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Key developments and challenges
To maintain a stable operating environment for investors 
the government should refrain from intervening in 
important sectors of the economy such as energy and 
pensions. Improved market flexibility will be crucial to 
maintaining competitiveness.

The banking sector has shown resilience during the 
global financial crisis due to its conservative funding 
structure and focus on traditional banking activities. 
Given that asset quality and profitability are expected to 
decline in coming months, continued close supervision  
by the authorities will be necessary.

Smooth entry into the eurozone in January 2009 during 
the height of the global financial and economic crisis 
represents a commendable achievement. The short-term 
fiscal response to the crisis has been appropriate,  
but fiscal consolidation will be necessary once the  
crisis subsides. 

Country data 
Population (in millions)  5.4
Area (’000 sq km)  49.0
GDP (in billion US$, 2008) 95.4
Average transition score (scale: 1 to 4.33)  3.78

Progress in structural reform 

Liberalisation
In the autumn of 2008 the government set up the Price 
Commission to monitor the development of prices and 
implement measures against “unreasonable” price increases. 
It also widened its powers in setting energy prices (see below). 
In addition, tri-partite discussions between the government, 
trade unions and employers in the middle of 2009 failed to 
reach a conclusion regarding increases in the minimum wage 
and hence the decision now rests with the government  
(in line with the recently amended Minimum Wage Act).  
The government’s current proposals suggest increases in the 
minimum wage for 2010-12 that exceed (in percentage terms) 
the expected growth rate of productivity, and would thus exert 
pressure on competitiveness. 

Infrastructure
Partly in response to the worsening economic climate the 
government has recently stepped up efforts to expand its 
nuclear power generation facilities. In June 2009 the dominant 
electricity producer, Slovenske Elektrarne (part-owned by the 
government) signed a contract with Czech Skoda JS for the 
construction of two new nuclear reactors at the Mochovce 
power station. The project is expected to double the currently 
installed capacity at Mochovce at an estimated cost of 
€2.7 billion. The government has also signed a contract  
with Czech CEZ for the construction of a new nuclear power 
plant to replace the recently decommissioned plant in 
Jaslovske Bohunice.

The government has also enhanced its powers to intervene in 
the regulatory framework for the energy sector. In July 2008 
the government gave the Regulatory Office for Network 
Industries (URSO) more authority to control the extent to which 
rising energy prices were passed through to end-consumers 
and small enterprises. Subsequently, in the autumn of 2008 
URSO rejected two applications by the Slovak gas utility, SPP, 
for price increases of between 13 to 24 per cent before 
agreeing on much lower increases. Moreover, in October 2008 
parliament passed a new law on the setting of energy tariffs 
from 2009. The law gives the government stronger control in 
setting gas and electricity prices for households and small and 
medium-sized enterprises (SMEs).

Despite the difficult conditions in the financial markets, the 
government has made important progress in awarding the first 
public-private partnerships (PPP) concessions in the road 
sector. The procurement process for the R1 motorway was 
concluded in February 2009. The Granvia consortium (a special 
purpose vehicle owned by VINCI Concession and the Meridian 
Infrastructure Fund) won the bid and a concession agreement 
was signed in March 2009. A number of commercial banks and 
the EBRD will provide funding for this project (estimated at 
€1.1 billion). In 2009 the government also signed concession 
contracts for Phase I and Phase II of the D1 motorway. 

Financial sector
The Slovak banking system has shown strong resilience to the 
global financial crisis, but the sector has been affected by the 
protracted economic downturn, a sharp decline in profitability 
(aggravated by the loss in revenue from foreign exchange 
transactions following eurozone entry) and a deterioration in 
asset quality. In response to the crisis the authorities have 
introduced several measures, including an unlimited guarantee 
for all deposits of individuals and SMEs until the end of 2010 
and loan guarantees for SMEs. In addition there was a capital 
increase for the state-owned Exim Banka and the Slovak 
Guarantee and Development Bank, to enable them to maintain 
support for export-oriented industries. In November 2008 
the National Bank of Slovakia introduced more stringent 
requirements on liquidity management for Slovak banks  
and has also stepped up supervision and cross-border 
coordination. In June 2009 as a precautionary measure,  
the government approved legislation that would allow it to 
guarantee bank bonds and recapitalise banks. More stringent 
requirements on loans for households and the corporate sector 
may have had the adverse effect that excess liquidity is flowing 
into government bonds, with the danger of crowding out effects  
for the private sector. 

Social sector
Over the past two years the government has made a number  
of changes to the well-functioning and strictly regulated three-
pillar pension system. These changes include the right of young 
people to opt out of the second pillar and the repeated opening 
of the second pillar to allow people to switch back into the 
first, pay-as-you-go (PAYG), pillar. The government initially 
allowed people to switch out of the second pillar for six months 
from January 2008 and again for seven and a half months from 
November 2008, although very few people ended up doing so. 
In May 2009 the government also decided to reduce pension 
fund management fees and discussions are ongoing as to 
whether to reduce contribution rates to the second pillar. These 
changes jeopardise the sustainability of government finances 
over the long term and undermine the operating environment 
for privately managed pension funds. In addition, the recent  
EU Council’s Opinion of April 2009 recommends that the 
Slovak Republic advances with its reforms to the PAYG pillar  
in order to put government finances on a more sustainable 
footing over the long term. 

Slovak Republic



Fiscal balance and current account balance
■ Fiscal balance (% of GDP)   ■ Current account balance (% of GDP)

Interest rates and inflation
■ Money market rate (% average-over-period)   ■ Consumer price index (% year-on-year)

Macroeconomic performance

The Slovak Republic became the second transition country to 
join the eurozone in January 2009, despite the global financial 
crisis. GDP growth has averaged 7.4 per cent in the last five 
years, combined with sound public finances and large inflows 
of foreign direct investment (FDI). However, the country is now 
experiencing the brunt of the economic downturn as a result of 
its dependence on the EU market for its exports of mainly cars 
and consumer electronics. GDP contracted by 5.6 per cent and 
5.3 per cent year on year in the first and second quarters of 
2009 (following growth of 6.4 per cent in 2008). By the middle 
of the year there were indications that economic activity  
was stabilising, albeit gradually. The Harmonised Index of  
Consumer Price (HICP) inflation reached a low of 0.5 per cent 
in August 2009.

The favourable economic environment before eurozone entry 
had enabled a reduction in the general government deficit to 
2.2 per cent of GDP and lowered the public debt ratio to 
28 per cent of GDP by the end of 2008. However, in response 
to the crisis, the government introduced a range of stimulus 
measures in late 2008 and early 2009, including inter alia: 
temporary tax reductions, measures to improve the liquidity  
of enterprises, a car scrapping scheme, as well as steps to 
accelerate the utilisation of EU funds. These measures were 
not financed by extra expenditure, but rather by reallocations 
within the budget. Nevertheless, the budget deficit is forecast 
to widen substantially this year and next as a result of the 
unfavourable economic environment and the working of 
automatic stabilisers. To help finance this deficit, the country 
successfully placed a €2 billion eurobond in May 2009.

The current account deficit is likely to decline slightly on the 
back of a lower trade deficit for 2009 as a whole. During the 
first half of the year, imports and exports fell by 26 per cent 
over the same period last year, resulting in a trade surplus  
of €196 million. Net FDI inflows are likely to continue to  
decline in 2009. 

Outlook and risks

Signs of a turnaround are still tenuous and it may take a lot 
longer before a self-sustaining recovery is back on track. 
The economy is projected to decline by 5.4 per cent in 2009, 
followed by a slow recovery in 2010. Given its concentrated 
export structure, the economy remains vulnerable to demand  
in the European Union. Although eurozone entry has reduced 
macroeconomic risks, it has heightened the importance of 
improving the flexibility and competitiveness of the economy 
even further. These aims could be achieved by improving labour 
market flexibility, reducing regional disparities, reforming health 
care and education, and encouraging more private sector 
involvement in transport and municipal services. Above all, the 
authorities should build on the economy’s success so far and 
maintain a stable operating environment for investors.
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Real GDP (1989=100)
■ Slovak Republic   ■ Average, transition countries

Transition indicators 2009
■ Slovak Republic   ■ Maximum, transition countries   ■ Minimum, transition countries
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Structural and institutional change indicators

Liberalisation  
and privatisation 

Current account convertibility – 
full

Controls on inward direct 
investment  – no 

Interest rate liberalisation – full

Exchange rate regime – 
eurozone-floating

Wage regulation – no

Tradeability of land – full 
except non-EU foreigners

Business environment  
and competition 

Competition office – yes

Quality of insolvency law – 
medium

Secured transactions law – 
advanced

 
Infrastructure

Telecoms regulatory 
assessment compliance – full

Independence of the  
electricity regulator – full

Separation of railway 
infrastructure from operations 
– full

Independence of the road 
directorate – full 

 
Financial sector

Capital adequacy ratio  –  
11 per cent

Deposit insurance system – yes

Private pension funds – yes

 
Social reform

Share of population living  
in poverty – <2.0 per cent 
(1996)

Government expenditure on 
health – 5.3 per cent (2007)

Government expenditure on 
education – 4.4 per cent 
(2007)

Household expenditure  
on power and water – 
9.5 per cent

2003 2004 2005 2006 2007 2008 2009

Enterprises
Privatisation revenues (cumulative, in per cent of GDP)  34.7 35.1 35.1 35.2 35.2 na na
Private sector share in GDP (in per cent) 80.0 80.0 80.0 80.0 80.0 80.0 80.0
Private sector share in employment (in per cent)  75.0 75.0 75.0 75.0 75.0 75.0 na
Budgetary subsidies and current transfers (in per cent of GDP) 4.0 3.5 3.4 3.1 2.7 4.4 na
Share of industry in total employment (in per cent) 29.3 29.5 29.3 29.0 29.3 28.9 na
Change in labour productivity in industry (in per cent) 6.1 2.9 2.0 7.2 8.7 0.1 na
Investment/GDP (in per cent) 24.6 26.3 28.9 27.8 27.8 28.8 na
EBRD index of small-scale privatisation 4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of large-scale privatisation 4.0 4.0 4.0 4.0 4.0 4.0 4.0
EBRD index of enterprise reform 3.3 3.3 3.7 3.7 3.7 3.7 3.7

Markets and trade 
Share of administered prices in CPI (in per cent) 20.7 19.9 21.9 23.4 24.1 24.7 na
Number of goods with administered prices in EBRD-15 basket 3.0 2.0 2.0 2.0 2.0 2.0 na
Share of trade with non-transition countries (in per cent) 64.6 62.4 60.4 60.5 61.9 58.8 na
Share of trade in GDP (in per cent) 96.7 101.1 106.2 123.6 137.9 142.9 na
Tariff revenues (in per cent of imports)1 0.0 0.0 0.0 0.0 0.0 na na
EBRD index of price liberalisation 4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of forex and trade liberalisation  4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of competition policy 3.0 3.3 3.3 3.3 3.3 3.3 3.3

Financial sector 
Number of banks (foreign-owned) 21 (16) 21 (16) 23 (16) 24 (16) 26 (15) 26 (16) na
Asset share of state-owned banks (in per cent) 1.5 1.3 1.1 1.1 1.0 0.8 na
Asset share of foreign-owned banks (in per cent) 96.3 96.7 97.3 97.0 99.0 99.2 na
Non-performing loans (in per cent of total loans)2 9.1 7.2 5.5 7.1 2.6 3.5 na
Domestic credit to private sector (in per cent of GDP) 31.6 30.4 35.1 38.6 42.4 44.7 na
Domestic credit to households (in per cent of GDP)  7.0 8.6 11.2 13.1 16.3 18.5 na
– Of which mortgage lending (in per cent of GDP) 2.2 2.9 3.6 4.1 4.5 5.4 na
Stock market capitalisation (in per cent of GDP) 7.4 9.4 9.4 8.8 8.6 5.4 na
Stock trading volume (in per cent of market capitalisation) 29.4 19.8 1.6 1.8 0.5 0.4 na
Eurobond issuance (in per cent of GDP) 0.3 2.1 0.0 0.0 0.0 0.0 na
EBRD index of banking sector reform 3.3 3.7 3.7 3.7 3.7 3.7 3.7
EBRD index of reform of non-bank financial institutions 2.7 2.7 2.7 3.0 3.0 3.0 3.0

Infrastructure 
Fixed-line (mobile) penetration rate (per 100 inhabitants) 24.1 (68.4) 23.2 (79.4) 22.2 (84.3) 21.7 (90.8) 21.3 (112.5) 20.3 (102.2) na
Internet users (per 100 inhabitants) 43.0 46.2 50.1 35.8 42.9 51.3 na
Railway labour productivity (1989=100) 60.5 61.7 64.8 71.0 70.1 69.1 na
Residential electricity tariffs (USc kWh) 10.9 13.7 14.9 12.8 15.4 22.8 na
Average collection rate, electricity (in per cent) na na na na na na na
GDP per unit of energy use (PPP in US dollars per kgoe) 3.9 4.3 4.5 na na na na
EBRD index of infrastructure reform 3.0 3.0 3.0 3.0 3.0 3.0 3.3
– Electric power 4.0 4.0 4.0 4.0 4.0 4.0 4.0
– Railways 2.7 2.7 3.0 3.0 3.0 3.0 3.0
– Roads 2.3 2.3 2.3 2.3 2.3 2.3 2.7
– Telecommunications 3.3 3.3 3.7 3.7 3.7 3.7 3.7
– Water and wastewater 2.7 3.0 3.0 3.3 3.3 3.3 3.3

1 Refers to import tariffs, customs duties and import surcharge.
2 There is a break in the series. The methodology for defining non-performing loans was changed in 2006.    



Macroeconomic indicators
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2003 2004 2005 2006 2007 2008 
Estimate

2009 
Projection

Output and expenditure (Percentage change in real terms)
GDP 4.7 5.2 6.5 8.5 10.4 6.4 -6.0
– Private consumption 1.7 4.6 6.5 5.8 7.0 6.1 na
– Public consumption 4.1 -2.2 3.3 10.2 -1.4 4.3 na
– Gross fixed capital formation -2.7 4.8 17.6 9.3 8.7 6.8 na
– Exports of goods and services 15.9 7.4 10.0 21.0 13.8 3.2 na
– Imports of goods and services 7.4 8.3 12.4 17.7 8.9 3.3 na
Industrial gross output 5.0 4.1 3.2 10.1 12.7 2.0 na
Agricultural gross output -9.6 1.5 -10.7 -2.4 5.6 5.3 na

Employment (Percentage change)
Labour force (end-year) 0.2 0.9 -0.5 0.3 -0.2 1.6 na
Employment (end-year) 1.8 0.3 2.1 3.8 2.4 3.2 na

(In per cent of labour force)
Unemployment (end-year) 17.4 18.1 16.2 13.3 11.0 9.6 na

Prices and wages (Percentage change)
Consumer prices (annual average) 8.5 7.5 2.5 4.5 2.8 4.6 2.6
Consumer prices (end-year) 9.3 5.9 3.4 4.3 3.4 4.4 1.3
Producer prices (annual average) 8.9 3.4 3.9 8.0 2.2 5.8 na
Producer prices (end-year) 9.5 3.5 6.2 5.6 2.5 6.4 na
Gross average monthly earnings in economy (annual average) 6.3 10.2 9.2 8.6 7.4 8.1 na

Government sector1 (In per cent of GDP)
General government balance2 -2.8 -2.4 -2.8 -3.5 -1.9 -2.2 -5.5
General government expenditure 40.1 37.6 38.2 36.9 34.4 34.9 na
General government debt 42.4 41.4 34.2 30.4 29.4 27.6 na

Monetary sector (Percentage change)
Broad money (M2, end-year) 5.2 5.7 5.8 8.2 11.8 5.5 na
Domestic credit (end-year) 10.2 14.1 14.9 23.3 20.3 25.5 na

(In per cent of GDP)
Broad money (M2, end-year) 61.3 58.2 56.5 54.7 54.8 52.8 na

Interest and exchange rates (In per cent per annum, end-year)
Refinancing rate 6.0 4.0 3.0 4.8 4.3 2.5 na
3-month BRIBOR 6.0 3.7 3.1 4.8 4.3 3.2 na
Deposit rate3 5.3 4.1 2.4 3.6 3.7 na na
Lending rate3 8.5 9.1 6.7 7.7 8.0 na na

(Korunas per US dollar)
Exchange rate (end-year) 32.9 29.1 31.9 26.2 22.9 21.4 na
Exchange rate (annual average) 36.8 32.3 31.0 29.7 24.7 21.4 na

External sector (In millions of US dollars)
Current account -1,971.6 -3,297.4 -4,065.0 -4,309.8 -3,994.5 -6,195.0 -4,855.6
Trade balance -637.3 -1,536.2 -2,385.2 -2,531.8 -865.3 -1,007.5 -755.6
– Merchandise exports 21,843.2 27,621.2 31,914.8 41,477.8 57,489.5 69,921.8 52,441.3
– Merchandise imports 22,480.4 29,157.4 34,299.9 44,009.7 58,354.8 70,929.3 53,196.9
Foreign direct investment, net 1,913.4 3,051.8 2,278.8 4,177.5 2,881.0 3,155.9 2,000.0
Gross reserves, excluding gold (end-year) 11,678.1 14,418.8 14,924.0 12,684.8 17,674.8 17,854.1 na
External debt stock 18,090.2 23,763.6 27,052.5 32,206.0 44,308.7 52,526.7 na

(In months of imports of goods and services)
Gross reserves, excluding gold (end-year) 5.3 5.3 4.6 3.1 3.3 2.7 na

(In per cent of exports of goods and services)
Debt service due 14.3 10.8 11.7 4.7 3.8 3.4 na

Memorandum items (Denominations as indicated)
Population (end-year, million) 5.4 5.4 5.4 5.4 5.4 5.4 na
GDP (in billions of korunas) 40.6 45.2 49.3 55.1 61.5 67.3 64.9
GDP per capita (in US dollars) 8,487.9 10,389.8 11,533.3 12,785.3 15,529.5 18,210.5 na
Share of industry in GDP (in per cent) 25.9 27.1 26.4 28.2 27.9 27.0 na
Share of agriculture in GDP (in per cent) 4.0 3.6 3.2 3.2 3.2 2.8 na
Current account/GDP (in per cent) -4.3 -5.9 -6.5 -6.2 -4.8 -6.3 -5.5
External debt – reserves (in US$ million) 6,412.1 9,344.8 12,128.5 19,521.2 26,633.9 34,672.6 na
External debt/GDP (in per cent) 39.5 42.3 43.4 46.5 52.7 53.3 na
External debt/exports of goods and services (in per cent) 72.0 75.8 74.5 68.7 68.7 67.0 na

1 General government includes central government, municipalities and extra-budgetary funds.
2  The general government balance excludes privatisation revenues and is calculated according to Eurostat methodology (ESA95). 

In line with the Eurostat derogation the second pillar pension funds are included from 2005.
3 Weighted average over all maturities.


