison to the Croatian market. For a better insight, the data of total amounts in dollars is presented in the following graph, Figure 2.       


Figure 2 Croatian and Macedonian bank loans structure in dollars

	The discrepancy between Croatian and Macedonian bank loan amounts in US Dollars can be easily observed. Analysis of the graph indicates that banks in Croatia have invested greater amounts of funds in the overall economy. The impact of privatization dynamics and private bank share in total assets of banks, have had a direct influence on the loan amounts in Macedonia. Regardless of the global “Credit crisis” and its connection to Croatian and Macedonian private, foreign-owned banks to their parent banks in Europe who ran a greater risk of doing business, they did not reduce loans to markets - in contrary, they even raised them. It can be concluded that the main motivation for their continued investments through loans in these two markets is the profit margin, which is achieved through higher interest rates on loans. 

4. Banks—A Leading Force in Starting the New Entrepreneurial Cycle and GDP Growth 

Given that financial markets in Croatia and Macedonia are shallow, the numerous, yet financially underdeveloped entrepreneurship sector can only obtain the necessary funds for starting the investment cycle only at the banks. The overall economic, historical and societal heritage has had a great influence on entrepreneurial activity in these markets. In former Yugoslavia, the main purpose of banks was to finance economic activity and to ensure possibility for further development. Bank profits were not a top priority, but social and economic development. Some banks had even consciously injected money through loans to nonprofit entrepreneurship, for various purposes.   
For forty-five years, bank activity was, and still is the main force for further entrepreneurship growth, directly connected to GDP growth in these two markets. Furthermore, as the following regression analysis presents, banks activities have influence on the GDP of both Croatia and Macedonia. GDP data of Croatia and Macedonia in the 2003–2011 period are presented in the Table 5.

Table 5 GDP of Croatia and Macedonia in 2003–2011period
	Year
	Croatia GDP in USD 
	Macedonia GDP in USD

	2003
	     34.143.409.062,04    
	       4.756.221.628,61    

	2004
	     41.003.558.915,70    
	       5.514.253.043,38    

	2005
	     44.821.408.830,94    
	       5.985.809.059,97    

	2006
	     49.855.078.905,41    
	       6.560.546.900,04    

	2007
	     59.335.976.948,27    
	       8.159.825.620,39    

	2008
	     69.911.233.237,79    
	       9.834.038.366,89    

	2009
	     63.435.948.447,17    
	       9.313.573.964,98    

	2010
	     60.851.743.540,51    
	       9.137.543.772,87    

	2011
	     63.850.068.201,98    
	     10.165.373.218,11    













Presented data of GDP in current USD was obtained from World Bank data (The World Bank, 2012), and matched with the data from the Annual Reports 2003–2011 of Croatian National Bank and the National Bank of the Republic of Macedonia. Through regression analysis, the intensity of the relationship between bank loans to households and enterprises have on GDP of Croatia and Macedonia is examined. Regression analysis results are presented in Table 6. 

Table 6 Regression analysis — influence of bank loans on Croatian GDP 
	Multiple R
	0,983938876
	
	

	R Square
	0,968135711
	
	

	Adjusted R Square
	0,957514281
	
	

	Standard Error
	2502375566
	
	

	Observations
	9
	
	

	ANOVA
	
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F
	

	Regression
	2
	1,14153E+21
	5,70766E+20
	91,1492836
	3,23529E-05
	

	Residual
	6
	3,75713E+19
	6,26188E+18
	
	
	

	Total
	8
	1,1791E+21
	 
	 
	 
	

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	1936767395
	305987356
	6,3295667
	0,00072724
	1188043305
	2685491484

	LE
	-37701,2845
	14882,6069
	-2,53324466
	0,04448447
	-74117,7118
	-1284,85727

	LH
	60997,5581
	11696,8890
	5,21485309
	0,00198605
	32376,3016
	89618,8146



The proposed model is as follows: GDP=1936767395-37701,2845 (Loans to enterprises) + 60997,5581 (Loans to households) + ε. The regression analysis in which the level of significance is 0.005 showed that adjusted R2 is 0.957, indicating that the installed model explains 95% of variation expressed in GDP, and the very significance of the presented model is very acceptable considering that it is 0.00000323. Both observed variables are highly significant for the tested model given that the value of both variables t is less than the value of F, and is also higher than the one. It also confirmed the significance of the observed variables, the P value that meets the criteria of <0.05. 
For the regression analysis of the impact of households and enterprises on the Macedonian GDP, the last year is not taken in consideration because it is an outlier - it deviates considerably and its impact it just to be manifested in full scale in the next years, as can be seen in Table 7.


Table 7 Regression analysis — influence of bank loans on Macedonian GDP  
	Multiple R
	0,98650473
	
	

	R Square
	0,973191582
	
	

	Adjusted R Square
	0,962468215
	
	

	Standard Error
	376460380,1
	
	

	Observations
	8
	
	

	ANOVA
	
	
	
	
	
	

	 
	df
	SS
	MS
	F
	Significance F
	

	Regression
	2
	2,57238E+19
	1,28619E+19
	90,75429043
	0,000117673
	

	Residual
	5
	7,08612E+17
	1,41722E+17
	
	
	

	Total
	7
	2,64324E+19
	 
	 
	 
	

	
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	902151171
	155180467
	5,81356139
	0,00212525
	503247082
	1301055261

	LE
	-16253,6511
	5621,14330
	-2,89152051
	0,03412624
	-30703,2600
	-1804,04230

	LH
	24464,3783
	6440,54389
	3,79849571
	0,01264793
	7908,4332
	41020,3235


  
The proposed model is as follows GDP=902151171-16253,6511 (Loans to enterprises) + 24464,3783 (Loans to households) + ε. The regression analysis in which the level of significance is 0.005 showed that adjusted R2 is 0.962, indicating that the installed model explains 96% of variation expressed in GDP, and the very significance of the presented model is acceptable considering that is 0.000117673. Both observed variables are highly significant for the tested model given that the value of both variables t is less than the value of F, and is also higher than one. It also confirmed the significance of the observed variables, the P value that meets the criteria of <0.05.
The presented regression analyses confirm that bank loans have significant impact on the growth or decline of Croatian and Macedonian GDP. These analyses verify the fact that banks have a major impact on the entire economy, especially on entrepreneurial development.   

5. Conclusion and Recommendations 

From the presented time series analysis of the privatization and transformation of Croatian and Macedonian bank markets and the examined structure of the banking sector structure, i.e. the lending behavior of banks, as well as the presented regression analyses which help study the impact they have on the countries’ respective Gross Domestic Products, it can be concluded that banks are the central finance subjects with a direct impact on the overall economic activity. Banks in Croatia were privatized, and now in possession by Austrian, Italian, France and Hungarian banks, while their counterparts in Macedonia were privatized by banks from Greece, Slovenia, France, Austria and various foreign portfolio investors. Croatian and Macedonian banks were established as subsidiary companies whose EU-based parents were directly or indirectly involved in the global “Credit cisis”. 
	Despite the perseverance of the financial crisis, one can witness the continued growth of bank loans to enterprises and especially to households. Perhaps the main reasons for the persistence of that phenomenon can be found in the noticeably higher interest rates in the emerging markets of the subsidiary bank companies, when compared to the more mature and developed markets of their parent banks. Although the justifications that banks cite for higher interest rates include the existence of higher credit and political risk, the price of money is significantly burdened under the high profit margin that those banks have.
For further and faster development of the entrepreneurial activity and the economy as a whole in both Croatia and Macedonia, it is necessary for private banks that have the main control over the money market and its supply to lower their profit margins, or for governments to guarantee their help with new investments and offer grants and incentives. 
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