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Inflow of foreign direct investment

The recovery in foreign direct investment (FDI) conti-
nued in 2001, in particular the volume of FDI in compari-
son with the years 1994 — 1999 was substantially higher,
this primarily being the result of privatisation. Neverthe-
less, in comparison with the year 2000 there were not so
many lucrative privatised organisations, but even so the
volume of the FDI inflow of SKK 57 342 million is still
exceptional. With regard to the privatisations under prepa-
ration and already effected in 2002 it may be predicted
that this positive trend will continue.

Table 1 FDI inflow* in million SKK
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With deepening privatisation, FDI inflow in the form of
equity has also strengthened, with this beginning to be
used more significantly last year, i.e. following liberalisa-
tion of the conditions for FDI inflow to Slovakia. In com-
parable surrounding countries the level of FDI inflow into
the country against that of total investment has for several
years now been around 50%.

In 2001 the structure of the target sectors for FDI in Slo-
vakia altered significantly. Most often it was directed at
the financial industry, in consequence of the privatisation
of the main Slovak banks. We recorded also a decrease in
the share of FDI inflow into industry, where the inflow is

Graph 1 Volume of foreign direct investment inflow
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Table 2 Classification of FDI by target industry — balance as at 31. 12.
Industry Year 1999 Year 2000 Year 2001
SKK mill. % SKK mill. % SKK mill. %
Agriculture and forestry 188 0.2 188 0.1 187 0.1
Minerals extraction 1042 1.1 1881 1.1 1668 0.7
Industrial production 47 629 49.6 93 498 53.1 97 378 43.0
Gas and electricity production and distribution 426 0.4 435 0.2 383 0.2
Construction 1788 1.9 2 060 1.2 1440 0.6
Wholesale and retail 17 642 18.4 20 369 11.6 25 481 11.3
Hotels and restaurants 1236 1.3 1302 0.7 1562 0.7
Transport, warehousing and communications 3199 33 29725 16.9 31536 139
Finance and Insurance 17 860 18.6 21 106 12.0 59 326 26.2
Property, letting and business services 4 485 4.7 4967 2.8 6 587 29
Health and social care 18 0.0 68 0.0 78 0.0
Other public, social and personal organisations 525 0.5 545 0.3 642 0.3
Extraterritorial organisations and associations - - 8 0.0 71 0.0
Total 96 038 100.0 176 152 100.0 226 339 100.0
Source: NBS
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Table 3 Classification of FDI by country
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Table 5 FDI outflow as at 31. 12. 2001 in SKK mill.
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Country Year 1999 Year 2000 Year 2001 Year |Balance | Net Exchange |Balance | Balance
- - - as at 1.1. | change rate as at |as at 31.12.
SKK mill. | % SKK mill. | % SKK mill. | % difference | 31.12 in %
Germany 21498 224 | 50380 | 28.6 51577 | 22.8 1996 | 3285 1801 30 511 B
Austria 16 924 17.6 | 25476 | 145 39704 | 17.5 1997 | 5116 3170 | 817 7 469 146.0
Holland 13 566 14.1 | 42897 | 244 | 47278 | 209 1998 | 7 469 4876 | 1644 |13 989 1873
USA 1672 1221 12145 6.9 13 687 60 1999 113989 |-16371 | 15183 12 801 91.5
Czech Republic| 8 086 84 | 10192 5.8 11223 5.0
Great Britain 7943 83 | 5624 32 8 746 39 2000 |12 801 1074 | 1304 |15179 118.6
Fance 4061 42 | 5664 32 4 684 2.1 2001 |15 179 3 147 206 18 832 1241
Prameri — source
ltaly 1730 1.8 2707 1.3 24241 10.7 1996 — change in methodology — introduction of CZK among con-
Belgium 1467 1.5 | 2715 1.5 5199 2.3 vertible currencies
1997 — change in methodology — inclusion of capital also in SKK
Hungary 1373 14 8 616 49 8 821 39 * — The preceding year always represents 100%.
Other countries | 7 718 8.0 | 9736 5.5 11179 49
Total 96 038 |100.0 176152 |100.0 |226339 |100.0 | Graph 3 Volume of foreign direct investment outflow
in SKK mill.
Table 4 Classification of FDI by region — as at 31.12. 160 000 T n m
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Total 96038 |100,0 |176 152 |100,0 |226339 |100,0 growth, which is a reflection of the lack of available
Source: NBS funds in domestic businesses.

minimal and represents a decline of 10 percentage points.
The actual items in the stated years have moved more or
less within the scope of only minor deviations.

The structure of FDI inflow to Slovakia by country of
origin has for the last two years been relatively evenly ba-
lanced. Germany, Austria and Holland continued to occu-
py the first three places. Of the other countries, Italy beca-
me more significantly involved, other countries more or
less maintained the same level as in previous years. As re-
gards the orientation of FDI inflow into the individual re-
gions of Slovakia, the Bratislava region unequivocally was
the destination for the highest volume of FDI, this in parti-
cular being in consequence of the privatisation of the large
banks. It is expected that this trend will continue also in
2002, since the privatisation of SPP is to continue along
with the privatisation of other financial institutions. The
structure in other regions of Slovakia is relatively evenly
balanced.

FDI outflow from Slovakia

FDI outflow from Slovakia has recorded only a slight
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The structure of FDI outflow from Slovakia has a gra-
dually improving level. A positive trend is increasingly the
higher volume directed into production or servicing servi-
ces.

Nonetheless, purely Slovak businesses, some of which are
now also exporting commodities to their subsidiaries, deve-
loping their foreign activity. Apart from this also joint ven-
tures, seeking points to catch hold of in potential foreign
markets are exporting abroad.

Slovakia’s international ratings

The latest results of the ratings magazine Euromoney
have been favourable. In comparison with the previous ye-
ar Slovakia moved seven points in the overall evaluation.
Apart from Slovenia, which maintained the same position,
the Czech Republic and Poland also improved their posi-
tion, both countries by four points. On the other hand Hun-
gary, surprisingly, fell by four points.

Political risk, which is defined as the risk of non-pay-
ment for goods and services provided, loans, dividends or
a the prevention of capital repatriation, which in total re-
presents a lack of trustworthiness from the side of trading
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Table 6 Classification of FDI outflow by target industry — balance as at 31. 12.

Industry Year 1999 Year 2000 Year 2001
SKK mill. | % SKK mill. % |SKKmill.| %
Agriculture and forestry 166 1.3 19 0.1 60 0.3
Fishing - — 4 0.0 0 0.0
Minerals extraction 995 7.8 1138 7.5 1171 6.2
Industrial production 3767 294 4716 | 31.5 7430 | 395
Gas and electricity production and distribution| 1 640 12.8 1489 9.8 1587 8.4
Construction 44 0.3 577 3.8 452 24
Wholesale and retail 1212 9.5 1357 8.9 867 4.6
Hotels and restaurants 8 0.1 0 0.0 2 0.0
Transport, warehousing and communications 163 1.3 163 1.1 163 0.9
Finance and Insurance 4201 32.8 4671 | 30.8 3992 | 21.2
Property, letting and business services 430 34 824 54 2701 14.3
Health and social care 22 0.2 25 0.2 24 0.1
Other public, social and personal organisations 153 1.2 136 0.9 383 2.0
Total 12801 |100.0 | 15179 |100.0 | 18832 |100.0
Table 7 Ratings March 2001
Country Overall |Political |Economy |Indebted- | Credit Access Total
ranking risk efficiency ness rating to interna-
tinal

finance
Ma. no. of points - 25 25 20 10 20 100.00
Hungary 32 18.45 11.76 18.95 6.67 16.26 72.07
Slovenia 33 17.72 13.73 19.73 7.71 12.94 71.83
Czech Rep. 41 17.58 10.78 19.43 6.46 9.96 64.20
Poland 45 17.50 10.97 19.26 6.25 9.42 63.40
Slovakia 53 13.73 9.88 19.29 4.38 9.63 56.90
Source: Euromoney, March 2001.
Table 8 Ratings March 2002
Country Overall | Political | Economy | Indebted Credit Access Total

ranking risk efficiency ness rating to interna-
tinal

finance
Ma. no. of points - 25 25 20 10 20 100.00
Slovenia 33 16.81 12.38 19.36 6.88 18.30 73.82
Hungary 36 18.41 10.73 17.62 6.67 16.74 70.17
Czech Rep. 37 18.41 10.13 18.49 5.83 15.62 68.48
Poland 41 17.10 9.74 18.15 5.63 15.19 65.81
Slovakia 46 15.56 8.74 20.00 4.17 14.07 62.54

Prameni: Euromoney, March 2002.

partners in the country, slightly improved in the case of all

the countries monitored, most however in the case of Slo-
vakia by 1.83 points, whereby we have now substantially
approached the level of our neighbours in comparison
with preceding years, when we recorded exactly the oppo-

site trend.
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The indicator economic
efficiency takes into
account economic growth,
monetary stability, deve-
lopment of the current
account in the balance of
payments, public finan-
ces and the rate of unem-
ployment. In the frame-
work of this indicator
there occurred a slight
decline in the case of all
the countries monitored,
approximately by 0.5 to
1 point.

In the framework of in-
debtedness the level ref-
lects an evaluation of the
country in relation to its
debt servicing in compa-
rison to exports, the cur-
rent account balance to
GDP and foreign debt to
GDP, as well as the state
of restructuring foreign
debt of the country. Here
Slovakia achieved the
highest number of points,
i.e. 20, which means first
place in the framework of
the monitored countries.

The credit rating, which
here represents the avera-
ge evaluation of the
country by the rating
agencies Moody's, Stan-
dard & Poor's and IBCA,
records from the aspect
of their development
a slight decline in the
monitored countries ot-
her than Slovenia and
Poland.

Access to international finance reflects the possibility of
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the country’s fast access to international capital will mar-
kets. A significant shift of several points ahead was recor-
ded in all countries other than Hungary.
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