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1. Country Overview 
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Territory:  49,035 km² 

Population:  5.4 million 

GDP per capita:  Approx. €12,700 in 20111 

Credit ratings:  A2 (negative outlook) / A (stable 

outlook) / A+ (stable outlook) 

Capital: Bratislava 
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• Decisive victory of the social-democratic SMER party in March 2012 

• SMER gained over 55% of parliamentary seats (83 out of 150 MPs) which allowed them to 

form a one-party government 

• SMER has a simple but not a constitutional majority in government (8 votes short) 

• Prime Minister Robert Fico is an experienced politician (PM when the Slovak Republic 

joined the EMU in 2009) 

• SMER declared clear support to EU as well as to Euro-zone, which also means support for 

new fiscal rules in the Eurozone 

• Repeated public commitment and broad political consensus to cut the deficit to below 3% of 

GDP in 2013 and an additional 0.5% cut in the structural deficit from 2014 onwards 

• At the end of 2011 the National Council has approved a constitutional “debt ceiling” 

starting at 60% of GDP until the end of 2017, gradually declining to reach 50% of GDP 

by 2028 

Recent Political Developments 
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• Highest real GDP growth in the EU for the last 10 years (2002-2011), averaging 4.8%1 

• Average nominal GDP growth larger than 10Y government yields between 2004-20101 

• Sound fiscal policies and credible medium-term fiscal planning 

• Low private and public debt levels compared to EU average 

• No exposure of corporate and private sector to FX loans 

• Highly integrated economy with low cost, skilled labour in manufacturing 

• Positive FDI despite global crisis (EUR 1,633mln in 2011 already picked up to 2008 level)  

• Sound highly liquid banking sector without government assistance 

Key Investment Considerations 

1) Source: Eurostat 

 Slovakia remains amongst the highest rated countries in the CEE region 
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 Credible commitment to cut the deficit below 3% of GDP by 2013 

 Low public debt of 43.3% of GDP (vs. 87.2% of GDP in the EMU in 2011)1 and low private 

debt of 45% of GDP in 2011 

 Low risk of debt surprises, with banks well capitalised and foreign-owned 

 Fiscal consolidation consistent with expected GDP recovery in 2013 / 2014 

A Strong, Credible and Balanced Fiscal Effort 

Three-pillar strategy to secure fiscal and macroeconomic stability  

Budgetary 

Measures 

Structural 

Decisions 

Liability 

Management 

 Fiscal tightening worth 4% of 

GDP in 2011 

 Meet targets in 2011 / 2012 

 Changes to flat tax regime 

 New levy on bank deposits 

 A fiscal responsibility law 

with a parliament “debt break” 

 Independent fiscal council 

 Pension contributions shifted 

from second pillar to first pillar 

 Conservative Multi-annual 

debt management strategy 

 Public debt under half EMU 

average and low private debt 

 Moderate bank contingency 

1) Source: Eurostat 
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2.  Strong Economic Performance 
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A Solid Recovery… 

• Strong recovery in 2010-11 fuelled by a 

competitive and dynamic export sector 

– Following GDP slump in 2009, the Slovak 

economy staged a convincing recovery in 

2010, with real GDP swinging from -4.9% in 

2009 to +4.2% in 2010 

– Fiscal consolidation efforts have moderated the 

contribution of consumption and overall 

domestic demand to the recovery, which was 

replaced by a 16.5% increase in exports in 

2010  

– GDP growth of 3.3% in 2011, fuelled again by 

exports and private investment 

Source: Statistical Office of the SR 

– Growth in the first half of 2012, fuelled by the launch of the new production in the automotive 

industry, was among the highest in the Eurozone, despite the slowdown in Slovak Republic‟s two 

biggest trading partners – Germany and the Czech Republic1 

– Given the structural reforms completed and the competitiveness of Slovakia’s exports, the 

average annual GDP growth in the country is expected to be around 2.9% over 2012-152 

– GDP per capita continues to rise and was 74% of EU-27 GDP in PPP terms in 2010, up from 50% a 

decade earlier in 20001 

Components of GDP (real, y/y, in %) 

1) Source: Eurostat 

2) Source: Ministry of Finance 
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• Updated 2012 GDP growth forecast to 2.5% 

• Lowered 2013 growth due to worsened external demand and further fiscal consolidation. Weaker 

GDP growth translates into worse performance of the labour market 

• Inflation rises due to higher food prices in 2013 

• However, GDP growth is expected to return into 3%+ area from 2014 

Source: Slovak Ministry of Finance  

Latest Macro Forecast (September 2012) 

2011 2012F 2013F 2014F 2015F 

Real GDP growth 3.3 2.5 2.1 3.5 3.6 

  Private consumption (growth) (0.4) (0.1) 0.7 3.2 3.9 

  Investments (growth) 5.7 (2.1) 6.6 (1.9) 2.0 

  Export (growth) 10.8 7.5 4.6 4.5 4.6 

  Import(growth) 4.5 5.1 4.1 3.9 4.0 

Employment  growth (ESA 95) 1.8 0.2 0.1 0.7 0.8 

Unemployment rate (LFS) 13.5 13.9 13.9 13.5 13.0 

Current Account Balance (% of GDP) 0.1 0.9 1.2 1.7 2.4 

Inflation (HICP) 4.1 3.9 3.1 2.1 2.2 

Net FDI (% of GDP) 2.4 2.5 2.4 2.5 2.5 
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3.  Public Debt 
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Low Public and Private Debt 

• Low indebtedness level 

– Taking into account relative levels of economic 
development, Slovakia‟s public and private debt 
to GDP ratios are both considerably below the 
EU average 

– Private debt ratio amongst the lowest in the EU 

• Excellent historical debt repayment ability 

– Past nominal economic growth (average 6.5% 
p.a. in 2004-2010) as well as estimated medium-
term growth well above the current long-term 
(10Y) government bond yield (3.1 % p.a.) 

Debt Repayment Ability ( Nominal growth less gov’t yield)  Government Debt Ratio (% of GDP) 

Private Debt Ratio (% of GDP) 

Source: Eurostat, March 2012 

Source: Eurostat, Ardal, March 2012 Source: Eurostat, September 2012  
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• Thresholds set by the constitutional act on fiscal responsibility: 

• A – 50% of GDP – letter from the Minister of Finance to the Parliament 

• B – 53% of GDP – proposal of measures by the Government to cut the debt 

• C – 55% of GDP – expenditure freeze 

• D – 57% of GDP – balanced general government budget requirement 

• E – 60% of GDP – upper limit, vote of confidence in the Parliament has to take place 

• Starting from 2018, the thresholds will gradually decrease by 1 p.p., in 2028 the 

upper debt limit will be 50% of GDP 

General Government Debt Forecast and Debt Break 
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4.   Debt Management and Funding 
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Central Government Bond Redemptions 

Central Government bond portfolio redemption profile was influenced by the financial 

market crisis resulting in a shift of also foreign investor’s interest to shorter maturities 

Source: ARDAL, as of August 2012 

* Planned redemption corresponds to the existing issuance lines‟ maximum targeted amount  

* 
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• No impact of currency fluctuations, as 

almost 100% of outstanding public debt is 

euro-denominated (small part of debt 

issued in CZK, CHF and USD in 2012 is 

hedged) 

• Non-resident share at 45.5 % as of end of 

July 2012 

State debt by instrument 

State bond portfolio by float/fixed coupon State bond portfolio by investors’ domicile 

Central Government Debt Characteristics 

Source: ARDAL and MoF 
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Debt Financing in 2012 

• New “Debt Management Strategy for 2011 – 2014” with parameters similar as in 
previous one was approved by the government in March 2011. 

• In 2011, debt management has been aimed at optimizing key parameters of the 
debt portfolio in view of state budget expenditure targets and future external risks. 

• The main area of interest for debt management in year 2012 is to broaden the 
portfolio of investors. 

• Marketing efforts for regional and institutional broadening of distribution of 
investors in Slovak government securities was followed with successful debut 
issues in CZK and CHF completed in Q1 as broadening the investor base in Europe 
and the first benchmark issue in USD launched in Q2 as follow up with the effort 
oversee. 

• Originally planned gross issuance EUR 7.6 billion was achieved already at the first 
half of year 2012; in second half pre-financing for year 2013 started to be realized. 

• Debt issued in 2012 was issued in line with the needs of debt portfolio in terms of 
tenor and duration and average YTM was in line with last year values.  

Source: ARDAL 
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Debt Financing in 2013 

• The main tasks for debt management in year 2013: 

• further broadening of portfolio of investors 

• further broadening of portfolio of instruments 

• implied duty to keep portfolio parameters in optimal range of values 

• Total financing needs for 2013 are expected to be lower than originally planned 

around EUR 8.3 billion partially as a result of pre-financing in 2012 and smaller 

than expected amount of T-Bills issued in 2012 

• Approximately half of the amount is planned to be issued via syndication and the 

rest via auction 

 

Source: ARDAL 
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5.   Credit positioning and CE4 comparison 
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Slovakia’s Fundamentals Compare Well vs. its Peer-group Inside 

and Outside of the Eurozone (1/2) 

% Slovakia Czech 

Republic 

Poland Slovenia Belgium Germany Euro-zone 

average 

Credit 

Ratings and 

outlook 

A2/A/A+ 

(neg/st/st) 

A1/AA-/A+ 

(st/st/st) 

A2/A-/A- (st/st/st) Baa2/A/A- 

(neg/neg/neg) 

Aa3/AA/AA 

(neg/neg/neg) 

Aaa/AAA/AAA 

(neg/st/st) 

Aaa/AAA//AAA 

(st/neg/st)1 

Debt/GDP 2 

 

 Deficit/GDP 2 

GDP growth 2 

CA/GDP 2 

10yr  € ASW3 124 bp 117 bp 130 bp 418 bp 74 bp -25 bp n/a 

1) Source: EU bond ratings  

2) Source: EC Spring Forecast 2012; Eurostat 

3) Source: Bloomberg as of  11th Octoer 2012 
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Slovakia’s Fundamentals Compare Well vs. its Peer-group Inside  

and Outside of the Euro-zone (2/2) 
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Debt and Liquidity Management  Agency  

Agentúra pre riadenie dlhu a likvidity – ARDAL  

Radlinského 32  

813 19 Bratislava 

Slovak Republic 

Phone  +421 2 5726 2513 

Fax +421 2 5245 0381  

e-mail: ardal@ardal.sk 

 web: www.ardal.sk 

 Reuters Dealing code: DLMA  

Reuters and Bloomberg pages: DLMA 

Contacts 

mailto:ardal@ardal.sk
http://www.ardal.sk/
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Disclaimer  

This document shall not constitute an offer to sell, or the solicitation of an offer to buy any securities described herein. This document is not 

for distribution in, nor does it constitute an offer of securities in, the United States, Canada, Australia, Japan or any other jurisdiction. Neither 

the presentation nor any copy of it may be taken or transmitted into the United States, its territories or possessions, or distributed, directly or 

indirectly, in the United States, its territories or possessions or to any US person as defined in Regulation S under the US Securities Act 

1933, as amended (the “Securities Act”). Any failure to comply with this restriction may constitute a violation of United States securities law. 

Accordingly, each person viewing this document will be deemed to have represented that it is not a U.S. person within the meaning of Reg S 

of the Securities Act. Securities may not be offered or sold in the United States absent registration or an exemption from registration. The 

Issuer has not registered and does not intend to register any securities that may be described herein in the United States or to conduct a 

public offering of any securities in the United States. The communication of this document as a financial promotion is only being made to 

those persons falling within Article 12, Article 19(5) or Article 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 

2005, or to other persons to whom this document may otherwise be distributed without contravention of section 21 of the Financial Services 

and Markets Act 2000, or any person to whom it may otherwise lawfully be made. This communication is being directed only at persons 

having professional experience in matters relating to investments and any investment or investment activity to which this communication 

relates will be engaged in only with such persons. No other person should rely on it. This document is not for distribution to retail customers. 

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF ANY SECURITIES DESCRIBED 

HEREIN IN ANY JURISDICTION IN WHICH ACTION FOR THAT PURPOSE IS REQUIRED. NO OFFERS, SALES, RESALES OR 

DELIVERY OF ANY SECURITIES DESCRIBED HEREIN OR DISTRIBUTION OF ANY OFFERING MATERIAL RELATING TO ANY SUCH 

SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN 

COMPLIANCE WITH ANY APPLICABLE LAWS AND REGULATIONS.THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND 

OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES/TRANSACTION. PRIOR TO TRANSACTING, 

POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE SECURITIES/TRANSACTION 

AND ANY APPLICABLE RISKS. THIS DOCUMENT IS NOT A PROSPECTUS FOR ANY SECURITIES DESCRIBED HEREIN AND NO 

PROSPECTUS HAS BEEN OR WILL BE PREPARED AND APPROVED BY RELEVANT AUTHORITIES IN RESPECT OF THE 

SECURITIES DESCRIBED HEREIN IN ANY JURISDICTION. INVESTORS SHOULD ONLY SUBSCRIBE FOR ANY TRANSFERABLE 

SECURITIES DESCRIBED HEREIN ON THE BASIS OF INFORMATION IN THE RELEVANT OFFERING CIRCULAR AND TERMS AND 

CONDITIONS, AND NOT ON THE BASIS OF ANY INFORMATION PROVIDED HEREIN. 


