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Political news

Chairman of Seimas Vytautas Landsbergis said that meaning of Jeltsin resignation will be clear only after further actions of Vladimir Putin. In his opinion, relations between Lithuania and Russia are friendly and based on international agreements signed in 1991. 

Chairman of Socialdemocratic Party Vytenis Andriukaitis said that Jeltsin resignation was an example of political wisdom.

Prime Minister Andrius Kubilius gave a report to Seimas members where he acknowledged that budget incomes this year decreased and named the main tasks of the Government: reformation of state enterprise monopolies in energy and transportation sectors, decreasing of budget expenses by restructuring of State institutions and eliminating duplication of functions. He said that unemployment remains one of the most serious problem.

President Valdas Adamkus, before leaving for vacations, met with  prime minister to discuss economical problems. He was interested in reasons of decreasing of budget incomes, situation with privatization of banks and prospective of returning rouble deposits. He also asked do not decrease intensity of negotiations with NATO despite of started integration to EU process. 

Vice Minister of Foreign Affairs, Mr. Vygaudas Usackas was appointed the chief negotiator with European Union. Lithuania expects to finish these negotiations regarding joining EU in year 2004.

Opinion pool done by major daily "Lietuvos Rytas" showed that support to Conservative party radically decreased. In the middle of January it was below 5%, which mean that Conservative Party even would not receive seats in Seimas in case of elections. 

Seimas opposition initiated a discussion regarding privatization process. They increased thread that as a result of bad organization of privatization process Lithuania will posses only not profitable companies, while all economical power will be concentrated in the hands of foreign investors. Mr. Gilys, member of Labor Democratic Party, said that Lithuania is doing big mistake selling State companies that have monopoly creates conditions for establishing monopolies of foreign companies. 

Conservative Party decided to exclude ex-minister. Kestutis Skrebys, follower of Vagnorius line, from the Party. Formal reason was Skrebys' official statements that Kubilius' Government allowed growing gray economy and contraband. 

The Government discussed its economical policy in the meeting with representatives of Lithuanian Association of Industrialists and Free Market Institute. Experts advised State no longer focus only on the development of strategic sectors of the economy, attaching priority to one or another industry when foreseeing economic development. They recommend not concentrate on industries, instead it is advisable to focus on development of high technology and on resource-efficient production. 

Despite the fact that the biggest contribution to GDP comes from industry, about 20 - 25%, in recent years this indicator has shown decline. Nonetheless, experts state that industry, having oriented itself to the economy of EU, should be the most important component of the economy.

Unfortunately, at the moment this can not be so, because both the raw materials and processing industries in the aggregate generate only about 20% of the added value in the GDP, while this index in the majority of EU countries constitutes some 30 - 40 %.

Heads of Klaipeda Free Economic Zone blame Governmental institutions that they frustrate LEZ projects. Risk that potential investors will decide not to invest in Klaipeda FEZ is increasing, as Ministry of Finances and Customs Department delay with preparation of necessary laws.

Economy

Summary of main economical indicators and their trends

Gross Domestic Product, million Lt

1999

Lt

USD

+/- compared with previous year, %

Q I

9001

2250

-5.8 

QII 

10671

2668

-4.0

QIII

11533

2883

-5.0

9 months
31204

7801

-4.9

Gross Domestic Product per Capita

1999

Lt

USD

QI

2432

608

QII 

2883

721

QIII

3116

779

9 months
8432

2108

Current Account Balance, million Lt

	1999
	Q I
	Q II
	Q III

	
	-861.94
	-1515.09
	-1003.13


Foreign Direct Investment, million Lt

	1999
	Q I
	Q II
	Q III

	
	302.35
	562.49
	357.71


Foreign Trade during January - November 1999, million Lt






Compared with same period of 1998, %

Exports
9070.6


-19.0

Imports
14357.8

-16.0

Balance
-5287.2

Inflation
Inflation during 1999 was 0.8%.

During December 1999, prices of Lithuanian products increased by 6.9%, compared to November 1999, and increased by 23.3% compared to December 1998.

Unemployment

Unemployment rate in Lithuania during December 1999 increased by 0.5% and on January 1st was 10%, reaching the highest value during 10 years of Independence. Unemployment rate in January 1999 was 6.9%. 

At the beginning of IV quarter of 1999 the number of population in Lithuania was 3700.0 thousands. Over the three quarters this number remained almost unchanged. 

Number of employed population equaled to 1660.8  thousands. 

Economical news 

December as compared with November the total industry production sold (without VAT, excises) increased by 0.3%. Production of mining, quarrying and manufacturing industry decreased by 1.2% over the reference period. The volume of mining, quarrying and manufacturing industry excluding manufacture of refined petroleum products decreased by 1.4%.  The volume of electricity, gas and water supply sold in December as compared to November increased by 6.5%. 

According to Department of Statistics, during 1999 sector of office equipment and computer sector decreased the most, compared with other sectors of economy. It deceased by 43%.

In three years, liabilities of the enterprises have grown to 4.4 billion Lt, and by 2.3 billion - within 9 months of 1999. Mutual debts of the enterprises reached over 10 billion Lt, but the government do not see any threat for the financial stability of the country, thereof it does not find any necessity to take relevant steps to improve the situation.

"Lukoil Baltija" and "Mazeikiu Nafta" continues negotiation regarding annual supply of  6 million tons of oil annually to "Mazeikiu Nafta". Also "Lukoil" wants to process 1 - 1.5 million tons of oil each year at Mazeikiai Refinery.

Since July 1999, Butinge oil Terminal received 10 tankers that exported Russian oil.

"Lithuanian Energy" received a verbal confirmation from "Polskie Sieci Energetyczne" (Polish Electric Lines) that Bialystok region will buy approximately 2 billion kwh of Lithuanian electric energy. 

Last year Lithuania announced a tender for selling of 4 billion kwh of electricity, and 8 companies obtained tender documents, 4 of them were foreign companies.

Despite of opinion of Lithuanian Board of Competition, Lithuanian Telecom has decided to increase tariffs in average by 6% starting February 1, 2000. Local calls tariff will increase by 12.5%, to 9 cnt/min, monthly fee - by 3%, to 17 Lt. international calls will become cheaper. According to estimation of Lithuanian Board of Competition, this increase will cost telecom users additionally some 60 million litas annually. 

Lithuanian Telecom did not reach planned incomes, but its profit increased by 20% 

Incomes of Telecom in 1999 were 980 million  litas, 70 million less than planned.

Finances

During 1999 State collected taxes of 5.89 billion litas, and this is 840 million litas less than planned. 

It is evident that in January 2000 State budget will not reach plan. From January 1 to January 24 only 233.8 million litas were collected, while budget expenses were 311.2 million litas. Planed budget incomes were 467.6 million litas. 

Average daily incomes were 14.6 million litas, much less than planned 22.5 million per day.

In 1999 fiscal deficit exceeded 9% of GDP, and this is a serious obstacle for reaching agreement with IMF and WB. During 1999 foreign debt increased to 21.7% of GDP, compared with 14.7% in 1998. 

Lithuania plans to issue a new emission of eurobonds of the total amount of 300 million Euro in the first quarter of 2000.  Proposals were sent to 14 foreign banks. It is expected that interest rate will be lower than 7.8%. This year Lithuania plans to borrow 300 - 500 million Euro in foreign markets. 

Debt of the State at the end of December 1999 was 11.999 billion litas, during December it decreased by 0.3 million litas and increase by 2.386 billion litas during year 1999. 

Local and most of foreign finance experts do not believe that litas could be devaluated in 2000.

Total amount of money in Lithuania increases by 297 million litas (3.4%) during December 1999 and was 8,972 billion litas.

International Monetary Fund does not agree with the decision of Lithuanian Fund of Roads to borrow 60 million litas from German bank Nord/LB.

US Investment bank "Merrill Lynch" showed interest in bonds to be issued by Vilnius Municipality. It is forecasted that interest rate of these bonds will be around 8%.

The biggest Brokerage company "Vilfima" decided to concentrate its activities in financial consulting and not to acquire license for trading of State Securities. 

Banking

According to preliminary data, banking sector in Lithuania earned 122 million litas during 1999. The most profitable was "Vilniaus Bankas" which earned 60% of this amount. However, experts say that year 2000 could be less profitable. More foreign banks are expected to come during this year. Privatization tender of Lithuanian Savings Bank is already announced, Bank of Economy is looking for strategic investor.

Foreign assets of Lithuanian banks decreased by 8.8% during December 1999 and totaled to 3,656 million litas. 

The chief of the Central Bank of Lithuania stated that the equity of the country's banks should grow by some 10%, though the worsening financial situation of the business sector could have a negative impact on the bank's results. Last year, the total equity of 10 domestic banks and three branches of international banks working in Lithuania increased by 7.3%, to 11.3 billion LTL.

Ministry of Finances and EBRD after one year negotiations signed an agreement with EBRD according to which EBRD will exchange its shares of Lithuanian Development Bank to shares of Lithuanian Agricultural bank. After this agreement EBRD will have 11.37% share of Agricultural bank, and Government will increase its property in Development Bank from 29.63% to 59.26%. According to vice-minister of finances, Ms. Grybauskaite, this agreement should attract foreign investors attention to Agricultural Bank.

It is expected that Estonian "Hansabank" will acquire one of Lithuanian banks and thus will improve its positions in Lithuania. Analyst say  "Hansabank" can consider buying of Lithuanian Agricultural Bank or Lithuanian Savings Bank.

Insurance

State Social Security Fund Budget, million lt

	1999
	Q I
	Q II
	Q III

	Revenue
	989.3
	1047.0
	1030.3

	Expenditure
	1094.9
	1112.6
	1087.2

	Surplus/Deficit of 
	-105.6
	-65.6
	-56.9


Social Insurance SODRA plans to take short term loan of 10 - 20 million litas for timely paying pensions for February 2000.

Lithuanian Savings Bank registered a new enterprise "LTB draudimas" (Insurance of Lithuanian Savings Bank). The only shareholder and founder of this insurance company is Lithuanian Savings Bank. 

Foreign Investments

Major Country Investors as of October 1999

	
	Thousand Lt
	%



	Sweden
	1463300
	18.7

	USA
	1122631
	14.3

	Finland
	804637
	10.3

	Denmark
	709810
	9.1

	Germany
	627295
	8.0

	UK
	517870
	6.6

	Switzerland
	371171
	4.7

	Norway
	316805
	4.1

	Luxembourg
	308698
	3.9

	Estonia
	305047
	3.9

	Other countries
	1280199
	16.4


Foreign direct investment by major town

Vilnius

61.4%

Klaipeda
10.7%

Kaunas

10.3%

Other towns
17.6%

Kaunas city council decided to allow Swedish company "Vattenfall" to lease the central heating company "Kaunas Energija" (Kaunas Energy) for 15 years. Swedish investment into Kaunas energy should amount to some 81 million USD. 

Foreign Funds plan to invest to Lithuanian IT companies during year 2000. Thus, Norwegian private capital fund plans to invest 2 million litas into Internet business, other funds - Baltic American Enterprise Fund, Baltics Small Equity fund, Baltic Republics Fund are going to invest 1.6 - 6 million litas. 

Russian oil company "Jukos" is interested in acquiring of 10% of "Mazeikiu Nafta" shares, if negotiations between "Williams international" and "Lukoil" regarding oil supply will be successful.

During January competition for making proposals to built cellulose factory increased between Lithuania, Latvia and Estonia. Estonia proposed to guarantee up to 40% of supply of raw materials, and Government of Latvia approved project of cellulose factory. Value of such factory could amount to 825 million USD. 

Privatization

President Adamkus invited representatives of Seimas fractions to discuss process of privatization. It is expected that Lithuanian Savings Bank will be privatized this year, or, in the worst case, in the beginning of the next year. 

Tender for privatization adviser for State enterprise "Lithuanian Energy" is already announced, and it is expected that preparation of necessary laws and restructuring of this enterprise will be finished until summer, and then enterprise will be privatized. It is expected that decision of privatization of joint stock company "Lithuanian Gas" will be made in several weeks. 

The Government is speeding up the privatization process, despite increasing pressure of opposition to halt the privatization of state properties. 

Government plans to sell 35% of "Lithuanian Telecom" shares during first quarter of year 2000. 

Company "Ventus-Nafta", operator of gas stations (20 stations, 3.3% market), is expected to be sold to "Mazeikiu Nafta" or to "Mazeikiu Nafta" and "LUKoil".  

"Lithuania Gas" is looking for credits. Company has to return its creditors more than 90 million litas during February, and will not be able to do so without borrowing. "Lithuania Gas" already asked to make proposals more than 20 Western and Lithuanian banks.

8. Legal acts

Government decided to decrease profit tax tariff from 29% to 24% for accounting of profit of year 2000 and subsequant years.
Social Insurance "SODRA" introduced social insurance tax for individual enterprises. As a result, many small business owners suspended activity of their private enterprises. 

Also "SODRA" increased social insurance tariff for employess of enterprises from 31% to 34%.

