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Foreword

Monetary development in the Slovak Republic in 1996 saw the further
strengthening of the Slovak koruna internal and external stability. The basic
objectives set by the National Bank of Slovakia for 1996 were fulfilled. The annual
rate of consumer-price inflation was at the level of 5.4%, lower than projected in the
monetary programme for 1996. Falling inflation had a stabilising effect on exchange-
rate policy, which continued to be the anchor of economic reform. The use and
widening of the fluctuation band, particularly during the second half of the year,
prevented the excessive inflow of short-term capital designed to profit from the
interest-rate differentials. Thus the Slovak koruna became one of the most stable
currencies among the transforming economies. The fluctuation band was used within
the range of £2% from central parity.

Monetary development in 1996 was accompanied by a high rate of growth in
basic monetary aggregates, particularly in the money supply and its main component
- bank credit. The growth in the money supply was significantly influenced by the
demand side of the gross domestic product, the growth of which was supported by
domestic demand. Foreign demand had a negative effect on GDP, whereas foreign
supply increased dynamically, as a result of which the trade balance gradually
deteriorated and its deficit reached Sk 64.5 billion at the end of 1996. As the service
balance also deteriorated in comparison with the previous year, the current account
of the balance of payments also resulted in a marked deficit in 1996. The imbalance
of foreign trade and the excessive growth in domestic demand compelled the
National Bank of Slovakia to revalue its monetary objectives and monetary-policy
instruments in July 1996, and to tighten its monetary policy with the aim of regulating
domestic demand with subsequent influence on the development of foreign trade.

The end-1996 results confirmed the justification of the steps taken by the NBS:
the rate of year-on-year growth in monetary aggregates slowed and the stability of
the Slovak koruna was maintained. A negative aspect was not only the growing
current account deficit, but first of all the unsuitable, i.e. consumer-based structure of
import and the structure of its financing by term.

One of the main problems of the Slovak economy, which delimits and restricts the
operating space of the central bank, is the process of economic transformation and
restructuring. The low inflow of long-term foreign capital in the form of direct foreign
investment and the growth in domestic demand, supported by the State budget deficit
and the development of infrastructural projects, represent further problems for the
financing of the trade deficit and servicing of the country's foreign obligations.

A dynamic element in monetary development was the increasing substitution of
the lending market by the capital market. Commercial banks financed business
projects and their demand for resources not only directly through bank loans, but
indirectly as well, through the purchase of corporate bonds and company shares for
their own portfolios. For this reason, the banking sector, after satisfying the demands
of enterprises and households for financial resources, did not have enough funds to
finance the needs of the government sector in December 1996.

In accordance with the goals of the Government and the NBS, the liberalisation of
the country's foreign exchange regime continued. The liberalisation of some capital
and financial account items was aimed at supporting the restructuring of the economy
by liberalising the acceptance of loans from abroad with maturities above three years,
which are in great demand within the Slovak economy. At the same time, long-term
trade and proprietary relations were also supported through the liberalisation of
international trade credits and direct investment in OECD countries.



The favourable results achieved in the area of inflation, the level of NBS foreign
exchange reserves (US$ 3,473 million, an amount 3.3 times greater than the average
volume of monthly imports) on the one hand, and the growing trade deficit and the
unsuitable structure of its financing on the other, will make increasing demands on
the conduct of monetary policy in the future. Under these circumstances, the Bank
Board of the National Bank of Slovakia approved, in December 1996, the Monetary
Programme of the NBS for 1997, based on suitable monetary-policy instruments.

Since March, the banking sector has been developing under new conditions laid
down under the new Banking Act, which has strengthened the position of banking
supervision and created a legal background for the introduction of mortgage banking
in Slovakia.

In 1996, the NBS continued co-operating with the IMF, the World Bank, BIS,
EBRD, and the EXIM Bank of Japan. However, the most significant activities resulted
from Slovakia's intention to join OECD and the EU. Negotiations about OECD
membership have not yet been completed. Over the course of 1996, the NBS took
several measures aimed at liberalising capital account payments. The Bank is
prepared to maintain the ongoing trend of liberalisation. The activities aimed at
gaining membership in the European Union, in which the Bank takes an active part,
represented a significant step towards improvement in the position of Slovakia. We
assume that activity in this area will intensify with the approach of the date when the
final decisions on EU membership are to be made.

Over the course of the year, the volume of currency in circulation increased
significantly. Apart from monetary consequences, this development led to increased
demand for new banknotes. This, along with the need for the replacement of worn
and torn banknotes, the change in the structure of notes in circulation with the issue
of more Sk 5,000 and Sk 200 banknotes, and the growing number of coins in
circulation, increased expenditure on the issue of new notes and coins. The number
of seized counterfeits also increased, particularly that of poor-quality Sk 1,000
counterfeit notes. However, the safety of Slovak banknotes is still very high.

An inevitable condition for the successful completion of the transformation
process is continuation in the restructuring of enterprises as well as the banking
sector. The precondition of favourable macroeconomic and monetary development is
a harmonised action and orientation of the government and the central bank in
reducing domestic demand through restriction on bank lending to the economy,
reduction of government spending, and ensuring a reasonable rate of wage increase,
i.e. not exceeding the growth of labour productivity.

The basic and primary task in 1997, should be the search for internal
mechanisms for increasing domestic savings (from the macroeconomic as well as the
microeconomic point of view), and improving and maintaining the competitiveness of
exports and production in general, so that the Slovak Republic could take an active
part in international economic co-operation and division of labour.

May 1997

Vladimir Maséar
Governor
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A. Economic Development

in 1996



1. THE WORLD ECONOMY

1.1 Global Trends of Macroeconomic Development
1.1.1 Dynamics of Growth

The development of the world economy in 1996 was induced by some long-term
trends in the dynamics of growth in individual global groupings while, at the same
time, certain short-term aspects influenced the business cycle, particularly on the
European continent.

The group of OECD countries recorded a relatively moderate rate of economic
growth which - expressed as a year-on-year increase in gross domestic product
(GDP) - reached 2.4%. Nevertheless, there were substantial differences among
OECD-member states in the dynamics of their economic growth.

The economy of the United States, growing moderately from the early 1990s,
recorded a growth of 2.4% in GDP year-on-year. Probably, the only remarkable
deviation from this long-term trend occurred in the second quarter of 1996, when the
rate of year-on-year growth almost doubled (to 4.7%). In spite of this, the Federal
Reserve System decided not to raise interest rates in anticipation of a gradual decline
in the rate of growth. The housing development scheme, government consumption
and inventory growth were the main factors of economic growth.

The economic development in Japan in 1996, showed signs of recovery from a
lengthy recession when, encouraged by low interest rates and high volumes of public
investment, Japan recorded the highest rate of GDP growth (3.6%) among all G7
countries. Japan's economy was going through a phase of major structural change
introduced in reaction to the process of globalisation. The economy opens up
domestic markets to foreign competition and, as the domestic demand rises, imports
quickly follow. Domestic producers have been quick in relocating their capacities to
cover a substantial portion of the domestic demand from abroad. The ongoing
process of a certain standardisation of the social and economic development in
Japan indicates that the high rates of Japanese economic growth in previous
decades are unlikely to recur.

The rate of growth in the countries of the European Union (EU) slowed down and
the EU, as a whole, posted a 1.6% GDP growth. The slowdown in the rate of
economic growth in the EU in 1996, can be attributed, apart from business cycle, to
the cautious fiscal policy and a generally shared interest in meeting the Maastricht
criteria for accession to the European Monetary Union.

The economies of South-East Asia maintained their generally high rate of growth,
although typical of this part of the world are notable differences in the dynamics of
growth in individual countries. The long-term dynamics of growth of the four "Asian
tigers" (South Korea, Taiwan, Hong Kong and Singapore) slowed down (to the level
of 5-7% GDP growth year-on-year), while economic growth accelerated in Indonesia,
Thailand, Philippines and Vietnam (6-9% year-on-year). Following the strong
economic expansion in China, which lasted several years, the rate of growth
slackened in 1996, although it still approached 10%. A relatively high rate of
economic growth (5-9%) was achieved, too, in the majority of Latin American
countries.

The pace of growth in the transforming economies of Central and Eastern Europe
slackened somewhat (approximately by 1% in CEFTA countries). This slowdown is
attributable to the fact that the EU-member states, as major trading partners for CEE
countries, are currently on the descending curve of the business cycle. The



contraction of export opportunities and the growing domestic demand resulted in a
general increase in the foreign-trade deficit (from 5% to 10% of GDP). The recession
in the Russian Federation intensified further (GDP fell by 6.4% compared with a 4-%
decline in 1995); the balance of trade recorded a surplus of US$ 28 billion.

1.1.2 Inflation

Price development in global terms was favourable without disturbing the longer-
term trend of disinflation. The rate of 1996 inflation (expressed in terms of the
consumer price index) in the OECD (28 member states, including Czech Republic,
Hungary and Poland) reached 4.7% (compared with 3.0% in 1995). Without Turkey
(where prices grew by 80%), inflation in OECD states averaged 3.3%. This rate of
inflation is a result of two mutually contradictory phenomena: while, on one hand,
inflation in the EU fell to 2.4% (from 3.3% in 1995), two of the three newly accepted
and obviously 'more inflationary' economies (Poland and Hungary) recorded two-digit
rates of inflation at the level of 20%.

Regarding the group of OECD countries, consumer prices grew at a relatively
faster pace in the USA, where the annual rate of inflation reached 3.3%, while
inflation in Japan in 1996, fluctuated around the symbolic level of 1%.

Efforts to slash the rate of inflation in the traditionally inflationary region of Latin
America had various success. On the other hand, the dynamic economic growth in
south-east Asia did not put excessive pressure on the growth of consumer prices.
Inflation rates in the countries of the region reached acceptable levels (5-8%). A
substantial reduction in inflationary pressure was achieved in China, where the
annual inflation rate dropped to 6.6% (from 15.4% in 1995).

The moderate growth in consumer prices in 1996, is attributable to the relative
stability of producer prices which, in EU countries, grew by less than 2%, in the USA
by 2.8% and in Japan by 0.9%.

1.1.3 Unemployment

At a generally moderate rate of economic growth, the level of unemployment in
OECD countries was not substantially different from that of 1995, reaching 7.8%.
Unemployment in the USA slightly dipped to 5.3%. Although unemployment in Japan
was low in global terms, it was relatively high (3.3%) by Japanese historical
standards. Even though the rate of unemployment in the EU decreased, it still
remained at a two-digit level in 1996 (10.9%).

1.2 The European Union

121 Dynamics of Growth

Economic development in the European Union in 1996 was influenced by a
general effort by governments of the member states to further approximate their
respective monetary and financial indicators to the convergence criteria that the
Maastricht Treaty set forth for membership in the monetary union scheduled for 1999.
In addition to being in the descending phase of the business cycle, the cautious
financial policy of the EU-member states - oriented towards shrinking budget deficit
and government debt - slowed the dynamics of their economic growth even further.

In 1996, GDP in most EU countries grew at a rate of 1.8-2%. The highest rate of
GDP growth was recorded in Ireland (5.6%); the economies of Great Britain and
Finland also grew fairly dynamically (2.4% and 3.0% respectively). On the other



hand, the largest economies in the continental part of the EU - Germany, France,
Belgium and Austria - recorded a GDP growth of around 1% year-on-year.

One of the remaining problems in the economic development of the EU-member
states is the high rate of unemployment which, given the sluggish rate of economic
growth, continues to exceed 10%. In 1996, Spain reported the highest rate of
unemployment (22.5%). Unemployment in Ireland (13.4%), Finland (16.3%), France
(11.7%) and lItaly (11.8%) was higher than the EU average.

1.2.2 Heading Towards Monetary Union - Meeting the Maastricht Criteria

Following the substantial progress achieved by EU-member states in previous
years in meeting the Maastricht criteria for accession to the monetary union in
converging their inflation and interest rates, and in stabilising the currency exchange
rates, rehabilitation of public financing was high on the agenda in 1996.

The 1996 price development in the EU was stabilised. With the exception of
Greece and ltaly (where inflation reached 8.3% and 3.9%, respectively), all EU
members complied with the Maastricht criterion for the rate of inflation, which
spanned from -0.4% (Sweden) to 3.2% (Spain).

The process of converging interest rates was also successful. Except for Portugal
and Greece, where the rates of interest on government bonds fluctuated during the
year between 10% and 15%, respectively (albeit with interest rates in these two
countries falling as well), interest rates in the remaining EU countries moved within a
narrow band, from 5.1% (Austria) to 7.67% (Great Britain). However, given the levels
at which some EU countries maintained their interest rates at the beginning of 1996,
only 10 EU members complied with the Maastricht criterion, because three countries
reduced their interest rates substantially enough only over the course of the year.

The exchange rates within the Exchange Rate Mechanism (ERM) of the
European Monetary System in 1996 remained relatively stable. This favourable
development was supported by the revaluation of the US dollar versus the German
Mark which, in principle, was occurring throughout the entire year. Two years after
joining the EU. Finland also announced the inclusion of its currency in the ERM.

Results in the consolidation of public spending were less favourable. A number of
EU countries did not manage to lower the size of their public sector deficit to
desirable dimensions even in 1996. The tight criterion of 3% of GDP was met only by
three countries, four had their deficit at the level of 4% and five at the level of 5% of
GDP. However, the relatively vague formulation of the Maastricht criterion (which
allows for short-term excesses), enables various loose interpretations of the results,
whereby the public finance situation in only about a half of all EU countries can be
considered satisfactory.

Similarly, the criterion of 'sufficiently convincing' reduction of government debt to
the maximum level of 60% of GDP allows for a certain discretion in evaluating the
results achieved in individual countries by the end of 1996. Except for Luxembourg,
which is atypical because of its historically symbolic dimension of government debt,
only France and Great Britain managed to dip several points below the 60% limit.
Indicators slightly above 60% were recorded in Germany (61.5%) and two other
countries. Government debt in six countries spanned from 70 to 80% of GDP.
Greece, ltaly and Belgium continue to show the highest rate of government
indebtedness, which exceeds 100% of GDP.



1.3 Financial and Commodity Markets

A dominant characteristic of developments in the world financial market in 1996
was the appreciation of the US dollar against Japanese yen (from 103 JPY/US$ in
December 1995 to 114 JPY/US$ in December 1996) and German mark (from 1.44
DEM/US$ in December 1995 to 1.55 DEM/US$ in December 1996). The exchange
rate of the dollar was growing throughout the year. This trend slowed down in the
middle of the year as markets expected Japanese interest rates to go up due to the
faster-than-projected GDP growth in the first quarter. On the countrary, political
uncertainty in Japan and apprehension of the impact which the increase in oil prices
would have upon the Japanese economy pushed the yen down in the last quarter of
1996.

The development of US$/DEM exchange rate was not that straightforward. The
dollar appreciated mainly in the first half of the year (in May, DEM recorded its 16-
month low at 1.54 DEM/US$), then it started to fall and hit 1.48 DEM/US$ in August
only to pick up in the last months of the year. The depreciation of the mark against
the dollar in 1996 was due to the unfavourable economic situation in Germany. The
growth failed to accelerate despite supportive interventions by the German
Bundesbank that, in April, lowered the discount and Lombard rates to 2.5% and 4.5%
respectively (i.e. by 0.5 percentage points), and, in August decreased its REPO rate
too, from 3.3% to 3.0%.

Prices on the world commodity exchanges in 1996 declined. The aggregate dollar
index, reflecting all traded items, reached 106.9 (1990 = 100%) and, in year-on-year
terms, the decline was 3.2%.

Contrary to commodities, oil prices on the world market increased. The high level
of demand for oil products pushed the prices of oil up and, as a consequence, oil
companies used oil from stocks which, in the USA alone, fell at the end of September
to the lowest level in the past 20 years. The price of oil (Brent) reached US$ 24.55
per barrel (against US$ 18.45 from the beginning of January) and decreased only
slightly to US$ 24.13 per barrel towards the end of the year. The price growth
reached an average of 21.2% year-on-year (from US$ 17.05 to US$ 21.66 per
barrel). The price of Ural oil followed the development of Brent and grew by 20.9% to
US$ 19.99 per barrel (from US$ 17.66 in December 1995, to US$ 23.30 in December
1996).

1.4 World Trade

For quite some time, world trade has been growing at a faster rate than the world
output. In 1996, the volume of world trade grew by 6.9%, with the dynamics of growth
lower in the industrialised countries (5.4%) and the participation of the developing
and transforming economies (a 10.4% growth in volume) in the international
exchange of goods becoming more intensive.

Compared with 1995, the overall dynamics of growth in international trade slightly
slackened. This was due both to the slowdown in economic growth in Europe and the
reduction in the volume of exports by the newly industrialised nations of south-east
Asia caused by the unfavourable impacts which the weakened yen had upon their
import and export conditions. On the other hand, the global trend towards
international specialisation and further liberalisation of trade helped to keep the
volume of world trade high in 1996.

10



2. ECONOMIC DEVELOPMENT OF TRANSITION
ECONOMIES OF CENTRAL EUROPE

The development in the CEFTA group of countries in 1996, i.e. in the seventh
year of their economic reform, was characterised by a continued revival, although at
a slower pace than in the previous year. Domestic consumption increased at a faster
rate than the growth in domestic output and thus the consumer and investment
demand had to be covered from sources abroad, which, in turn, created a deficit in
the balance of payments. Positive aspects include the gradual decrease in the rate of
inflation and a slight decrease in the rate of unemployment.

In 1996, CEFTA member countries took another step towards becoming more
involved in wider international groupings. Following the admission of the Czech
Republic to OECD in the previous year, Hungary and Poland became members in
1996. The association agreement between Slovenia and the European Union was
also signed in 1996 to take effect in 1997.

2.1 Development of Gross Domestic Product

The transforming economies of Central Europe in 1996 recorded a GDP growth
lower than in the year before. From among these countries, Slovakia and Poland
maintained the highest dynamics of growth.

The rate of growth slackened slightly in the Czech Republic and Slovenia. As a
consequence of stabilisation measures adopted in 1995, Hungary managed to
maintain its rate of economic growth only at a minimum level.

Development of real GDP - change against previous year (%)
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2.2 Price Developments

Except for Hungary, the rate of inflation in CEFTA countries is going gradually
down. In 1996, the most moderate rate of growth in consumer prices was recorded in
Slovakia, the Czech Republic and Slovenia, with year-on-year inflation reaching
single-digit levels. As for Poland and Hungary, their economic growth was
accompanied by inflation of 20% and 24% respectively.



MacroeconomicresultsintheCEFTAgroupofcountries

Slovakia Czech Poland Hungary Slovenia
Republic

Index of GDP growth (%)
1994 4.9 2.6 5.2 29 4.9
1995 6.8 4.8 7.0 15 35
1996 6.9 4.4 6.0 0.5 2.6
Consumer Price Index (%)
1994 134 10.0 32.2 18.8 19.8
1995 9.9 9.1 27.8 28.2 12.6
1996 5.8 8.8 19.9 23.6 9.7
Unemployment rate (%)
1994 14.8 3.2 16.0 10.9 14.2
1995 13.1 2.9 14.9 10.9 145
1996 12.8 3.5 13.6 10.7 14.4
Balance of payments current
account (% of GDP)
1994 4.7 -0.1 -1.1 -9.9 37
1995 37 -2.9 -2.0 -6.3 -0.0
1996 -7.3 -7.1 -0.4 -3.2 -1.3
Budget balance (% of GDP)
1994 -5.2 10 -2.7 -7.3 -0.2
1995 -1.6 0.6 -2.6 -2.4 -0.0
1996 -4.4 -0.1 -2.8 -3.8 0.0

2.3 State Budget

Only Slovenia closed 1996 with a balanced government budget. After several
years of budget surpluses, the Czech Republic reported a deficit of 0.1% of GDP, the
deficit in Poland neared 3% and deficits in Hungary and Slovakia reached 3.8% and
4.4% of GDP respectively.

2.4 Labour Market

The proportions in the rates of unemployment among individual countries
remained unchanged again in 1996. Unemployment grew slightly in the Czech
Republic and Hungary (with the lowest unemployment in this group of countries),
while other countries reported decreases.

Development of unemployment rates (%)

Slovakia Czech Republic Poland Hungary Slovenia

u 1993 0 1994 0 1995 O 1986
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2.5 Foreign Trade

Imbalance between the rates of growth in exports and imports is a long-term
problem in CEFTA countries. The size of the 1996 trade balance deficit in individual
countries reached a level that, in all CEFTA countries, resulted in a deficit in the
current account of the balance of payments.

This problem indicates that the pace of restructuring at corporate level is not
sufficient. The gradual opening up of economies and orientation of their trading
towards developed market economies also played a role in this and increased the
sensitivity of these countries to the course of the business cycle in developed
economies.

The diagram below, called 'magic quadrangle, illustrates the results of interaction
between government economic policy and monetary policy in the fields of GDP
growth, labour market, price developments and the current account of the balance of
payments in 1996. Values of individual indicators are shown on the four axes of the
diagram; the further from the intersection, the more favourable the indicators are. The
larger the size of the quadrangle, the better the results.

Basic macroeconomic indicators for 1996

Unemployment rate %

Inflation % Growth of GDP in %

=1
T0
T1
T2
-3
Current account balance in % of GDP

Slovakia Czech Republic Poland Hungary Slovenia

Looking at the results, it is obvious that none of the five countries experienced
balanced development in all four areas. Slovenia and the Czech Republic were most
successful in bringing the rate of inflation down. However, economic growth driven by
the domestic demand was, to a large extent, fuelled by using foreign resources which
was reflected in a substantial increase in the deficit in the current account of the
balance of payments. Polish economic growth continued to be accompanied by a
high rate of inflation and a fairly high level of unemployment. Slovenia recorded
single-digit inflation. However, the economy grew at a slower pace than in previous
years and unemployment is still high. Hungary had the lowest dynamics of real GDP
growth and the highest rate of inflation. However, the development of the current
account of the balance of payments is gradually improving.
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B. Report on Monetary Development

in the Slovak Republic in 1996



1. ECONOMIC DEVELOPMENT

The year 1996 was already the third year of economic growth for the Slovak
Republic. When compared with the figure for 1995, real gross domestic product
(expressed at constant 1993 prices) increased by 6.9%, reaching Sk 443.3 billion at
the end of 1996. Regarding the generation of GDP, the tertial sector was the most
important (services, trade, communications); with regard to application, the key factor
was domestic demand. The share of the private sector in GDP generation increased
to 76.8%, from 62.6% in 1995.

The average rate of inflation, expressed in terms of consumer-prices, fell in 1996
to 5.8%, from 9.9% in 1995. Over the course of the year, the rate of year-on-year
inflation dropped from 6.4% in January, to 5.4% in December and, at the same time,
the average monthly rate of inflation fell by 0.15 points, to 0.45%.

The Slovak economy employed an average of 2,036.4 thousand persons,
representing an increase of 0.8% compared with the figure for 1995. The rate of
unemployment fell by 12 points, reaching a level of 12.6%, while the average
number of registered unemployed was 324.3 thousand.

1.1 Price Development

A factor stabilising the general level of consumer prices in 1996 was the
development of food prices. Compared with the previous year, the rate of increase in
food prices decreased almost three times. The consumer prices of foodstuffs,
representing 30% of final household consumption, rose by an average of 4%. The
price of potatoes, potato products, and fats were lower than a year earlier. The most
significant increases were recorded in the price of eggs and egg products; non-
alcoholic beverages; flour-milling, bakery, and pastry products; sugar, sweets, and
confectionery goods.

The administrative measures taken over the course of the year did not accelerate
the rate of price inflation. The rise in the general price level was moderated by a
reduction in the basic rate of value added tax from 25% to 23% in January, and the
import surcharge from 10% to 7.5% in July. The cut in these expense items was not
reflected in a fall in the level of consumer prices; however, it slowed the rate of
increase in the general price level. If unpaid taxes in the entrepreneurial sector were
accounted for as profits, then the accumulation of resources would not have to be
solved through a marked increase in prices to the detriment of the final consumer.
The adjustment of regulated prices had a moderately increasing effect on the level of
consumer prices. The most significant increases were recorded in the price of fuels,
electricity, water supply, Pharmaceuticals, and postal services. The price adjustments
were spread over the whole year, so that there would be no sudden changes in the
development of consumer prices. As the deregulation of prices increased the costs of
production inputs (especially fuel and electricity prices), the increased cost was
reflected in consumer prices influencing the course of inflation. The indirect effects of
price adjustments were insignificant in 1996.

The correlation between favourable development of food prices and the gradual
price deregulation created conditions for a slowdown in the rate of base inflation,
which is incorporated in the system through the market mechanisms of the
transforming economy. The price increase from the beginning of the year, without
components of seasonal and administrative nature, represented roughly 80% of the
achieved rate of inflation.
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Development of inflation (%)

Development of consumer price indices by consumption

Consumer Price Index
(same period of last year = 100)
December 1996 Average since January
Goods and services in total 105.4 105.8
Foodstuffs 103.3 104.0
Non-food products 106.5 106.8
Public catering 106.0 105.9
Services 105.3 105.7

Development of consumer prices in 1996
(same period of the previous year = 100)

108

107

106

105

104

103

102 + t } t t t + t t t —

Jan. Feb. Mar. Apr. May Jun., Jul, Aug. Sep. Oct. Nowv. Dec.

Consumer . Foodstuffs TTT* 7" Nondood Public === Senices
goods in total products catering

Regarding the structure of consumption, the most significant price increases were
recorded in the category of non-food products. This development was due to an
increase in consumer demand for industrial goods in connection with the effects of
price deregulation. Above-average increases were recorded in the price of culture,
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footwear, leather goods, fuels, and textiles. The level of prices in the category of
cultural needs (including books, journals, newspapers, etc.) rose due to the rapidly
increasing production costs in the printing industry. The prices of footwear, leather
goods, and textiles increased at a much faster rate than production costs.

The price of services and public catering recorded the same increase. In the
category of services, the most significant increases were recorded in the price of
education, culture, entertainment, sport, and recreation. The rise in the price of the
above services is not restricted by price deregulation, and is not directly influenced by
competitive import prices, for services belong to the category 'goods non-tradeable
on foreign markets'.

Comparison of consumer and producer prices

Average price index (same period of last year = 100) 1993 1994 1995 1996
Consumer prices 123.2 113.4 109.9 105.8
Industrial producer prices 172 110.0 109.0 104.1
Construction prices 1241 111.0 112.0 115.0
Building material prices 113.6 109.2 112.2 107 .4
Agricultural prices 114.6 110.8 103.3 104.7

The slowdown in the rate of inflation was due partly to the favourable
development in industrial producer prices. The average rate of year-on-year growth in
industrial prices slowed to 4.1%, from 9% recorded in 1995. The prices of paper, non-
ferrous metals, fuels, power, and clothes fell below the level of the previous month.
The most significant price increases were recorded in the printing industry (19.6%),
due primarily to a rise in import prices, high import demands of the sector, and a
marked rise in wages. The price level in the food industry rose by 4.4%.

Agricultural prices rose at a faster rate than the producer and consumer prices of
foodstuffs. Compared with the level of the previous year, the rate of increase in
agricultural prices accelerated by 1.4 points, to 4.7%. The price of vegetable products
rose by 9.1%, and that of animal products by 1.5%.

Development of producer and consumer prices in 1995-1996
(same period of the previous year = 100)
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Within the price categories under review, the most rapid increase was recorded in
the price of construction work (15%). In 1996, the rate of increase in construction
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prices accelerated in comparison with the previous year. At the same time, the prices
of building materials increased at a slower rate than in 1995. The prices of materials
and products used in construction recorded an increase corresponding to a half of
the annual rise in the price of construction work. One of the reasons behind the
dynamic advance in construction prices was the increased demand for construction
work. Regarding the level of expenses, wages in the construction industry recorded a
relatively fast increase. With regard to the high wage costs, this factor was also
responsible for the accelerated increase in price levels.

The general price level, the fluctuations of which are expressed by the GDP
deflator (preliminary data), rose by 5.5% year-on-year (in 1995 by 9.3%). The most
significant price increase (7.5%) was caused by final consumption in State
administration. Unlike the other components of GDP, the rate of price increase in this
category accelerated in comparison with the figure for 1995. While the rise in export
prices (4.1%) was in harmony with the rate of increase in domestic producer prices,
the level of import prices rose by 6.3%. The development of import prices was most
influenced by a marked increase in the price of raw materials for power industry -
crude oil and natural gas. Food and industrial prices on world markets increased at a
slower rate. The level of import prices rose at a faster pace than that of domestic
prices. In the future, this development may lead to a rise in both producer and
consumer prices.

12 Gross Domestic Product

After a revival in 1994, expressed in terms of growth in gross domestic product
(4.8%), economic growth continued at an increased rate in both 1995 (6.8%) and
1996 (6.9%). Regarding the structure of supply and demand, however, the
development was qualitatively different in comparison with that during previous years.

Development of real GDP
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Aggregate Supply

Gross production in current prices reached Sk 1,475.5 billion, representing an
increase of 18.8% compared with the figure for 1995. A faster rate of growth was
recorded in intermediate consumption (21.9%), which influenced the level of the
added value. With regard to the creation of gross domestic product (GDP), a decisive
indicator is the added value. lts rate of increase accelerated by 13.5% year-on-year,
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but the growth in intermediate consumption reached 21.9%. This unfavourable trend
was recorded already in 1995 (the growth in intermediate consumption was higher by
4.5 points). The excess of growth in intermediate consumption over the increase in
added value almost doubled in 1996.

Creation of gross domestic product (Sk billions, current prices)
1995 1996 Index 96/95
Gross production 1,242.2 1,475.5 118.8
Intermediate consumption 779.6 950.5 121.9
Added value 462.6 525.0 1135
Other (including input banking services and products) -5.2 -2.0 385
Indirect taxes 57.7 58.3 101.0
GDP at market prices 515.1 581.3 112.9

The development of the added value indicates that the structure of the economy
is still unsuitable: it is dominated by production oriented to the simple processing of
raw materials and products with high material, power, and import intensity and less
added value.

In terms of sectors, the most dynamic year-on-year increase in added value was
achieved in non-market services and construction, whereas the lowest figure was
recorded in industry.

Added values in selected sector (Sk billions, current prices)
1995 1996 Index 96/95
Agriculture 29.0 30.2 104.1
Industry 147.1 152.8 103.8
Construction 23.8 275 1155
Market services 211.0 240.9 114.2
Non-market services 63.6 77.9 122.6
Other 40.6 52.0 128.1
GDP at market prices 515.1 581.3 112.9
Services

A sector which maintained its dominant position in terms of GDP formation was
that of services. The proportion of services to GDP (at current prices) rose to 54.8%,
representing an increase of 15 points year-on-year. With regard to GDP growth,
services represented a key sector, with an 84.3% share of the growth in GDP.

With a growth rate of 16.1%, services ranked second in GDP formation after item
‘'other' (increased by 28.1%), which covers indirect taxes, profits from stocks, input
banking services and products, changes in indirect taxes related to production, etc.
An increasing rate of year-on-year growth was recorded in both market and non-
market services.

The volume of services was dominated by market services (with a share of
75.6%, i.e. Sk 240.9 billion), especially trade, transport, and telecommunications
(representing 69.5% of market services).

The volume of retail sales grew at current prices by 13.1% and at constant prices
by 7.0%, representing an increase of 5 points year-on-year. The share of private
enterprises of the volume of realised retail sales increased to 94.6%, from 91.7% in
1995.

The source of growth for the service sector was due to a marked increase in
domestic demand, in both investment demand and final household consumption. The
growth in demand gradually created room for the development of new types of
services, especially in the area of real estate, computer engineering, leasing of
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machines and equipment, other commercial services, recreation, sports, and cultural
activities, etc. The development of receipts from these services (except real estate
services) was quite dynamic and exceeded the rate of GDP growth, e.g. computer
engineering services increased by 21.4%.

The volume of freight transport experienced a moderate decline (0.3%); the
sharpest decreases were recorded in water transport (14.9%) and railway transport
(4.5%). The decrease in dynamism of freight transport was a reaction to the
slowdown in the rate of growth in industrial production, as well as imports.

In 1996, the most rapid increase was recorded in telecommunications (32.5%):
their share of GDP increased to 25.0%, from 21.3% in 1995. The dynamic
development of this sector was due to the growing domestic demand for investment,
and reaction to the increasing imports of investment nature.

Industry

As a result of a marked year-on-year fall in the volume of added value in the
categories of coke, refined oil products and nuclear fuel (by 22.3%); wood working
(by 12.1%); pulp and paper (by 11.4%); the sector of industry (within the category of
enterprises with more than 25 employees) recorded a fall of 0.5% in added value.
The rise in the value of this indicator in the categories of food processing, beverages,
electrical and optical instruments, and especially in the production of vehicles did not
influence the total results of the sector.

In parallel with the decline in the volume of added value, the share of industry in
GDP gradually decreased, from 28.7% in 1994, to 28.6% in 1995, and to 26.2% in
1996.

This trend was recorded in each production sector, except for the manufacture of
machines, electrical equipment, and vehicles, where the share of GDP remained
unchanged in comparison with 1995.

The volume of industrial production reached Sk 531.8 billion (at current prices),
exceeding the level of 1995 by Sk 34.6 billion. With regard to the rate of growth, this
was the lowest increase recorded in the past three years (104.8% in 1994; 108.3% in
1995; and 102.5% in 1996).

With regard to sectors, the most dynamic development was recorded in the
manufacture of vehicles, particularly motor vehicles, wagons, and ships (a growth of
22.1%). A downward trend was recorded mainly in the textile and clothing industry,
coke production, oil refining, nuclear fuels, and wood working.

Regarding the form of ownership, the volume of production in the private sector
increased year-on-year by 8.3%, while production in the public sector declined by
7.9%.

The volume of exports in industry declined, reaching only 94.9% of the level of
1995. In comparison with previous years, the proportion of exports to total sales and
industrial production was as follows:

Volume of exports Share in %
(Sk billions) of sales of industrial production
1994 171.2 40.4 48.8
1995 212.5 43.2 50.7
1996 201.7 38.3 445
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Construction

After a moderate revival in 1995, the favourable trend in construction continued in
1996. The volume of construction work reached Sk 62.0 billion (at current prices),
representing the highest figure since 1994.

1994 1995 1996
Volume of construction work (in Sk bllions) 45.8 51.5 62.0
Year-on-year index of growth 93.2 102.7 104.4

Despite the achieved results, the development in construction industry cannot be
regarded as dynamic with regard to the price levels of building materials (which rose
by 7.4% year-on-year) and construction work (increased by 15.0%). The share of
construction in the creation of GDP increased year-on-year by a mere 0.1 percentage
points, to 4.7%.

In comparison with 1995, the structure of construction orders at companies with
over 25 employees changed in favour of domestic orders:

Index
1995/1994 1996/1995
Domestic construction work 97.5 122.7
Construction work abroad 142.6 55.9

With regard to domestic construction orders, the most significant year-on-year
increase was recorded in the volume of new construction projects, reconstruction,
and modernisation (by 27.3%), due primarily to growth in investment demand. The
volume of maintenance and repair work fell by 6.4%.

Agriculture

The significance of agriculture for society is substantially greater than contribution
to gross domestic product, which reached 4.7% in 1996, representing a year-on-year
decrease of 0.35 percentage points. This proportion is still high in Slovakia in
comparison with advanced EU countries (below 3.5%).

In 1996, weather conditions negatively affected the grain crop, the volume of
which (3.3 million tons) was 4.8% lower than in the previous year. To eliminate the
shortage of grain until the next harvest, the Government gave permission for customs
free import of 260 thousand tons of grain until 30 June 1997, and for an increase in
the 1997 State budget (Sk 600 million) for the purpose of financing an intervention in
the wheat market.

After a certain improvement in animal production in 1995, the number of farm
animals was again reduced in the main categories (cows by 4.0%, pigs by 4.4%), and
the parameters of effectiveness also deteriorated, particularly those relating to the
cattle-feed and reproduction.

In 1996, the purchase price of agricultural products increased, for the first time
since the beginning of transformation, at a faster rate (4.7%) than the price of food
producers (4.4%) or the consumer price of foodstuffs (4.0%). On a year-on-year
basis, the price of agricultural inputs increased twice a fast (by 9.4%).

A persisting problem facing the agricultural sector was the deterioration in the

balance of foreign trade. In 1996, the negative balance of Sk 12.6 billion (according
to valid tariff rates) accounted for 22.5% of Slovakia's trade deficit (excluding imports
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within the scope of unblocking receivables) and represented an increase of Sk 5.5
billion (43.7%) compared with the level of 1995. The increase was due to the surplus
of wheat exports in 1995 (Sk 2.6 billion), and the deficit arising from the demand for
wheat imports in 1996 (Sk 1.0 billion). While the exports of agricultural food products
were dominated by raw materials and semi-products, the key import items were
finished products, including commodities for the production of which suitable
conditions exist in Slovakia (wheat, meat, bakery's goods, fruit juices, spirit, etc.) The
low competitiveness of Slovak products on foreign and domestic markets was due,
among other reasons, to the strict protection and support of producers in EU
countries (in the EU, the average amount of farm subsidy for 1 ha of arable land is
ECU 317; in the SR, the subsidy amounts to ECU 76, which is less than 24%).

As part of monetary policy, the National Bank of Slovakia had used a special
system of trading in bills of exchange issued for the financing of the needs of
agriculture since 1994. In 1996, the volume of trading was set at Sk 1.5 billion and
was utilised to 100%. The system of lending for the support of seasonal agricultural
work by commercial banks was further improved.

Review of bills-of-exchange transactions

(Sk millions) (%)
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1/ Volume earmarked for the support of agriculture: Sk 1,500 million.
2/ Volume earmarked for export promotion: Sk 750 million.

Aggregate Demand

The overall economic growth in 1996 was due primarily to the situation in the area
of demand and its structural development.

With regard to the utilisation of GDP, the main source of economic growth was
domestic demand (an increase of 21.1%). In contrast with 1994 and 1995, the GDP
growth in 1996 was unfavourably influenced by the development of foreign demand
expressed in terms of 'net exports of goods and services'. The analysis of trends has
revealed that domestic demand exceeded domestic supply, which resulted in a deficit
in the current account of the balance of payments in 1996, accompanied by a decline
in exports and a marked increase in imports.
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StructureofGDPintermsofutilisation

Current prices Constant prices 1993

1994 1995 1996 1994 1995 1996

Sk |Share| Sk |Share| Sk |Share| Sk |Share| Sk |Share| Sk |Share
billion | in% | billion | in% | billion| in% | billion| in% | billion| in% | billion| in%

GDP 441.3|100.0|515.1|100.0|581.3| 100.0| 388.1| 100.0|414.5| 100.0|443.3| 100.0
Final household consumption 222 6|50.44|252.6| 49.0/286.1| 49.2/196.0| 50.5/202.7| 48.9|217.2| 49.0
Final government consumption | 96.4| 21.8/104.0| 20.2/138.8| 23.9| 82.6| 21.3| 83.9| 20.2/104.2| 235
Gross fixed capital formation 130.0| 29.5/150.6| 29.2|212.7| 36.6|114.6| 29.5/121.2| 29.2|161.6| 36.5

Change in stocks -27.4| -6.2| -3.8/ -0.7| 91| 16|-26.1] -6.7| -3.5| -0.8 65 15
Exports 287.8| 65.2|325.8| 63?|334.0| 575|260.0| 66 9|269.2| 64 9|?650| 59.8
Imports 263.4| 59.7|316.4| 61.4/398.3| 68.5239.5| 61.7|262.4| 63.3/310.9| 70.1
Balance 24.4| 55| 9.4| 18|-64.3|-11.1| 205 53| 6.8 16|-45.9|-10.4
Statistical discrepancy 47| -11] 23| 04| -11] 02 05/ 01| 34| 08| -03 -0.1

The most dynamic component of domestic demand was gross fixed capital
formation, which increased by 42.8% year-on-year. The growth in this area of
domestic demand was influenced by an increase in investment demand (gross fixed
capital formation) and a rise in stock levels. The high share of fixed capital was
created primarily in the non-financial sector (61.3%) and the household sector
(19.9%). The growth in investment demand was significantly supported by the
processing industry (chemical and oil industries).

Investment in machines, with a 48.3% share in total investment, was directed
primarily to trade and services, e.g. equipment for motor-vehicle repairshops,
commercial facilities, etc. (Investment in ‘reputation’ instead of production).
Investment in research and development continued to be very low (the proportion of
intangible investments to total investment was 3.3% in 1996). Investments were
directed largely to non-productive sectors (highways, infrastructure, hydro-electric
and other power projects), the implementation of which is not directly reflected in
quality improvement and production structure, while their indirect effects on the
economy will be possible to evaluate only on a long-term basis.

Development of investment and savings (Sk billions, current prices)
1993 1994 1995 1996
Gross domestic product 369.9 441.3 515.1 581.3
Gross investment 101.0 102.6 146.8 221.8
Gross fixed capital formation 120.7 130.0 150.6 212.7
Change in stock level -19.7 -27.4 -3.8 9.1
Net imports of goods and services -20.5 24.4 94 -64.3
Exports of goods and services 227.8 287.8 325.8 334.0
Imports of goods and services 248.2 263.4 316.4 398.3
Gross savings 80.5 127.0 156.2 157.5
Investment rate (%)Y 27.3 23.3 28.5 38.2
Savings rate (%)% 21.8 28.8 30.3 27.1

1/ Proportion of gross investment to gross domestic product.
2/ Proportion of gross savings to gross domestic product.

The marked increase in investment demand is documented by the development
of investment (investment rate increased in 1995 by 4.8 points, in 1996, by as much
as 9.7 points). In 1996, this trend reached a level, the exceeding of which may
endanger the country's macroeconomic balance and raise the level of inflation. The
accelerating growth in gross investment was accompanied by a slowdown in the rate
of gross savings. The rapid increase in the savings rate, which reached 7 points in
1994, slowed to 1.5 points in 1995, and dropped by a further 3.2 points in 1996.

The excess of investment rate (38.2%) over the savings rate (27.1%), which
reached 11.1 points in 1996, representing a significant year-on-year increase and
exerted pressure on the replenishment of domestic savings from foreign resources.
This fact was reflected in the growing deficit in the balance of payments current
account and the imbalance of foreign trade.
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The overall gross capital formation was significantly influenced by the level of
stocks, which rose by Sk 6.5 billion (at constant prices) in 1996. The increase in the
stocks of commercial goods accounted for 65.8% of the total increase in stocks.

In addition to the growth in investment demand, the development of the economy
in 1996 was also marked by an extraordinarily high year-on-year increase in the level
of final consumption in State administration (24.2%). This development was due to
expenditures on the territorial reorganisation of State administration, expansion of
government investment in infrastructure, import of aircraft and other special
technology for government needs, and the high increase in wages. The accelerated
rate of growth in government consumption, reflected in the increased proportion of
the State budget deficit to GDP, will create considerable risks for the preservation of
the internal balance of the economy.

In 1996, the final consumption of households increased by 7.2% at constant
prices. The growth in final household consumption, depending on the development of
gross disposable income and the gross saving rate of households, was influenced by
two components, which is indicated in the following survey of the creation and
disposal of income in the household sector.

Creation and disposal of income in the household sector

Index Index

1995/1994 1996/1995
Current income 118.2 114.8
Current expenditure 129.4 122.0
Gross disposable income 114.8 112.2
Final household consumption 1135 113.3
Gross savings of household 122.0 106.4

Current incomes of households were most influenced by the compensation of
employees, which accounted for 58.8% of total income (in the previous year: 57.0%)
and recorded the highest rate of growth (17.8%). Unilateral current transfers
received, also grew at a faster rate (14.6%), particularly unemployment benefits.
Current expenditure of households, paid from their gross current incomes, i.e. items
which are not of the nature of final consumption (direct taxes and charges, social
security contributions, interest payments on loans received, etc.) grew at a faster rate
than current income. A decisive item in the category of current household expenses
was represented by unilateral current transfers (91.4%), which include taxes and
charges transferred to central and local government budgets, social security
contributions paid by employers, employees, and the self-employed to health and
social insurance funds, and contributions to the employment fund of the SR. The
most rapid increases were recorded in personal income taxes paid by natural
persons (29.1%). Significant increases were also recorded in social security
contributions (19.1%) and expenses associated with ownership and business
undertaking (16.2%), which included interest paid by households and small
businessmen on loans received.

Total current expenditure absorbed 28% of the current income of households, i.e.
3 percentage points more than in 1995. However, the disposable income of
households grew in 1996 at a rate 2.6 percentage points slower than a year earlier.
Households spent 85% of their gross disposable income on final consumption, which
represented the same proportion when compared with the figure for 1995. A lower
increase in gross disposable income, at the same rate of growth as final household
consumption, influenced the development of gross savings of households, which
increased by only 6.4%.

The average monthly nominal wage, or salary earned by persons working in the
Slovak economy reached Sk 8,154, representing a year-on-year increase of 13.3%,
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in real terms 7.2%, while labour productivity as % of GDP at current prices increased
by 11.8%, and at constant prices by 6.0%. The accelerated increase in average
wages did not correspond to the growth in labour productivity. The accelerated
growth in wages supported by the revival of investment activity led to an increase in
demand, which was not satisfied from domestic supplies, due to insufficient growth in
labour productivity. These trends in the past two years indicated the existence of an
inflationary squeeze between real wages and labour productivity.

Development in labour productivity and average wages

Index (same period of last year = 100)

1994 1995 1996

Current | Constant| Current | Constant| Current | Constant
prices | prices” | prices | pricesY | prices | prices”

Gross domestic product (GDP) 119.3 104.9 116.7 106.8 112.9 106.9
Labour productivity of GDP per head 120.4 104.9 113.5 103.8 111.8 106.0
Average monthly wage per employee 117.0 103.0 114.3 104.4 113.3 107.2
Number of wage and salary earners 98.2 98.2 102.2 102.2 100.8 100.8

1/ Constant prices of 1993

In the basic sectors of the national economy, the relationships between
production, labour productivity, and wages developed differently. In industry, the rate
of year-on-year growth in nominal wages was twice as fast as the rate of increase in
labour productivity at current prices; whereas in construction (the only sector), labour
productivity exceeded the growth of nominal wages at current prices by 5.9 points. In
freight transport, the growth in nominal wages (by 16.4%) was accompanied by a fall
in labour productivity in terms of transported goods by 0.7%, and in terms of output
by 5.1%. In 1996, the faster growth in wages than in labour productivity in some
sectors did not lead to a marked rise in price levels. However, it may be regarded as
one of the causes of the worsening financial situation of enterprises. In future, the
continuation of this trend may lead to a rise in the level of prices and a fall in the
competitiveness of products. At the same time, the growth in consumer demand will
exert pressure leading to further growth in imports of consumer goods.

The rapid increase in domestic demand was reflected in the accelerated rate of
growth of imports (by 18.5% at constant prices), while its share of GDP increased to
68.5%, from 61.4% in 1995. The volume of exports fell year-on-year by 1.6% (at
constant prices), which represented a deterioration in export performance to 57.5% in
1996, from 63.2% a year earlier. The unfavourable development in the area of
imports as well as exports was reflected in the trade balance deficit of the SR.

1.3 Financial Results of Organisations

The slowdown in the rate of growth in the basic sectors of production, growth in
demand for imports, decline in export performance, increase in labour costs, and the
rise in stock levels resulted in a fall in profits earned by non-financial organisations.

In comparison with the level of 1995, the profits of non-financial organisations at
current prices declined by 7.1%. The level of profits of companies with 25 or more
employees fell significantly (by 21.5%), while the profits of small companies with up to
25 employees increased significantly (by 40.7%). Of the total number of companies
with over 25 employees, only 45% achieved profits. The remaining 55% ended the
year with a loss 76.9% higher than in 1995. The highest losses were reported by
companies involved in the manufacturing of machines and equipment (Sk 5.3 billion),
agricultural production (Sk 2.6 billion), and the manufacture of other non-metal
mineral products (Sk 1 billion).

According to data from the Ministry of Economy of the SR (ME SR), the level of

profits fell significantly in all branches of industry, particularly in the manufacturing
industry, where a loss of Sk 320 million was recorded in 1996, whereas a year
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earlier, a profit of Sk 8 billion had been achieved. Despite the marked worsening in
economic performance, average wages increased in each branch of the processing
industry (in the range of 9.2% to 30.0%), by an average of 14.7%. In the processing
industry, labour productivity increased by only 3.9% and in one-third of these sectors,
the level of labour productivity fell in 1996. The most serious losses were reported by
the manufacturers of radios, television sets, and telecommunication equipment
(76.6%), and the producers of leather goods, particularly footwear (27.7%). In the
production of fibres, paper, and cardboard, profits earned in 1996 reached only
10.9% of the level of 1995. In metal working, the level of profits fell below the level of
1995 by as much as 89.7%, while average wages increased by 13.2% and labour
productivity dropped by 15.4%.

The most profitable sector of industry - the production and distribution of
electricity, gas, and water - generated a profit of Sk 19.6 billion, falling below the level
of 1995 by 17.7%.

The increase in the rate of loss was due mainly to the proportion of costs to the
volume of production, where the index of cost increase well exceeded the index of
income growth. The return on investment in the Slovak industry (according to data
from the ME SR) continued to fall by 2.7 points, to 3.3% in 1996 from 6.0% in 1995.
The sharpest decline in the rate of return was recorded in the production and
distribution of electricity, gas, and water by 8 points, in raw material extraction by 4.1
points, while the manufacturing industry as a whole became unprofitable (return on
investment: 0.1%). The less profitable sector was the manufacture of machine tools,
where total expenditure per Sk 1 of revenue amounted to Sk 1.26.

The decline in profits, increase in losses, and consequent fall in profitability led to
insolvency, characterised by the volume of obligations after maturity, which had
reached a level of Sk 102.2 billion by the end of 1996 and the volume had increased
by Sk 9.7 billion since the beginning of the year.

The financial performance of entrepreneurial entities, which gradually
deteriorated, reflected their situation in the area of production and sales on domestic
and foreign markets. It also indicated an acute need for detailed analysis of
production, possibilities for increasing the return on investment, especially the need
for thorough restructuring in industry, and the necessity for new legislation, especially
the law pertaining to bankruptcy and composition.

14 The Hidden Economy

To evaluate the development and condition of the economy, it is also necessary
to take into account the development of the country's hidden economy, the economic
and non-economic activities of which are present in every economy. From the
statistical point of view, the hidden economy is understood as economic activities,
which are not (partly or fully) recorded in statistics, accounting documents, tax
returns, etc., due to economic reasons (e.g. in order to lower tax payments, avoid the
payment of social security contributions), or for statistical reasons (e.g. refusal to fill
statistical forms, to cover all economic units in statistical registers).

It follows from a study conducted by the Institute of Information Science and
Statistics (INFOSTAT) in November 1996, at the request of the NBS, that in 1993 and
1994 the estimated size of the hidden economy, expressed in terms of its share of
the total volume of added value, was balanced. In 1993, the hidden economy
represented, according to estimates, 13% (Sk 43.2 billion) and in 1994 about 13.1%
of the total volume of added value (Sk 51.5 billion). In 1995, the estimated volume of
the hidden economy was reduced to 11.8% of the gross domestic product (Sk 55
billion). After 1995, the share of the hidden economy of GDP is expected to stabilise.
In 1996, the hidden economy reached a level of Sk 70 billion.
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2. BALANCE OF PAYMENTS

2.1 Balance of Payments

The results of GDP-structure analyses have shown that the Slovak economy in
1996 was characterised by the dominant position of domestic demand, including
investment demand, while the influence of external demand diminished. Domestic
capacities failed to respond flexibly to growth in demand and its rapidly changing
structure, and thus the space available was filled by foreign suppliers. With regard to
the openness of the Slovak economy, this imbalance led to growth in trade deficit
and, subsequently, in the current account deficit as well. This resulted in a nearly 10
times faster rate of growth in the import of goods and services than in exports, and
consequent rapid increase in current account deficit.

The current trends of development document that the growth in GDP was
achieved despite increased demands for material inputs. In addition to the increasing
use of imported raw materials and intermediate products in the Slovak economy, an
important factor was the rise in price of imported raw materials. On the other hand,
the prices of exported products could not be increased in proportion to the
improvement in their qualitative parameters and degree of processing, with the result
that the ratio between import and export prices developed to the detriment of export
prices. While the prices of imported goods and services increased by 6.3%, the level
of export prices rose by only 4.1%. In 1996, the influence of price developments (with
regard to the physical growth in imports) was responsible for roughly Sk 10 billion of
the total deficit of the balance of goods and services (Sk 63.3 billion).

In 1996, the balance of payments of the Slovak Republic vis-a-vis abroad resulted
in a deficit of Sk 59.5 billion (US$ 1.9 billion) on the current account, and its share of
GDP reached 10.1% (excluding imports related to the unblocking of receivables, the
current account deficit amounted to Sk 49.8 billion, representing 8.5% of GDP). The
achieved result was influenced to a large extent by the growing trade deficit, which
amounted to Sk 64.5 billion (US$ 2.1 billion). Slovakia's foreign trade turnover increased
year-on-year by 17.4%, while its exports grew by 6.1% and imports by 28.5%.

One of the most serious problems facing the Slovak economy in 1996 was the
decline in the country's export performance. The volume of commodity exports
reached Sk 270.6 billion, representing an increase of Sk 15.5 billion in absolute
value. In 1996, the proportion of commodity exports to GDP fell to 46.5%, from 55.5%
in 1995, under the influence of various factors. One of the most important was the
accelerated growth in domestic demand and fall in the world prices of commodities
forming the structure of Slovak exports. Although the decline in exports was
associated with the slowdown in the rate of economic growth in EU countries, the
present problem facing Slovak exports is structural in nature rather than economic.
The structure of exports was to a large extent marked by the disposability of the
production base and only secondly by foreign demand. The marked increase in
Slovak exports in previous years was due mostly to raw materials and semi-products.

The export of such products had, in all probability, reached its limit, which was
reflected in a decline in the exports of a wide range of products, represented by
commodities (according to the two-digit code of the harmonised system) such as iron
and steel (Sk 3.9 billion), grain (Sk 2.8 bhillion), chemicals (Sk 0.9 billion), woodpulp
(Sk 0.8 bhillion), copper and copper products (Sk 0.8 billion), etc. The year-on-year
increase in exports reflected the gradual revival of machine engineering, particularly
the growth in motor-car production for export (Sk 10.1 billion). Regarding other
machine engineering products, the increase in exports was realised in the category of
machines, spare parts, pumps, and reactors (Sk 2.2 billion). This increase was
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spread over several smaller parts, particularly in the sub-group of boilers and boiler
equipment.

Exports also increased in the category of electronic recording and reproduction
equipment (by Sk 2.2 billion), i.e. optical cables, cable telegraphs, and telephones.
The exports of aluminium and aluminium products increased significantly (by Sk 3.8
billion), despite the fall in the price of aluminium on the world market. With regard to
the fact that the capacity of aluminium working is very small in Slovakia, the
production was oriented to export, predominantly to EU countries and the Czech
Republic. The structure of exports continued to be dominated by products with a low
degree of processing (raw materials and semi-products accounted for 60.2%,
compared with 62.8% in 1995), owing to the existing structure of industry, slow pace
of restructuring, and increased share of finished goods.

The year-on-year growth in imports reached 28.5%, representing an increase of
Sk 74.4 billion in absolute value. The import of military technology from the Russian
federation, as a form of settlement of government receivables, amounted to Sk 8.7
billion, i.e. 11.6% of the total growth in imports. The most rapid increase was
recorded in the import of motor vehicles (Sk 19.8 billion, i.e. 26.6% of the total
increase in imports), of which car imports accounted for Sk 16.1 billion (21.6%).

The growth in material-, energy-, and capital-intensive industries increased the
demand for inputs above the level of GDP growth. The imports of mineral fuels
increased by Sk 10.9 billion, i.e. 12.0% of the growth in imports, due to increases in
the import of natural gas (Sk 2.9 billion), electricity (Sk 2.1 billion), and crude oil (Sk
2.9 billion). The growth in import of mineral fuels was due to an increase in the
energy intensiveness of production and a marked rise in the price of oil and natural
gas.

The import of machines and machine parts, pumps, boilers, electronic recording
and reproduction equipment, optical, measuring, and medical instruments, which are
predominantly of investment nature (they include consumer goods of mechanical and
electrical engineering nature), increased by Sk 18.0 billion, i.e. 24.2% of the total
growth in imports. Though machinery and equipment represented a significant import
item, it is not possible to state that they were used effectively for the restructuring of
production companies and the increase of the country's export potential. If we take
into account only technological equipment that could directly influence the
restructuring of the economy, then imports (according to data from the NBS)
amounted to Sk 9.3 billion, i.e. 12.5% of the total increase in imports, and were
designed mostly for the needs of industry (Sk 6.7 billion). After including the increase
in the imports of power generating equipment, engines, transformers, measuring
instruments, etc. (which are imported for productive consumption), the proportion of
this category to the total growth in imports will increase to 17.4%. The last import
items in this category were mechanical and electrical equipment of mostly consumer
nature (air-conditioning, refrigerators, washing machines, cameras, etc.), the amount
of which increased by Sk 4.0 billion, representing 5.4% of the total growth in imports.
The import of consumer goods was also accompanied by an increase in food imports
(Sk 3.0 hillion) and industrial goods such as furniture and footwear (Sk 1.1 billion),
which together represented 5.5% of the total increase in imports.

In contrast with the previous two years, which saw high surpluses in the services
balance, the surplus generated in 1996 amounted to only Sk 1.2 billion. In terms of
positive balance, the most significant position within the structure of services was
achieved by transport, where the balance produced a surplus of Sk 7.7 billion, due to
income from the transport of gas to western Europe via Slovakia (Sk 11.8 billion).
The volume of net income from transport was unfavourably affected by the increased
costs of freight service in connection with the growth in imports and the related
expenses for insurance, package, etc.
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The development of travel in 1996 was characterised by faster growth in
expenditure than in revenue. While foreign exchange income from foreign travel
increased by only 11.4% year-on-year, foreign exchange expenditure grew by 55.0%.
The structure of foreign visitors was dominated by visitors from the Czech Republic,
Germany, and Poland. The average length of time spent by foreign visitors in
Slovakia continued to be rather short in 1996 (1 to 4 days depending on the season),
and was characterised by a high proportion of transiting visitors. In contrast with the
previous years, when the travelling activity of the population moderately declined, this
trend came to a halt in 1995. In 1996, the percentage of the population travelling
abroad increased again. The possibility to purchase foreign exchange for personal
travel was taken up by 1.1 million persons, i.e. 22% of the population. During the
second half of 1996, the increased purchases of foreign exchange were reflected in a
moderate growth in household deposits on foreign-currency accounts. The growing
interest of households in depositing their free resources was a reflection of the
favourable exchange rate of the Slovak koruna against fully convertible currencies,
particularly the D-mark (DM). At the end of December 1996, the volume of foreign-
currency deposits reached Sk 35.6 billion, representing an increase of Sk 472 million
compared with the figure for the beginning of the year, and reached its minimum (Sk
33.5 hillion) in July.

The year 1996 saw a change in the development of other services, the total
turnover of which fell year-on-year by 16%. Receipts from commercial and non-
commercial services fell by 32% and their proportion to total revenue dropped from
48%, to 36.4%. Payments for services remained virtually at the level of 1995,
representing 56.8% of total expenditure on services. In the category of 'other
services', the most severe decline was recorded in construction and assembly work,
where expenditure increased owing to the revival of construction industry, financial
services, and insurance services except for life insurance. In this category,
expenditure increased probably in connection with the provision of products which
are not produced in Slovakia. Despite the fact that expenses on the rent of intangible
assets (films, video records, etc.) fell somewhat, the deficit remained relatively high
(Sk 1.1 billion). However, the highest deficit was recorded in other commercial
services (Sk 5.0 billion), which had the largest share in the structure of other services
(29.5% of the revenue and 34.4% of expenditure side). These were receipts and
payments for other services of a commercial nature, e.g. expert opinions, agency
services, extra costs, engineering and technical services, etc.

The income balance increased the current account deficit by Sk 1.4 billion. The
entire deficit was generated in the enterprise and banking sectors, the growing
indebtedness of which was reflected in an increase in interest payments to foreign
countries. After a surplus recorded in the first half of 1996, the interest balance of the
Government and the NBS produced a moderate deficit during the second half of the
year, which resulted in a balanced position for the year as a whole.

The highest surplus on current account was achieved in current transfers (Sk 6.2
billion), due primarily to private transfers, where receipts exceeded payments by Sk
5.9 billion. A marked surplus was recorded in the sub-group of transfers, which
includes receipts and payments related to foreign currency transfers made by natural
and legal persons, such as dowry, benefits, damages, gifts up to Sk 10,000, etc.

The current account deficit was partly offset by the continued inflow of foreign
capital into the Slovak Republic. The capital and financial account generated a
surplus of Sk 64.4 billion, i.e. US$ 2.1 billion, representing 11.1% of GDP. To offset
the growing current account deficit, it is necessary to take all possible measures to
increase the inflow of foreign capital. If foreign capital is invested effectively, the
economy will be able to absorb it and generate technological progress by itself. As a
result, the gap between aggregate demand and supply will gradually be eliminated in
this way.
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The most suitable form of foreign capital inflow is direct foreign investment. Such
investment is usually based on sound business strategy, so it does not represent a
speculative movement of capital, as the foreign investor also takes part in covering
the costs of economic transformation in the country concerned. This reduces the
vulnerability of the country's economy to external shocks. In the case of Slovakia, the
level of direct foreign investment continued to be disproportionately low in 1996.

The volume of direct foreign investment in the SR totalled Sk 7.8 billion. Of this
amount, Sk 5.4 billion was invested in the enterprise sector and Sk 2.4 billion in
banks (in the form of an increase in equity). In the banking sector, the proportion of
direct investment to GDP reached 1.3%, while direct investment in enterprises
accounted for only 0.9% of GDP.

Direct foreign investments represented only 14% of the volume of long-term funds
drawn by the enterprise sector in 1996. As in past years, most direct foreign
investment was attracted by trade and services (39.5%). In industry, the lead was
taken by machine engineering (25.3%), food processing (7.4%), and rubber industry
(6.9%). Regarding the structure of investments by country, the largest investors in
Slovakia were Austria (29.3%) and Germany (24.3%). Of the total capital of Sk 33.1
billion, invested by foreign investors in Slovak enterprises (outside the banking
sector), almost 70% came from six countries (Germany, Austria, Britain, France,
Czech Republic, USA); while Germany was responsible for 26.6% and Austria for
21,1% of this amount. The capital was spread over smaller investments in a large
number of organisations. The month-on-month increases in direct foreign investment
ranged from Sk 400 million to Sk 500 million over the course of the year.

The volume of other long-term capital increased by Sk 31.7 billion, as a result of
decline in long-term assets and growth in long-term liabilities.

In the structure of long-term assets, a decisive role was played by the repayment
of government borrowings from abroad during the previous period, i.e. repayment of
some loans from the Russian Federation in the amount of Sk 8.7 billion and the
repayment of the last part of the credit limit (on the clearing account) from the CR in
the amount of Sk 1.0 billion. The loans were repaid in the form of commaodity and
service imports in both cases. In the commercial banking sector, a new item
appeared: the provision of long-term loans to foreign countries in the amount of Sk
3.9 bhillion. The loans provided were evenly divided between foreign banks and
corporate entities.

Regarding the structure of long-term liabilities, the enterprise sector showed
increased interest in long-term loans from abroad (Sk 37.9 billion). In the form of
corporate loans, the Slovak economy received long-term foreign capital in the
amount of Sk 33.6 billion, i.e. twice as much as in 1995. These loans came mainly
from Great Britain (73.3%), Austria (8.0%), Czech Republic (7.1%), and were
employed in construction (28.7%), metallurgy (19.5%), power industry (15.2%), and
chemical industry (13.0%). The sectoral structure of medium- and long-term loans in
fact reproduced the structures of existing capital-intensive facilities, producing goods
with stagnating sales. Despite changes in the orientation of these industries towards
products with a higher degree of finish, the possibilities for manufacturing more
sophisticated products are limited in these sectors, which complicates their
realisation on the world market. At present, the indebtedness of companies abroad
involves exchange rate risks as well, and the projects usually have no chance in
international competition. Increased borrowing from abroad increases the rate of
investment in Slovak companies on the one hand, but increases Slovakia's external
debt and exerts increased pressure on debt servicing on the other. In 1996, loan
repayments in the enterprise sector increased by Sk 6.2 billion, to Sk 9.2 billion (from
Sk 3.0 billion in 1995), while the proportion of repaid loans to the volume of exported
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goods and services increased to 2.7%, from 0.9%. Commercial loans were repaid in
the total amount of Sk 5.2 billion.

The main long-term liability items in the banking sector were long-term credits of
a special nature (subordinated debt), in the amount of Sk 5.9 billion. These were
unsecured loans, repayable as last in order, after the claims of other creditors are
settled in the case of the debtor's bankruptcy and/or liquidation.

The government sector repaid loans made in the previous period in the amount of
Sk 8.0 hillion. The loan repayments were divided into two parts: repayment of loans
to the Central Foreign Exchange Resources (CDZ) in the amount of Sk 4.3 billion,
and repayment of loans to the International Monetary Fund (IMF) in the amount of Sk
3.7 billion. Borrowing by the NBS was restricted to loans from the EXIM Bank of
Japan (Sk 14 billion) and the European Investment Bank (Sk 44.7 million), the crown
equivalent of which was earmarked for the implementation of projects in the
entreprise sector.

A crucial factor in the development of short-term capital was the movement of
short-term capital at commercial banks. The year 1996, especially the last quarter,
saw a permanent increase in short-term liabilities in all categories (Sk 37.8 billion).
During the twelve months of the year, short-term deposits of non-residents at Slovak
banks increased by Sk 13.8 billion, borrowings from abroad grew by Sk 13.7 billion,
and the purchase of foreign exchange from foreign banks increased by Sk 10.0
billion. This increased the interest of foreign entities in short-term investment in
Slovak koruna due to the high interest-rate differential and the relative stability of the
currency. The increase (Sk 21 billion), which took place mainly in December, was
connected with the efforts of commercial banks to meet the requirements of the
‘foreign exchange position for monetary purposes'. The December increase in short-
term liabilities was reflected in the development of short-term assets at commercial
banks, which recorded an unbroken decline from January to the end of November
owing to the growing current account deficit. As a result of a massive increase in
December, the volume of short-term deposits held by commercial banks abroad
increased by Sk 12.7 billion and that of loans by Sk 3.6 billion over the course of 1996.

The rapid increase in exports in November and December caused a growth in
short-term liabilities in the enterprise sector (by Sk 6.2 billion), consisting mainly of
commercial loans (80.3%). The drawing of short-term financial credits in the amount
of Sk 4.9 hillion (after repayment Sk 3.7 billion) represented 12.7% of the total volume
of financial credits drawn by the corporate sector.

2.2 Development of Foreign Exchange Reserves

At the end of December 1996, the foreign exchange reserves of the NBS
amounted to US$ 3,473.3 million, representing an increase of US$ 54.9 million
compared with the same period of the previous year. Over the course of the year, the
total foreign exchange reserves in the banking sector were influenced by various
factors. A key factor that positively influenced the revenue side was the positive
balance of transactions in foreign exchange fixing. The expenditure side reflected
debt service payments during this period. In 1996, the level of NBS foreign exchange
reserves was significantly influenced by the development of exchange rates between
fully convertible currencies on the world financial markets. The positive balance of
revenues and expenditures (US$ 199.3 million) was offset by the negative exchange-
rate differential (US$ 144.4 million), which reflected the actual exchange rate of the
D-mark to the US dollar on the world financial markets.
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The revenue side of foreign exchange reserves was determined by the following

factors:

positive balance of NBS foreign exchange fixing in the amount of US$ 358.8

million (62% of the total revenue);

- income from deposits and securities in the amount of US$ 125.2 million;

- receipt of loans from international financial institutions in the amount of US$ 59.8
million;

- other receipts of the NBS in the amount of US$ 17.9 million;
repayment of government assets, proceeds from the sale of government assets
and the rectification of principle within the CDZ (Central Foreign Exchange
Resources) block, in the amount of US$ 12.7 million;
Increase in the volume of deposits accepted over the course of the year, in the
amount of US$ 5.8 million.

The expenditure side of foreign exchange reserves was influenced by:

- debt service payments by the NBS in the amount of US$ 200.3 million (52% of
total expenditure), while the repayment of principal on loans accepted from the
IMF amounted to US$ 124.9 million;
debt service payments by the government in the amount of US$ 150.7 million, of
which principal and interest actually paid within the CDZ block accounted for US$
118.7 million;

- other expenditures of the NBS in the amount of US$ 29.8 million.

At the end of December, the foreign exchange reserves of the NBS were 3.3
times greater than the expected volume of average monthly import of goods and
services to Slovakia in 1996. The marked year-on-year increase in average monthly
imports (19.5%), despite a moderate rise in the level of foreign exchange reserves,
led to a decline in foreign exchange reserves earmarked for the coverage of imports
of goods and services by 0.6 points, when compared with the level of 1995.

Development of NBS foreign exchange reserves in 1996 (US$ millions)
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The foreign exchange reserves of commercial banks may be expressed as short-
term foreign exchange assets of commercial banks vis-a-vis non-residents. At the
beginning of 1996, the volume of such assets stood at US$ 1,729.1 million. At 31
December 1996, commercial banks held foreign exchange reserves in the total
amount of US$ 2,209.2 million, representing an increase of US$ 480.1 million.
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At the beginning of 1996, the volume of total foreign exchange reserves in the
banking sector including NBS amounted to US$ 5,147.5 million, and reached US$
5,682.5 million at the end of December.

2.3 Debt Servicing by the NBS and the Slovak Government

In 1996, the National Bank of Slovakia continued servicing the foreign exchange
liabilites of the Government smoothly, without any problems. The continued
strengthening of trust, based on servicing the external debt of the Slovak Republic via
the National Bank of Slovakia, was one of the main conditions for obtaining
favourable ratings for Slovakia in 1996, from internationally recognised rating
agencies (Standard and Poor's assigned a BBB- rating to Slovakia in April 1996, the
same grade was assigned to the country by IBCA in August 1996).

At the end of December 1996, the total external debt of the Slovak Republic in
convertible and non-convertible currencies stood at US$ 7.81 billion. At the end of the
year, the official debt of the Government and the NBS reached a level of US$ 1.65
billion. The indebtedness of the commercial sector, i.e. commercial banks and
entrepreneurial entities, stood at US$ 5.96 billion, and the debt owed by
municipalities (municipal bonds issued by the city of Bratislava) amounted to US$
0.06 billion.

The external debt of the SR in convertible currency reached US$ 7.67 billion and
the remaining US$ 0.14 billion consisted of the estimated debt in non-convertible
currency vis-a-vis the former German Democratic Republic.

Structure of Slovakia’s gross foreign debt (as at 31 December 1996)
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1/ The Government and the NBS have no short-term foreign debts

By the end of December 1996, Slovakia's per-capita external debt had increased
by US$ 374, to US$ 1,473 (from US$ 1,099 at the beginning of January). Over the
course of the year, the country borrowed a total of US$ 46.0 million from abroad. Of
this amount, the drawing of two tranches of a loan from the EXIM Bank of Japan
accounted for US$ 44.6 million (official external debt of the SR). The remaining
amount (US$ 14 million) was drawn from the European Investment Bank, as the next
tranche of the Apex Global Loan. On the other hand, the official foreign debt was
reduced in 1996, by repayments of principal in the equivalent of US$ 243.3 million.

Regarding the structure of the gross debt at the end of December 1996, total
gross medium- and long-term liabilities accounted for US$ 4.86 billion, while short-
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term liabilities of commercial banks and entrepreneurial entities amounted to US$
2.95 billion. The level of short-term debt represented 37.7% of the country’s total
gross external debt.

The absolute growth in the total gross external (hard-currency) debt of the SR
during the period under consideration, was due mainly to a gradual increase in the
import obligations of entrepreneurial entities, and growth in the foreign exchange
liabilities of commercial banks. The most significant increase in the level of total gross
external debt was recorded in December, when the statistical level of US$ 7 billion
was exceeded for the first time.

In December 1996, a significant month-on-month increase of US$ 275 million
(US$ 833 million during the whole year) was recorded in the volume of medium- and
long-term debts owed by entrepreneurial (non-bank) entities, as a result of huge
borrowings from abroad (Slovak Telecommunications, Vodohospodarska vystavba).
In the sector of commercial banks, the same item increased in December by US$
264 million month-on-month, and by US$ 249 million compared with the figure for the
beginning of 1996. The increase in medium- and long-term debts owed by
commercial banks was due to the acceptance of a subordinated loan by VSeobecna
Gverova banka (VUB) and Slovenska sporiteffia (SLSP).

The rate of growth in short-term debts in the commercial sector (banks and non-
banks) deserves special attention. During the twelve months of 1996, the level of
short-term debt rose by US$ 1,232 million. The most significant increase in short-
term debt (US$ 890 million) was recorded in December, and was due partly to the
opening of new credit lines in connection with the rapid growth in imports at the end
of 1996. A significant part of this increase (ca. US$ 500 million) was represented by
short-term loans accepted by commercial banks for mitigation of the effects of the
recently introduced "foreign exchange position for monetary purposes' rule.

The volume of repaid foreign exchange liabilities, i.e. gross debt servicing of the
SR, reached a level of US$ 367.8 million during the twelve months of 1996. Of this
amount, principal repayments accounted for US$ 243.3 million. The payment of
interest and commissions represented an equivalent of US$ 124.5 million. After
including US$ 46.9 million (i.e. the original balance of unsettled liabilities vis-a-vis the
International Investment Bank), the total volume of gross debt servicing reached US$
398.3 million in 1996.

After deducting the foreign exchange receipts (US$ 11.7 million) from the actual
level of debt servicing (US$ 367.8 million), the net volume of external debt servicing
amounted to US$ 356.1 million.

Influence of debt servicing on foreign exchange reserves (US$ millions)
Foreign exchange | Forex reserves of | Foreign exchange Total
reserves of NBS | commercial banks| reserves in total foreign debt
31.12.1995 3,418.4 1,729.1 5,147.5 5,826.6
31.03.1996 3,458.4 1,489.3 4,947.7 5,981.9
30.06.1996 3,376.6 1,262.5 4,639.1 6,080.7
30.09.1996 3,654.8 1,142.5 4,797.3 6,347.2
31.12.1996 3,473.3 2,209.2 5,682.5 7,807.0

2.4 Licensing Activity of the NBS

In 1996, foreign exchange permits and foreign exchange licences were issued for
operations in the following areas:

- capital account of the balance of payments: 2,880 foreign exchange permits

including 104 supplements and 49 foreign exchange licences including 2
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supplements for trade in foreign exchange assets - transactions in foreign
securities;

- current account of the balance of payments: 515 foreign exchange permits
including 117 supplements, 2 foreign exchange licences issued for the conduct
of other transactions in foreign exchange assets.

Foreign exchange permits and licences were issued for:
- capital investment abroad;
- trade in foreign securities - shares issued by companies based in
the Czech Republic;
- trade in foreign exchange assets;
- acceptance of financial credits from abroad;
- granting of financial credits to a foreign country;
- securing obligations of non-residents by residents;
- transactions in financial derivatives.

In 1996, the NBS issued 273 foreign exchange permits, 16 supplements for
financial investments abroad, and 11 foreign exchange permits for investment in the
form of purchasing foreign shares.

In a sectoral breakdown, the largest amounts were invested in the areas of
commerce, consultancy, construction, assembly, and services. The expected return
on investment did not exceed five years.

Structure of investment abroad

Number of licences Investment in Sk millions

and supplements in cash in securities total
Czech Republic 141 276.38 153.04 429.42
Ukraine 41 79.21 8.56 87.77
China 3 77.07 0 77.07
Kazachstan 2 0.32 16.19 16.51
Russia 13 15.91 0 15.91
Poland 16 9.22 0 9.22
Hungary 34 8.32 0 8.32
Bulgaria 9 7.31 0 7.31
Canada 10 4.38 0 4.38
Ethiopia 1 3.99 0 3.99
USA 3 3.35 0 3.35
Other 27 8.21 0 8.21
Total 300 493.67 177.79 671.46

For transactions in foreign securities, especially shares issued in the Czech
Republic, the NBS issued a total of 2,357 foreign exchange permits, of which 2,353
permits (for Sk 843.2 million) were granted for the sale of foreign securities. Two
permits were issued for the acceptance of foreign securities as payment for money
receivables in the amount of Sk 5.4 million, and two foreign exchange permits for the
purchase of foreign securities in the amount of Sk 464.4 million. The Bank granted 49
foreign exchange licences (including supplements) to securities dealers, investment
companies and investment funds for dealing in Czech shares.

For option contracts concluded for the purchase of foreign employee shares, the
Bank issued 21 foreign exchange permits to natural persons.

In 1996, significant amounts were covered by permits issued for the acceptance
of foreign credits. The acceptance of financial loans from abroad was permitted in
177 cases in the total amount of Sk 52,632.6 million. In seven cases, the permit was
granted together with an exception from the transfer requirement for the amount of Sk
12,990.3 million, and in nineteen cases with an exception from the surrender
requirement for the amount of Sk 14,278.8 million. In thirty cases (in the amount of Sk
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101.6 million), foreign exchange permits were granted for the
accepted without permission.

repayment of loans

1996 1997 1998 1999 2000 2001 2002 2003 | 2004 2005 > 2005
Drawing 34,165 | 11799 | 4,855| 1,106 0 0 0 0 0 0 0
Repayment 676 | 6,300 | 2,753| 13,431 | 2,573| 6,453 | 2,343 | 2,223| 1,752 | 1,732 | 11,741
Balance 33,489 | 5,499| 2,102 |-12,325| -2,573| -6,453 | -2,343 | -2,223 | -1,752 | -1,732|-11,741

Exchange rate at 31 December 1996

Of the total number of credits approved, 146 were provided by non-bank entities
(Sk 14,350.8 million) and 61 by foreign banks (Sk 38,383.4 million). Bank guarantee
was granted in 28 cases (for Sk 2,778.5 million), and government guarantee in
5 cases (Sk 18,789.1 million).

The credit facilities were earmarked for investment and purchase of real estate
(71.6% of the total volume of loans; of which, the purchase of technology from abroad
accounted for 5.8%), the financing of operating expenses (28.2%), and privatisation
(0.2%)).

With regard to structure by term, credits with a maturity of one year represented
12.1%, two years 2.3%, three to five years 34.7%, and those maturing in five or more
years accounted for 50.9%

The largest volumes of credits (including international loans) were provided by
entities based in Great Britain (Sk 26,682.4 million), the Czech Republic (Sk 10,593.9
million), Germany (Sk 4,635.9 million), Luxembourg (Sk 3,874.7 million), and Austria
(Sk 2,637 million).

Structure of credits by sector

Sector Volume in Sk millions Number of licences
Generation and distribution of electricity 21,504.8 8
Industrial production 17,604.8 54
Building and construction 8,283.4 5
Trade, public catering 2,139.6 92
Transport, tourism, telecommunications 43.1 6
Agriculture 7.4 3
Other 3,151.1 39
Total 52,734.2 207

In 1996, the Bank issued four foreign exchange permits for the provision of
financial credits to abroad in the total amount of Sk 14.9 million.

To secure the obligations of subsidiary companies abroad arising from credits
accepted from foreign banks, the Bank issued 28 foreign exchange permits for the
total amount of Sk 1,338.2 million.

For operations related to the current account of the balance of payments, the
Bank issued 398 foreign exchange permits and 117 supplements for the following
purposes:

a) Establishment of foreign-currency accounts at foreign banks:

- 73 foreign exchange permits and 57 supplements issued for the purpose of
covering inevitable expenses incurred in connection with construction, assembly,
or repair work abroad, which made it possible for entrepreneurs to realise
construction and assembly work in the total amount of Sk 3,871.4 million;
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- for the purpose of securing payments for unpredictable deficiencies arising
during the period of warranty, five foreign exchange permits were issued;

- eight foreign exchange permits were issued for the payment of inevitable
expenses related to water-borne transport;

- one foreign exchange permit and one supplement issued for the establishment of
a bank account abroad for the purchase of preferential shares of a foreign
company.

b) Establishment of foreign-currency accounts at domestic banks:

- the NBS issued 110 foreign exchange permits and 54 supplements, of which 64
permits and 35 supplements were for re-export purposes; the remaining permits
were granted for the promotion of exports, introduction of factoring, and increase
in receipts from international transport;

- two foreign exchange permits were issued for the acceptance of credits from
abroad.

c¢) Establishment of foreign exchange offices in Slovakia:
- 24 foreign exchange permits and 3 supplements were issued for the purpose of
providing local workers with foreign exchange for business trips abroad.

d) Import and export of banknotes and coins denominated in foreign currency by way
of tourism or in the form of postal delivery:
-161 permits and 1 supplement were issued.

e) Purchase of foreign exchange:
- 9 foreign exchange permits were issued for the payment of fees to foreign
participants in international contests;
- 2 foreign exchange permits were issued for the payment of charges for the re
assembly of exported ships and for the conduct of tests;
- 3 foreign exchange permits and one supplement were issued for forwarding
activities.
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3. THE PUBLIC SECTOR

State Budget

The State Budget of the Slovak Republic for 1996 was approved by Decree No.
304/1995 Z.z., dated 13 December 1995, of the Slovak National Council, based on
the following macroeconomic forecasts:

- GDP growth at constant prices: min. 5%;
- rate of consumer-price inflation: 6 to 8%;
- rate of unemployment: max. 13%.

The total revenue of the State budget was budgeted at Sk 162.4 billion; total
expenditure at Sk 189.4 billion; and the budget deficit at Sk 27.0 billion.

In accordance with Act No. 222/1996 Z.z. passed by the National Council of the
SR, some organisational changes were made in the powers of State bodies and local
governments. In compliance with the country's budgetary rules, the Minister of
Finance made some modifications in the individual chapters of the State Budget in
the form of budgetary measures. At the same time, the yields on government bonds
issued in accordance with the State Budget Act of 1996, in the amount of Sk 3.0
billion, for the construction of motorways, were also reflected in the State budget.
After these adjustments, total budget revenue amounted to Sk 165.7 billion and
budget expenditure totalled Sk 190.7 billion. As a result of these modifications, the
size of the budget deficit was changed to Sk 25.0 billion.

Over the course of 1996, there were periods of relative stability combined with
periods marked by an increase in the State budget deficit. By regulating budget
expenditures during the first eleven months of the year, the budget deficit was
maintained at an acceptable level (Sk 13.7 billion at 30 November 1996). In
December, however, an abrupt rise was recorded in budget expenditure (Sk 28.1
billion, i.e. almost twice the monthly average), as a result of which the budget deficit
increased to Sk 25.6 billion (4.4% of GDP). At the end of December, some problems
arose in deficit financing. The National Bank of Slovakia solved these problems
through a purchase of Treasury bills in the amount of Sk 8.6 billion for its own
portfolio; in this way, the government debt was monetised. Without central bank
intervention, the budgetary liquidity of the Slovak Republic would have been
endangered.

Total budget revenue reached a level of Sk 166.3 billion, exceeding the figure set
in the original budget by Sk 3.9 billion, and that in the modified budget by Sk 0.6
billion. The budget expectations were fulfilled due mostly to tax revenues (84.2%), of
which personal income tax revenue exceeded the budgeted figure by Sk 2.7 billion.
Corporate income tax revenue remained below the budgeted figure by Sk 3.7 billion,
value-added tax revenue by Sk 8.7 billion, and excise tax revenue by Sk 1.6 billion.
Non-tax revenue exceeded the budgeted figure by Sk 7.8 billion.

Total budget expenditure reached Sk 191.9 billion, exceeding the figure in the
original budget by Sk 2.5 billion and that in the modified budget by Sk 1.2 billion.

Current expenditure, representing the largest part of government spending (77%
of total expenditure), remained behind the budgeted figure (reached 97.8% of the
original budget and 99.2% of the modified budget). Similar development was
recorded in the category of credits, loans, property patrticipations, and principal
repayments. Budget expenditure was exceeded in the category of capital
(investment) expenditure, while capital assets were financed from the supplementary
resources of the State budget.
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The size of the budget deficit had ranged from Sk 0.5 billion to Sk 9.6 billion until
August, when it suddenly increased to Sk 15.8 billion in September. The deterioration
in budget performance was due to the repayment of principal on government bonds
within the scope of debt servicing. The last quarter of the year saw a further increase
in budget deficit, especially during the second half of December, when the size of the
deficit ranged from Sk 21.2 to 26.7 billion.

After taking into account the repayment of principal on loans and government
bonds, the budgetary performance of local governments, State funds, State financial
assets and liabilities, insurance funds, other government deposits and loans, and
extrabudgetary projects, the fiscal deficit of the government sector had reached Sk
5.0 billion (0.9% of GDP) by 31 December 1996. In comparison with the previous
year, when the State budget generated a surplus of Sk 2.7 billion (0.5% of GDP),
budgetary performance deteriorated over the course of 1996, which led to an
increase in domestic demand with subsequent impact on the balance of payments.

The relation of the State budget to the NBS is governed by Act No. 566/1992 Zb.
on the National Bank of Slovakia. Under this law, the NBS is obliged to notify the
Ministry of Finance of the SR of the rate of interest on State assets and liabilities held
at the NBS. The NBS fulfilled this obligation in January 1996. The rates of interest
valid from 1 January to 31 December 1996 on credit and debit balances of the
individual items held at the NBS were approved, as part of the Monetary Programme
for 1996, by the Bank Board of the NBS on 21 December 1995.

The rates of interest on State assets and liabilities held at the National Bank of
Slovakia remained unchanged over the course of the year. Government claims vis-a-
vis the NBS consisted primarily of State financial assets payable on demand.
Government commitments vis-a-vis the NBS consisted of unsettled debts from
previous years (State budget deficits for 1991 and 1992) and State financial liabilities.

In 1996, the NBS received Sk 2,714.7 million in interest for the credit of State
liabilities and paid Sk 632.1 million for State assets. The National Bank of Slovakia
transferred Sk 2,211 million of its profits to the State budget, which means that the
central bank's contribution to the State budget was Sk 128.4 million higher than the
amount paid by the State budget for its liabilities.

Internal Debt of the Government vis-a-vis the Banking Sector

At the end of 1996, the net position of the government sector vis-a-vis the
banking sector stood at Sk 71.4 billion, representing an increase of Sk 7.4 billion
compared with the figure for the beginning of January. Of this amount, the NBS
covered Sk 15.6 billion and commercial banks Sk 55.8 billion. Over the course of
1996, the level of government debt ranged from Sk 55.1 billion to Sk 62.7 billion,
except for December when the position of the Government deteriorated due to the
abrupt increase in budget deficit.

Regarding the source of financing, the share of the National Bank of Slovakia in
the financing of the country's internal debt ranged between 18.6% (in March) and
29.9% (in August). As the crediting of unsettled debts from previous years remained
unchanged through the year, the fluctuation in the Bank's share was influenced by
the amount of Treasury bills issued for the Bank's own portfolio at the end of the
month, and by the volume of funds forming the difference between the current deficit
of the State budget and its coverage by Treasury bills. The remaining part of the debt
was financed by commercial banks.

With regard to the structure of internal debt, some items remained unchanged

(the volume of State financial liabilities, the 1992 State budget deficit inherited from
the federation, government bonds for housing construction issued in 1992).
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Insignificant changes were recorded in State financial assets, government bonds
issued to cover the 1994 State budget deficit, and in deposits held by local
governments. Over the course of 1996, the following issues of government bonds
were redeemed: bonds issued to cover the 1991 budget deficit (Sk 0.6 billion), bonds
issued to cover the 1993 budget deficit (Sk 8.8 billion), bonds issued to finance the
construction of water reservoirs at Malinec and Turéek (Sk 1.1 billion), and bonds
issued to finance the hydro-electric project at Gabcikovo (Sk 0.9 billion). In addition,
the principal of a direct credit provided by the National Bank of Slovakia for the
financing of the 1991 budget deficit was repaid in the amount of Sk 14 billion). On
the other hand, an issue of one-year government bonds was launched to cover the
costs of motorway construction (Sk 3.0 billion).

During the third quarter of 1996, Treasury bills issued in 1995 were converted into
one-year government bonds designed to cover the 1995 State budget deficit (Sk 8.1
billion). At the end of the year, the balances of State funds fell significantly due to
borrowings by the State fund for motorway construction and the State fund for market
regulation in agriculture for government intervention purchases. Of the other items,
the internal debt of the Government was positively influenced by an increase in the
financial resources of insurance funds (Sk 5.4 billion compared with the beginning of
1996) and an increase in other State deposits (Sk 4.1 billion since the beginning of
the year). However, it is possible to state that the net position of the Government vis-
a-vis the banking sector was most influenced by the performance of the State budget.

State Financial Assets and Liabilities

At the end of December, the volume of State financial assets held in the form of
deposits on accounts with the National Bank of Slovakia reached Sk 9.3 billion,
representing an increase of Sk 0.5 billion compared with the figure for the beginning
of the year. Revenue operations on the accounts of State financial assets were
associated with financial substitutions arising from the provisions of Act No. 330/1991
Zb. pertaining to land adjustments, and with the property of the former Communist
Party of Czechoslovakia. Expenditure operations were connected with the financial
substitutions arising from out-of-court restitution.

With regard to State financial liabilities (so-called direct liabilities of the
Government at the NBS inherited from the former federation), no changes were
recorded in the course of 1996 (Sk 21.7 billion).

State Funds

At the end of 1996, the volume of financial resources on the accounts of State
funds amounted to Sk 3.9 billion (after including credits in the amount of Sk -0.2
billion). The volume of these funds was significantly influenced by credit resources
obtained from the banking sector. The year under consideration saw the
establishment of the State Fund for Housing Development, a special-purpose fund
created for the financing of housing construction, insulation of residential buildings,
etc.

The National Property Fund

The National Property Fund of the SR (including resources held on accounts with
the Ministry for the Administration and Privatisation of the National Property of the
SR) vis-a-vis the banking sector was in a creditor position, reaching Sk 3.3 billion at
31 December 1996. Of this amount, time deposits accounted for Sk 1.8 billion, and
demand deposits Sk 1.1 billion. Funds obtained from privatisation, which are held by
the Ministry for Privatisation on a separate account, amounted to Sk 1.8 billion; the
volume of bonds and recognised obligations of the National Property Fund (NPF) vis-
a-vis commercial banks totalled Sk 1.4 billion.
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Developments in previous years and the results of 1996 indicate that the NPF will
probably continue to suffer from a lack of liquidity and its position vis-a-vis the
banking sector will be at a moderate creditor level. The high proportion of the NPF's
obligations and expenditures to its projected revenues may result in a change in its
position vis-a-vis the banking sector, from a creditor to a debtor position. To mitigate
the impact of concentrated bond repayments after the year 2000 on the country's
monetary policy, it would be necessary to accelerate the exchange of corporate
shares for NPF bonds.

(Sk billions)
1.1.1996 | 31.03.96 | 30.06.96 30.09.96 | 31.12.96
Position of NPF vis-a-vis the banking sector -2.4 -2.9 -2.4 -1.0 15

Position of NPF vis-a-vis the banking sector
including the deposits of MSPNM SRY 2.3 19 14 2.7 33

1/ Ministry fot the Administration and Privatisation of National Property in the SR.

During the last quarter of 1996, bonds issued by NPF for owners included in the
second wave of voucher privatisation were redeemed in the total amount of Sk 2.2
billion (debtors may repay a part of their obligations vis-a-vis the NPF in the form of
NPF bonds up to 60% of the regular instalment). Trading in NPF bonds was started
only at the end of the year, at a rate slower than expected by the issuer (the NPF
expected bond yields in the amount of Sk 3.1 billion, the NBS expected Sk 2.0
billion). At 31 December 1996, the total par value of NPF bonds in circulation
amounted to Sk 31.1 billion (plus interest for 1996 in the amount of roughly Sk 2.7
billion).

Redemption of bonds issued by (Sk billions)
1.1.1996 31.03.96 30.06.96 30.09.96 31.12.96

Bonds issued by NPF for owners included
in the 2nd wave of voucher privatisation 33.3 33.3 33.3 333 311

Government Guarantees for Bank Loans

Government guarantees for bank loans are used as an instrument of financial
policy during the period of economic reform. Over the course of 1996, the Slovak
Government granted guarantee for bank loans in the total amount of Sk 36.2 billion.
In accordance with the State Budget Act of 1996, the limit for government guarantees
was set at Sk 53.6 billion; however, 88% (Sk 47.2 billion) of this amount was
earmarked for the completion of the nuclear power plant at Mochovce. The guarantee
limit was not fully utilised due the lower volume of government guarantees granted for
bank loans to Slovenské elektrarne, a.s. Bratislava, for the completion of the 2nd
block of the nuclear power plant at Mochovce. Slovenské elektrarne, a.s. obtained
government guarantee for Sk 28.9 billion, Vodohospodarska vystavba, state-owned
comp., Bratislava, for Sk 6.2 billion, and Solivary, a.s. PreSov, for Sk 1.1 billion. The
government guarantees provided were all used for covering investment projects.

Government guarantees for bank loans (Sk billions)
1991 1992 1993 1994 1995 1996
Granted during the year 195 6.5 14.2 6.9 12.9 36.2
Granted cumulatively 195 26.0 40.2 47.1 60.0 96.2
Repaid during the year 0.02 12 2.8 4.0 6.1 5.3
Repaid cumulatively 0.02 13 4.1 8.1 14.2 19.5
Amount to be repaid 19.5 24.7 36.1 39.0 45.8 76.7
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4. MONETARY POLICY AND MONETARY DEVELOPMENT

4.1 Monetary Development

The valuation of monetary policy on the basis of actual monetary development in
1996 is ambiguous owing to the phases of the given period. While the monetary
policy followed by the central bank in the first half of the year may be characterised
as passively accommodating, the policy conducted in the second half was actively
sterilising. When evaluating monetary development simply on the basis of monetary
aggregates and GDP growth, the monetary policy pursued in 1996 may be
characterised as expansive.

Despite this characterisation, the basic monetary-policy objectives set by the
National Bank of Slovakia for 1996 were fulfilled. The country's inflation rate,
expressed in terms of the consumer price index, reached 5.4% (or 5.8% on average
base). The exchange rate of the Slovak koruna ranged within the set fluctuation
band.

The development of other indicators was not so favourable. Although gross
domestic product increased by 6.9% at constant prices, domestic demand at
constant prices grew at a rate of 21.1%, which means that it was mostly satisfied
from foreign supply. The trade balance, as well as the balance of payments on
current account reached a level exceeding 10% of GDP, and was financed through
an increase in foreign debt, mainly in favour of short-term debt in comparison with the
previous period.

The development of monetary aggregates basically corresponded to
macroeconomic development. The money supply in terms of the M2 aggregate
increased (at a fixed rate of exchange) in 1996, by Sk 58.8 billion, ie. 16.5%,
representing the slowest rate of growth since 1993, while its value exceeded 20%
over the course of the year. In 1996, the growth in M2 was due exclusively to the
development of net domestic assets, while net foreign assets fell year-on-year by Sk
1.3 billion at fixed exchange rates (as at 1 January 1996). Over the course of 1996,
net domestic assets increased by Sk 60.1 billion, representing a growth rate of
20.5%.

During the first eleven months of 1996, the only source of growth in net domestic
assets was bank lending in both crowns and foreign currencies. Increases were
recorded not only in loans to enterprises, but in loans to households as well, which
grew in 1996 by Sk 2.5 billion, raising the level of consumer demand. The growth in
retail turnover (by 13% year-on-year) was due to an increase in the purchasing power
of households, as a result of the inflow of other resources (loans) and own resources
(savings), particularly the marked increase in real incomes in the economy with
impact on the trade balance deficit.

In December, foreign-currency loans to residents recorded a marked decline of
Sk 8.4 billion, reducing the rate of year-on-year increase to 31.7%, from 75% in
November. The fall in foreign-currency receivables of banks vis-a-vis residents was a
response to the monetary-policy measures of the National Bank of Slovakia.

Within the total volume of bank lending to the economy, the growth in crown loans
at the end of the year was partly offset by a decline in foreign-currency loans to
residents, as a result of which the volume of total credit fell in December, for the first
time in 1996, by Sk 1 billion month-on-month, representing a slowdown in the rate of
year-on-year growth in bank lending to households and enterprises from 21% in
November, to 17.9% at the end of the year.
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However, commercial banks were able to finance entrepreneurial entities
indirectly as well, by purchasing shares and bonds issued by corporate entities. In
1996, this form of finance (through the capital market) accounted for Sk 11.3 billion,
representing an marked increase (Sk 3.3 billion) in comparison with the figure for
1995. After including this source of finance in total domestic credit, its volume would
have grown by 20.5% by the end of the year.

Compared with the development of bank lending to the economy, the
development of net credit to the Government in 1996 was controversial in respect of
net domestic assets. While the budgetary performance of the government sector
showed a downward trend during the eleven months of 1996 (Sk -7.1 billion), which
partly offset the expansion of bank lending, the volume of net credit to the
Government recorded a month-on-month increase in December.

This development was associated with the deficit of the State budget, the
favourable development of which over the course of the year was influenced by a
marked annual increase in expenditure in December. In comparison with previous
years, the State budget performance was most expansive during the last month of
1996, when the position of the government sector deteriorated month-on-month by
Sk 11.7 billion (in December 1995, the net credit to the Government increased only
by Sk 3.1 billion).

The analysis of monetary development during the first months of 1996, when the
balance of payments deteriorated dramatically at the same time as the year-on-year
growth rate of 20% was exceeded in all monetary aggregates (at half the set rate of
growth) with the exception of net foreign assets, made the National Bank of Slovakia
reconsider its monetary programme for 1996 (in May 1996). The updating of
monetary objectives was aimed at regulating the foreign trade balance of Slovakia
and restricting excessive domestic demand with the aim of preventing the economy
from getting overheated and reduce the resulting imbalance.

During the first half of 1996, the central bank created opportunities for the
sterilisation of surplus liquidity at commercial banks through issues of NBS bills. The
doubtful efficacy of this policy in relation to the lending policy of commercial banks
and the permanently increasing rate of growth in imports and monetary aggregates
led to the adjustment of monetary instruments by the National Bank of Slovakia in
July 1996.

On 15 July 1996, the Bank Board of the NBS decided to modify its monetary
policy instruments designed to influence the operations of the banking sector in both
domestic and foreign currencies.

With effect from 1 August 1996, the minimum reserve requirements were
increased and the ratio of required reserves were set at 9% of primary time and
demand deposits for all commercial banks, with the exception home savings banks,
which are required to maintain minimum reserves amounting to 3% of primary
deposits. In this way, the NBS reduced the level of surplus liquidity in the banking
sector by roughly Sk 13 billion.

With effect from 1 August 1996, the required reserves of commercial banks
started to bear interest at the rate of 1.5% p.a., up to the amount of required reserves
set for the period under consideration.

At the same time, the NBS introduced the concept of 'foreign exchange position
for monetary purposes', the basic idea here is the exclusion of foreign exchange
assets vis-a-vis residents and the inclusion of Slovak-crown liabilities vis-a-vis non-
resident banks. Through the foreign exchange position, the central bank indirectly
regulates the activities of commercial banks based in the SR when providing foreign-
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currency loans to residents, conducting off-balance sheet operations and operations
with non-resident banks in Slovak currency.

With effect from 17 July 1996, the Lombard rate of the NBS was raised to 15%.

Within the scope of measures adopted in foreign exchange fixing, the Bank's
Board decided to widen the fluctuation band of the Slovak crown's exchange rate to
+5% (with effect from 17 July 1996), and at the same time cancelled the limit on the
maximum daily rate of exchange within the band.

By implementing the accepted measures, the NBS intended to reduce the level of
surplus liquidity and restrict lending activity of commercial banks and thus regulate
the development of the balance of payments on the current account.

During the following months, the development of monetary aggregates stabilised
and, in December, decreases were recorded in almost all monetary aggregates.
Unlike the aggregate variables, the interest rates responded immediately, especially
on the interbank deposit market, where the rates began to increase.

While primary interest rates were falling during the first half of 1996, they ceased
falling and began to rise in the second half of the year. The fall at the beginning of the
year was a reaction to the signal sent by the National Bank of Slovakia, which
lowered its discount rate by nearly 1% in January 1996 under the influence of the
favourable results achieved in 1995 and an expected fall in inflation in 1996 (which
indirectly supported the development of bank lending).

The development of interbank interest rates can be, until May 1996, characterised
as stable, with regard to their level as well as volatility (they fluctuated within the
range of 8 to 10%). During the following period, the level of interest rates rose on the
interbank market in July and August in particular, due to monetary-policy measures
designed to reduce the lending activities of commercial banks (the rise of interest
rates indirectly affects demand for bank loans). By moderating the rate of growth in
bank loans, the NBS intended to indirectly influence the level of domestic demand
and the balance of trade.

The growth in disposable funds supported by the expansion in bank lending and
the State budget deficit increases the danger of a further deterioration in economic
imbalance, which started in the form of a trade balance deficit in 1996. The rise in
primary interest rates on deposits also made a contribution to improvement in the
structure of gross domestic product, through supporting people's tendency to save
rather than spend.

The population's savings rate, expressed as the proportion of increase in
unrealised purchasing power to cash income, reached 6.3%, remaining below the
level of the previous year (7.7%).

Despite the higher increase in wages - in comparison with labour productivity and
the wage increase in 1995 - the population saved relatively less in 1996. Personal
consumption also had a negative effect upon the structure of imported commodities
and services (cars, electronic consumer goods, holidays, etc.) and thus indirectly
supported the introduction of monetary-policy measures by the central bank.

The reduction in the disposable liquidity of commercial banks caused some
tension over the financing of the current deficit of State budget, particularly at the end
of the year. The expansion in the State budget, concentrated within a single month of
the year, represented a problem caused by the price and volume of Treasury-bill
issues. Thus, the accumulation of public expenditures influenced the development of
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the money supply and the trade balance, not only during the given month, for this
influence carried over into the following year as well.

With respect to the expected interest-rate fluctuations on the interbank market,
the fluctuation band of the Slovak koruna was widened in relation to central parity
within foreign exchange fixing and the maximum daily change in the rate of exchange
was cancelled. The expected movements of short-term capital and subsequent
response of the National Bank of Slovakia took place during the last quarter, but the
volume of inflow and/or outflow of capital along with the reaction of domestic commercial
banks caused the exchange rates to range within the set fluctuation band (£2%).

The movement of short-term capital took place mainly at the end of the year, due
partly to the growing deficit in the balance of payments current account and its
financing, and partly to the rise in domestic interest rates, which attracted the interest
of potential short-term foreign investors, particularly during the last months of the
year.

In 1996, the Bank's exchange-rate policy was implemented with a view to
stabilising the country's economy (policy of fixed nominal exchange rates) and
hindering the potential movement of short-term capital (the use of the fluctuation
band). An important change in the rules of NBS foreign exchange fixing was the
introduction of a spread of £0.25%, which supported the expansion of the interbank
foreign exchange market, with effect from 1 April 1996. The currency structure
receipts and payments for goods and services in 1996 (63.8% DEM and 36.2% US$)
roughly corresponded to the structure of the currency basket to which the exchange
rate of the Slovak koruna was pegged, i.e. 60% DEM and 40% US$.

The stable development in the area of foreign exchange and subsequently in
interest-rate policy made it possible for the National Bank of Slovakia and the
Government (represented by the Ministry of Finance) to take further steps towards
the liberalisation of the country's foreign exchange regime. At the same time, the time
schedule of liberalisation was approved until the year 2000. Apart from accelerating
the process of joining international economic structures, conditions were gradually
created for solving the problem posed by undercapitalisation of Slovak companies.
The liberalisation measures adopted in 1996 include the following:

- cancellation of the limit on the export and import of banknotes and coins
denominated in Slovak or foreign currency by way of tourism, or in the form of
postal or other delivery, and its replacement by a reporting requirement for
amounts up to Sk 150,000 and Sk 20,000 respectively.
liberalisation of financial credits with maturities of five years or more, granted by
residents to non-residents based in an OECD member country;
liberalisation of international trade credits accepted or granted in relation to
OECD, for the realisation of payments for goods and services where an
intermediary is involved between the customer and the supplier - the borrower;

- liberalisation of the acceptance of financial credits by residents from abroad, with
a maturity of three years or more;

- liberalisation of acquisition of real estate by residents in OECD countries;
liberalisation of direct investment in OECD countries.

4.2 Structure of the Money Supply

Over the course of 1996, the M2 money supply (at a fixed rate of exchange)
increased by Sk 58.8 billion (16.5%), while quasi-money grew by Sk 33.3 billion
(15.9%), and the M1 aggregate by Sk 25.5 billion (17.2%). From the beginning of the
year, the rate of year-on-year growth in the money supply exceeded the level of 20%
and culminated in March (24.1%), due mainly to the postponement of the deadline for
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tax payments (taxes for the previous year) until April. The NBS responded to this
development by sterilising the excess liquidity with the aim of constraining the
expansion of bank lending to households and enterprises, and by adjusting its
monetary-policy instruments. The effects of these measures (especially the increase
in minimum required reserves) became evident already in August, when the rate of
year-on-year growth in the money supply fell below 20% for the first time.

Development of M2 in 1995 and 1996 (%)
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During the individual quarters of the year, the development of the M2 aggregate
differed from that of previous years. In past years, the money supply fell during the
first quarter due to tax payments and transfers by economic entities to the State
budget in January and March. In 1996, postponement of the deadline for tax
payments for the previous year until April 1st, combined with the marked growth in
bank lending to households and enterprises caused the money supply to record a
moderate increase in the first quarter as well. During the following quarters, the
money supply continued to grow at a faster rate. The most significant increase in M2
was recorded in the last quarter as usual, due to the crediting of interest to bank
deposits. The growth in the money supply during this period was also influenced by
the crediting of funds obtained from project financing to crown accounts, the relatively
significant increase in bank lending, and the increased position of the Government
vis-a-vis the banking sector.

In comparison with quasi-money, development of the M1 sub-aggregate was
characterised by higher volatility, due to its transactional nature. Regarding the
structure of the money supply, the weight of M1 slightly increased in 1996, due to a
an increase in the weight of currency outside banks.

In 1996, the volume of currency outside the banking sector increased by Sk 9.0
billion (26.1%), and was one of the most dynamic components of the money supply.
When compared with the previous year, currency issuance in 1996 was
characterised by a marked upward trend. The high seasonal increase in the volume
of currency in December was due to the higher turnover of retail sales before the
Christmas holidays.
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Quarterly changes in the M2 money supply (Sk billions)
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The development of demand deposits was due mainly to the demand deposits of
enterprises, which are significantly influenced by the deadlines for the discharge of
obligations vis-a-vis the State budget. The sharpest decline was recorded in the
demand deposits of enterprises, as in previous years, in January. During the
following months, with the exception of April and October, the volume of these
deposits recorded regular month-on-month increases. In the household sector, the
development of demand deposits was characterised by month-on-month increases
during the whole year, except for September and October, due probably to the
increased number of entities paying wages in the form of transfers to current
accounts, and the rise in the level of nominal wages. The level of demand deposits
held by insurance companies fluctuated, depending on the deadlines for the
settlement of obligations vis-a-vis the State budget.

Development of monetary aggregates (Sk millions)
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In 1996, the volume of quasi-money recorded month-on-month decreases only in
April, June, and September. The sharpest decrease was recorded in September and
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was caused by the transfer of corporate time deposits into demand-deposit accounts
(the enterprises needed liquid assets for the payment of quarterly advances on
corporate income tax). Operative changes in the time structure of corporate deposits
indicated that companies made use of the interest-rate differential between demand
and time deposits, when they held their temporarily free funds on accounts with
higher interest rates until the date of payment. At the end of the year, the weight of
qguasi-money fell below the level of January, due primarily to a decrease in the weight
of foreign currency deposits.

Structure of the money supply (%)
1.1.1996 31.3.1996 30.6.1996 30.9.1996 31.12.1996

Money supply [M2] 100.0 100.0 100.0 100.0 100.0
Money [M1] 41.52 39.75 40.02 40.83 41.78
Currency outside banks [MO] 9.65 10.03 10.60 11.05 10.45
Demand deposits 31.87 29.71 29.42 29.78 31.33
- Households 10.46 10.97 11.50 11.61 11.10
- Enterprises 20.98 18.19 17.43 17.80 19.82
- Insurance companies 0.42 0.55 0.49 0.37 0.41
Quasi-money [QM] 58.48 60.25 59.98 59.17 58.22
Time deposits 47.29 49.17 49.56 48.91 48.34
- Households 35.17 36.10 36.30 35.89 35.66
- Enterprises 7.72 8.26 8.48 8.34 8.41
- Insurance companies 4.39 4.81 4.79 4.68 4.28
Foreign-currency deposits 11.19 11.08 10.41 10.26 9.88
- Households 9.93 9.54 9.16 9.01 8.48
- Enterprises 1.26 155 1.25 125 1.39

In 1996, time deposits continued to be a dynamically growing component of the
money supply, with the highest absolute increase among other components. The
most rapid increase was recorded in household deposits, which experienced regular
month-on-month increases with a seasonal maximum in December caused by the
interest credited to deposit accounts. With regard to deposits by term, the most
significant increases were recorded in time deposits at up to 1-year notice, deposits
at above 5-year notice (home savings deposits), and deposits at up to 4-year notice.
Marked decline was recorded only in deposits at up to 5-year notice. Home savings
deposits increased by Sk 8.8 billion, representing 40% of the total volume of growth
in household time deposits. This form of saving is motivated partly by the relatively
high yield (a government bonus of 40%) and partly by the possibility to draw bank
loans at a favourable rate of interest.

Time deposits of enterprises also recorded a relatively significant year-on-year
increase (Sk 7.4 billion) and their month-on-month increases were positive, except for
those in April, June, September, and December. Zero increase (April) and/or decline
in corporate time deposits during these months were influenced by the deadlines for
the discharge of obligations vis-a-vis the State budget - the deposits were used for
this purpose or transformed into demand deposits, so that payments could be
realised operatively in the near future. Significant increases were recorded only in
corporate deposits at up to 1-month notice and deposits at up to 3-month notice. The
placement of corporate funds into such short-term deposits was associated with their
utilisation, especially for ensuring the liquidity of business entities, and the effort to
maximise income by making use of the interest-rate differential between time and
demand deposits. Time deposits of insurance companies also increased somewhat
and their development was basically subject to the same influences as corporate
deposits.
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Over the course of 1996, the volume of foreign-currency deposits increased by Sk
11 billion, due exclusively to corporate deposits, while household deposits
moderately declined.

From 1993 to 1996, the proportion of the M2 money supply and its components to
GDP (at current prices) showed an upward trend. The created gross domestic
product thus demanded improved financial management. However, the weight of the
transaction component of the M1 sub-aggregate was relatively stable. Within the
structure of M1, a marked change took place as a result of a fall in the share of
demand deposits of GDP in 1994, which was caused by an atypical situation in 1993,
after the division of the former CSFR, currency split, and the subsequent exchange of
money in circulation. During the following period, its share was more or less stable.
The need for transactional funds for the management of GDP remained unchanged.
The weight of quasi-money experienced a balanced increase, household time
deposits in particular - money in this form had a store of value function. The lack of
alternative possibilities of financial investment stimulated the growth of time deposits.
Despite a moderate absolute growth in foreign currency deposits, the proportion of
these deposits to GDP showed a downward trend.

4.3 Bank Lending

Bank lending in Slovak koruna and foreign currency to the entrepreneurial sector,
households, central and local authorities for extrabudgetary purposes, by commercial
banks and the NBS, recorded significant increases mainly in March, June, and the
4th quarter of 1996. At the end of December 1996, the total volume of loans reached
Sk 374.4 billion, of which Slovak-crown loans accounted for Sk 338.8 billion and
foreign-currency loans Sk 35.6 billion.

The development of bank lending was influenced by:
surplus of short-term resources at commercial banks;

- cancellation of credit limits on the part of the NBS;

- increase in required reserves with effect from 1 August 1996;

- requirement for commercial banks to achieve a certain ratio of foreign exchange
position for monetary purposes by 31 December 1996.

Of the total increase in bank loans in 1996 (Sk 63.6 billion, i.e. 20.5%), crown
loans accounted for 79.7% and loans in foreign currency 20.3%. From the beginning
of the year, the volume of crown loans expanded by 17.6% (Sk 50.7 billion), while
increases were recorded during the whole year with the exception of January. Loans
in foreign currency increased mainly in the 1st quarter; during the 2nd and 3rd
guarters, the absolute increases gradually decreased. After the introduction of the so-
called foreign exchange position for monetary purposes, the volume of foreign-
currency loans fell during the 4th quarter by Sk 4.5 billion, which was offset by a
significant increase in crown loans.

Most of the total increase in crown lending (Sk 38.8 billion, i.e. 76.5%) was due to
bank loans to non-financial organisations in the entrepreneurial sector. The share of
loans to small businesses was low: the total volume of loans increased by only Sk 0.6
billion throughout the year; this was due partly to the strict security requirements of
commercial banks for bank lending. The year 1996 was the first year to see a
significant increase in loans to households, particularly from September; this was due
to the introduction of advantageous loans for the purchase of a car and for housing
construction by some commercial banks.

Regarding the structure of loans by sector, the share of the private sector further

increased from 57.4% at the beginning of the year, to 60.4% at the end of December.
This development was due chiefly to the accelerated pace of privatisation.
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The structure of crown loans by term was characterised by an increase in the
share of short-term loans (from 36.7% at the beginning of the year, to 40.6% at the
end), stagnation in the share of medium-term loans (around 20.5%), and a decrease
in long-term loans (from 43.3% to 38.5%). Non-performing loans represented almost
one third of the total volume of long-term loans (27.1%).

At the end of 1996, the structure of crown loans by purpose was dominated by
current assets (16.8%), investment loans (14.3%), debit current accounts (5.5%).
Other loans (for housing construction, stock-turnover, privatisation, temporary
shortage of funds, consumer loans, etc.) accounted for 15.3%. A significant share
(48.1%) was held by standard receivables with reservation and classified receivables
(these loans were not monitored according to purpose). The development of the
structure of loans by purpose was characterised by increases in debit current
accounts (148%), loans for the temporary shortage of funds (75.6%), investments
(31.0%), and current assets (29.3%). Of the total increase in crown loans, the largest
amount was provided for current operating expenses, less than a quarter for
investments, and a minimal amount for privatisation.

In a sectoral breakdown, significant increases were reported in the volume of
crown loans in processing industry (33.4%) and trade, sales, catering, and
accommodation (21.6%). In 1996, the most rapid increases were recorded in trade
(Sk 12.9 billion), processing industry (Sk 10.0 billion) - of which, food processing
represented Sk 3.1 billion; textile, clothing, and leather industry Sk 14 billion),
banking industry (Sk 5.2 billion), transport and communications (Sk 4.6 billion).

Bank lending in foreign currency was rather unstable over the course of 1996.
After a marked increase during the first quarter (Sk 7.6 billion), the volume of month-
on-month increases fell by an average of Sk 15 billion during the second and third
quarters, and by Sk 4.5 billion during the last quarter, due to the introduction of the
foreign exchange position of commercial banks for monetary purposes. From the
beginning of the year, the volume of loans increased by a total of Sk 12.9 billion
(56.8%). In 1995, the total increase amounted to Sk 7.4 billion (49.0%).

Over the course of 1996, commercial banks provided new crown loans in the total
amount of Sk 232.4 billion, i.e. 23% more than in 1995. The private entrepreneurial
sector received Sk 171.8 billion, representing 73.9% of the total Sk loans provided in
1996. The structure of new loans was dominated by short-term loans (78.7%), which
were inadequate for development programmes in the individual sectors. With regard
to the discrepancy between the terms of assets and liabilities at commercial banks,
25% of the volume of long-term loans was covered by short-term resources. The
development of newly granted loans and their structure by term indicated that
commercial banks had made an attempt to gradually eliminate the time discrepancy
in question. Thus the key function of loans as tools for the support of long-term
development was vitiated, and bank lending gradually became an instrument used for
the financing of operating expenses.

4.4 Interest Rate Development

At the beginning of 1996, the development of interest rates was indirectly
influenced by the lowering of the discount rate from 9.75% to 8.8%, by which the NBS
signalled its expectations in respect of the future course of price inflation. Commercial
banks saw the discount-rate reduction as a significant indicator of the future
development of market interest rates and subsequently, though with some delay,
adjusted the rates of interest. This was reflected in the level of published interest
rates, which fell by 15 to 4.0 points. The actual lending and deposit rates recorded
smaller changes, due to the persistent high demand for bank loans. Apart from the
indirect effect of the reduction in the discount rate on the development of actual
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interest rates, the level was influenced by the economic situation of commercial
banks, macroeconomic development, competition between domestic and foreign
banks, activities of depositors, as well as the monetary policy of the NBS. The
interest-rate policy continued to be determined by the main commercial banks an
other banks adjusted to it. Despite the relatively high level of lending rates and the
low rate of inflation, the total earnings of the banking sector during the current period
fell year-on-year by 13.2% in December 1996, while total expenses during the same
period increased by 6.4%. The decline in the profitability ratio of the banking sector
was due to the increased creation of provisions, reduction in interest receipts,
lowering the ratio of earning assets to total assets, and increase in the volume of
foreign resources. As a result of this development, the net interest rate margin
decreased over the course of the year, to roughly 40% of the level in 1995.

In the light of the above facts, particularly the development of inflation, the level of
interest rates on loans as well as deposits remained high. For the future development
of lending rates, there is a real possibility of them being lowered at least to the same
extent as the rates of interest on deposits.

Development of interest rates (%)

1996
1 2 3 4 5 6 7 8 9 10| 11 12

Average interest rate on total bank

credit" 14.84|14.43|14.20|14.27|13.95|13.43| 13.23| 13.25| 13.28| 13.36| 13.42| 13.22

Average interest rate

on deposits 7.52| 7.24| 6.59| 6.49| 6.48| 6.54| 6.58| 6.75| 6.70| 6.70| 6.76| 6.18
Nominal interest

rate margin 7.32| 7.19| 7.61| 7.78| 7.47| 6.89| 6.65| 6.50| 6.58| 6.66| 6.66| 7.04
Average interest rate

on new loans 13.42|13.88|13.54|12.80(12.95|12.58| 13.23| 13.06| 13.56| 13.57| 14.27| 13.45
Discount

rate 8.80| 8.80| 8.80| 8.80| 8.80| 8.80| 8.80| 8.80| 8.80| 8.80| 8.80| 8.80
Annual rate

of inflation 6.40| 6.20| 6.10| 6.00| 6.10| 6.20| 5.50| 5.60| 5.20| 5.30| 5.4| 54
Average interest rate

on annual deposits 11.33/10.80| 9.41| 9.24| 9.08| 9.08| 9.03| 9.11| 9.07| 9.05| 9.09| 8.91
Real interest

rate 493| 4.60| 3.31| 3.24| 2.98| 2.88| 3.53| 3.51| 3.87| 3.75| 3.69| 3.51
Average interest rate on loans

including 0% rates 4 12.90|12.58|12.32|12.35(11.96|11.71|11.58| 11.63| 11.53| 11.55|11.63|11.16
Nominal interest

rate 5.38| 5.34| 5.73| 5.86| 5.48| 5.17| 5.00f 4.88 4.83| 4.85| 4.87| 4.98

1/ Excluding unpaid interest
2/ Including unpaid interest

Compared with the figure for December 1995, the average interest rate on the
total volume of loans fell by 1.56 points, to 13.22% at the end of 1996. The turning
point was May, when the interest rate fell below 14%. The most significant reductions
were recorded in interest rates on medium-term loans (by 2.49 points, to 15.28%),
short-term loans (by 2.31 points, to 13.86%), and on long-term loans (by 0.77 points,
to 11.35%). The low level of interest rates on long-term loans was due to the fixed
rates of interest on loans granted in the past at an interest rate of up to 6%.

The interest-rate policy of commercial banks was best exemplified by the level of
interest rates on new loans, which were not influenced by loans granted in the past
with fixed interest rates. The average rate of interest on the total volume of new loans
fell from 14.04% in December 1995, to 13.45% in December 1996 (by 0.59 points).
The average rate was most influenced by a fall in short-term interest rates (by 0.16
points), which applied to the majority of loans (76% to 84% during the year), and
which was supported by the reduction in interest rates on medium- and long-term
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loans (0.69 to 3.12 points). Medium and long-term interest rates were considerably
influenced by a random change in the structure of loans by purpose, as a result of
their small volume. The weight of new short-term loans represented 78.7%, medium-
term loans 4.2%, and long-term loans accounted for 7.1%.

Interest rates on new medium- and long-term loans experienced marked
fluctuations throughout the year, due mainly to the structure of customers,
advantageous loans for certain entrepreneurial entities, drawing of loans for housing
construction projects at a rate of 1%, and the introduction of attractive consumer
loans at a rate of 10 to 12%.

The development of new short-term loans in 1996, was marked by the absence of
any correlation between average interest rates for customers and interbank money
market rates, especially during the first half of the year, when the correlation ratio
reached negative values. During the second half of 1996, the average rates of
interest on the interbank money market approached the average value of interest
rates on new short-term loans.

Owing to the reduction in the discount rate and the fall in inflation, the level of
lending rates fell significantly, while deposit rates remained virtually unchanged in the
second half of 1995. Marked changes in interest rates on crown deposits were first
recorded in March 1996. The average interest rate on crown deposits fell by 2.05
points from the beginning of the year, to 6.18%. Marked reductions were recorded in
interest rates on time deposits (an average of 2.35 points). The most significant cuts
were recorded in interest rates on deposits at 1 to 2-year notice, which represented
37.9% of the total volume of crown deposits at the beginning of the year; this share
had fallen to 33.4% by the end of the year. The average interest rates were reduced
on crown deposits with the largest volumes. Reductions were recorded in average
interest rates on:

- deposits at two-year notice: by 3.09 points, to 9.44%;
deposits at 18-month notice: by 2.59 points, to 10.43%;
- deposits at one-year notice: by 2.55 points, to 8.91 %.

Over the course of the year, the real interest rates on one-year deposits showed
a downward trend with moderate fluctuations in individual months, the level falling
from 4.26% in December 1995 to 3.51% at the end of 1996, due mainly to the
marked reduction in nominal interest rates on one-year deposits (2.55 points)
exceeding the fall in the annual rate of price inflation (1.8 points).

4.5 Implementation of Monetary Policy

One of the indicators and operative goals of monetary policy is the monetary
base, reserve money (sum of issued currency and reserves of commercial banks at
the NBS). The monetary base is the narrowest monetary aggregate, which reflects
the development of the money supply in terms of M2 on the one hand, and affects the
volume of money in the economy by regulating the liquidity of commercial banks
through the level of surplus reserves on the other. The level of excess reserves is
also regulated through autonomous factors, but mainly through central bank
operations by means of monetary-policy factors.

In 1996, the monetary base increased by Sk 16.6 billion; of which, Sk 10.7 billion
was created through autonomous factors and the remaining Sk 5.9 billion through
monetary-policy factors.

The influence of autonomous factors on the growth of commercial bank reserves

moderated, due mainly to the slower rate of growth in net foreign assets, which
increased by only Sk 18 billion in 1996, compared with Sk 43 billion in 1995. In 1996,
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the development of net foreign assets at the NBS was influenced by outflow of funds
previously obtained through the capital account in the form of payments for imports,
while in 1995 the volume of the capital and financial account markedly exceeded that
of the balance of payment current account.

The deficit of the 1996 State budget, which was Sk 17.2 billion higher than in
previous year, was covered by issues of Treasury bills. At fist sight, the budget deficit
had no influence on the liquidity of commercial banks, because it was fully covered
by Treasury bills. However, a part of the deficit could only be covered at the expense
of an increase in monetary-policy factors, which means that the NBS purchased
Treasury bills for its own portfolio. In this way, the economy acquired an additional
amount of financial resources for the support of aggregate demand at the end of the
year.

Government funds supplied to the economy through the accounts of banks are,
from the point of view of bank liquidity, drawn by issues of Treasury bills, they
represent a source of consumption in the economy and create a certain basis for the
expansion of bank lending, which is reflected either in a rise in the level of required
reserves or fall in foreign assets, through outflow of funds in the form of payments for
imports.

In comparison with the development of monetary-policy factors in 1995 (a fall of
Sk 1.0 bhillion), the monetary policy of the NBS for 1996 can be characterised as
refinancing, as the monetary-policy factors increased by Sk 5.9 billion over the
course of the year, and reached an average of Sk 7.3 billion in December.

The most significant average volumes of monetary-policy factors were reported in
May, August, and during the final months of 1996. The August increase in refinancing
was associated with the rise in the level of required reserves, when the banking
sector could not obtain enough funds even from sales of foreign exchange and
transactions in central bank bills (NBS bills). After August, the issues of NBS bills
were not renewed within the scope of sterilisation and the due securities of the
central bank represented an indirect release of liquidity.

Refinancing in November and December as part of monetary-policy factors,
which reached an average amount of almost Sk 6 billion, was caused by the supply
of liquidity to the banking sector for the purpose of financing the State budget deficit
through purchases of Treasury bills by banking institutions.

In December, the development of monetary-policy factors showed considerable
fluctuation. The peak value (Sk 15 billion) was reached, for reasons already
mentioned, during the final days of the month.

With regard to the level and development of monetary-policy factors, the
monetary policy pursued by the NBS in 1996 may be characterised as expansive.

The resources created through the NBS balance were absorbed by an increase in
the volume of issued currency (an average of Sk 12 billion). The remaining funds
were consumed by the increase in deposits held by commercial banks on accounts
with the NBS. In addition to these resources, the banks made use of funds obtained
from NBS bills in the amount of Sk 12.5 billion, by which their portfolios diminished as
a result of the lack of interest in new issues and trading (refinancing) in existing
securities. This means that the Bank's disposable portfolio earmarked for the
sterilisation of liquidity was not utilised during the last quarter of 1996.

Due to surplus liquidity, the NBS began issuing central bank bills (NBS bills)

already in the first quarter of 1995 and to create opportunities for banks to invest their
free resources.
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Within the balances of commercial banks, the possibilities to invest in NBS
securities were gradually replaced, in August 1996, by low-interest earning required
minimum reserves, on account of the ineffectiveness or low effectiveness of bank
liquidity sterilisation by means of NBS bills, which were meant to partly replace bank
lending within the balances of commercial banks. The increased lending activities of
commercial banks induced the NBS to redirect the free reserves of these banks into
required minimum reserves.

In September, the banking sector adjusted to the policy of the NBS and its
situation stabilised. In November, the level of free reserves at commercial banks fell
by Sk 3 billion and reached, for the first time in 1996, negative values, indicating that
the commercial banks were dependent on NBS refinancing, for the volume of
monetary-policy factors was higher than that of the banks' own resources in the form
of excess reserves and NBS bills portfolios.

Free reserves are defined as the excess reserves of commercial banks and their
portfolios of NBS bills excluding monetary-policy factors, which represent a source of
temporary refinancing for banks. Free reserves are short-term assets and represent,
when banks show interest, a substitution for bank loans and consequently a potential
source of pressure on the growth of the money supply.

4.6 Instruments of Monetary Policy
1. Interest rate policy

a) From 1 January 1996:
- Discount rate: 9.75%;
-Lombard rate: 13.00%.

b) From 13 January 1996:
- Discount rate: 8.80%;

¢) From 17 July 1996:
- Lombard rate: 15.00%.

2. Reserve requirements

a) With effect from 1 January 1996, the ratio of primary deposits for the calculation of
minimum required reserves was set at 3% of time deposits, 9% of demand
deposits, and 1% of home savings deposits.

b) With effect from March 1996, the period applied for when evaluating banks'
required reserves was reduced from one month to two weeks.

c) With effect from 1 August 1996, the ratio of required reserves was set at 9% of
primary time- and demand deposits for all commercial banks, with the exception of
home savings banks, which are required to maintain minimum reserves amounting
to 3% of primary deposits. At the same time, required reserves started to bear
interest at the rate of 1.5%, up to the level of required reserves set for the period
under consideration.

3. System of refinancing

The refinancing of commercial banks took one of the following forms:
a) Redistribution loans:
- Traditional - at a rate of 9.5%;
- Soft loan - at a rate of 7.5%;
b) Lombard loans (loans backed by a pledge of securities) granted
at Lombard rate;
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c) Bills of exchange - bills of exchange are discounted and rediscounted at the
discount rate; this form of refinancing included bills discounted for export
promotion and bills rediscounted for the support of agriculture;

d) Open market operations - for the purpose of refinancing.

4. System of bilateral agreements
- Instrument designed to influence the lending operations of commercial banks.
5. Treasury bills

- An effective means of financing the State budget deficit;

- A means of managing the liquidity of commercial banks through
a) secondary sales / purchases
b) REPO operations (repurchase agreements).

6. NBS bills

- Instrument used by the central bank to influence liquidity of commercial banks via
the same trading sectors as for Treasury bills.

7. Exchange-rate and foreign-exchange policy

a) The currency basket of the Sk (since 14 July 1994).

Currency uss DEM Absolute definition of the currency basket:
Weight 40% 60% 1 IDX = 0.012817 US$ + 0.029663 DEM
Exchange rate Sk 31.209 20.227

b) Evaluation of the currency basket of the Sk:

The turnover of foreign exchange operations under payment items specified in
groups 1 to 6 in convertible currencies (excluding other convertible currencies, i.e.
Czech crown, Hungarian forint, etc.) reached Sk 637.6 billion during the period
from January to December 1996. The average monthly turnover (Sk 53.1 billion)
increased by 29.8% year-on-year. The deficit of foreign exchange receipts and
payments reached a level of Sk 34.0 billion during the twelve months of 1996. The
currency structure of the turnover was dominated by DEM (41.7%) and US$
(34.3%). The other European currencies, with a strong correlation to DEM,
accounted for 22.1%. Together with DEM, these currencies represented 63.8% of
the total volume. The share of non-continental currencies including GBP was
substantially lower (1.9%), and, together with US$, accounted for 36.2% of the
total turnover.

The turnover of foreign exchange receipts and payments, including other
convertible currencies, mainly the Czech crown (CZK), reached Sk 724.1 billion in
1996. The large share of CZK in the achieved turnover (Sk 85.9 billion, i.e. 11.9%)
and its inclusion in total turnover (converted according to the currency basket
consisting of 65% CZK and 35% DEM) changed the structure of the total turnover
in favour of DEM (64.0%) and to the detriment of US$ (36.0%).

¢) Real effective exchange rate of the Slovak koruna
The real effective exchange rate of the Slovak koruna, calculated on the basis of
the consumer price index, compared with those of Slovakia's eight trading partners
having a significant share in the country's foreign trade turnover (USA, Great
Britain, Austria, France, Germany, Italy, Holland, and Switzerland), appreciated in
1996 by 2.9%; or, when compared with the country's nine trading partners
(including the Czech Republic), it depreciated by 2.8%.

The real effective exchange rate of the Slovak koruna, calculated on the basis of
the producer price index, compared with those of Slovakia's eight trading partners,
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appreciated by 3.9%; or, compared with the country's nine trading partners,
depreciated by 0.4% in 1996.

d) Management of the foreign exchange position of commercial banks:
Approach to NBS foreign exchange fixing in terms of a FXA/FXL ratio (foreign
exchange assets / foreign exchange liabilities) was lower than 1.05; ie. the
commercial bank can adjust its foreign exchange position to the 1.05 coefficient at
any time, by the sale or purchase of foreign exchange on the interbank foreign
exchange market or upon foreign exchange fixing by the NBS.

Within the scope of monetary-policy instruments, the NBS introduced the concept
of 'foreign exchange position of banks for monetary purposes' in July. Its ratio is
calculated as the proportion of foreign exchange assets of non-residents to the sum
of foreign exchange liabilities, reduced by capital in foreign currency, and liabilities of
non-resident banks denominated in Slovak crowns. The value of this ratio was set at
0.65, and banks were required to achieve it by 31 December 1996.

Calculation of the foreign exchange position (FXPMP):

FXAN
FXPMP =

FXL + LNSk - C
FXPMP - foreign exchange position for monetary purposes;
FXAN - foreign exchange assets of non-residents;
FXL - foreign exchange liabilities in total;
LNSk - liabilities of non-residents in Slovak koruna;
C - capital and other own resources in foreign currency and

unpaid capital in foreign currency.

- Obligatory values of the FXPMP ratio:
As of 31 December 1996 - min. 0.65;
As of 31 March 1997 - min. 0.70;
As of 30 June 1997 - min. 0.80.

- Penalties for non-fulfilment of the obligatory FXPMP ratio:
9% of the volume of the non-fulfilled ratio of FXPMP.

e) Exchange rate fluctuation:

The exchange rates of the Slovak koruna against fully convertible currencies in
NBS foreign exchange fixing are regulated by the rate of IDX/Sk, representing the
influence of demand and supply on the part of commercial banks. The IDX/Sk rate
moves within a fluctuation band of +5% (as of 17 July 1996) and is subject to
decisions passed by the Auction Committee of the NBS. At the same time, the
Bank Board of the NBS cancelled the maximum daily deviation within the
fluctuation band, as part of adjustments to the monetary-policy instruments. In
1996, the initial level of the IDX currency basket was 0.9912, which had risen to
1,0175 (max. level in 1996) by the end of December. The minimum level (0.9896)
of the IDX unit was recorded in April 1996.

f) Foreign exchange policy vis-a-vis the population

In 1996, citizens of the Slovak Republic could purchase foreign exchange at
financial institutions up to the equivalent of Sk 60,000.

4.7 Monetary Calendar
January

- With effect from 13 January 1996, the Bank Board of the NBS decided to lower the
discount rate to 8.8%;
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- With effect from 1 March 1996, the National Council of the SR passed an
amendment to the Banking Act;

March

- Change in the method of evaluating minimum required reserves: the period of
evaluation was reduced to two weeks;

- The NBS issued a decree stipulating the terms and conditions of trading in foreign
exchange by banks on the interbank foreign exchange market.

- With effect from 1 July 1996. the National Council of the SR passed the Protection
of Bank Deposits Act.

April

- The American rating agency, Standard and Poor's, raised the hard currency long-
term liability rating of Slovakia, as represented by the NBS, from BB+ to BBB- with
stable outlook;

- The specialised rating agency Thompson Bankwatch assigned a new risk rating to
the SR, at the level of BB+.

- On 22 April 1996, a credit line agreement was signed with EXIM Bank of Japan for a
JPY 10 billion Two Step Loan, earmarked for the support of small- and medium-
sized businesses.

May
- The Bank Board of the NBS approved some adjustments to the Monetary
Programme for 1996.

June
- Representatives of the SR took part in a series of negotiations with OECD in Paris,
in connection with the planned admission of Slovakia into OECD.

July

- The Bank Board of the NBS decided to modify the instruments of monetary policy.

- At the invitation of the NBS and the Ministry of Finance, the IMF sent a mission to
Slovakia to study the ongoing structural reform of the economy, the course of
privatisation, and the reform of the country's financial system.

August

- The European rating agency IBCA assighed a BBB- (investment grade) rating to the
SR as represented by the NBS.

- In the largest clearing and payment system 'Euroclear, the Slovak koruna was
accepted as a clearing currency, in connection with the first issue of Eurocrown
bonds, i.e. Eurobonds denominated in Slovak koruna.

October

- With effect from 1 January 1997, the Bank Board of the NBS passed a decree
stipulating the foreign exchange position of banks for monetary purposes.

- The NBS signed an agreement on co-operation with Nomura International Plc,
under which Nomura has become financial advisor to the NBS.

- On 10 to 23 October 1996, the NBS was visited by an IMF mission within the
framework of regular consultations in accordance with Article 4 of the International
Monetary Fund Agreement.

December

- The Bank Board approved the Monetary Programme of the NBS for 1997. With
effect from 1 January 1997, approved the minimum reserve requirements for
mortgage bonds and municipal bonds issued by mortgage banks (3%).

- On 1 December 1996, further measures were adopted with the aim of liberalising
capital account payments.
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5. FINANCIAL MARKETS

5.1 Money Market

Over the course of 1996, the Ministry of Finance of the SR (MF SR) called 41
auctions of Treasury bills, with 36 issues floated to raise funds to cover the current
State budget deficit. On occasions when the auctions of Treasury bills failed to cover
the deficit, the MF SR resorted to so-called 'tap' issues for the portfolio of the National
Bank of Slovakia (NBS). There were fifteen of them. Since the beginning of the year,
the Ministry of Finance issued Treasury bills in the amount of Sk 119.9 billion, an
average of Sk 2.3 billion per single issue. Compared to the previous period, this
meant an annual increase of Sk 69.1 billion, with the average issue about Sk 0.2
billion larger. In the wake of the Ministry's issuing activity during the year, the volume
of traded state securities covering budget shortfalls had mounted from the initial Sk
5.7 to 27.0 billion by the end of the year.

While the amount of Treasury bills sold in regular issues during the first three
guarters managed to cover budget financing needs, with only two 'tap' issues worth a
total of Sk 2.5 billion required to tide the budget over a temporary discrepance
between revenues and expenditures, heavier budget spending and depleted liquidity
in the banking sector called for another thirteen 'tap' issues in the last quarter of the
year. Apart from these auxiliary issues, the NBS also bought up an additional Sk 8.8
billion worth of Treasury bills in regular issues, seizing a 37% share in total Treasury-
bill sales on the primary market. The share of investors other than banks, in the
purchase of Treasury bills was insignificant (1.7%).

Basic characteristics of Treasury-bill issues in 1996

Number Of which, Number of Average
of issues for bills sold Of which interest Demand
issues NBS portfolio (PCS) NBS Non-banks rate (%) (in pcs)
Q1 10 2 16,852 2,500 886 6.756 50,585
Q2 7 6,364 1,260 270 7.066 21,216
Q3 10 16,603 3,400 149 8.296 20,161
Q4 29 13 83,081 38,282 858 10.573 59,659
1996 56 15 122,900 45,442 2,163 9.560 151,621

As far as redemption periods are concerned, Treasury-bill issues had maturities
ranging from 3 to 28 days. There was a problem with little variability of maturity in
individual periods. While the first three quarters were dominated by items with short
redemption periods, around 1 month, the last two months of the year were special for
regular auctions, selling government securities largely maturing in 9 months.

Although the bulk of Treasury bills in primary sale was floated at American
auctions, where the volume is not announced in advance and no maximum interest
rate is set, the issuer did fix a maximum interest rate in the year's last issue in an
attempt to stem additional growth of the average yield. Average interest rates were
gaining down the year, starting out at 6.25% p.a. in January's 3-week issue, to top
out at 13.59% p.a., in December's 9-month issue, as the average rate weighted by
actual volumes mounted from 6.76% in the first quarter to 10.57% in the last quarter.
Apart from the development of lending rates on the interbank market, it was
especially the efforts of the MF SR to prop up the budget, seen in vigorous issuing
activity and a tendency to accept maximum number of auction bids, that boosted
interest rates in the primary market from 9.669 to 13.591% p.a., particularly in
November and December.

The scrapping of credit limits previously imposed on individual commercial banks,
coupled with stronger use of NBS's market instruments, increased the role of the
domestic money market as a medium of monetary policy.
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In response to fairly excessive liquidity in the money market in early 1996, the
NBS drained the surplus by active use of open market operations. With a
combination of regular issues of NBS bills and short-term REPO tenders of NBS bills
from own portfolio, the NBS managed to stabilise the level of liquidity in the banking
sector, a success given away by steady interest rates held between 9.5 and 10%. A
series of interventions warded off undesired swings in required reserves compliance
of the banking sector. During that phase, the NBS tailored its REPO rates to its
intervention goals, which made them the key price factor in the money market.
Increased reference weight of the interbank deposit market, characterised by rates
charged in the purchase and sale of standard-maturity deposits, can be told from the
adding of six-month deposits to the BRIBOR (Bratislava Interbank Offered Rate) list
on 1 March, 1996, as well as from the way commercial banks started to peg part of
their lending activity to the official BRIBOR.

Interest rate development on the interbank market - BRIBOR (in % p.a.)
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For short periods of time, redundant liquidity was drained by REPO transactions
(repurchase agreements made over a specific period) maturing in no more than 7
days. This kind of transaction accounted for about two-thirds of NBS's total open
market operations in the first quarter. Virtually all of the sterilisation of short-term
liquidity was made in individual transactions, expect for 3 bulk REPO auctions in
February and March, selling NBS bills from its own portfolio. The NBS has been
floating special issues of NBS bills designed for its own portfolio throughout the year,
all of them maturing in 3 months, save for the last 1-month issue. These issues within
its working portfolio gave the NBS a lasting handle on the sterilisation of liquidity in
the banking sector through the short-term securities market. The volume of REPO
operations conducted by the NBS ranged from Sk 3 to 22 billion, some Sk 8 billion on
average.

Despite certain positive achievements in stabilisation of the money market,
sterilisation of surplus liquidity did little to bridle lending activities of commercial
banks. That is why the NBS decided to lock abundant liquidity for longer periods of
time and started staging weekly auctions of 3-month NBS bills in March, followed by
6-month NBS bills in mid-April. A series of seven auctions held between mid-March
and the beginning of May floated 17,283 pcs of NBS bills, which would exhaust
liquidity in the banking sector until commercial banks found themselves dependent on
refinancing in May. In response to the shortage, the market lifted the BRIBOR rates.
This in turn led to growing auction interest rates on the primary market for Treasury
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bills, as well as the primary market for NBS bills, coinciding with flagging demand for
NBS hills on the part of commercial banks.

Interest rates in the interbank market - BRIBOR

Overnight 7 days 14 days 1 month 2 months | 3 months | 6 months
January 9.33 9.39 9.43 9.53 9.59 9.64 9.99
February 9.37 9.39 9.43 9.53 9.55 9.56 9.78
March 9.43 9.41 9.41 9.42 9.42 9.43 9.77
Q1 9.38 9.40 9.43 9.49 9.52 9.54 9.85
April 9.65 9.59 9.56 9.51 9.46 9.45 9.59
May 9.80 9.79 9.79 9.78 9.74 9.72 9.78
June 12.06 11.99 11.98 11.96 11.88 11.83 11.46
Q2 10.50 10.46 10.44 10.42 10.36 10.33 10.28
July 12.65 13.07 13.27 13.43 13.40 13.40 13.33
August 13.68 13.60 13.63 13.66 13.68 13.69 13.78
September 13.04 12.97 13.00 13.05 13.09 13.11 13.22
Q3 13.12 13.21 13.30 13.38 13.39 13.40 13.44
October 13.12 12.99 13.02 13.08 13.11 13.11 13.13
November 14.37 14.55 14.55 14.46 14.39 14.38 14.30
December 12.34 14.59 14.72 14.91 14.93 14.93 14.97
Q4 13.28 14.04 14.09 14.15 14.14 14.14 14.13
1996 11.57 11.79 11.82 11.87 11.86 11.86 11.93

Prompted by unfavourable developments in money aggregates, the NBS widened
the REPO spread to 1.5% in May in an effort to cut refinancing for commercial banks.
Interbank rates, after being stable and even for some time, rose in May and
continued growing over the next two months. In early June, interbank rates bounced
by 2 to 3%; depending on the time of maturity. There was a fairly high volatility in
short-term deposit rates, which were not only quick to pick up drifts in absolute
liquidity in the banking sector, but also responded to the compliance or failure to
comply with required reserves, especially in the final days of each two-week reading.
Banks saw some of their money coming back in June and July, the time of
redemption of some Sk 14.3 billion worth of 3-month NBS bills. Only two auctions out
of eight called were successful, floating NBS bills worth a nominal Sk 5.3 billion.
Banks shied away from investments into NBS bills in an effort to maintain their
liquidity, as well as because the bills lost their attraction when the NBS ignored
market expectations through reluctance to accept interest rates in the primary
market. With a large part of the free liquidity released in exchange for redeemed NBS
bills no longer spent back in new auctions, the banking sector lost its dependence on
refinancing, which led to yet another sterilisation balance in NBS's open market
operations in July.

Basic characteristics of NBS-bill issues in 1996

Number Of which, Number Average
of issues for | of bills sold Of which interest Demand
issues NBS portfolio]  (in pcs) NBS Banks rate (%) (in pcs)
Q1 7 2 50,323 40,000 10,323 7.631 28,501
Q2 14 1 22,910 5,000 17,910 8.043 26,390
Q3 14 1 12,100 10,000 2,100 9.246 8,500
Q4 5 1 7,900 5,000 2,900 10.583 4,030
1996 40 5 93,233 60,000 33,233 8.213 67,421

Unrelenting growth of loans prompted the NBS to rein surplus liquidity by lifting
required reserves on 1 August. This brought about an increase of Sk 13 billion in total
required reserves, driving commercial banks back into refinancing addiction. On the
heels of the announcement made in the middle of July, BRIBOR skipped almost 1
point. Since most of the trading done in the period involved transactions with longer
maturity spans, momentary abundance of short-term money pushed down 1-month
interest rates and widened the spread of the yield curve to 3 points. In early August,
when the NBS's new required reserves regulation came into force, the yield curve
nearly levelled out, although at a level almost 2 points higher than in the previous
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month. A subtle adjustment of rates at the end of August settled the market for some
time and interest rates did not stray too far from an average 13.2 % until the first ten-
day period of November.

On 1 August 1996, seven commercial banks signed up with the NBS to serve as
reference banks. With the past system of reference banks only bound by informal
covenants now turning into a full-fledged official system, this was a qualitative leap in
over one-and-a-half years in the building of Slovakia's interbank market. The status of
reference banks was granted to banks quoting all standard maturity deposits listed in
BRIBOR, which had a substantial share in the deposit market, observed the agreed
maximum interest rate spreads between offer and bid, and kept up sufficient mutual
credit lines.

In September, the market gained better financial foothold after the redemption of
some Sk 6.7 billion of NBS bills, which made up for part of the liquidity lost to higher
required reserves and allowed continued decline of interbank interest rates. Contrary
to BRIBOR, though, interest rates in the primary market of Treasury bills were going
up with the average rate in accepted bids at Treasury bills auctions growing with
each additional auction. At the end of the month, in an attempt to straighten out the
disproportion between money market rates, the NBS raised the refinancing REPO
rate to 8.7% and trimmed the sterilising REPO rate to 7.2%, and this value remained
unchanged for the rest of the year. The NBS carried on regulating liquidity in the
banking sector with individual REPO transactions and continued auctions of NBS
bills, even though commercial bank's stayed largely uninterested, because the yield
offered probably was not a sufficient attraction.

After two months of relative stability and balance, the interbank market slipped
back into refinancing dependence and became unstable again. Over a few days,
one-day money rates hit 15.4%. Other maturity spans traded between 14.3 and
14.8%, with the curve slightly growing by 0.2-0.4 points by the end of month. Since
the MF SR did not stop issuing 9-month NBS bills, the NBS suspended auctions of
Treasury bills to avoid competing with the MF SR on the primary market, and
intervened with individual REPO operations instead. Due to a growing average
accepted interest rate at Treasury bills auctions, the central bank increased the
refinancing REPO rate to 9.7% at the end of the year.

December caught the interbank market quite unsettled. Along with declining
BRIBOR rates during the first days of the month and their rebound later on, yields
kept on growing at Treasury-bill auctions. Anxious to cover the budget deficit, the MF
SR accepted virtually any bids from commercial banks, which showed increased
interest in auctions due to the rising yields. In a mere five days in the second half of
December, the lack of liquidity in the banking sector fired up interest rates, especially
for short-term deposits, to 17.1-17.8% p.a. One- to six-month rates bounced to 15.5-
15.95%, which meant a leap of between 15 and 5.2 percentage points. Before the
year was out, there had been yet demand for liquid resources on the eve of holidays,
as banks struggled to fulfil reserve requirements.
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5.2 Capital Market
5.2.1 Primary Market
Government Bonds

There were four auctions of government bonds in 1996, with three issues floated.
In March, pursuant to Article 14 of the 1996 State Budget Act No. 304/1995 Z.z., the
Government floated Issue No. 020. Its proceeds were intended to finance new
highway construction projects in Slovakia. Other issues were released under Slovak
Parliament Resolution No. 396 of 3 July, 1996, to finance the 1995 State budget
deficit.

Resident banking institutions were the only eligible entrants for Issue No. 020. Of
15 banks filing for it, the issuer - the Ministry of Finance of the SR (MF SR) - singled
out and accepted 7 bids. The advantage of this particular placement was its limited
size. Assuming high demand, which outstripped supply, it was possible to bargain for
a lower yield before maturity, as compared to the yield set in the terms of issue (7.8%
p.a.). The lower yield came as a cost-cutting move for the issuer as well as evidence
of a declining trend in the yield of fixed-rate securities. This trend was rooted in the
solid macroeconomic results of 1995, a cut in the discount rate in January and
especially the high level of liquidity in the banking sector, where demand tripled the
actual volume of the issue.

Apart from banks, the August Issue No. 021 was also open to stock dealers, who
did not take up the opportunity, however. lts yield was increased to 9% p.a., due to
more adverse conditions for primary market placements as compared to the first half
of the year, caused by a combination of growing number of non-government bond
placements, ongoing lack of banking liquidity and an increase in money market rates.
The issue price was set to be at least 100% of the face value, which had a significant
effect on pre-redemption yield achieved at the auction and allowed the issuer to
accept all ten bids.

September's government bond issue No. 022 had the yield trimmed by 0.5
percentage points, to 8.5% p.a., compared with the previous month's figure. It was
especially this cut, coupled with restricted issue price, that failed the auction.
Considering the failure of the auction, the issuer decided to follow Article 4,
paragraph 7, of the Basic Agreement on Auction Bond Placements and rejected all
presented bids.

Aware of the flop of the September auction, the October Issue No. 023 again
carried a yield of 9.0% p.a., with no limitations to the issue price. These factors made
a significant contribution to the successful placement of the entire volume of this last
government bond issue of 1996. Eleven banks checked into the auction, and eight
bids were accepted.

All issues of government bonds in 1996, were placed at American-style auctions.
Short maturities were their common feature (12, or 18 months), which did not quite fit
in the general trend in the primary market. In particular in the March issue of No. 020,
this resulted in unused opportunity to obtain long-term funding under good conditions.
This was also documented by developments on the primary market, especially after
the turn of the second half of the year, which was affected by growing interest rates in
the money market.

The good thing about these issues was that their proceeds managed to pay off
the 1995 State budget deficit, and that the issuer's interest rate costs, calculated as
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the weighted arithmetic average of floated bond volumes, came out at 8.64%, some
157 percentage points down from 1995.

By 31 December 1996, the volume of government bond issues had reached Sk
66,395 million. The total of all outstanding state bond issues slipped 0.80% from the
1995 close to Sk 53,665 million. This decline can be traced back to the redemption of
six issues worth Sk 11,730 million, as opposed to only three new issues floating Sk
11,299 million.

Publicly Negotiable Non-Government Bonds

In 1996, there were 56 placements of publicly negotiable non-government bonds
totalling Sk 22,085 million, an increase of 101.87% from 1995. By months, the
placements peaked in December (14 issues worth Sk 7,435 million).

The list of leading and largest placements included bank bonds along with
corporate bonds of enterprises such as Benzinol, Zeleznice Slovenskej republiky,
Zeleziarne Podbrezovd, Slovenské elektrarne and others. Virtually all notable issues
came with a fixed yield, while smaller releases tended to have variable yields tied to
the NBS's discount rate. Although maturity was mostly around 5 years, a number of
issues were packed with a call option for early redemption.

Even though a slow primary bond market posed some difficulties to new
placements, often leaving issue managers stuck with varying leftovers in their
portfolios, the general increase in the number and volume of issues of publicly
tradable non-government bonds in 1996 came as a projection of past trends,
suggesting an increasingly important role of bonds in the Slovak capital market.

5.2.2 Secondary Market

In 1996, the Bratislava Securities Exchange (BCPB) recorded an increase in the
total volume of trading, as well as in the number of securities traded. In 247 business
days, the BCPB turned over stock worth a total of Sk 114,116 million, some 184.8%
more than the year ago. In other words, about Sk 462 million worth of stock changed
hands on an average day.

There has been a considerable upsurge in anonymous trading. While it took
BCPB a full year to trade Sk 470.8 million in anonymous transaction in 1995, the
same bulk was traded in each of the twelve months of 1996. That amounted up to an
annual Sk 15,824 million in anonymous trading, giving it a share of 13.87% in all
transactions made on the BCPB floor. Speaking of types of securities, bonds gained
somewhat of an edge with 53.3% of corporate equity taking the remaining 46.7%.

Another substantial rise was recorded in direct transactions, which totalled Sk
98,292 million in 1996, about 148.2% up from 1995. Shares were involved in 77.1%
of all direct transactions.

Bonds

In 1996, bond transactions amounted to Sk 30,986 million, representing an
increase of 102.02% from 1995 which brought it to a 27.15% share in BCPB's
consolidated turnover. Transactions in listed bonds totalled Sk 17,464 million. During
the year, the exchange listed 17 government bond issues, the number of which was
down to 12 totalling Sk 47,286 million on the last trading day of the year. Total
turnover of government bonds was Sk 10,353 million, which was 7.1% less than in
1995. This fall may be attributed in particular, to thinner supply of new government
bond issues, their short maturity, the redemption of five old issues and a growing
supply of non-government bonds at the BCPB. The most heavily traded state issues
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were No. 013 (Sk 4,098 million), No. 011. (Sk 1,432 million) and No. 008 (Sk 1,196
million). Issues No. 013, and 008, were probably deemed attractive for their
approaching redemption date as well as the possibility of their use in REPO
operations with the National Bank of Slovakia, where these two were the most
frequently appearing issues. Commercial banks were the most active government
bond traders.

The best selling non-government item on the listed bond market was the VSZ
bond, turning over a total of Sk 2,228 million. Heading the field in anonymous trading
was VUB 01 with Sk 918 million.

Slovak Bond Index - SDX in 1996 (%)
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The SAX index started out in 1996 at 153.82 points, and recorded its annual
minimum (150.40 points) on 4 January. In the five next months, SAX bounced back
and kept on growing with only slight random slips, crossing 200 points in April. After a
relatively stable spell for corporate stock prices in July 1996, SAX turned around in
the middle of August. One of the reasons for its retreat was the publication of mid-
year performance reports, which suggested that 1996 would not be as good a year
for Slovak companies as 1995. Another relatively adverse impulse came in August
when the National Property Fund sold off chunks of its stock holdings of Nafta Gbely
and Juhoslovenske papierne a celulozky Stdrovo. However, SAX and other stock
indexes were definitely knocked down to their knees only after the first approval of
the Securities Act's revision in November. Even though a second passing of the
revision in December, this time containing objections raised by the Slovak President,
stabilised the situation, the market took some time to respond. Since 20 August,
when SAX recorded its annual maximum (226.34 points), the value of the index had
fallen by 27% (to 178.05 points) by the end of the year. Even so, however, it chalked
up an annual increase of 16%.
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Slovak Equity Index - SAX in 1996 (%)
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Security Holders

There have been significant changes in the structure of bond- and shareholders
in 1996, especially in the number of bonds held by residents, which almost doubled
over the course of the year. A sharp drop in share holdings of non-residents came in
February, which was probably a result of the implementation of a decision to cut the
equity of the VUB Kupon investment fund. Foreigners' bond holdings were growing
slowly until an abrupt fall came in September. Considering the small amount of bonds
held by foreigners, this drop could have been the result of the redemption of a single
issue with substantial foreign involvement.

Structure of security holders in 1996 (millions of pcs)
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5.3 Foreign Exchange Market
Foreign Exchange Fixing of NBS

In the course of 1996, foreign exchange fixing definitely lost its past key role in the
interbank foreign exchange market. The share of foreign exchange fixing in the
interbank foreign exchange market tumbled from 67.3% (in 1995) to a mere 5.7%.
The volume of foreign exchange fixing transactions totalled US$ 2,502.5 million in
1996, which was 45% down from the US$ 4,553.7 million traded in 1995. With
respect to currencies involved in foreign exchange fixing, the situation was also
different from 1995, with the US$ leading with 56.9% (US$ 1,425.7 million) before
DEM with only 43.1% (DM 1,079.5 million). Foreign exchange fixing transactions
peaked in March (US$ 380.6 million) to hit rock bottom in April (US$ 59.8 million),
due to the introduction of an exchange rate spread of £0.25% for the purchase and
sale of foreign currencies on 1 April 1996.

The number of transactions fell from 2,321 in 1995 to 835, with an average 3.4
transactions daily trading US$ 3 million each.

Even though the balance in foreign exchange fixing dropped by 62.7% from a
year ago, it still closed over the line at US$ 358.9 million, meaning that foreign
currency purchases outweighed sales. The currency structure (US$ 19.6%, DEM
80.4%) did not change much from 1995, when the shares were 12.8% for US$ and
87.2% for DEM. The highest balance was recorded in August (US$ 178.2 million), as
opposed to the lowest reading taken in December (US$ 71.6 million in deficit). Since
both the foreign exchange fixing and foreign exchange transactions between Slovak
and foreign banks scored their maximum surpluses in August, this implies that the
surplus was nurtured in particular by inflow of speculative foreign capital. The
December shortfall may in turn be explained by commercial banks trying to meet their
foreign exchange positions for monetary purposes at the end of the vyear,
accompanied by a dramatic shortfall in the balance of trade.

The currency basket unit moved between 0.9896 (26 April 1996) and 1.0175 (31
December 1996).

Interbank Foreign Exchange Market

The interbank foreign exchange market in 1996 was dominated by transactions
between Slovak commercial banks, taking 94.3% of all transactions. Total trading
volume reached US$ 41,613.5 million. Compared with 1995, when the consolidated
trading volume closed at a mere US$ 2,215.3 million, this meant almost a 20-fold
increase. The most rapid - 5 times increase came in April (US$ 1,559.4 million) in
response to NBS's newly-introduced regulations pertaining to foreign exchange
fixing. Unlike in the previous year when DEM was the most heavily traded currency,
1996 was the year of US$ (59%), tailed by DEM (35.9%) and other European
currencies (5.1%). Except for two months, this order lasted throughout the year. The
total of transactions made came to 21,586 (2,807 in 1995), some 84 daily (12
transactions per day in 1995) transactions trading an average US$ 1.9 million (US$
0.8 million in 1995) each. The size of average transaction copied the trend in turnover
in individual months.

The year 1996 saw a considerable expansion of trading between Slovak and
foreign banks. The total amount of transactions conducted between domestic
commercial banks and their foreign counterparts reached US$ 7,956.2 million. Seen
against the scant US$ 348.7 million of 1995, this was almost a 23-fold increase in
1996. The US$ was on the rise since the very beginning of the year, with the average
transaction of US$ 2.1 million. Unlike in the previous year, when these transactions
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resulted in a deficit of US$ 241.7 million, there was a surplus of US$ 326.8 million in
1996, which implies the purchase of foreign exchange from foreign banks. The
balance of foreign exchange fixing of US$ 358.9 million is comparable with Slovak
commercial banks' total purchases of foreign exchange from foreign banks. After
early July brought a vivid interest in selling foreign exchange on the part of foreign
banks, their tide peaked at US$ 135.4 million in August and lasted till October.
Behind it was an influx of speculative foreign capital anxious to cash in on a lucrative
exchange rate spread and relatively stable currency. In an effort to curb the
onslaught of unwanted short-term capital, the NBS stretched the fluctuation band to
+5 percent, starting from 17 July 1996. At the same time, it cancelled the maximum
allowed daily exchange rate shift of the Slovak koruna against the currency basket
unit (0.1%). The greatest daily deviation in the foreign exchange fixing rate (IDX/Sk)
of 0.5% occurred on 31 October 1996.

Basic characteristics of the Slovak foreign exchange in 1996

US$ DEM Other currencies Total
Volume Number | Volume Number | Volume Number | Volume Number
(US$ mn) | (%) | of trans. | (US$ mn)| (%) | oftrans. | (US$ mn)| (%) | of trans. | (US$ mn)| of trans
Foreign exchange fixing 1,425.7 |56.9 397| 1,079.5| 43.1 441 2,505.2 838
Transactions of Slovak banks,
excluding foreign banks 24,541.5 |59.0 9,293| 14,932.3| 35.9 9,200 2,139.8| 5.1 3,093 | 41,6135 21,586
Interbank foreign exchange fixing:
fixing + Slovak banks with each other 25,967.2 [58.9 9,690 16,011.8| 36.3 9,641| 2,139.8| 4.8 3,093 | 44,118.7 22,424
Slovak banks with foreign banks 4,558.5|57.3 1,455 2,526.9| 31.8 1,579 870.8| 10.9 842| 7,956.2 3,876
Slovak foreign exchange market
in total 30,525.7 |58.6 11,145| 18,538.7| 35.6 11,220 3,010.5| 5.8 3,935| 52,074.9 26,300
Developments on Slovakia’s foreign exchange market (US$ millions)
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6. ECONOMIC RELATIONS WITH OTHER COUNTRIES

The 1996 international activities of the National Bank of Slovakia were consistent
with the general goals of the foreign policy of Slovakia and were, at the same time,
determined by the NBS' specific long-term goals, as well as the priorities of its
monetary policy for the near future.

One of the priorities of NBS in the field of international relations is to further
develop and intensify co-operation with major international economic groups, such as
the European Union (EU), Organisation for Economic Co-operation and Development
(OECD), World Trade Organisation (WTO) and the Central European Free Trade
Agreement (CEFTA).

To achieve its goals in the area of foreign credit and capital relations in 1996, the
NBS continued to expand its international activities, based on the fulfilment of
commitments arising from Slovakia's membership in leading international financial
institutions such as the International Monetary Fund (IMF), the World Bank (WB), the
Bank for International Settlements (BIS), the European Investment Bank (EIB), the
European Bank for Reconstruction and Development (EBRD), the International Bank
for Economic Co-operation (IBEC) and the International Investment Bank (MB). With a
view to the interest which the Slovak Republic shows in becoming a regular member
of the European Union and OECD, the banking sector of Slovakia took several steps
in support of the integration process.

Bilateral relations represent an important part of the Bank's foreign activities. In
1996, NBS focused its attention on co-operation with the central banks of EU
member states.

6.1 Foreign Credit and Capital Relations
The International Monetary Fund

Based on agreement between the Slovak government and the International
Monetary Fund, the validity of a Stand-by Loan expired on 21 March 1996. Of the
total amount US$ 183.41 milion made available to Slovakia by the IMF Board of
Directors in July 1994, Slovakia drew only two tranches totalling US$ 46.78 million, in
the second half of 1994.

The favourable development of macroeconomic indicators of the Slovak Republic,
especially the growth in foreign exchange reserves in 1995 and the beginning of
1996, created prerequisites for not drawing the stand-by facility up to the full amount
available.

In meeting the commitments of the Slovak Republic towards the IMF, the National
Bank of Slovakia ensures the repayment of principal on loans provided by the
International Monetary Fund in accordance with the schedule of repayments, plus the
payment of interest on the outstanding amount of IMF loans. In 1996, Slovakia repaid
US$ 124.86 million in principal and paid US$ 17.17 million in interest.

Between 10-23 October 1996, an IMF mission held consultations with the Slovak
Republic pursuant to Article IV of the IMF Articles of Agreement. The purpose of
these consultations, held once a year with each member country, is to discuss the
most important aspects of the country's economic development.
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The World Bank

The National Bank of Slovakia is responsible for transferring increases in capital
participation of the Slovak Republic in individual financial institutions of the World
Bank group in compliance with agreements between the Slovak government and
these institutions. In August 1996, the National Bank of Slovakia paid the final
instalment of US$ 387,800, to increase the capital participation of Slovakia in the
International Financial Corporation (IFC).

In meeting the obligations of the Slovak Republic towards the World Bank, the
National Bank of Slovakia paid US$ 16.01 million in interest on World Bank loans.
The repayment of principal will begin in 1997.

At the invitation of the Slovak government, the World Bank sent a mission to the
Slovak Republic (2-12 December 1996), to prepare the Country Economic
Memorandum on Slovakia, evaluate macroeconomic results and growth achieved, as
well as to specify the reforms that are desirable with a view to Slovakia's accession to
the European Union.

The Export-Import Bank of Japan
Two Step Loan |

On 28 February 1994, the EXIM Bank of Japan and the National Bank of Slovakia
signed a Two Step Loan Agreement in the amount of JPY 4.3 billion. The loan is
earmarked for the support of small and medium-sized private enterprises and joint
ventures. Upon signing the loan agreement and fulfilling conditions preceding
disbursement, funds released in three tranches between March 1994 and May 1995
were incorporated into the foreign exchange reserves of NBS which thus obtained
long-term foreign exchange funds under favourable economic conditions.

The NBS acts in the capacity of debtor vis-a-vis the Japanese bank, while
commercial banks play the role of agents and are debtors towards the NBS. The
EXIM Bank of Japan approved VSeobecna uverova banka, Ceskoslovenska
obchodna banka - foreign branch in Slovakia, Slovenska polnohospodarska banka
and Tatra banka as lending agents.

As at 31 December 1996, the NBS released a total of Sk 1,354 million (which in
JPY equivalent represents 100% of the loan amount) to the above banks which used
the funds, to finance a total of 174 projects. Since the facility is revolving, the agent
banks were able, by 31 December 1996, to refinance an additional 31 projects
totalling Sk 188.5 million.

In 1996, the NBS received from its agent banks Sk 129.26 million as a payment of
interest on loans provided, and at the same time NBS paid interest to the EXIM Bank
of Japan in the amount of JPY 170.46 million (equivalent to Sk 47.9 million).

Two Step Loan Il

On 22 April 1996, the EXIM Bank of Japan and the National Bank of Slovakia
signed an agreement on the provision of the second Two Step Loan in the amount of
JPY 10 billion. By 31 December 1996 NBS had drawn JPY 5 billion. Similarly as for
TSL |, funds available under TSL I, are earmarked for the support of small and
medium-sized enterprises in Slovakia. The loan will be disbursed in four tranches
(25% each). Lending banks for TSL Il are VUB, Tatra banka, Polnobanka,
Ceskoslovenska obchodna banka - foreign branch in Slovakia, PoStova banka,
Priemyselna banka and Istrobanka.
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As of 15 August 1996, commercial banks paid the NBS interest of Sk 0.4 million
on loans extended.

As of 31 December 1996, the NBS released to the agent banks a total of Sk
995.0 million that was used to finance 72 projects.

These credit lines have proven to be useful and a considerable contribution to the
restructuring of the Slovak economy. Their main advantage lies in the long-term
nature of the funds and the favourable interest rates.

Co-financing ofthe Economic Recovery Loan

Under an agreement, signed by the EXIM Bank of Japan and the Slovak Ministry
of Finance in 1995, the EXIM Bank provided a loan in the amount of JPY 5,070
million (US$ 60 million). The entire loan amount was transferred to the NBS foreign
exchange reserves to support the balance of payments; the Sk equivalent was
credited to the account of state financial assets of the Ministry of Finance.

According to the specifications of EXIM Bank, and further, to the application by
the Finance Ministry, the NBS paid (in February and August 1996) interest on the
Economic Recovery Loan in the amount of JPY 195.72 million (Sk 55.32 million). The
Finance Ministry remitted Sk equivalent of the payment to the account of the NBS.

The European Investment Bank
Apex Global Loan |

By 31 December 1996, the NBS received - at the request of commercial banks -
eight loan tranches (of which in 1996 alone, one tranche of US$ 14 million, i.e. Sk
44.7 million, was drawn) in foreign currencies according to the preferences of end-
users.

In February and August 1996, the NBS received payments of interest from VUB
and Tatra Banka denominated in the currencies of loans disbursed, in the equivalent
of Sk 56 million. At the same time, NBS paid the European Investment Bank Sk 52.4
million worth of interest paid in the currencies of loans disbursed.

Apex Global Loan 11

In 1995, the EIB and NBS signed an agreement on the provision of Apex Global
Loan Il in the total amount of ECU 50 million. The purpose of the loan is identical with
that of the first loan from EIB. As lending banks, the European Investment Bank
progressively approved VSeobecna Uverova banka, Tatra banka, Creditanstalt and
Istrobanka. General Loan Agreements between NBS and these commercial banks
were signed on 6 June 1996. The banks are now in the process of preparing projects
feasible for financing from the AGL Il credit line.

The Bank for International Settlements

The Bank for International Settlements (BIS) is the only central banking institution
at international level. The function of BIS is to promote co-operation between central
banks, to provide additional facilities for international financial transactions, and to act
as a banker to central banks.

BIS provides a broad range of investment services for central banks and
assistance in the management of foreign exchange reserves, including new
instruments for efficient liquidity management. The NBS makes use of these
possibilities within the scope of its investment strategy. The NBS also utilises the
results of studies made by the Committee for the Payment and Settlement Systems
of BIS and its various research groups. In addition, the NBS benefits from the
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projects implemented by BIS as part of its monetary and economic research
programme, which contributes to the interaction between national monetary
programmes and to better understanding of international financial markets'
developments.

The National Bank of Slovakia benefits from co-operation with the Basle
Committee for Banking Supervision in the creation of rules and regulations governing
prudential banking practices. The activities of the Banking Supervision Division of
NBS in relation to BIS are also reflected in the work of the regional group of Banking
Supervisors of Central and Eastern Europe (BSCEE). The NBS is one of the six
founding member of BSCEE and takes an active part in its work.

The National Bank of Slovakia actively performs its duties stemming from its
position as a shareholder. On the basis of a decision of the 66th Annual General
Meeting of BIS, the National Bank of Slovakia received dividends in the amount of
CHF 260 per share, for the fiscal year 1995/96 (ending 31 March 1996). The total
amount of dividends paid to the NBS reached CHF 694,200 at 1 July 1996, and the
equivalent in Slovak koruna represented Sk 17,173 thousand. The dividends were
incorporated into the foreign exchange reserves of the NBS.

The European Bank for Reconstruction and Development

The Slovak Republic became a member of EBRD on 1 January 1993, succeeding
to the membership after the former CSFR, along with an obligation to pay one-third of
the subscribed capital that has been paid since 1991, i. e. the year of EBRD
foundation. Pursuant to the EBRD agreement of incorporation, the membership
interest was payable in five instalments and the total amount for the Slovak Republic
represented US$ 14.9 million.

On 15 June 1996, the NBS paid the European Bank for Reconstruction and
Development one-third of a bill of exchange in the amount of US$ 498,000
representing 50% of the fourth instalment of Slovakia's capital participation in EBRD.
The Sk equivalent was remitted to the account of NBS from the Finance Ministry.
Through this financial transaction, Slovakia paid the last portion of its capital
participation in the EBRD.

Ceskoslovenska obchodna banka (CSOB)

In 1996, the CSOB continued to play an important role on the Slovak banking
market, particularly in the area of foreign trade payments. The capital participation of
NBS in CSOB reached CZK 1,231.7 million (Sk 1,438.6 million) worth of 1,978 shares
amounting to 24.13% of the CSOB's share capital. An additional 847 were in the
hands of other Slovak shareholders. The total share of the Slovak Republic in the
share capital of CSOB as of 31 December 1996 represented 25.79%.

In July 1996, the National Bank of Slovakia received CSOB dividends for 1995, in
the total amount of US$ 4.222 thousand. Since May 1996, NBS has had two
representatives on the supervisory board of CSOB.

The International Investment Bank
The International Bank for Economic Co-operation

The Slovak Republic has a 4.83% share in the capital of 1IB, with paid-up capital
amounting to ECU 10.4 million. The share of Slovakia in IBEC represents 6% with
paid-up capital amounting to ECU 8.6 million. Neither IIB nor IBEC paid dividends to
shareholders in 1996.

NBS performed activities connected with the membership of the Slovak Republic

in IIB and IBEC and settled all obligations arising for Slovakia from loans it had
received from IIB.
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From 1 January 1996, Slovakia is represented in MB by a vice chairman of the
Board of Directors. The interests of Slovakia at IBEC are represented by a member of
the Board of Directors.

NBS equity participation in financial institutions (as at 31 December 1996)

Number of Book value Share in
shares In foreign currency in Sk capital
(in pcs) Currency Amount thousands

in thousands

Stakes in banks 1,463,410

of which:

Czechoslovak Commercial Bank (CSOB), 1,978 CzK 1,231,700 | 1,438,626 24.13%
Prague, Czech Republic

Bank for International Settlements (BIS), 2,670 GF 6,675 24,784 0.56%
Basle, Switzerland

Stakes in other companies 120,032

of which:

Bankers' Clearing Centre of Slovakia, a.s. 120 120,000 40.27%

(BZCS) Bratislava, SR

Society for Worldwide Interbank Financial
Telecommunication (S.W.I.FT.), 1 BEF 32 32
La Hulpe, Belgicko

6.2 Foreign Relations of NBS Within the Framework
of the Integration Process

The European Union

During 1996, direct relations between the Slovak Republic and the European
Union intensified in all areas. Slovakia was completing the creation of suitable
institutional, organisational and personnel structures to provide for a smooth
accession to the EU.

One of the most important activities in 1996, was the completion by Slovakia, of
the EC Questionnaire which represents a document based on which the
preparedness of the Slovak Republic, as one of the EU associated countries, to enter
the Union, will be evaluated. The Slovak Republic and other 10 associated countries
received their respective Questionnaires for completion in April 1996. The
Questionnaire contains 160 pages of complicated and very specific questions divided
into 23 chapters. All ministries, government agencies and institutions of Slovakia
were involved in its completion.

The National Bank of Slovakia was responsible for the completion of Chapter 7
entitled "Economic and Monetary Policy”, and was also involved in completing other
chapters to the extent relevant to NBS remit, namely Chapter 2 "Agriculture” (Ministry
of Agriculture), Chapter 10 "Internal Market" (Ministry of Finance), Chapter 19
"Statistics" (Slovak Statistical Office) and Chapter 20 "External Economic Relations
(Ministry of Economy).

On 19 July 1996, the Slovak foreign minister, Juraj Schenk, formally handed the
completed Questionnaire over to the chief of the EC Delegation and the EU
ambassador to Slovakia, Georgios Zawos.

Over the course of 1996, the NBS was also involved in the activities pursued by
the Slovak Republic within the framework of the so-called "structured dialogue”
between Slovakia and the EU, and took part in a number of meetings of sub-
committees for macroeconomics and financial services. The National Bank prepared
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supporting documents for these meetings where - for relevant areas falling under its
remit and under the banking sector as such - it presented the results achieved and
formulated the goals set for Slovakia's accession to the EU, both from a short and
long term point of view. The NBS prepared these documents in the light of the need
to fulfil individual articles of the European Agreement between the EU and SR, and
on the basis of recommendations contained in the White Paper which is considered a
helpful guideline for associated countries in their incorporation into the EU internal
market.

Organisation for Economic Cooperation and Development

In compliance with the priorities of Slovak foreign policy, negotiations within the
pre-accession process of Slovakia into the OECD continued also in 1996. The NBS,
as one of the parties involved, continuously participated at individual meetings and
negotiations with OECD representatives. Further to a number of negotiations of
OECD representatives in Slovakia, and in accordance with the approved schedule of
negotiations, individual OECD committees held joint sessions with their counterparts
from Slovakia. The purpose and the main goal of these sessions was to evaluate the
preparedness of Slovakia for joining OECD, the compatibility of its economic
environment with the most developed economies of the world, the state and level of
structural changes, legislative framework, as well as the level of liberalisation of the
capital account of the balance of payments.

The most important meetings held in 1996, for which NBS had prepared detailed
supporting, analytical and informative documents, included:

- Atop-level OECD mission which took place in Slovakia on 3-5 February 1996.

- OECD mission which took place in Slovakia on 25-26 March 1996. Negotiations

concerned financial services and the banking sector development.
Session of the Financial Market Committee, held on 17 June 1996. The
committee highly appreciated the macroeconomic results of Slovakia, its stable
and prudent monetary policy and the exchange-rate policy; it expressed concern,
however, over the lack of transparency and the apparent absence of consistency
in privatisation of the banking sector.

- Joint session of the Committee on International Investments and Multinational
Enterprises (CIME) and the Macroeconomic Committee of OECD held on 24
June 1996 to discuss a study entitled " Slovak Republic: Conclusions of the 1996
OECD Economic Survey". Regarding the process of privatisation in the banking
sector, the committee did not recommend to proceed with the privatisation of the
"companies encumbered" banks. The committee repeatedly pointed at the high
concentration of lending and deposits at the three largest banks and emphasised
the need to develop an efficient and competitive banking sector to meet the
needs of the business sector. The committee repeatedly emphasised the
pressing need for bank restructuring due to the large amount of historical non-
performing loans in their portfolios.

Joint session of the Committee on International Investments and Multinational
Enterprises (CIME) and the Committee on Capital Movements and Invisible
Transactions (CIME/CMIT) on 2-3 July 1996. The purpose of the meeting was to
assess the ability of Slovakia to fulfil the commitments ensuing from its potential
OECD membership in connection with the OECD liberalisation codes, and it
evaluated progress in the process of privatisation and the level of liberalisation in
capital account transaction. The committee positively evaluated the effort of
Slovakia to pursue a non-discriminatory policy towards individual OECD member
countries and its obligation to expand the principles of liberalisation which apply in
relation to the EU and OECD member states. The committee expressed serious
concern over the lack of transparency and consistency in the process of
privatisation of banks and financial institutions and called on the Slovak
delegation to proceed with a clear and efficient solution of the issue. Conclusions
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from the meeting included an OECD requirement to remove the discriminatory
elements of the policy pursued towards non-residents, and to progressively
liberalise conditions for direct foreign investments and other capital operations.
The committee urged the Slovak delegation to expedite the adoption of
liberalisation steps pursuant to the applicable legislation.

Some of the conclusions drawn by the committees listed above were so serious
that the repeated assessment of Slovakia's preparedness will, according to the
OECD top representatives, take place only after the relevant Slovak institutions
have submitted a revised statement on the Codes of Liberalisation and the
relevant legislation has been amended. For this reason, Slovak representatives
(including NBS officials) took part at individual meetings of OECD committees in
the 2nd half of 1996 only in the capacity of observers.

- In the first half of December 1996, Slovak officials met with OECD
representatives under the Partners in Transition programme to discuss individual
activities funded by the OECD, as well as future possible supporting activities
within the pre-accession process.

World Trade Organisation

The Slovak Republic, as a regular member of the General Agreement on Tariffs
and Trade (GATT), took part in the Uruguay Round of multilateral negotiations and
had its List of Customs Concessions verified by GATT member states, together with
the List of Initial Commitments in Trade in Services, which forms a key component of
the General Agreement on Trade in Services. Thereby, Slovakia acquired the right to
become one of the founding members of the World Trade Organisation (WTO), which
commenced its operations on 1 January 1995.

In March 1996, the Financial Services Committee of WTO held its 11th session,
which was attended by an NBS representative. The Slovak delegation informed the
committee that upon adopting Amendment 58/1996 Z.z. (on 1 March 1996) which
modifies and supplements the Banking Act (Act 21/1992 Zb.), Slovakia complied with
the last condition (of reciprocity in licensing the operation of Slovak banks in the
countries where the founding foreign bank has its head office) as listed in the
exceptions under Most Favoured Nation Status.

The Slovak Republic signed the Second Protocol to the General Agreement on
Trade in Services on 12 August 1996.

Between 24-26 June 1996, the WTO Committee for Balance of Payments held
consultations with Slovakia regarding the import surcharge. The Slovak delegation,
which included NBS officials, successfully defended its import surcharge in the
amount of 7.5% from 1 July through 31 December 1996. The import surcharge was
lowered to 0% by the Ministry of Finance Decree No. 362/1996 with effect from 1
January 1997.

The PHARE Programme

The PHARE programme of EU technical assistance to the Slovak banking sector
is co-ordinated by a Programme Management Unit (PMU) set up at the Foreign
Relations Department of NBS in early 1993. Initially, the goal of the PHARE
programme was to provide assistance to the newly founded central bank and
facilitate the development of banking under new economic conditions.

In 1996, the PHARE programme shifted its focus to support activities aimed at
achieving the strategic goal of Slovakia - integration into the EU. Currently prepared
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projects are thus designed to create favourable prerequisites for Slovakia's
compliance with the conditions of the EU upon accession.

Technical assistance is provided in the form of grants. The funds approved in the
Financial Memoranda are released gradually, according to semi-annual operational
programmes. The funds made available are deposited on an NBS nostro account
and constitute a part of foreign exchange reserves. They must be disbursed within
three years from signing the relevant Financial Memorandum.

During 1996, technical assistance provided from the PHARE Fund was disbursed
simultaneously on the basis of three Financial Memoranda as follows: Under the
programme GTAF (General Technical Assistance Facility) the amount allocated and
disbursed was ECU 16 million; under the programme FM 93 (Financial
Memorandum) allocated was ECU 2.0 million and disbursed ECU 0.8 million; in FM
94 allocated was ECU 2.25 million and disbursed ECU 0.4 million; under the
programme COP 95 (Country Operational Programme) allocated was ECU 0.4
million, but no disbursement took place. From the total funding extended an amount
of ECU 5.6 million was contracted, of which ECU 2.8 million was disbursed.

The most significant PHARE projects at NBS in 1996 included the technical
assistance to the Banking Supervision Division of NBS, which took the form of
providing experts from Banque de France under long-term contract along with some
technical equipment, providing a long-term contract for an advisor for the
implementation of the PHARE programme in the banking sector, funding numerous
specialised training programmes conducted by the Institute of Banking Education
(IBE) for the employees of NBS and other commercial banks, the provision of
technical equipment to the IBE, and introducing external courses in Economy and
Banking at IBE for bank employees. Other projects included the provision of IS
advisors to NBS, and organisation of an international seminar on the development of
banking in economies in transition.

For commercial banks, PHARE provided assistance in developing a long-term
restructuring project of Investi¢na a rozvojova banka, the so-called "Twinning Project”
with VSeobecna u(verova banka, and a number of other projects of technical
assistance, such as two credit portfolio analyses in selected commercial banks,
support to the development of selected areas of business in Priemyselna banka, a
strategic study for the Bank Clearing Centre of Slovakia, technical assistance in
establishing the Bank Association and the delivery of specialised seminars for the
Association of Bank Cards.

Structure ofloans received by the NBS (as at 31 December 1996)

Year of Amount of loan
Source of the loan Type of loan loan in foreign currency in Sk
maturity currency | amount in | thousands
thousands
EXIM Bank of Japan Two Step Loan | 2009 JPY 4,290,000| 1,179,750
Two Step Loan I 2010 JPY 5,000,000 1,375,000
European Investment Fund Apex Global Loan 2008 USs$ 11,914 379,988
DEM 5,785 118,675
CHF 10,813| 255,355
FRF 16,600 100,928
International Monetary Fund | CCFF 1997 SDR 3,913 179,167
Stand by | 1999 SDR 57,209| 2,619,665
STF 2004 SDR 128,700| 5,893,302
Stand by I 2004 SDR 32,150| 1,472,181
CCFF - Compensatory and Contingency Financing Facility
STF - Systemic Transformation Facility
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C. Banking Supervision



1. DEVELCPMENT CF THE BANKI NGSECTOR

In the course of 1996 (1 March 1996), Amendment No. 58/1996 Z.z. to the Bank-
ing Act (Act No. 21/1992 Zbh.) took effect. The amendment introduced several sub-
stantial changes which: strengthened the central bank's banking supervision function,
set up a registry of bank loans and guarantees, created a legal framework for mort-
gage banking, changed the system of licensing in the area of mortgage banking,
changed the system of granting banking licences, imposed an obligation to re-licence
the already active banks and branches of foreign banks whereby each of them had
had to apply for a banking operations licence pursuant to the amended Banking Act.

In compliance with the Banking Act, the National Bank of Slovakia issued a num-
ber of regulations and applied them already in the course of 1996 in connection with
applications for permission to establish a bank or a branch of a foreign bank, carry
out banking operations, take equity participation in banks, sell a bank or branch of a
foreign bank, and in certain other matters pertaining to banking.

The licensing policy of NBS was characterised by stricter requirements in terms of
quality of investor, credibility, transparency, the contribution of the bank to the market
in terms of banking products and know-how. The quality and preparedness of each
applicant interested in entering the Slovak banking sector is carefully evaluated with
regard to the business plan, clarity of banking goals, transparency of origin and the
sufficiency of deposited capital. The strategic intention of the National Bank of Slova-
kia, rather than to encourage the formation of additional small universal banks, was
to create favourable conditions necessary to attract potential investors to make capi-
tal participations in existing banks.

As at 31 December 1996, there were 24 banks and 5 branches of foreign banks
operating in Slovakia. In terms of type, 22 banks were incorporated as joint-stock
companies and two banks were registered as state financial institutions.

Two banks, granted a banking license in 1995, commenced operations in 1996:
Banka Slovakia, a. s. Banska Bystrica (on 1 June 1996) and HYPO-BANK Slovakia,
a. s. Bratislava (on 1 July 1996).

The sale of two bank entities took place in 1996. The Bratislava branch of COOP
BANKA, a. s. Brno (a foreign bank) was - in compliance with the prior consent of the
National Bank of Slovakia - sold to Dopravna banka, a. s. Banska Bystrica, with effect
from 1 September 1996. Similarly, the same bank purchased the Piestany-based
branch of another foreign bank - Ekoagrobanka a. s., Usti nad Labem, with effect
from 2 October 1996. At the same time, the NBS withdrew the branch bank's operat-
ing licence.

As of 31 December 1996, there were 12 representative offices of foreign banks in
Slovakia, of which five with head offices in the Czech Republic, two in France, two in
Germany, and one each in Austria, Hungary and Great Britain. One of these repre-
sentative offices was registered in 1996, namely the Bratislava office of Zivnostenska
banka a. s. Prague, with effect from 3 May 1996.

Foreign capital participation in the equity of commercial banks in Slovakia is fairly
substantial. Of a total of 24 active banks, five banks are 100% controlled by foreign
entities, foreign capital participation in nine banks is over 10% and - in three banks -
under 10% of the share capital. The remaining seven banks are fully controlled by
domestic entities. The total share of foreign capital (including funds permanently
committed to branches of foreign banks) in the subscribed capital of resident banks,
represents 39.6%.
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Structure of capital and permanently committed funds of banks and branches of foreign
banks in the SR (as at 31 December 1996)

39.6%

60.4%

[ Domestic capital | | Foreign capital

In 1996, Slovakia adopted two additional laws which have a substantial impact on
the functioning of financial markets and the strategic goals of the banking sector de-
velopment.

Act No. 118/1996 Z.z. introduced the establishment of a Deposits Protection
Fund, which provides, as of 1 July 1996, a protection coverage for non-anonymous
deposits of private individuals with banks and branches of foreign banks up to a
maximum amount equal to 30 times the average monthly wage.

The process of privatisation in the banking sector was influenced by an amend-
ment to Act No. 92/1997 Z.z. (which secures the strategic interests of the State in the
privatisation of important state-owned companies and corporations), as subsequently
construed by Ruling No. 135/1996 Z.z. of the Constitutional Court of the SR, under
which Slovenska sporitelfia, a.s. was put on the list of entities whose assets are ef-
fectively excluded from the process of privatisation.
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2. EVALUATION OF PRUDENTIAL BANKING

The prudence of banking operations of commercial banks is evaluated on the ba-
sis of NBS provisions prepared in conformity with the international standards and
recommendations of the Basle Committee for Banking Supervision. The evaluation is
based on the processing of data from banks' accounts, submitted to the NBS in the
form of reports on capital adequacy, credit exposure, liquidity ratios, regulation of cur-
rency positions and classification of claims. Provided that it complies with the pre-
scribed limits and regulations, a bank may undertake risks adequate to the level of its
capital adequacy according to international standards.

2.1 Capital Adequacy of Banks
2.1.1 Own Resources

Over the course of 1996, the volume of resources (included in the banks' capital)
in the banking sector of Slovakia increased by 18.9% (Sk 9.8 billion), to Sk 62 billion.

The increase was accompanied by a change in structure. During 1996, the level
of general reserves rose by Sk 5.8 billion, paid-up capital by Sk 2.5 billion, reserve
funds by Sk 0.5 billion, and retained earnings from previous years by Sk 1.0 billion.

Structure of resources in the banking sector
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. Paid-up capital B Reserve funds B General reserves [0 Retained eamings

2.1.2 Capital Adequacy

Provision No. 2/1994 of NBS on capital adequacy obliged all banks to attain a
capital adequacy limit of at least 8% by the end of 1996. Of 24 commercial banks in
Slovakia, four failed to meet the limit (three banks in the process of transformation
and one state-owned special-purpose financial institution). When applying the excep-
tion valid in 1996 for the three transforming banks regarding the creation of provi-
sions for classified claims, the minimum limit of capital adequacy was attained by only
one of these banks, which means that a total of three banks had failed to achieve the
prescribed level of capital adequacy by the end of 1996.

As at 31 December 1996, the banking sector achieved a capital adequacy ratio of
7.73%, which is by 0.64 points lower than the level of 1995.
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The level of capital adequacy fell as banks intensified their lending activities in the
entrepreneurial sector, which was reflected in a growth in the amount of their risk-
weighted assets corresponding to the volume of capital in the newly established and
emerging banks on one hand, and, on the other hand, to the failure to attain the
minimum level of capital adequacy by banks undergoing transformation, particularly
due to capital reductions equal to the amount of expected loss from classified receiv-
ables. The insufficient capital adequacy of the banks in the process of transformation
was partially offset by subordinated debt.

The volume of capital applied for the calculation of capital adequacy in 1996
amounted to Sk 26.4 billion, or - after taking the exception valid for transforming
banks into account - Sk 31.4 billion (these figures do not include the capital of Kon-
solidacna banka, 8.p.u., where deductibles exceed the volume of capital). This devel-
opment was positively influenced by an increase in the amount of paid-up capital
(including that of new banks) by Sk 2.5 billion, reserve funds by Sk 0.5 billion, re-
tained earnings by Sk 1.0 billion, and additional capital by Sk 5.9 billion (where sub-
ordinated debt represents Sk 6.4 billion with capital reserves reduced by Sk 0.5 bil-
lion which can be included in the form of additional capital, in the total capital of
banks). The increase in the amount of capital deductibles, particularly the loss from
the previous and current years in the amount of Sk 4.4 billion (which occurred owing
to the creation of provisions for the classified claims of some banks), had a negative
impact.
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2.2 Credit Exposure

In 1996, the NBS tightened the limit for net credit exposure to one or several ma-
jor borrowers forming an economically interconnected group of debtors. Unless the
borrower is a bank, the limit for the lender's net credit exposure to the borrower was
reduced to 25% (from 40% in 1995) of the capital used for the calculation of capital
adequacy. The credit exposure limit is in full compliance with international standards.

If the borrower is a bank, the limit of the lender's net credit exposure remains un-
changed at the level of 80% of the bank's capital. For the aggregate amount of large
credit exposures of an individual bank (that over 15% of its capital), a limit of 800%
applies.
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The lower limit and the fact that the banks partially expanded their lending, were
the main reasons behind the growth in the number of violations of the net credit ex-
posure limit in 1996.

Compared with 1995, the number of banks exceeding their limit for net credit ex-
posure to non-bank clients increased by five. On the other hand, three banks fewer
trespassed their limits for credit exposure to customers. The limit applied to the ag-
gregate amount of total net credit exposure (exceeding 15% of the bank's capital)
was exceeded by three banks. In response to this, the Banking Supervision Division
of the NBS applied remedial measures towards the offending banks.

2.3 Liquidity

Commercial banks in Slovakia experienced no serious liquidity problems in 1996.
The level of liquidity in the banking sector was affected by a chronic lack of long-term
and, to a certain degree, medium-term funds, as well as by changes in the volume of
classified claims which caused a mismatch between the demand and supply of li-
quidity at most banks, particularly those undergoing transformation.

2.3.1 Highly Liquid Assets

As at 31 December 1996, highly liquid assets accounted for 14.7% of total assets
of banks, which was 1.9 points more than in 1995. The holdings of highly liquid as-
sets by individual banks, as a percentage of the total volume of highly liquid assets in
the banking sector, were fairly different, due mainly to differences in the nature of
their banking operations and the duration of existence.

Total assets and highly liquid assets (Sk billions)
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2.4 Monetary Positions

By the end of the period under review, the applicable limit of 25% stipulated by
Provision No. 5/1994 pertaining to the regulation of monetary positions, had not been
attained by only one bank. However, transgressions of limits for individual currency
positions were of short-term nature, and applied mainly to the US$, DEM and CzZK
positions, that is in currencies used for most cross-border payments. Individual limits
were exceeded mostly by transforming banks (75% of all cases). Nevertheless, these
transgressions had no substantial impact upon the position of the banking sector.
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2.5 Classification of Claims

In 1996, the NBS paid close attention to the development of classified claims
evaluated pursuant to Provision No. 3/1995 of the NBS stipulating the "Rules for
Evaluating Claims and Off-balance Sheet Liabilities According to Risks Contained
Therein and for Reserving Funds in Order to Provide Against Those Risks" which re-
flect the risk of non-collectible principal and interest on loans.

As at 31 December 1996, the reported uncovered loss from claims and off-
balance sheet liabilities fell by Sk 3.7 billion and totalled - for the entire banking sector
including the branches of foreign banks - Sk 13.1 billion (or Sk 6.8 billion, taking the
exception valid for transforming banks into account). As a result of increase in banks'
total claims towards other banks, customers, public and self-governing authorities,
the percentage of classified claims reached 21.16%, for the entire banking sector.

The total volume of funds earmarked for the coverage of potential losses reached
Sk 73.9 billion, exceeding the previous year's level by Sk 11.2 billion. Of this amount,
provisions represented Sk 32.4 billion (an increase of Sk 6.8 billion, year-on-year)
and reserves accounted for Sk 27.0 billion (an increase of Sk 2.6 billion).



D. Issuing Activity of the NBS



1. ISSUE OF SLOVAK BANKNOTES AND COINS

In 1996 the National

Bank of Slovakia

issued new banknotes

in the

denominations of Sk 100 and Sk 500 (series 1996) in accordance with the needs of
money circulation. The notes were printed by Thomas De La Rue, a British printing
house. On the basis of a decision passed by the Bank Board of the NBS, coins with a
nominal value of 50 hallers were put into circulation with new design, parameters,

and material.

To commemorate the anniversaries of important events, the National Bank of
Slovakia issued five commemorative silver coins with a nominal value of Sk 200, and
one commemorative gold coin with a nominal value of Sk 5,000. The coins were
minted by the State Mint at Kremnica, state company.

Commemorative coins issued by the NBS in 1996

Nominal Event commemorated Number of coins issued NBS Decree
value Total Proof No
Sk200 The 200th anniversary of the birth 27,600 1,600 31/1996 Z.z.
of Samuel Jurkovi¢

Sk200 Centenary of the first Olympic Games 24,700 1,700 154/1996 Z.z.
in modern times and the first participatior
of Slovakia in the Summer Olympics

Sk200 Centenary of the birth of 22,000 1,500 165/1996 Z.z.
Jozef Ciger Hronsky

Sk200 Centenary of the opening of the 23,600 1,600 230/1996 Z.z.
fvirst rackv railway on the route
Strba - Strbské Pleso

Sk200 The 250th anniversary of the birth 23,400 2,000 268/1996 Z.z.
of Moéric Beriovsky

Sk 5,000 UNESCO World Heritage, 8,000 8,000 342/1996 Z.z.

Banska Stiavnica and the ancient
mining works of the district

1.1 Cash in Circulation

Nominal value

Volume of currency (as at 31.12.1996)

Proportion in %

Rate of growth in %

Amount (pcs) Value (Sk) (pcs) (Sk) (pcs) (Sk)
Banknotes 95,302,570.75 |51,210,794,007.50 100.00 100.00 111.56 131.58
Sk 5,000 3,323,416.75 | 16,617,083,750.00 3.49 32.45 208.49 208.49
Sk 1,000 25,644,855.75 | 25,644,855,750.00 26.91 50.08 114.60 114.60
Sk500 9,315,079.50 4,657,539,750.00 9.77 9.09 95.05 95.05
Sk200 6,337,579.75 1,267,515,950.00 6.65 248 213.52 213.52
Sk100 21,327,670.50 2,132,767,050.00 22.38 4.16 92.89 92.89
Sk50 10,131,746.25 506,587,312.50 10.63 0.99 113.20 113.20
Sk20 19,222,222.25 384,444,445.00 20.17 0.75 114.60 114.60
Coin in circulation 545,647,305.00 936,145,276.90 100.00 100.00 125.14 117.87
Sk10 51,140,673.00 511,406,730.00 9.37 54.63 118.90 118.90
Sk5 34,872,388.00 174,361,940.00 6.39 18.63 110.05 110.05
Sk2 52,102,896.00 104,205,792.00 9.55 11.13 118.55 118.55
Sk 1 74,617,730.00 74,617,730.00 13.68 7.97 116.88 116.88
Sk 0.50 51,223,702.00 25,611,851.00 9.39 2.74 108.67 108.67
Sk 0.50 Il 12,996,998.00 6,498,499.00 2.38 0.69 0.00 0.00
Sk 0.20 125,734,431.00 25,146,886.20 23.04 2.69 129.38 129.38
Sk0.10 142,958,487.00 14,295,848.70 26.20 153 130.87 130.87
Commemorative coins 406,444.00 320,836,395.00 100.00 100.00 117.52 113.78
Total 641,356,319.75 |52,467,775,679.40 100.00 100.00 122.91 131.18
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In 1996, the restructuring of banknotes in circulation continued under the
influence of increased demand for the issue of notes in the denominations of Sk
5,000 and Sk 200, first issued in 1995. This was favourably reflected in the lower
proportion of Sk 1,000, Sk 500, and Sk 100 banknotes to the total volume of notes in
circulation. The demand for cash in circulation was fully satisfied throughout the SR
without any problems or failures in money circulation.

Increased attention was also paid to the quality of banknotes in circulation. Over
the course of 1996, the measures adopted to improve the withdrawal of sub-standard
notes in each operating place of the NBS had a noticeable effect as was shown by
the significant number of banknotes destroyed, especially in the denominations of Sk
100, Sk 20 and Sk 50.

At 31 December 1996, the volume of currency in circulation amounted to Sk
52,467,775,679.40, representing a total of 641,356,319.75 Slovak banknotes and
coins, including commemorative coins issued before 1993. In comparison with 1995,
the volume of cash in circulation grew by Sk 12,470,820,321.90 (31.18%), and the
number of notes and coins increased by 119,544,825.8 (22.91%). The growth in the
volume of currency was balanced over the course of the year, and recorded no
significant deviations with the exception of December.

Amount of banknotes and coin in circulation

Amount (in pcs) Proportion (in %)
as at 31.12.1995 as at 31.12.1996 as at 31.12.1995 as at 31.12.1996
Banknotes 85,425,707.00 95,302,570.75 16.37 14.86
Sk 5,000 1,594,063.25 3,323,416.75 0.31 0.52
Sk 1,000 22,377,742.25 25,644,855.75 4.29 4.00
Sk500 9,799,897.75 9,315,079.50 1.88 1.45
Sk200 2,968,088.50 6,337,579.75 0.57 0.99
Sk100 22,961,314.00 21,327,670.50 4.40 3.33
Sk50 8,950,622.50 10,131,746.25 1.72 158
Sk20 16,773,978.75 19,222,222.25 3.21 3.00
Coin in circulation 436,039,948.00 545,647,305.00 83.56 85.08
Sk10 43,010,910.00 51,140,673.00 8.24 7.97
Sk5 31,688,589.00 34,872,388.00 6.07 5.44
Sk2 43,949,165.00 52,102,896.00 8.42 8.12
Sk1 63,838,610.00 74,617,730.00 12.23 11.63
Sk 0.50 47,134,910.00 51,223,702.00 9.03 7.99
Sk 0.50 Il X 12,996,998.00 X 2.03
Sk 0.20 97,178,811.00 125,734,431.00 18.62 19.60
Sk0.10 109,238,953.00 142,958,487.00 20.93 22.29
Commemorative coins 345,839.00 406,444.00 0.07 0.06
Total 521,811,494.00 641,356,319.75 100.00 100.00

The increase in the volume of Slovak currency in circulation compared with the

1995 figure was due mainly to the issue of banknotes in the amount of Sk 12.29
billion, representing 98.5% of the total increase. Banknotes with a face value of Sk
5,000 accounted for 70.3% of this increase, while notes with a face value of Sk 1,000
represented 26.5%. The amount of Sk 500 and Sk 100 notes decreased. Regarding
the amount of coinage in circulation, increases were recorded in all denominations,
especially the 10, 20, and 50-halier coins.

The total value of banknotes in circulation rose by 31.58%, representing an
increase of 11.56% in terms of individual notes. The value and number of banknotes
in circulation increased in all denominations, with the exception of Sk 500 and Sk 100
notes. The amount of coinage in circulation in terms of value increased by 17.87%,
and in terms of individual coins by 25.14%. The number of commemorative coins
also increased due to the issue of six new coins in 1996. The amount of NBS
commemorative coins reached 406,444 in terms of individual coins, and Sk
131,103,000 in terms of value.
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Value of banknotes and coin in circulation

Nominal value Value (in Sk) Proportion (in %)
as at 31.12.1995 as at 31.12.1996 as at 31.12.1995 as at 31.12.1996
Banknotes 38,920,767,175.00 | 51,210,794,007.50 97.31 97.60
Sk 5,000 7,970,316,250.00 | 16,617,083,750.00 19.93 31.67
Sk 1,000 22,377,742,250.00 | 25,644,855,750.00 55.95 48.88
Sk500 4,899,948,875.00 4,657,539,750.00 12.25 8.88
Sk200 593,617,700.00 1,267,515,950.00 1.48 2.42
Sk100 2,296,131,400.00 2,132,767,050.00 5.74 4.06
Sk50 447,531,125.00 506,587,312.50 1.12 0.97
Sk20 335,479,575.00 384,444,445.00 0.84 0.73
Coin in circulation 794,216,097.50 936,145,276.90 1.99 1.78
Sk10 430,109,100.00 511,406,730.00 1.08 0.97
Sk5 158,442,945.00 174,361,940.00 0.40 0.33
Sk2 87,898,330.00 104,205,792.00 0.22 0.20
Sk1 63,838,610.00 74,617,730.00 0.16 0.14
Sk0.50 23,567,455.00 25,611,851.00 0.06 0.05
Sk 0.50 1I X 6,498,499.00 X 0.01
Sk 0.20 19,435,762.20 25,146,886.20 0.05 0.05
Sk0.10 10,923,895.30 14,295,848.70 0.03 0.03
Commemorative coins 281,972,085.00 320,836,395.00 0.70 0.61
Total 39,996,955,357.50 | 52,467,775,679.40 100.00 100.00

1.2 Banknotes and Coin in Circulation in Proportion to the Total
Volume of Cash

At 31 December 1996, the structure of currency in circulation was dominated by
Sk 1,000, Sk 100, and Sk 20 notes, which are the most frequently used banknotes in
circulation. In terms of value, two banknotes with the highest face values (Sk 5,000
and Sk 1,000) represented 80.5% of the total volume of currency in circulation. The
composition of coinage was dominated by 20 and 10-halier coins, even though the
rate of their annual increase slowed somewhat, due to the issue of new 50-halier
coins. In terms of value, the Sk 10 coins are the most significant.

The proportion of commemorative coins to the total volume of currency in
circulation was so small that it was of no practical significance.

Cash in circulation in 1996
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Averagevaluesofbanknotesandcoinsincirculation

1995 1996 Difference
Cash in circulation 76.16 81.56 +5.40
Banknotes 455.61 537.35 +81.74
Base metal coins 1.82 1.72 -0.10

The rise in the average value of banknotes in circulation in 1996 was due mainly
to an increase in the proportion of notes with higher face values (Sk 5,000, Sk 1,000,
and Sk 200). The average value of Slovak money in circulation increased only slightly
in comparison with the 1995 figure. A more significant rise in the average value of
banknotes was offset by the 25% increase in the number of coins of lower

denominations.

Currency in circulation in 1996 - banknotes
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In 1996, the average number of banknotes per capita was 17.72, equivalent to Sk
9,520.50; and the average number of coins was 101.4, equivalent to an average of
Sk 174. At the end of the year, the total per-capita value of Slovak currency in
circulation including commemorative coins amounted to Sk 9,754.20, representing an
increase of Sk 2,306 in comparison with the previous year's figure.
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2. OCCURRENCE OF COUNTERFEIT MONEY
IN THE SLOVAK REPUBLIC

2.1 Counterfeits of Slovak Currency
In 1996, a total of 173 pieces of counterfeit Slovak banknotes and 85 imitations of

coins were detected in the SR. The greatest occurrence of counterfeit money was
recorded in Bratislava where 83 counterfeits were seized in 64 cases.

Number of counterfeit notes and coins seized in 1994-1996

Nominal value| 5,000 | 1,000 [ 500 200 100 50 20 10 5 Total | Value in Sk

1994 3 5 1 2 60 7 6,300
1995 18 3 3 3 27 19,950
1996 4 98 40 1 26 3 1 173 140,955
Total 4 119 48 1 30 8 60 1 27 167,205

The majority of these counterfeits were classified as substandard quality
counterfeits (Class 4). They were produced by using electronic colour photo copiers
without trying to imitate the security features, but their colour was relatively true to the
original. Other counterfeits were classified as poor quality counterfeits (Class 5).
These were made by using monochrome photo copiers and some were coloured by
hand.

2.2 Counterfeits of Foreign Currency

In 1996, 879 pieces of counterfeit US dollar bills and 340 counterfeits of other
foreign currencies were seized in the Slovak Republic.

Number of counterfeit US dollar bills seized in 1994-1996:

Nominal 1 5 10 20 50 100 Altered Total Value in Sk
value
1994 2 1 1 118 73 1,499 15 1,709 4,899,918.20
1995 2 1 3 146 69 1,768 9 1,998 5,434,989.20
1996 0 0 5 24 73 719 58 879 2,518,748.10
Total 4 2 9 288 215 3,986 82 4,586 12,853,655.50

Up to now, US dollar bills have been the poorest protected against forgery. In the
first quarter of 1996, a new 100-dollar banknote was put into circulation, and so far
counterfeit US$ 100 notes of the new type have not been detected in Slovakia.

Other counterfeits of foreign banknotes seized in 1994-1996

Currency DEM | ITL | FRF | GBP | ATS | CZK | HUF Other Total Value in Sk
1994 463| 110 48 6 12 0f 1,074 25 1,738| 2,020,377.60
1995 311 58 32 18 1| 447 73 1 941| 1,648,431.40
1996 236 63 22 8 1 9 0 1 340 914,937.60
Total 1,010] 231 102 32 14| 456( 1,147 27 3,019 4,583746.60

The general trend in the number of counterfeits detected since 1993 is shown in
the chart below.

Structure of counterfeit US dollar bills seized in 1996 by classification

Classification 1 2 3 4 5 NY Total
Number (pcs) 91 8 704 17 1 58 879
Proportion (%) 104 0.9 80.1 19 0.1 6.6 100
1/ Genuine banknotes which have been changed to banknotes with a higher face value are not included.
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Structure of other counterfeits of foreign notes seized in 1996 by classification

Classification 1 2 3 4 5 Total
Number (pcs) 3 13 321 3 0 340
Proportion (%) 0.9 38 94.4 0.9 0 100

2.3 Examination of Damaged Slovak Banknotes

In 1996, the National Bank of Slovakia received 49 applications for the
examination of damaged banknotes and compensation. In most cases, the damage
was due to natural causes, or other unpredictable events, and compensation - with
regard to the extent and nature of the damage - could not be paid by other financial
institution.

The total face value of submitted damaged notes and coins was Sk 1,797,854.50
and compensation was paid in the total amount of Sk 1,781,415; that is 99.08% of the
total face value.

2.4 Cooperation with Foreign Countries, Commercial Banks and
Police Authorities

In 1996, the National Bank of Slovakia continued to exchange specimen
banknotes with foreign issuing banks and to build a collection of foreign notes and
coins. By 31 December 1996, specimens of Slovak banknotes and coins had been
sent to 173 central banks all over the world. The Currency issuing department of the
NBS has a collection of specimen notes and coins from 102 issuing banks.

Exchange of specimen banknotes by continent

Continent Specimens received Specimens sent
Europe 39 41
Africa 14 50
America 17 32
Australia and Oceania 6 8
Asia 26 42
Total 102 173
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The trend in the occurrence of counterfeits in the Slovak Republic in 1996 was
favourable, as both the number and nominal value of counterfeits decreased in
comparison with the 1995 figures.

The quality of counterfeits of foreign banknotes is tending to rise. Apart from US$
100 banknotes, there are also very dangerous counterfeits with a face value of US$
50, both of which increase the need to check the genuineness of money received.
With regard to other foreign notes, counterfeits were detected with imitations of
security features such as the watermark, security thread, fluorescent fibres,
fluorescent printing, etc. These facts increase the need for the National Bank of
Slovakia to co-operate with foreign central banks, police authorities, and commercial
banks.
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E. Auditors' Report



Deloitted
Touche

I\ BBC Telephone: +42 1 (7) 5249 111
- Prievozska 12 Facsmile: +42 1 (7) 5249 222
821 09 Bratislava
Slovakia

| NDEPENDENT AUDI TORS  REPORT
TOTHE BANK BOARD OF THE NATI ONAL BANK OF SLOVAKI A

We have audited the accompanying balance sheet of the National Bank of Slovakia (the
"Bank™) as of 31 December 1996 and the related profit and loss account for the year then
ended. These financia statements, set out on pages 2 through 12, are the responsibility of
the Bank's Board. Our responsbility is to express an opinion on these financid
statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing and
guidelines recommended by the Slovek Chamber of Auditors. Those standards and
guidelines require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financiad statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overal financia
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

The Bank is required to prepare financia statements in accordance with Act No.
563/1991 on Accounting, as amended, and with relevant laws and regulations of the
Slovak Republic. The accompanying financia statements have been reformatted to make
them more comparable in appearance to financia statements issued for internationa
purposes.

In our opinion, the accompanying financia statements present fairly, in al materia
respects, the financia position of the National Bank of Slovakia as of 31 December 1996
and the results of its operations for the year then ended in accordance with Act No.
563/1991 on Accounting, as amended, and relevant regulations issued by the Ministry of
Finance of the Slovak Republic.

14 March 1997
- L_____
Ddoitte & Touche

Deloitte Touche
Tohmatsu
[nternational
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NATIONAL BANK OF SLOVAKIA
BALANCE SHEETS
AS OF
31 DECEMBER 1996 AND 1995
in millions of Slovak crowns

ASSETS Notes 1996 1995
Gold 3.1 2,285.4 19044
Deposits with the International Monetary Fund 3.2 24,0626  28,381.6
*Reserve position with the International
Monetary Fund and Special Drawing Rights 11,520.8
*Guarantee deposits on loans from the
International Monetary Fund 12,5418
Deposits with foreign banks and international 3.3. 17,351.7  40,062.0
institutions
Receivables from domestic banks 3.4. 36,585.1  36,484.6
Receivables from the State budget 3.5. 28,625.6 25,7421
Securities 3.6. 94,2142  63,676.4
Investments and participations 3.7. 15834 1,509.6
Other assets 3.8. 4.123.8 4.304.8
Total assets 208.831.8 202.065.5
LIABILITIES AND EQUITY
Currency in circulation 4.1. 52,223.6 39,795.8
Liabilities to the International Monetary Fund 4.2. 34,227.1 41,899.6
*nternational Monetary Fund holdings 21,304.8
*Loans from International Monetary Fund 12,922.3
Liabilities to foreign banks and international 4.3. 4,785.3 3,167.3
institutions
*Deposits from foreign banks and international 13756
institutions
*Loans from foreign banks and international 3,409.7
institutions
Securities issued 44. 14,1350  25,830.7
Deposits of domestic banks 4.5. 31,1148  24,060.8
Liabilities to the State budget 4.6. 13,044.1 12,2133
*State financial assets 9,349.8
* State funds 3,694.3
Other liabilities 4.7. 50,190.0 _ 46,991.1
Total ligbilities 199.719.9 193.958.6
Equity 4.8. 9.111.9 8.106.9
Total liabilities and equity 208.831.8 202.065.5

The notes on pages 4 to 12 form an integral part of the financial statements.
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NATIONAL BANK OF SLOVAKIA
PROFIT AND LOSS ACCOUNTS
FOR THE YEARS ENDED
31 DECEMBER 1996 AND 1995
in millions of Slovak crowns

EXPENDITURES Notes 1996 1995
Interest and fee expenditures 5.1. 10,289.0 8,592.0
Staff costs 5.2 485.3 298.1
Other expenditures 5.3. 6,228.0 6,007.9
Profit 3.467.7 3.590.0
Total 20.470.0 18.488.0
REVENUES

Interest and fee revenues 6.1. 16,688.9 15,798.8
Net result of foreign currency valuation 6.2. 777.1 2,654.6
Other revenues 6.3. 3.004.0 34.6
Total 20.470.0 18.488.0
PROFIT ALLOCATIONS 7.

Transfer to the State budget 2,381.1 1,530.8
Allocation to funds 1.086.6 2.059.2
Profit 3.467.7 3.590.0

The notes on pages 4 to 12 form an integral part of the financial statements.
3
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NATIONAL BANK OF SLOVAKIA
NOTESTO THE FINANCIAL STATEMENTS
AS OF 31 DECEMBER 1996

1. General information

The Nationa Bank of Sovakia (the "Bank") was established in accordance with
Act No. 566/1992 Coll. on the National Bank of Slovakia, as amended ("Bank Act") and started
its operations as the central bank of the Slovak Republic on 1 January 1993.

Under the guidelines of the Bank Act, the Bank's main responsibilities are to:

» determine monetary policy, and its implementation,

* issuebanknotesand coins,

« direct the circulation of money, coordinate payments and the settlement of accounts
between banks and ensure the efficiency and effectiveness of these operations,

* supervisethe banking sector,

* administer the accounts of the state budget,

* represent the Slovak Republic in international financia institutions and in world capital
market operations.

2. Statement of Accounting Palicies
Accounting policies applied in the accompanying financial statements are summarised below.

2.1. Basicprinciples

The accounting of the Bank is maintained in accordance with the Accounting Act No. 563/1991
Coll., as amended, (the "Accounting Act"). The accompanying financial statements have been
reformatted to make them more comparable in appearance to financia statements issued for
international purposes. The 1995 comparative information disclosed in the financial statements
has been reclassified into a format comparable with the current year information.

2.2. Valuation ofindividual assets and liabilities

The financial statements are prepared under the historical cost basis of accounting in accordance
with the Accounting Act.

The valuation of assets and liabilities considers financia risks known to the Bank at the date of
preparation of the financial statements.

The following mandatory methods of valuation were applied:

* purchased supplies were valued at acquisition cost,

* purchased tangible and intangible fixed assets were valued at acquisition cost,

cash, stamps and vouchers were valued at nominal value,

securities tradable on the capital market and investments were valued at acquisition cost.

Securities traded in the capital market are mainly shares, participation certificates, bonds and
mortgage bonds.

* securities tradable on the financial market were valued at their nominal value. Securities
traded in the financial market are mainly bills of exchange, cheques, governmentals, treasury
notes of the Bank, certificates of deposit and depositary receipts. Discounts related to the
securities tradable on the financial market are included in liabilities in the Balance Sheet and
in revenues in the Profit and loss account.

* receivables and liabilities were valued at their nominal value.
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2.3. Valuation offoreign currency transactions and holdings

The Bank converts assets and liabilities expressed in foreign currency to Slovak currency using
the foreign exchange rate determined in the NBS exchange rate listing for accounting purposes
on the day of the accounting event and in the financid statements using the foreign exchange
rate as of 31 December 1996.

The exchange rates for the main foreign currencies used by the Bank for trandation of assets and
liabilities as of 31 December 1996 are as follows:

Currency Unit Foreign exchange
Mid rate

usD 1 31.895

DEM 1 20.514

JPY 100 27.500

SDR 1 45.791

Redlised exchange rate gains and losses from the recalculation of foreign currencies to Slovak
crowns are included in the Profit and loss account. Unrealised exchange rate losses are included
in the Profit and loss account and unrealised exchange rate gains are included in the Balance
Shest.

2.4. Tangible and intangible fixed assets

Tangible and intangible fixed assets are valued at their acquisition cost. Depreciation is
calculated on the straight-line basis, based on estimated useful lives of the fixed assets.

The estimated useful lives of fixed assets are as follows:

Depreciation category Type of fixed asset Useful lives

1 office equipment, data processing machines, 4 years
persona and delivery cars, and software

2 instruments and special technical equipment 8 years

3 security equipment 15 years

4 energy production equipment (the Bank doesnot 30 years
have any fixed assets in this depreciation
category)

5 buildings, constructions 50 years

2.5. Income tax

The Bank is exempt from income tax under Section 17 of the Income Tax Act No. 286/92 Call.,
as amended.

2.6. Profit allocation
The profit generated by the Bank is used to replenish the level of reserve funds and other funds

created from profits, and for other purposes according to the Bank budget. The Bank transfers
the remaining profit to the State budget of the Slovak Republic.
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3. Assets
3.1. Gold

This item represents the gold reserves administered by the Bank. The Bank administers in total
36.5 million grams of fine gold, valued at a historical purchase price of Sk 62.54 per gram.

This item does not include 3.6 million grams of gold used for swap operations for foreign
currency.

Part ofthe gold in the amount Sk 570.4 million, resulting from the split of gold reserves of the
former State Bank of Czechoslovakia ("SBCS"), has not been released to the Bank.

The market value of gold as of 31 December 1996 was 11.881 USD per gram (369.55 USD per
0ZS), i. e. 378.90 Sk per gram (11,786.80 Sk per OZS). The total market value of gold
administered by the Bank as of 31 December 1996 is Sk 13,847.2 million.

3.2. Deposits with the International Monetary Fund

This item consists of receivables from the International Monetary Fund ("IMF") resulting from
the membership of the Slovak Republic in the IMF. Special drawing rights ("SDR") within the
reserve tranche are equal to the Slovak Republic's membership quota paid to the IMF in SDR
and Slovak crowns. Based on the IMF rules and regulations, "Guarantee deposits on loans from
the IMF" are deposits in Slovak crowns and represent the counterpart of loans which were
granted to the Slovak Republic (see Note 4.2. "Liabilities to the International Monetary Fund").

3.3. Deposits withforeign banks and international institutions

This item consists primarily of deposits held in foreign banks, mainly denominated in German
marks and United States dollars.

3.4.  Receivablesfrom domestic banks

As of 31 December 1996, this item represents long-term redistribution loans in the amount of
Sk 31,088.9 million, re-financing loans in the amount of Sk 1,602.4 million and loans granted to
commercial banks to support the development of small and medium-size enterprises in the
amount of Sk 3,203.9 million. It also includes other current and short-term deposit accounts with
commercial banks in the amount of Sk 689.9 million. Reserves have been created to cover risks
relating to the redistribution loans (see Note 4.7. "Other liabilities").

3.5.  Receivablesfrom the State budget

Transactions with the Slovak Republic regarding State budget operations are set forth in Section
25 ofthe Bank Act.
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The balances of the Slovak Republic in the amount of Sk 28,625.6 million represent the direct
liabilities of the State taken over from the former Czech and Slovak Federal Republic (the
"éSFR"), deficits of the State Budget of Slovak Republic for years 1991 and 1992 before the
split of the CSFR, the delimited share of the former CSFR state budget deficit and the deficit of
the State Budget of Slovak Republic for the 1996 year, after taking into account the coverage of

State treasury bills.
3.6. Securities

As of 31 December 1996, the Bank has in its portfolio short-term securities traded on the
financial market consisting primarily of treasury bills of the United States of America and of'the
Federal Republic of Germany and securities of the Bank for International Settlements ("BIS") in
the amount of Sk 54,136.8 million, after deducting a provision of Sk 257.9 million, and medium-
term and long-term securities traded on the capital market, which consist of government treasury
notes of the United States of America and government bonds of the Federal Republic of
Germany in the amount of Sk 40,077.4 million, after deducting a provision of Sk 93.8 million.

3.7. Investments andparticipations

The Bank holds participations in the following companies and institutions (in millions of Sk):

Share in

Capital 1996 1995
Ceskoslovenskd obchodnd banka, a. s., Prague 24.13% 1,438.6  1,364.8
(Czechoslovak Commercial Bank)
Bankové zuctovacie centrum Slovenska, a. s., Bratislava 40.27% 120.0 120.0
(Bank Clearing Centre of Slovakia)
Other investments with less than 1% ownership 24.8 24.8
Total 1.583.4 1.509.6

Other investments include participation in S.W.LF.T. - Society for Worldwide Interbank
Financial Telecommunication, La Hulpe, Belgium and BIS - Bank for International Settlements,
Basle, Switzerland.

3.8. Other assets

This item includes the following (in millions of Sk):

1996 1995
Accruals and prepaid expenses 1,574.1 2,050.2
Tangible and intangible fixed assets 2,201.2 2,029.6
Other 348.5 225.0
Total 4.123.8 4.304.8

105



NATIONAL BANK OF SLOVAKIA
NOTES TO THE FINANCIAL STATEMENTS
AS OF 31 DECEMBER 1996

4. Liabilities and Equity

4.1. Currency in circulation

This item comprises valid domestic banknotes and coins in circulation issued by the Bank.
4.2. Liabilities to the International Monetary Fund

The item "International Monetary Fund holdings" includes deposits of the International
Monetary Fund in Slovak crowns held by the Bank.

The item "Loans from International Monetary Fund" includes loans provided in fully convertible
currency to strengthen the balance of payments of the Slovak Republic and its foreign exchange
reserves. These loans are secured by guarantee deposits with the International Monetary Fund
(see Note 3.2. "Deposits with the International Monetary Fund").

4.3. Liabilities toforeign banks and international institutions

"Deposits from foreign banks and international institutions" represents short-term fully
convertible currency deposits held at the Bank.

"Loans from foreign banks and international institutions" represents loans granted by the
Export-Import Bank of Japan, the European Investment Bank of Luxembourg and money from
fund PHARE from the European Union. The loans are designed to provide financing to selected
domestic banks, to support small and medium businesses and certain sectors of the economy of
the Slovak Republic.

4.4. Securities issued

As of 31 December 1996 "securities issued” includes medium-term and long-term bonds in
Japanese yen with maturity periods of 5 and 7 years, placed on international capital markets. In
1994 the Bank issued bonds, maturing in 1999, in the amount of JPY 25,000 million with a
coupon of 6.3%. This item also includes bonds issued in 1993, maturing in 1998 and 2000, in
the amount of JPY 25,000 million with coupons of 7.75% and 8.0%, and bonds, maturing in
1997, issued by the former SBCS in the amount of JPY 1,400 million with a coupon of 8.5%.

During 1994, the Bank entered into contracts on long-term swap operations to convert the risk of
foreign exchange rate changes from JPY to DEM in respect of Bank bonds issued in 1993 and
1994. These swap contracts mature one day before the due date of the respective bonds.

4.5. Deposits ofdomestic banks

As of 31 December 1996 this item represents primarily the obligatory minimum reserves of

domestic banks deposited at the Bank in the total amount of Sk 28,797.9 million. The remaining
balance represents other deposits from domestic banks.
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4.6. Liabilities to the State budget

"State financial assets” in the form of deposits in the accounts of the Bank as of 31 December
1996 amount to Sk 9,349.8 million.

"State funds” in the amount of Sk 3,694.3 million represent other deposits of the State in the
Bank.

4.7. Other liabilities

Other liabilities comprise the following (in millions of Sk):

1996 1995
Accruals 2,071.3 1,484.9
Unrealised exchange gains 3,589.9 3,340.0
Reserves 8,731.1 6,785.0
Other 35.797.7 35.381.2
Total 50.190.0 46.991.1

The main component in reserves as of 31 December 1996 are reserves in the amount of
Sk 5,397.7 million to cover risks resulting from long-term redistribution loans (see Note 3.4.
"Receivables from domestic banks"). This item further includes reserves in the amount of
Sk 2,080.9 million for foreign currency swap operations, reserves in the amount of Sk 1,132.4
million to cover for the difference between the market value and the historical cost of gold used
for swap operations, reserves for unrealised exchange losses in the amount of Sk 110.4 million
and other reserves in the amount of Sk 9.7 million.

The main component in "Other" represents the amount incurred from the activity of separating
the assets and liabilities of the former SBCS. The final amount will be determined as a part of
the final settlement regarding the division of the former SBCS assets and liabilities.

"Other" also includes deposits of clients and employees of the Bank in the amount of Sk 2,348.6
million as of 31 December 1996.

4.8. Equity

As of 31 December 1996 this item represents the capital taken over from the separation of assets
and liabilities of the former SBCS in the amount of Sk 466.7 million, the legal reserve fund in
the amount of Sk 8,573.1 million and the capital fund in the amount of Sk 72.1 million.

The balance of equity as of 31 December 1995 in the amount of Sk 8,106.9 million increased

during 1996 by additions to the legal reserve fund in the amount of Sk 1,000.0 million (see Note
7. "Profit allocations") and by an increase in the capital fund in the amount of Sk 5.0 million.
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5. Expenditures
5.1. Interest and fee expenditures

Interest and fee expenditures comprise the following (in millions of Sk):

1996 1995
Interest and fees paid to State treasury 705.5 673.5
Interest and fees paid to foreign banks 645.8 1,083.8
and international institutions
Expenditures on bonds issued 1,019.9 11233
Expenditures on securities operations 12351 944.9
Expenditures on swap operations 1,756.8 1629.1
Other interest and fees 4.925.9 3.1374
Total 10.289.0 8.592.0

5.2. Saffcosts

"Staff costs" consist of wage and social costs. Socia costs represent mainly costs for
compulsory contributions to the Hedlth Insurance Fund, Social Security Fund, Pension Fund and
Employment Fund, and compulsory additions to the social fund in accordance with the Socia
Fund Act No. 152/1994 Coll. and in terms of the amendment to the Income Tax Act
No. 286/1992 Call.

As of 31 December 1996 the Bank had 1,258 employees including 6 members of the Bank Board
which represents an increase of 71 employees compared to 31 December 1995.

5.3. Other expenditures

Other expenditures include the following (in millions of SKk):

1996 1995
General operating expenditures 285.0 266.5
Expenditures on banknotes and coins 137.6 259.8
Depreciation of fixed assets 228.8 164.4
Creation of provisions 351.7 0.0
Creation of reserves 4,926.4 5,145.7
Other 298.5 1715
Total 6.228.0 6.007.9

The main component in "Other expenditures’ for 1996 represents the creation of reserves of
Sk 4,926.4 million, comprising reserves created in 1996 to cover risks resulting from long-term
redistribution loans in the amount of Sk 15664 million (see Note 3.4. "Receivables from
domestic banks" and Note 4.7. "Other liabilities"), reserves created in 1996 for foreign currency
swap operations in the amount of Sk 2,080.9 million, reserves created in 1996 to cover for the
difference between the market price and historical cost of gold used for swap operations in the
amount of Sk 1,159.0 million, reserves created in 1996 for unreslised exchange losses in the
amount of Sk 110.4 million and other reserves created in 1996 in the amount of Sk 9.7 million
(see Note 4.7. "Other liahilities").
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6. Revenues

6.1. Interest and fee revenues

Interest and fee revenues comprise the following (in millions of Sk):

1996 1995
Interest and fees received from State treasury 2,721.0 3,413.8
Interest and fees received from domestic banks 6,877.9 5,951.6
Interest and fees received from foreign banks 2,973.8 3,316.3
and international institutions
Revenues from securities operations 3,085.1 1,9930
Revenues from swap operations 987.7 1084.4
Other interest and fees 434 39.7
Total 16.688.9 15.798.8

6.2. Net result offoreign currency valuation

This item reflects the net translation differences resulting from realised exchange rate gains and
losses and unrealised exchange rate losses.

6.3. Other revenues

Other revenues comprise the following (in millions of Sk):

1996 1995
Revenues from the issue of banknotes and coins 58 50
Use of reserves 2,980.3 2.0
Other operating revenues 179 27.6
Total 3.004.0 34.6

The main component of other revenues represents the use of reserves created to cover for the
difference between the market price and historical cost of gold used for swap operations in the
amount of Sk 2,971.7 million and the use of other reserves in the amount of Sk 8.6 million.

11
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7. Profit allocations

The activities of the Bank resulted in an overall profit for the 1996 year of Sk 3,467.7 million of
which Sk 2,381.1 million was transferred to the State Budget in accordance with Bank Board
decisions.

The remaining balance of the 1996 profit, in the amount of Sk 1,086.6 million, was used to
replenish the following funds (in millions of Sk):

1996 1995
Lega reserve fund . 1,000.0 1,7825
Other funds 86.6 276.7
Total 1.086.6 2.059.2

8. Off- balance sheet items

As of 31 December 1996 the Bank had off-balance sheet receivables in the amount of
Sk 14,027.0 million and liabilities in the amount of Sk 17,836.3 million from foreign exchange
term operations, which consist of the following items:

* deferred receivables in the amount of Sk 13,750.0 million and deferred liabilities in the
amount of Sk 16,334.4 million from the long-term foreign exchange swap operations which
were entered into to convert the risk of foreign exchange rate changes from JPY to DEM in
respect of Bank bonds issued in 1993 and 1994 (see Note 4.4. "Securities issued"),

o deferred receivables in the amount of Sk 53.1 million and liabilities in the amount of
Sk 53.9 million from short-term foreign exchange swap operations which were entered into
in order to hedge the Bank's risk of foreign exchange rate changes, and to manage the foreign
currency reserves,

 deferred receivables from gold swap operations in the amount of Sk 223.9 million and
deferred liabilities in the amount of Sk 1,448.0 million.

The Bank provides guarantees on loans granted by foreign banks and international institutions to

domestic commercial banks up to the current balance of these loans amounting to
Sk 3,409.7 million as of 31 December 1996.
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Selected Indicators of Monetary and Economic Development in the SR

1995 1996
Unit Note | 1993 | 1994 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
GDP at constant 1993 prices Sk billions 98.6| 1056| 108.1| 102.2| 1058 | 1129| 1156| 109.0
Cumulative figure (since beginning of year) Sk billions 369.9| 388.1 98.6 | 204.2| 312.3| 414.5| 105.8| 218.7| 334.3| 4433
Increase between quarters % 3.6 7.1 24 -5.5 35 6.7 24 -5.7
Quarterly increase % 1) 5.7 6.5 7.7 74 7.3 6.9 6.9 6.7
Cumulative increase % 1) -3.7 4.9 57 6.1 6.6 6.8 73 71 7.0 6.9
GDP at current prices Sk billions 117.6| 129.2| 1348| 1335| 1335| 1457| 152.1| 150.0
Cumulative figure (since beginning of year) Sk billions 369.9| 441.3| 117.6| 246.8| 381.6| 515.1| 1335| 279.2| 431.3| 5813
Increase between quarters % 3.7 9.9 4.3 -1.0 0.0 9.1 4.4 -1.4
Quarterly increase % 1) 15.2 15.7 18.1 17.7 135 12.8 12.8 124
Cumulative increase % 1) 113 19.3 15.2 154 16.4 16.7 135 13.1 13.0 12.9
Retail sale at current prices Sk billions 56.7 64.4 67.0 74.0 65.7 72.6 75.6 82.6
Cumulative figure (since beginning of year) Sk billions 202.1| 233.8 56.7| 121.1| 188.1| 262.1 65.7 | 138.3| 213.9| 296.4
at current prices
Increase % 1) 141 18.3 7.7 9.6 16.0 12.6 12.8 11.6
Cumulative increase % 1) 34.7 15.7 141 16.3 131 12.1 16.0 14.2 13.7 131
Increase in volume at constant prices % 1) 2.0 6.3 -1.8 2.0 9.3 6.2 6.8 59
Cumulative increase % D 9.8 17 2.0 4.4 2.1 2.0 9.3 74 7.2 7.0
Money incomes of households
Income ¥ Sk billions 111.9| 1186 128.3| 149.4| 144.6| 1494 | 161.7| 188.8
Cumulative figure (since begining of year) Sk billions 269.3| 319.9| 111.9| 230.5| 358.8| 508.2| 144.6| 294.0| 455.7| 6445
Cumulative increase % 1) 25.7 18.8 55.8 629 637 55.1 29.2 27.5 27.0 26.8
Saving rate of households % 2) 3.3 7.2 3.9 4.9 4.8 7.7 5.7 5.5 4.7 6.3
Consumer prices % 3) 22 3.1 6.1 7.2 12 22 39 5.4
% 1) 25.1 117 113 10.6 8.8 72 6.1 6.2 52 54
Cumulative figure (since begining of year) average % 23.2 13.4 115 11.2 10.7 9.9 6.2 6.2 5.9 5.8
Unemployment
Number of unemployed thous. 4) 368.1| 3715| 371.6| 339.1| 336.0| 333.3| 342.7| 311.2| 313.9| 329.7
Increase thous. 1) 107.8 34 11| -20.9| -275| -382| -289| -279| -221 -3.6
Unemployment rate % 14.4 14.8 14.6 13.3 13.2 13.1 13.3 12.1 12.2 12.8
Change % 1) 4.0 0.4 -0.2 -1.1 -1.3 -1.7 -1.3 -1.2 -1.0 -0.3
Exchange rate (midpoint) SKK\US$ 4) 33.202 | 31.277 | 28.995 | 29.350 | 29.538 | 29.569 | 30.184 | 31.007 | 30.960 | 31.895
SKK\DEM 4) 19.233 | 20.060 | 21.052 | 21.017 | 20.841 | 20.646 | 20.326 | 20.314 | 20.335| 20.514
Real effective exchange rate 8)
- based on CPI  a) 104.0| 110.2| 109.1| 108.7| 112.4| 113.7| 1145| 1145| 1159| 1165
b) 93.5 97.8 97.3 98.6| 101.1| 1015 101.6| 100.6 98.4 98.7
- based on PPl a) 107.1| 109.5| 1109| 111.8| 1151| 1143 117.2| 1188| 119.9| 118.2
b) 88.1 91.9 92.1 94.9 97.0 96.3 97.5 97.9 96.5 95.9
Foreign exchange reserves (excl. gold)
Total US$ mn 1,368.3| 3,041.0| 3,515.2| 4,148.2| 4,339.9| 4,982.2| 4,893.3| 4,584.6| 4,742.8| 5,631.0
-of which: NBS reserves US$ mn 415.6] 1,690.5| 1,914.4| 2,567.3| 2,758.7| 3,363.9| 3,404.0| 3,322.1| 3,600.3| 3,418.8
State budget
Revenue Sk billions 5) 150.3 | 139.1 33.2 754 1143| 163.1 40.4 79.5| 119.6| 166.3
- Fulfiiment of annual budget % 95.1| 1033 22.7 515 78.0| 1114 24.9 49.0 72.3| 100.5
Expenditure 5) 173.3| 162.0 37.3 75.3| 1172 1714 43.9 85.6| 133.0| 1919
- Fulfilment of annual budget % 109.6 | 108.5 22.3 45.0 70.0| 102.4 23.2 45.2 69.2 99.7
Balance Sk billions -23.0| -22.9 -4.1 0.1 -2.9 -8.3 -35 -6.1| -13.4| -256
MONETARY AGGREGATES
Net domestic assets % 6) 19.3 -1.2 -0.8 0.2 14 3.0 10.2 16.4 193 20.0
Money supply [M2] % 6) 185 18.6 21.0 19.9 19.5 18.9 23.8 21.3 18.4 16.7
Credit to households and enterprises % 6) 10.8 0.8 7.2 10.0 12.7 14.9 16.2 19.3 19.6 18.2
-of which: in foreign currency % 6) 118.9 77.8 68.0 55.1 59.2 57.6 72.8| 1108 96.5 35.7
Total deposits % 6)7) 17.9 18.8 25.1 25.3 26.6 25.9 26.4 24.8 21.0 17.2
- in Slovak crowns % 10.8 16.6 24.9 26.6 28.8 29.3 30.7 294 24.8 18.9
- in foreign currency % 115.9 34.2 26.2 18.0 14.3 5.0 14 -3.1 -35 4.5
Average interest rates
- on loans % 14.00| 14.51| 14.05| 13.61| 13.14| 1261| 1260| 12.00| 11.58| 11.44
- on deposits % 8.61 9.29 9.46 8.39 8.13 7.38 711 6.50 6.68 6.54
- interest rate margin % 5.39 5.22 4.59 5.22 5.01 5.23 5.49 5.50 4.90 4.90
1) Compared with the same period of last year (at consumer prices at the end of the period)
2) Increase in households' unrealised purchasing power in relation to their money income since the beginning of the year
3) Compared with the figure for the previous December
4) On the last day of the period under consideration
5) Cumulative figure since the beginning of the year
6) Compared with the same period of last year - cumulative figure (at current exchange rates)
7) Including funds, government, and non-residents
8) Compared with the weighted average for the first nine months of 1990
9) Based on data from BIPAVO (until 1994), and financial turnover in cash (from 1995)
a) USA, Great Britain, Austria, France, Germany, ltaly, Holland, Switzerland 115
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Selected Economic Ratios

1993 1994 1995 1996
GDP at constant prices / capita (Sk) 69,321 72,460 77,219 82,397
GDP at current prices / capita (Sk) 69,321 82,393 95,961 108,048
GDP at current prices / capita (US$) 2,390 2,571 3,227 3,625
Domestic demand / GDP (in %) 105.2 95.5 97.7 111.3
Net exports / GDP (in %) -5.5 55 18 -11.1
Industrial production / GDP (in %) 29.2 28.7 28.6 26.3
Construction output / GDP (in %) 6.7 45 4.6 4.7
Services / GDP (in %) 54.5 55.9 53.3 54.8
Average annual exchange rate Sk/US$ 29.00 32.04 29.74 30.65
Balance of Payments Ratios
1993 1994 1995 1996
Exports of goods / GDP 45.3 48.6 49.5 46.5
Exports of goods and services / GDP 61.6 65.0 63.2 57.5
Imports of goods / GDP 53.1 48.1 50.6 57.7
Imports of goods and services / GDP 67.1 59.8 61.4 68.4
Current account / GDP -5.0 4.8 2.3 -10.1
Capital and financial account/ GDP 4.6 0.8 5.7 111
Direct investment in SR / GDP 11 12 0.8 13
Other long-term capital / GDP 34 3.6 2.3 50
Short-term capital / GDP 58 -1.7 19 4.9
Public Sector Ratios
1993 1994 1995 1996
State budget revenue in Sk billions 150.3 139.1 163.1 166.3
as % of GDP 40.6 315 31.7 28.6
State budget expenditure in Sk billions 173.4 162.0 171.4 191.9
as % of GDP 46.9 36.7 333 33.0
State budget deficit in Sk billions -23.1 -22.9 -8.3 -25.6
as % of GDP 6.2 52 16 4.4
Fiscal surplus (+), deficit (-) in Sk billions X -11.3 2.7 -5.0
as % of GDP 26 (0.5) 0.9
Gross internal debt of SR in Sk billions 61.9 88.7 98.4 108.7
as % of GDP 16.7 20.1 19.1 18.7
Official external debt of SR in Sk billions 63.6 71.2 58.6 52.3
as % of GDP 17.2 16.1 114 9.0
Gross external debt SR in Sk billions 125.5 159.9 157.0 161.0
as % of GDP 339 36.2 30.5 27.7
x - Not recorded
Ratios of Money Supply Components to GDP at Current Prices
1993 1994 1995 1996
Money supply [M2] 0.675 0.679 0.694 0.716
Money [M1] 0.314 0.292 0.288 0.299
Currency outside banks [MO0] 0.068 0.077 0.067 0.075
Demand deposits 0.247 0.215 0.221 0.224
- Households 0.085 0.071 0.073 0.079
- Enterprises and insurance companies 0.162 0.143 0.149 0.145
Quasi-money [QM] 0.360 0.387 0.406 0.417
Time deposits 0.293 0.301 0.328 0.346
- Households 0.222 0.222 0.244 0.255
- Enterprises and insurance companies 0.071 0.079 0.084 0.091
Foreign-currency deposits 0.067 0.086 0.078 0.071
- Households 0.057 0.072 0.069 0.061
- Enterprises 0.010 0.014 0.009 0.010
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Development of Consumer Prices

1996
1 2 3 4 5 6 7 8 9 10 11 12 1-12
Goods and services a 100.7 100.3 100.3 100.3 100.5 100.2 100.3 100.5 100.9 100.7 100.4 100.3
b 107.9 108.2 108.5 108.8 109.3 109.5 109.8 1104 111.4 112.2 112.6 113.0 110.1
c 100.7 101.0 101.2 101.5 102.0 102.2 102.5 103.0 104.0 104.7 105.1 105.4 102.8
d 106.4 106.2 106.1 106.0 106.1 106.2 105.5 105.6 105.2 105.3 105.4 105.4 105.8
of which:
Foodstuffs a 99.7 99.5 100.0 100.2 100.3 99.1 100.6 100.5 102.2 100.9 100.2 100.2 -
b 105.0 104.4 104.4 104.7 104.9 104.0 104.7 105.1 107.4 108.4 108.6 108.8 105.9
c 99.7 99.2 99.1 99.4 99.6 98.7 99.4 99.8 102.0 102.9 103.1 103.3 100.5
d 103.9 103.7 104.1 104.6 104.7 105.2 104.7 104.1 102.8 103.3 103.3 103.3 104.0
Nonfood products a 101.4 100.5 100.4 100.3 100.7 100.7 100.1 100.5 100.4 100.5 100.5 100.4 -
b 109.4 109.9 110.3 110.7 1114 1121 112.2 112.8 1133 113.9 1145 114.9 1121
c 101.4 101.9 102.2 102.5 103.2 103.9 104.0 104.5 105.0 105.5 106.1 106.5 103.9
d 107.7 107.5 107.3 106.7 106.8 106.8 106.5 106.7 106.6 106.5 106.5 106.5 106.8
Public catering a 100.2 100.7 100.4 100.5 100.6 100.6 100.3 100.3 100.6 100.7 100.5 100.4 -
b 107.6 108.4 108.8 109.3 109.9 110.6 111.0 111.3 112.0 112.8 1134 113.9 110.8
c 100.2 100.9 101.3 101.8 102.4 103.1 103.4 103.7 104.3 105.0 105.6 106.0 103.1
d 105.8 105.8 105.5 106.1 106.4 106.6 105.6 105.5 105.5 105.7 105.8 106.0 105.9
Services paid by households a 100.8 100.6 100.4 100.2 100.2 100.2 100.2 101.0 100.6 100.4 100.3 100.1 -
b 109.0 109.7 110.1 110.4 110.6 110.8 111.1 112.2 112.9 113.4 113.7 113.8 111.5
c 100.8 101.4 101.8 102.1 102.3 102.5 102.7 103.8 104.4 104.8 105.1 105.3 103.1
d 107.4 106.9 106.7 106.3 106.4 106.2 103.7 104.6 104.8 105.1 105.3 105.3 105.7

Source: Statistical Office of the SR
Legend:
a - Index (previous month = 100)
b - Index (December 1994 = 100)
¢ - Index (December 1995 = 100)
d - Index (same period of previous year = 100)




Development of Producer Prices

1996
1 2 3 4 5 6 7 8 9 10 11 12 1-12
Industrial products a 99.8 101.4 100.4 99.9 101.0 99.7 99.9 100.7 100.5 100.9 100.3 100.1 100.4
b 99.8 101.2 101.6 101.6 102.6 102.3 102.2 102.9 103.4 104.4 104.6 104.7
c
d 104.6 104.6 104.7 103.9 104.4 103.9 103.5 103.5 103.4 103.9 104.6 104.7 104.1
e 266.2 270.0 271.2 271.0 273.7 273.0 272.7 274.5 275.9 2785 279.2 279.4 273.8
Building materials a 100.8 102.9 100.9 100.2 100.0 100.3 100.7 100.1 100.4 100.7 100.7 100.0 100.6
b 100.8 103.8 104.7 104.9 104.9 105.3 106.0 106.1 106.6 107.3 108.1 108.0 105.5
c 255.1 262.6 265.1 265.5 265.5 266.5 268.3 268.5 269.7 2715 2735 273.4 267.1
= 108.1 107.4 107.9 106.8 106.6 107.0 107.5 107.0 106.8 107.4 108.1 108.0 107.4
8
Agricultural products a - - - - - - - - - - - - -
b
c
d 96.0 95.5 99.5 101.2 102.0 101.8 111.2 111.3 100.9 104.1 103.9 102.3 104.7
e 148.4 142.6 143.8 142.6 141.7 146.1 161.1 156.8 148.8 153.4 162.0 159.6 153.1
of which: a - - - - - - _ _ _ R R :
Plant products b - - - - - - _ - : )
c
d 110.0 97.3 100.7 103.1 106.8 100.6 113.9 114.4 96.9 104.8 108.9 97.7 109.1
e 148.5 151.0 148.1 142.7 147.4 190.6 167.2 161.8 141.1 149.4 160.2 144.8 158.5
Animal products a - - - - - - - - - - - - -
b
c
d 95.5 95.5 99.5 101.1 101.8 101.9 102.8 106.5 104.4 102.7 101.3 102.7 101.5
e 148.4 142.4 143.8 142.6 141.4 140.7 142.8 149.2 155.7 161.4 163.0 160.9 149.2

Legend:
a - Index (previous month = 100)
b - Index (December 1995 = 100)

¢ - Index (December 1990 = 100, in construction: 1 Jan. 1990 = 100)

d - Index (same period of previous year = 100)
e-Index (1989 = 100)

Source: Statistical O

ffice of the SR




Development of Gross

Domestic Product from 1989 to 1996

1989 1990 1991 1992 1993 1994 1995 1996
GDP (at constant 1993 prices)
- Sk billions 493.2 481.0 410.9 384.1 369.9 388.1 4145 4433
- % change 10 -2.5 -14.6 -6.5 -3.7 4.9 6.8 6.9
Total consumption
- Sk billions 387.8 401.4 298.6 293.5 288.3 278.6 286.6 321.4
- % change 4.9 35 -25.6 -1.7 -1.8 -3.4 29 12.1
of which:
Household consumption
- Sk billions 284.1 296.9 212.7 199.1 196.0 196.0 202.7 217.2
- % change 3.6 4.5 -28.4 -6.4 -1.6 0.0 34 7.2
Government consumption
- Sk billions 103.7 104.5 85.9 94.4 92.3 82.6 83.9 104.2
- % change 8.7 0.7 -17.8 9.9 -2.2 -10.5 16 24.2
Gross capital in total
- Sk billions 159.6 162.9 160.9 109.0 101.0 88.5 117.7 168.1
- % change 34 21 -1.3 -32.3 -7.3 -12.4 33.0 42.8
of which:
Fixed capital
- Sk billions 158.0 176.3 131.9 126.0 120.7 114.6 121.2 161.6
- % change 41 11.6 -25.2 -4.5 -4.2 5.1 5.8 33.3
Stocks
- Sk billions 16 -13.0 29.0 -17.0 -19.7 -26.1 -3.5 6.5
Domestic demand
- Sk billions 547.5 564.3 459.5 402.5 389.3 367.1 404.3 489.5
- % change 4.5 31 -22.2 -12.4 -3.3 -5.7 10.1 21.1
Balance of trade
- Sk billions -54.3 -83.3 -15.2 -21.9 -20.4 20.5 6.8 -45.9
of which:
Exports
- Sk billions 134.5 116.0 154.8 228.2 227.8 260.0 269.2 265.0
- % change -8.6 -13.8 334 47.4 -0.2 14.1 35 -1.6
Imports
- Sk billions 188.8 199.3 170.0 250.1 248.2 239.5 262.4 310.9
- % change 3.3 55 -14.7 47.1 -0.8 -35 9.6 185
GDP at current prices
- Sk billions 267.3 278.0 319.7 332.3 369.9 4413 515.1 581.3
- % change 4.1 4.0 15.0 3.9 11.3 19.3 16.7 12.9
GDP deflator
- % change 3.0 6.6 34.6 11.2 15.6 13.7 9.3 55

Source: Statistical Office of the SR
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Unemployment

1996
1 2 3 4 5 6 7 8 9 10 11 12

Number of vacancies a 16,512 16,480 16,711 17,946 18,431 18,691 18,110 18,635 18,883 18,623 14,156 14,118

b 1,039 -32 231 1,235 485 260 -581 525 248 -260 -4,467 -38
Number of unemployed a 352,570 352,109 342,654 321,881 306,802 311,244 321,661 316,093 313,930 308,416 312,452 329,749
(end-of-month figures) b 19,279 -461 -9,455 -20,773 -15,079 4,442 10,417 -5,568 -2,163 -5,514 4,036 17,297
Number of unemployed
per vacancy a 21 21 21 18 17 17 18 17 17 17 22 23
Unemployment % rate
(end-of-month figures) a 137 13.7 133 125 11.9 121 125 12.3 12.2 12.0 12.2 12.8

Legend:
a - In terms of the specified unit
b - Difference (+, -) compared with the previous period

Source: Statistical

Office of the SR




Consolidated Balance of Payments for 1996

(Sk millions)
Q1 Q1 -Q2 Q1 -Q3 Q1 -Q4
Trade balance -15,695.0 -27,305.0 -37,962.0 -64,536.0
Exports (f.0.b.) 61,937.0 128,250.0 197,589.0 270,629.0
Imports (f.0.b.) 77,632.0 155,555.0 235,551.0 335,165.0
Services balance 1,587.0 2,383.0 2,405.0 1,178.0
Receipts 13,888.0 28,951.0 45,527.0 63,380.0
Transportation 4,516.0 9,621.0 14,294.0 19,720.0
Travel 4,814.0 10,001.0 16,043.0 20,618.0
Other services 4,558.0 9,329.0 15,190.0 23,042.0
Expenditures 12,301.0 26,568.0 43,122.0 62,202.0
Transportation 2,363.0 5,260.0 8,554.0 12,043.0
Travel 2,474.0 5,752.0 10,434.0 14,796.0
Other services 7,464.0 15,556.0 24,134.0 35,363.0
Income balance 557.0 1,056.0 -707.0 -1,365.0
Interest 510.0 955.0 -718.0 -1,470.0
Income 2,146.0 3,866.0 4,785.0 5,836.0
Payments 1,636.0 2,911.0 5,503.0 7,306.0
Investment 18.0 26.0 -132.0 -135.0
Income 69.0 208.0 317.0 461.0
Payments 51.0 182.0 449.0 596.0
Employee compensation 29.0 75.0 143.0 240.0
Income 79.0 181.0 355.0 512.0
Payments 50.0 106.0 212.0 272.0
Current transfers 594.0 1,715.0 4,080.0 6,213.0
Official 36.0 34.0 127.0 299.0
Private 558.0 1,681.0 3,953.0 5,914.0
Current account -12,957.0 -22,151.0 -32,184.0 -58,510.0
Capital transfers 909.0 909.0 909.0 909.0
Net medium and long-term financial account 5,709.3 11,472.1 17,144.4 37,892.1
Direct investment 898.0 1,419.0 2,399.0 3,246.0
Portfolio investment 1,579.0 2,300.0 2,456.0 2,992.0
Borrowings from abroad -2,909.3 2,008.3 6,453.7 26,557.4
Loans to foreign countries 6,141.6 5,744.8 5,835.7 5,096.7
Net short-term financial account 5,210.0 11,7125 24,828.8 25,594.0
Total capital and financial account 11,828.3 24,093.6 42,882.2 64,395.1
Errors and omissions 4,708.9 981.0 739.7 1,482.8
Overall balance 3,580.2 2,923.6 11,437.9 7,367.9
Change in reserves (-, increase) -3,580.2 -2,923.6 -11,437.9 -7,367.9
Gold holdings -10.2 -572.2 -1,781.0 -2,505.0
Holdings of SDRs 1,299.0 1,200.6 1,680.5 1,202.0
Foreign exchange assets -4,869.0 -3,552.0 -11,337.4 -6,064.9

Note: Cumulative figures
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Detailed Balance of Payments Capital Account for 1996

(Sk millions)
Q1 Q1-Q2 Q1 -Q3 Q1 -Q4
Capital transfers 909.0 909.0 909.0 909.0
Direct investment 898.0 1,419.0 2,399.0 3,246.0
SR abroad 14.0 -51.0 -553.0 -2,176.0
in the SR 884.0 1,470.0 2,952.0 5,422.0
Portfolio investment 1,579.0 2,300.0 2,456.0 2,992.0
SR abroad 1,489.0 2,001.0 2,251.0 2,094.0
in the SR 90.0 299.0 205.0 898.0
Other long-term financial account 3,232.3 7,753.1 12,289.4 31,654.1
Assets 6,141.6 5,744.8 5,835.7 5,096.7
Government 6,145.0 6,212.0 6,913.0 10,270.1
Disbursements
Repayments 6,145.0 6,212.0 6,913.0 0.0
Commercial banks -14.4 -430.2 -1,040.3 10,270.1
Disbursements -430.2 -1,040.3 -4,944.4
Repayments
Enterprises 11.0 -37.0 -37.0 -229.0
Disbursements -9.0 -107.0 -144.0 -648.0
Repayments 20.0 70.0 107.0 419.0
Liabilities -2,909.3 2,008.3 6,453.7 26,557.4
Government -3,657.0 -4,731.7 -5,379.6 -6,134.8
Disbursements 42.3 42.3 899.4 1,901.2
IMF
WB
EXIM BANK 706.0 1,393.1
G24
EC
EIB 42.3 42.3 423 42.3
Others 151.1 465.8
Repayments -3,699.3 -4,774.0 -6,279.0 -8,036.0
Commercial banks -711.3 680.0 729.3 9,138.2
Disbursements 2,488.6 7,012.0
Repayments -3,200.0 -6,332.0
Enterprises 1,459.0 6,060.0 11,104.0 23,554.0
Disbursements 2,713.0 12,495.0 21,676.0 37,933.0
Repayments -1,254.0 -6,435.0 -10,572.0 -14,379.0
Short-term financial account 5,210.0 11,712.5 24,828.8 25,594.0
Bank assets 6,002.0 12,261.0 15,435.8 -18,600.8
Bank liabilities 3,178.0 4,223.0 17,490.4 37,837.2
Corporate assets -2,105.0 -2,246.0 -3,450.0 3.0
Corporate liabilities -1,865.0 -2,526.0 -4,932.0 6,175.0
Other assets
Other liabilities 05 284.6 179.6
Total capital and financial account 11,828.3 24,093.6 42,882.2 64,395.1

Note: Cumulative figures



Foreign Trade

(Sk millions)
1996
1 2 3 4 5 6 7 8 9 10 11 12
Total imports (f.0.b.) a 22,614 30,712 24,305 25,473 27,898 24,366 27,615 25,213 27,168 32,093 31,439 36,269
b 22,614 53,326 77,631 103,104 131,002 155,368 182,983 208,196 235,364 267,457 298,896 335,165
c 120.2 142.1 130.4 130.5 128.1 1235 125.8 125.1 125.4 126.1 126.0 128.5
of which: Czech Republic 6,148 6,956 6,478 6,672 6,979 6,323 6,832 6,422 7,420 8,091 7,127 6,746
b 6,148 13,104 19,582 26,254 33,233 39,556 46,388 52,810 60,230 68,321 75,448 82,194
d 27.2 22.6 26.7 26.2 25.0 26.0 247 255 27.3 25.2 22.7 18.6
Total exports (f.0.b.) a 20,489 19,642 21,809 19,666 23,705 22,942 23,006 21,220 25,113 26,737 25,194 21,106
b 20,489 40,131 61,940 81,606 105,311 128,253 151,259 172,479 197,592 224,329 249,523 270,629
c 113.9 107.5 104.1 101.0 102.5 102.7 104.7 104.0 105.1 106.1 106.4 106.1
of which: Czech Republic a 6,454 6,723 6,892 6,194 7,672 7,367 6,781 6,697 7,351 7,981 7,564 6,231
b 6,454 13,177 20,069 26,263 33,935 41,302 48,083 54,780 62,131 70,112 77,676 83,907
d 315 34.2 316 315 32.4 321 29.5 31.6 29.3 29.9 30.0 29.5
Trade balance -2,125 -11,070 -2,496 -5,807 -4,193 -1,424 -4,609 -3,993 -2,055 -5,356 -6,245 -15,163
b -2,125 -13,195 -15,691 -21,498 -25,691 -27,115 -31,724 -35,717 -37,772 -43,128 -49,373 -64,536
of which: Czech Republic a 306 -233 414 -478 693 1,044 -51 275 -69 -110 437 -515
b 306 73 487 9 702 1,746 1,695 1,970 1,901 1,791 2,228 1,713

Note: Preliminary data

Legend:
a - In the specified unit (at current prices)
b - Since the beginning of the year (in Sk millions)

¢ - Index (same period of previous year = 100, cumulative figures)

d - Share of the total monthly volume (in %)

Al

Source: Statistical Office of the SR



SKK Exchange Rates

(midpoint rate)

Date 1 FRF 1,000 ITL 100 JPY 1 CAD 1 NLG 1 ATS 1 DEM 1 CHF 1 USD 1 GBP 1 XEU 1CzK
31.1.1996 5.923 18.934 28.286 21.895 18.175 2.895 20.360 25.034 30.198 45.502 37.285 1.111
29.2.1996 5.975 19.315 28.592 21.713 18.304 2.914 20.498 25.169 29.856 45.951 37.908 1.101
31.3.1996 5.956 19.128 28.307 22.132 18.170 2.891 20.326 25.170 30.184 45.825 37.745 1.106
30.4.1996 5.962 19.638 29.142 22.495 17.981 2.860 20.121 24.881 30.649 46.326 37.864 1.106
31.5.1996 5.973 20.005 28.853 22.559 18.090 2.875 20.234 24.635 30.974 47.592 38.203 1.109
30.6.1996 6.006 20.204 28.402 22.794 18.119 2.887 20.314 24.667 31.007 47.822 38.464 1.122
31.7.1996 6.029 19.811 28.052 22.009 18.211 2.909 20.473 25.130 30.249 47.137 38.495 1.139
31.8.1996 6.040 20.209 28.243 22.392 18.458 2.941 20.686 25.589 30.615 47.628 38.930 1.169
30.9.1996 6.016 20.398 27.985 22.635 18.120 2.891 20.335 24.699 30.960 48.319 38.805 1.149

31.10.1996 6.088 20.451 27.194 23.156 18.357 2.929 20.599 24.776 31.129 50.451 39.444 1.157
30.11.1996 5.998 20.569 27.490 23.168 18.153 2.894 20.369 24.066 31.209 52.375 39.286 1.154
31.12.1996 6.080 20.872 27.500 23.305 18.286 2.917 20.514 23.615 31.895 53.896 39.550 1.168




State Budget

(Sk_millions)
1996
1 2 3 4 5 6 7 8 9 10 11 12
State budget revenue 14,527 21,952 40,393 55,481 68,460 79,525 95,853 106,459 119,642 136,316 149,791 166,330
8.9 135 24.9 34.2 42.1 49.0 59.0 65.5 72.3 82.4 90.5 100.5
State budget expenditure 13,916 29,289 43,893 59,868 71,878 85,654 101,941 114,399 133,072 149,224 163,534 191,888
7.3 155 23.2 316 379 45.2 53.8 60.4 69.2 77.6 85.0 99.7
State budget balance 611 -7,337 -3,500 -4,387 -3,418 -6,129 -6,088 -7,940 -13,430 -12,908 -13,743 -25,558

Legend:
a - In the specified unit, cumulative figures
b - Percentage of the annual budget (%)

gzl

Sources: Statistical Office of the SR and Ministry of Finance SR



Monetary Survey

(Sk_billion)
1996
1.1. 31.1. 28.2. 31.3. 30.4. 31.5. 30.6. 31.7. 31.8. 30.9. 31.10. 30.11. 31.12.
Fixed exchange rate Sk/US$ 29.569 29.569 29.569 29.569 29.569 29.569 29.569 29.569 29.569 29.569 29.569 29.569 29.569
Fixed exchange rate Sk/DM 20.646 20.646 20.646 20.646 20.646 20.646 20.646 20.646 20.646 20.646 20.646 20.646 20.646
ASSETS

Net foreign assets 64.1 63.6 65.9 64.7 63.3 62.3 57.2 57.4 59.8 59.2 55.1 55.3 62.8

Foreign assets 153.5 149.9 150.7 151.2 149.8 148.6 144.6 145.9 151.1 150.6 144.4 148.0 182.8

Foreign liabilities 89.4 86.3 84.8 86.5 86.5 86.3 87.4 88.5 91.3 91.4 89.3 92.7 120.0

Net domestic assets 293.3 286.4 291.0 297.1 294.7 302.7 310.6 314.6 316.7 317.2 321.4 3324 353.4

Domestic credit 395.3 392.3 400.2 407.8 409.3 409.3 419.6 420.8 428.5 431.1 436.0 443.0 453.8

- Net credit to Government 91.1 83.3 87.8 86.4 84.7 80.2 82.6 80.0 81.9 83.6 83.3 84.0 95.7

- Net credit to FNM ¥ 2.3 1.7 2.4 -1.9 2.1 -1.0 -1.4 25 2.3 2.8 3.1 -3.3 3.2

- Credit to households and enterprises 306.5 310.7 314.8 323.3 326.7 330.1 338.4 343.3 348.9 350.3 355.8 362.3 361.3

- Credit in Sk 283.8 283.8 288.3 293.4 294.9 297.6 303.8 307.0 311.1 311.7 317.5 324.0 331.4

- Credit to enterprises 268.5 268.6 273.3 278.5 280.1 282.7 288.8 291.9 295.8 296.1 301.5 307.4 313.6

- Credit to households 153 15.2 15.0 14.9 14.8 14.9 15.0 15.1 15.3 15.6 16.0 16.6 17.8

- Credit in foreign currency 22.7 26.9 26.5 29.9 31.8 325 34.6 36.3 37.8 38.6 38.3 38.3 29.9
LIABILITIES

Liquid liabilities [M2] 357.4 350.0 356.9 361.8 358.0 365.0 367.8 372.0 376.5 376.4 376.5 387.7 416.2

Money [M1] 148.4 137.4 140.5 143.8 140.6 143.2 147.2 147.8 150.2 153.7 149.5 156.1 173.9

Currency outside banks [MO] 34.5 34.3 35.9 36.3 36.9 37.4 39.0 39.1 40.6 41.6 41.6 42.8 43.5

Demand deposits 113.9 103.1 104.6 107.5 103.7 105.8 108.2 108.7 109.6 112.1 107.9 113.3 130.4

- Households 37.4 38.7 39.4 39.7 40.6 41.1 423 43.0 43.8 43.7 43.6 445 46.2

- Enterprises 75.0 62.8 63.0 65.8 61.5 63.0 64.1 64.5 64.6 67.0 63.2 67.7 82.5

- Insurance companies 15 16 22 2.0 16 17 18 12 12 14 11 11 17

Quasi-money 209.0 212.6 216.4 218.0 217.4 221.8 220.6 224.2 226.3 222.7 227.0 231.6 242.3

Time and savings deposits 169.0 172.4 176.1 177.9 177.7 182.8 182.3 185.7 187.3 184.1 187.8 191.9 201.2

- Households 125.7 128.4 129.9 130.6 131.0 132.3 1335 134.2 134.9 135.1 135.9 136.9 148.4

- Enterprises 27.6 28.1 29.8 29.9 29.9 33.2 31.2 34.0 34.5 314 34.4 37.6 35.0

- Insurance companies 15.7 15.9 16.4 17.4 16.8 17.3 17.6 175 17.9 17.6 175 17.4 17.8

Foreign currency deposits 40.0 40.2 40.3 40.1 39.7 39.0 38.3 38.5 39.0 38.6 39.2 39.7 41.1

- Households 355 35.3 35.0 34.5 34.2 33.9 33.7 335 33.6 33.9 34.1 34.5 35.3

- Enterprises 4.5 4.9 5.3 5.6 5.5 51 4.6 5.0 54 4.7 5.1 5.2 5.8

Other items net 102.0 105.9 109.2 110.7 114.6 106.6 109.0 106.2 111.8 113.9 114.6 110.6 100.4

1/ FNM - National Property Fund



Money Supply M2

Change Change Change Change Change Change Change Change
Year-on-year |Year-on-year h - h . h ’ : .
) during the | during the | during the | during the | during the | during the | during the | during the
11.96 81.3.96 30.6.96 30.9.96 81.12.96 (S(Iih;ﬂi%?\s) chargge M| 1%quarter | 1% quarter | 2" quarter | 2" quarter | 3“quarter | 39 quarter | 4" quarter | 4" quarter
%) (Sk billions) (%) (Sk billions) (%) (Sk billions) (%) (Sk billions) (%)

Money supply [M2] 357.4 361.8 367.8 376.4 416.2 58.8 165 4.4 12 6.0 4.0 8.6 2.3 39.8 10.6
Money [M1] 148.4 143.8 147.2 153.7 173.9 25.5 17.2 -4.6 -3.1 34 6.9 6.5 4.4 20.2 13.1
Currency outside banks [MO] 34.5 36.3 39.0 41.6 435 9.0 26.1 18 5.2 2.7 14.6 2.6 6.7 19 4.6
Demand deposits 113.9 107.5 108.2 1121 130.4 16.5 145 -6.4 -5.6 0.7 4.3 3.9 3.6 18.3 16.3

- Households 37.4 39.7 42.3 43.7 46.2 8.8 235 23 6.1 2.6 101 14 33 25 57

- Enterprises 75.0 65.8 64.1 67.0 82.5 75 10.0 -9.2 -12.3 -1.7 18 2.9 45 155 23.1

- Insurance companies 15 20 18 14 17 0.2 133 0.5 333 -0.2 -30.0 -0.4 -22.2 0.3 214
Quasi-money [QM] 209.0 218.0 220.6 222.7 242.3 33.3 15.9 9.0 43 2.6 2.2 2.1 10 19.6 8.8
Time deposits 169.0 177.9 182.3 184.1 201.2 32.2 19.1 8.9 53 4.4 35 18 10 171 9.3

- Households 125.7 130.6 1335 135.1 148.4 22.7 18.1 49 39 29 34 16 12 133 9.8

- Enterprises 27.6 29.9 31.2 31.4 35.0 74 26.8 2.3 83 13 5.0 0.2 0.6 3.6 11.5

- Insurance companies 15.7 17.4 17.6 17.6 17.8 21 134 17 10.8 0.2 11 0.0 0.0 0.2 11
Foreign-currency deposits 40.0 40.1 38.3 38.6 411 11 2.7 0.1 0.3 -1.8 -3.7 0.3 0.8 25 6.5

- Households 35.5 345 33.7 33.9 35.3 -0.2 -0.6 -1.0 -2.8 -0.8 -1.7 0.2 0.6 14 4.1

- Enterprises 4.5 5.6 4.6 4.7 5.8 13 28.9 11 24.4 -1.0 -16.1 0.1 2.2 11 23.4
Crown deposits in total 282.9 285.4 290.5 296.2 331.6 48.7 17.2 25 0.9 51 3.8 57 2.0 35.4 12.0
- Households 163.1 170.3 175.8 178.8 194.6 315 19.3 7.2 4.4 55 5.0 3.0 17 15.8 8.8

- Enterprises 102.6 95.7 95.3 98.4 1175 14.9 145 -6.9 -6.7 -0.4 2.8 31 33 19.1 194

- Insurance companies 17.2 19.4 194 19.0 19.5 2.3 134 2.2 12.8 0.0 -2.1 -0.4 -2.1 0.5 2.6
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Total Deposits
(Sk_billions)

1993 | 1994 | 1995 1996

1. TOTAL DEPOSITS (Sk + for. currency) 238.7|283.5|356.9 | 356.9 | 349.0 | 354.6 | 358.3 | 354.9 | 364.7 | 366.9 | 374.7 | 378.0 | 377.3 | 380.8 | 389.8 | 418.4

A) Slovak-crown deposits 208.9 | 243.5| 314.9 | 314.9| 306.8 | 312.4 | 316.3 | 313.6 | 323.7 | 326.4 | 334.0 | 336.3 | 336.4 | 338.9 | 347.9 | 374.4
of which:
- Non-financial organisations 58.1| 63.4| 80.4| 80.4| 71.2| 722| 753| 708| 75.0| 73.8| 76.1| 76.3| 75.8| 75.6| 82.6| 950
- Banking sector 0.3 0.7 24| 24| 21 24 3.0 3.2 33 35 3.9 3.8 3.8 3.8 33 3.6
- Insurance sector 154 | 164| 172| 17.2| 175| 18.7| 193| 184| 190| 195| 188| 191| 19.1| 185| 185| 195
- Extrabudgetary funds of central
and local authorities 93| 157| 320| 32.0| 314| 31.6| 30.9| 32.2| 352| 359| 39.6| 39.4| 40.0| 43.2| 42.7| 42.8
- Non-profit organisations 2.3 46| 104, 104 9.0 8.7 8.9 9.1 9.2 9.3 9.6 9.3 9.3 9.1 9.2 9.2
- Small businesses 2.7 4.4 59 5.9 5.7 6.6 5.9 59 6.3 6.4 6.7 7.2 6.9 6.8 75 6.6
- Households 113.4|129.5| 163.0 | 163.0 | 167.1 | 169.3 | 170.3 | 171.6 | 173.4 | 175.8 | 177.2 | 178.7 | 178.8 | 179.6 | 181.4 | 194.6
- Foreigners (non-residents) 0.3 0.5 0.6 0.6 0.6 0.6 0.5 0.6 0.6 0.6 0.6 10 0.8 0.8 10 0.9
- Other 7.0 84| 29 29| 24| 22 2.0 18 16 15 15 16 17 15 17 21
B) Foreign-currency deposits ¥ 29.8| 40.0| 42.0| 42.0| 42.2| 42.2| 42.0| 41.3| 41.0| 405| 40.7| 41.7| 409| 419 | 41.9| 440
of which:
- Natural persons 248 | 33.0| 36.6| 36.6| 364 | 36.3| 355| 352 | 350 | 348 | 348| 351| 353| 357 | 358| 37.3
- Legal persons 5.0 7.0 5.4 5.4 5.8 5.9 6.5 6.1 6.0 57 59 6.6 5.6 6.2 6.1 6.7
2. CROWN DEPOSITS BY SECTOR 208.9 | 243.5 | 314.9 | 314.9 | 306.8 | 312.4 | 316.3 | 313.6 | 323.7 | 326.4 | 334.0 | 336.3 | 336.4 | 338.9 | 347.9 |374.4
of which:
a) Public sector 426 | 40.0| 395| 395| 354 | 351 | 345| 32.2| 336| 306| 31.9| 317 | 31.7| 31.3| 345 419
b) Private sector (incl. cooperatives) 354 | 464 720 720| 650| 69.2| 731| 70.1| 735| 752| 765| 77.0| 753| 748| 76.0| 83.3
¢) Households 113.4 | 129.5| 163.0 | 163.0 | 167.1 | 169.3 | 170.3 | 171.6 | 173.4 | 175.8 | 177.2 | 178.7 | 178.8 | 179.6 | 181.4 | 194.6
d) Under foreign control 0.8 3.0 4.8 4.8 5.0 4.4 4.8 5.0 5.7 6.4 6.7 7.0 8.0 7.7 7.6 8.6
e) From abroad 0.3 05| 06 0.6 0.6 0.6 05| 06 0.6 0.6 0.6 10 0.8 0.8 10 0.9
f) Other 164 | 119| 350| 35.0| 33.7| 338| 33.1| 34.0| 36.8| 37.8| 41.1| 40.9| 41.8| 44.7| 47.4| 44.9
3. CROWN DEPOSITS BY TERM 208.9 | 243.5|314.9 | 314.9 | 306.8 | 312.4 | 316.3 | 313.6 | 323.7 | 326.4 | 334.0 | 336.3 | 336.4 | 338.9 | 347.9 |374.4
of which
a) Short-term deposits 153.5 | 179.2 | 226.4 | 226.3 | 216.7 | 220.9 | 225.2 | 220.8 | 229.7 | 231.8 | 239.7 | 242.5 | 242.1 | 243.9 | 252.4 |271.2
b) Medium-term deposits 48.0| 55.8| 679 | 73.0| 738| 746 | 73.6| 749 | 753 | 756| 751 | 743 | 743| 745| 741 | 778
c) Long-term deposits 7.4 84| 206| 156| 163| 16.9| 175| 17.9| 187 | 19.0| 19.2| 194 | 20.0| 204 | 21.3| 254
4. FOREIGN-CURRENCY DEPOSITS
BY TERM 29.8| 40.0| 42.0| 42.0| 42.2| 422| 420| 41.3| 41.0| 405| 40.7| 41.7| 409 | 419| 419 | 440
of which:
a) Short-term deposits 29.7| 39.8| 16.7| 16.7| 42.0| 41.8| 41.8| 41.0| 40.7| 404 | 40.6| 41.6| 406 | 41.8| 41.8| 43.7
b) Medium-term deposits 253 | 253 0.2 0.4 0.2 0.1 0.1 0.1 0.1 0.1 0.3 0.1 0.1 0.1
c) Long-term deposits 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

5. INFORMATIVE

A) Total increase in deposits
(since beginning of year)

- in Sk billions 36.4| 448| 715| 00| -80| -24 14| -2.0 79| 100| 179| 21.1| 204 | 239| 329| 615
-in % 179| 188| 25.0| 0.0| -22| -0.7 04| -06| 22 4.4 5.0 5.9 57 6.7 92| 172
of which:
a) Slovak-crown deposits
- in Sk billions 204 | 346| 695| 00| -81| -25 14| -1.3| 89| 115| 19.2| 21.4| 215| 240| 33.0| 595
-in % 10.8| 16.6| 28.3 00| -26| -08| 04| -04| 28 3.6 6.1 6.8 6.8 76| 105| 189
b) Foreign-currency deposits
- in Sk billions 16.0| 102 20 0.0 0.1 0.1 oo -07| -10| -15| -13| -03| -11| -01| -01| 20
-in % 1159| 342 50 0.0 0.2 0.2 00| -1.7| -24| -36| -31, -07| -26| -02| -02| 48

B) Structure of crown deposits by sector
(as % of total deposits)

Total crown deposits 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
of which:

a) Public sector 204| 164| 125| 125| 115| 11.2| 109| 103| 104| 94 9.6 94| 94 9.2 99| 112
b) Private sector (incl. cooperatives) 16.8| 19.0| 229| 229| 21.2| 222| 23.1| 224| 22.7| 23.0| 229| 229| 224| 22.1| 21.8| 222
c) Households 543| 53.2| 51.8| 51.8| 545| 54.2| 53.8| 54.7| 53.6| 53.9| 53.1| 53.1| 53.2| 53.0| 52.1| 52.0
d) Under foreign control 0.4 12 15 15 16 14 15 16 18 2.0 20 21 24 23 22 2.3
e) From abroad 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.3 0.2
f) Other 80| 49| 111| 111| 11.0| 108| 105| 10.8| 114| 116| 123| 122| 124| 132| 136| 120

C) Structure of crown deposits by term
(as % of total deposits)

Total crown deposits 100.0| 100.0| 100.0 | 100.0| 100.0 | 100.0 | 100.0| 100.0 | 100.0 | 100.0| 100.0| 100.0| 100.0| 100.0 | 100.0 | 100.0
of which:

a) Short-term deposits 735| 73.6| 71.9| 71.9| 70.6| 70.7| 71.2| 70.4| 71.0| 71.0| 718| 721| 720| 720| 725| 724
b) Medium-term deposits 23.0| 229| 21.6| 23.2| 241| 23.9| 233| 239| 233| 232| 225| 221| 22.1| 220| 21.3| 208
c) Long-term deposits 35 34 6.5 4.9 53 5.4 55 57 5.8 5.8 5.7 5.8 59 6.0 6.1 6.8

1/ Deposits from residents and non-residents in convertible currencies
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Total Deposits

(Sk millions)
End-of-month Slovak Slovak banks with Branch offices of Banks

figures banks foreign participation foreign banks total

1.1.96 238,577.3 52,211.5 24,067.8 314,856.6
01/96 232,717.8 52,513.3 21,571.1 306,802.2
02/96 236,880.7 54,032.8 21,443.9 312,357.4
03/96 238,574.4 56,507.7 21,243.8 316,325.9
04/96 236,389.2 57,881.5 19,294.3 313,565.0
05/96 241,605.0 60,489.3 21,630.7 323,725.0
06/96 244,113.6 62,078.6 20,160.1 326,352.3
07/96 247,419.5 66,517.8 20,076.4 334,013.7
08/96 248,509.8 66,491.5 21,292.7 336,294.0
09/96 247,521.8 68,486.6 20,347.2 336,355.6
10/96 251,427.1 67,957.0 19,487.3 338,871.4
11/96 254,640.4 71,690.8 21,537.9 347,869.1
12/96 268,984.4 85,746.3 19,646.4 374,377.1
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Total Volume of Loans

(Sk billions)
1993 | 1994 |1995 1996
12 12 12 1.1. 1 2 3 4 5 6 7 8 9 10 11 12
1. TOTAL VOLUME OF LOANS (in Sk and f.c.)|268.9 | 272.9 |310.8 |310.8 | 314.5 |318.4 | 327.2 | 330.2 | 334.4 | 342.6 | 347.4 | 354.1 | 355.7 | 362.7 | 369.8 | 374.4
A) Slovak-crown loans 260.8 | 257.6 [288.1 |288.1 |287.3 |291.9 |297.0 | 298.1 | 301.2 | 307.1 | 310.4 | 314.8 | 315.6 | 322.4 |329.7 | 338.8
of which:
- Non-financial organisations 217.3|216.5 |242.8 |242.8 | 241.6 | 245.7 | 252.0 | 253.7 | 256.6 | 262.6 | 266.2 | 268.3 | 267.1 | 271.0 |277.2 | 281.6
- Banking sector 6.9 77 | 112| 112| 125| 122| 126| 125| 123| 12.0| 115| 133| 145| 156| 153 | 164
- Insurance sector 0.9 0.6 0.2 0.2 0.2 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.3
- Extrabudgetary needs of central
and local authorities 4.4 53 4.4 4.4 3.6 3.6 3.6 31 3.6 33 34 36 39 5.0 57 7.3
- Non-profit organisations 0.2 0.1 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.1
- Small businesses 11.6| 108 | 123| 123| 122| 131, 116 11.7| 11.7| 120, 118 118 | 122 | 125| 126 129
- Households 18.6| 165 | 153 | 153 | 152 | 150| 149| 148| 148| 150| 151 | 153 | 156| 16.0| 16.6 | 17.8
- Foreigners (non-residents) 0.1 0.1 13 13 13 13 13 13 14 14 14 14 14 14 14 16
- Other 08| 01| 04| 04| 04| 04| 04| 04| 04| 04| 06| 06| 05| 06| 05| 06
B) Loans in foreign currency ¥ 81| 153 | 22.7| 22.7| 272 | 265| 30.2| 321 | 33.2| 355 | 37.0| 393 | 40.1| 40.3| 40.1| 356
2. CROWN LOANS BY SECTOR 260.8 | 257.6 [288.1 |288.1 |287.3 |291.9 |297.0 | 298.1 |301.2 | 307.1 |310.4 |314.8 |315.6 |322.4 | 329.7 | 338.8
of which:
a) Public sector 1234|1155 | 93.1| 93.1| 922 | 928| 93.6| 93.2| 926 | 921 | 921 | 93.6| 926 | 929 | 935 | 94.8
b) Private sector 109.6 | 114.9 |165.4 | 165.4 | 166.4 | 170.0 | 173.8 | 176.3 | 178.9 | 185.4 | 188.1 | 191.6 | 192.3 | 196.7 | 201.4 | 204.8
c) Households 186 | 165 | 153 | 153 | 152 | 150| 149 | 148 | 148 | 150| 151 | 153| 156 | 16.0| 16.6 | 17.8
d) Under foreign control 3.8 53 8.2 8.2 8.2 8.8 9.4 8.9 9.5 9.6 9.8 8.7 9.1 99| 106 | 11.8
e) Abroad 0.1 0.1 13 13 13 13 13 13 14 14 14 14 14 14 14 16
f) Other 53| 52| 48| 48| 40| 40| 40| 35| 40| 36| 39| 42| 46| 55| 62 8.0
3. CROWN LOANS BY INDUSTRY 260.8 | 257.6 [288.1 |288.1 |287.3 |291.9 | 297.0 |298.1 | 301.2 | 307.1 | 310.4 | 314.8 | 315.6 | 322.4 | 329.7 | 338.8
of which:
a) Agriculture, hunting, and fishing 17.7| 19.0 | 183 | 183| 181 | 182 185| 19.1| 19.2| 193| 19.2| 19.1| 19.1| 19.0| 187 | 187
b) Forestry and timber industry 0.3 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4 0.4 0.3 0.3 04
c) Raw material extraction 9.5 8.9 2.6 2.6 2.6 2.7 2.8 2.8 2.6 25 24 2.3 2.6 2.7 2.6 2.6
d) Manufacturing industries 68.9| 67.2 |103.3 | 103.3 | 103.8 | 106.0 | 106.5 | 106.6 | 105.5 | 106.4 | 105.4 | 109.8 | 109.0 | 109.1 | 111.0 | 113.3
- Food industry 97| 104 | 175| 175| 179| 184 | 188 | 184 | 186 | 186 | 186| 19.1| 194 | 19.7 | 20.1 | 20.6
- Chemical and pharmac. industry 8.8 84 | 102 | 101| 99| 101| 102| 98 95| 106| 10.3| 103| 103| 10.5| 103 9.7
- Metallurgy and machine eng. 30.4| 27.6 | 43.3| 434 | 428 | 43.7| 433 | 445 | 426 | 415| 39.8| 43.0| 426 | 42.6 | 43.2| 457
- Electrical and electronic industry 55 5.7 75 75 74 7.7 7.9 76 7.7 79 8.3 8.1 7.8 7.7 8.1 85
- Textile, clothing, and leather 4.3 4.3 6.1 6.1 6.4 6.4 6.1 6.0 6.2 7.0 75 7.7 75 7.4 75 75
- Other 10.3| 108 | 186 | 186 | 193 | 19.7| 20.1| 20.4| 209 | 20.8| 20.8| 21.4| 214 | 21.2| 218 | 21.2
e) Power industry, gas and water supply 184 174 | 182| 182| 181 | 182| 19.2| 20.7| 209 | 21.6| 223| 21.1| 206 | 21.2| 21.4| 219
f) Building and construction 18.3| 18.6 | 194 | 194 | 191 | 19.2| 196| 195| 196 | 194 | 194 | 198| 19.7| 20.2| 21.2| 207
g) Trade, catering and hotel services 28.4| 325 | 605 60.4| 58.2| 59.0| 61.3| 60.8| 59.0| 649| 65.4| 653| 65.7| 68.3| 70.8| 73.3
h) Tourism 38 -| o5/ 05| 06| 06| 07| 05| 51| 07| 06| 05| 08| 06| 06 15
i) Transport and communications - - 3.6 3.6 33 34 54 4.2 4.7 4.6 5.0 54 53 6.9 7.6 8.2
j) Banking and finance _ 11.2| 11.2| 125| 122| 126 125| 123| 120| 115| 133| 145| 156| 153 | 164
k) Insurance sector - - 0.2 0.2 0.2 0.3 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3
4. STRUCTURE OF LOANS BY TERM 260.8 | 257.6 |288.1 | 288.1 | 287.3 | 291.9 | 297.0| 298.1 | 301.2 | 307.1 | 310.4 | 314.8 | 315.6 | 322.4 | 329.7 | 338.8
of which:
- Short-term loans 90.7| 95.9 |105.8 | 105.8 | 103.8 | 106.5| 110.8 | 110.3 | 111.6 | 117.5| 116.1 | 120.4 | 123.1 | 127.1 | 131.2 | 1375
- Medium-term loans 53.5| 46.9 | 57.4| 57.4| 576 | 60.4| 59.8| 61.1| 62.7| 60.7| 64.7| 65.1| 655| 67.0| 69.1| 70.9
- Long-term loans 116.6 | 114.8 |124.9 | 124.9 | 125.9 | 125.0 | 126.4 | 126.7 | 126.9 | 128.9 | 129.6 | 129.3 | 127.0 | 128.3 | 129.4 | 130.4
5. LOANS IN FOREIGN CURRENCY 81| 153 | 227| 22.7| 27.2| 26.6| 30.2| 32.1| 33.2| 355| 37.0| 39.3| 40.1| 40.3| 40.1| 35.6
of which:
- Short-term loans 17 80 | 11.2| 11.2| 138| 125| 16.8| 181 187| 20.6| 21.5| 225| 229| 225| 225| 195
- Medium-term loans _ 52 59 52 55 6.4 6.6 7.1 7.3 76 8.0 8.0 9.5
- Long-term loans - - 1157 | 1157 8.2 8.2 8.2 85 8.1 8.3 8.4 9.5 9.6 9.8 9.7 6.6
6. CROWN LOANS BY PURPOSE 260.8| 257.6 [288.1 |288.1 | 287.3|291.9| 297.0| 298.1 | 301.2 | 307.1 | 310.4 | 314.8 | 315.6 | 322.4 | 329.7 | 338.8
of which:
a) Circulating means 57.8| 53.4 | 44.0| 44.0| 455| 44.7| 47.1| 475| 485| 50.8| 52.2| 52.6| 53.2| 54.1| 54.7| 56.9
b) Capital goods 69.7| 49.8 | 37.2| 37.1| 36.7| 27.2| 36.3| 37.2| 36.7| 38.1| 41.2| 544| 538| 56.0 58.2| 48.6
c) Privatisation 8.8 54 3.7 38 4.0 4.4 4.4 4.2 4.6 5.0 5.7 54 52 5.2 53 55
- small-scale privatisation 53 2.0 0.4 0.4 0.3 0.4 0.3 0.3 0.5 0.5 0.5 0.5 0.5 04 0.4 0.4
- large-scale privatisation 35 34 33 34 3.7 4.0 4.1 3.9 4.1 4.5 5.2 4.9 4.7 4.8 4.9 51
d) Temporary lack of resources 10.7| 93 9.0 9.0 82 7.0 8.6 8.7 98| 116| 10.7| 10.1| 104| 119| 13.0| 158
e) Permanently turning stocks 21.7| 175 55 55 39 39 45 4.4 4.4 4.6 4.0 34 35 34 34 3.6
f) Housing construction 11.2| 109 | 10.4| 10.4| 104| 104, 104, 104| 104, 10.2| 10.3| 103| 104, 104, 104, 102
g) Current account balances (debit) 9.9 7.9 75 75 6.4 6.9 8.8 7.6 8.3 98| 10.6| 13.7| 155| 157| 16.9| 186
h) Consumption 9.0 7.0 6.0 6.0 5.8 5.7 5.6 55 5.6 5.8 6.0 5.9 5.9 6.2 6.5 7.1
i) Special mention claims 26.0%| 16.9¥| 37.8| 37.8| 39.4| 40.1| 41.5| 41.7| 41.4| 41.0| 40.5| 41.7| 39.4| 39.8| 40.0| 532
j) Classified receivables 30.8%| 76.4 |120.5| 120.5| 120.5 | 121.6| 120.9| 121.5| 121.9| 121.1| 121.1| 109.1| 109.9 | 111.1| 110.8 | 109.9
- doubtful and disputable claims 15.1| 236 | 12.6| 126| 122| 115 104, 10.0f 98 9.3 91| 10.2| 10.2| 10.8| 10.4| 104
- loss-making loans 73| 36.3| 85.6| 85.8| 99.9|101.4| 89.2| 89.8| 90.6| 91.9| 91.8| 92.0| 949, 932| 93.0| 91.9

1/ Loans to residents and non-residents in convertible currencies
2/ Medium- and long-term loans in total

3/ Temporarily illiquid assets

4/ Doubtful and disputable claims
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Total Volume of Loans (continued)
(SK billions)

1993 | 1994 | 1995 1996
12 12 12 1.1. 1 2 3 4 5 6 7 8 9 10 11 12

7. INFORMATIVE

A. Total increase in loans
(since begin. of year)

- in Sk billions 29.2| 40| 373 00| 34| 74| 163| 194| 235| 31.8| 36.5| 43.3| 449 | 51.9| 59.0| 63.6
-in % 12.2 15| 137 0.0 11 2.3 5.3 6.2 76| 102| 118| 139| 144 | 16.7| 19.0| 205
of which:
a) Crown loans
- in Sk billions 248| -3.2| 299, 00| -1.0| 36 88| 10.0| 13.0| 19.0| 22.2| 26.7| 275| 343| 41.6| 50.7
-in % y 105| -1.2| 116 00| -04 12 3.1 35 4.5 6.6 7.7 9.3 95| 119| 144| 176
b) Foreign-currency loans
- in Sk billions 44| 72| 74| 00| 45| 49| 75| 94| 105| 128| 143| 166| 17.4| 17.6| 17.4| 129
-in % 1189| 88.9| 49.0| 00| 193| 16.7| 33.0| 414| 46.2| 56.4| 629| 73.1| 76.7| 775| 76.7| 56.8

B. Structure of crown loans by sector
(as % of total credit)

Crown loans in total 100.0| 100.0| 100.0| 100.0| 100.0 | 100.0| 100.0| 100.0 | 100.0| 100.0| 100.0| 100.0| 100.0 | 100.0 | 100.0| 100.0
of which:

a) Public sector 47.3| 449| 323| 323| 32.1| 31.8| 315| 31.3| 30.7| 30.0| 29.7| 29.7| 29.3| 28.8| 28.4| 28.0
b) Private sector (incl. cooperatives) 42.0| 446| 57.4| 574| 57.9| 58.2| 585| 59.1| 59.4| 60.4| 60.6| 60.9| 609| 61.0| 61.1| 60.4
¢) Households 7.1 6.4 5.3 5.3 5.3 51 5.0 5.0 4.9 4.9 4.9 4.9 4.9 5.0 5.0 5.3
d) Under foreign control 15 2.0 2.8 2.8 29 3.0 3.2 3.0 3.2 3.1 3.2 2.8 29 31 3.2 35
e) Abroad 0.0 0.0 0.5 0.5 0.5 0.4 0.4 0.4 05 0.5 0.5 0.4 0.4 0.4 0.4 0.5
f) Other 21 2.0 17 17 14 14 13 12 13 12 13 13 15 17 19 24

C. Structure of crown loans by industry
(as % of total credit)

Crown loans in total 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0 | 100.0 | 100.0 | 100.0| 100.0
of which:

a) Agriculture, hunting, and fishing 6.8 74 6.4 6.4 6.3 6.2 6.2 6.4 6.4 6.3 6.2 6.1 6.1 5.9 5.7 55
b) Forestry and timber industry 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
c) Raw material extraction 3.6 3.9 0.9 0.9 0.9 0.9 0.9 0.9 0.9 0.8 0.8 0.7 0.8 0.8 0.8 0.8
d) Manufacturing industry 26.4| 26.1| 359| 359| 36.1| 36.3| 359| 358| 35.0| 34.6| 34.0| 349| 345| 33.8| 33.7| 334
e) Power industry, gas and water supply 7.0 6.8 6.3 6.3 6.3 6.2 6.5 6.9 6.9 7.0 7.2 6.7 6.5 6.6 6.5 6.5
f) Building and construction 70| 7.2 6.7 6.7 66| 66| 66| 6.5 65| 6.3 63| 6.3 62| 63 6.4 6.1
g) Trade, catering and hotel services 109| 126| 21.0| 21.0| 20.3| 20.2| 20.6| 20.4| 19.6| 21.1| 21.1| 20.7| 20.8| 21.2| 21.5| 21.6
h) Tourism 02| 02| 02| 02| 02| 02| 17| 02| 02| 02| 03| 02| 02| 04
i) Transport and communications 12| 12| 11| 12| 18| 14| 16| 15| 16| 17| 17| 21| 23| 24
j) Banking and finance 3.9 3.9 4.4 4.2 4.2 4.2 4.1 3.9 37 4.2 4.6 4.8 4.6 4.8
k) Insurance sector 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1

D. Structure of crown loans by term

(as % of total credit) 100.0| 100.0| 100.0| 100.0| 100.0| 100.0| 100.0 | 100.0 | 100.0| 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
Crown loans in total

- Short-term loans 34.8| 37.2| 36.7| 36.7| 36.1| 36.5| 37.3| 37.0| 37.1| 383| 37.4| 38.2| 39.0| 39.4| 39.8| 40.6
- Medium-term loans 205| 182| 20.0| 20.0| 20.0| 20.7| 20.1| 20.5| 20.8| 19.8| 20.8| 20.7| 20.8| 20.8| 21.0| 20.9
- Long-term loans 44.7| 446| 43.3| 43.3| 438| 428| 42.6| 425| 42.1| 42.0| 41.8| 41.1| 40.2| 39.8| 39.2| 385

1/ Loans to residents and non-residents in convertible currencies
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New Loans

(Sk billions)
1993 | 1994 | 1995 1996
12 12 12 1 2 3 4 5 6 7 8 9 10 11 12
1. NEW LOANS IN SLOVAK CROWNS 146| 211 155 16.0 18.7 17.2 189| 214| 221 16.2 18.8| 20.2 179| 295
of which:
a) Entrepreneurial sector 13.1| 205| 149| 156| 182| 16.9| 184| 20.7| 21.4| 155| 179| 182| 165| 26.9
- public sector 5.3 4.8 3.6 2.6 3.9 37 4.5 4.7 6.6 35 4.4 4.3 2.8 4.8
- private sector 6.9 12.4 8.0 9.8 10.2 8.1 9.1 13.3 10.6 9.6 10.9 12.2 12.1 175
- under foreign control 0.9 33 33 3.2 4.1 51 4.8 2.8 4.2 2.4 2.6 17 16 4.6
b) Households - 02| 04| 03| 02| 04| 02| 03| 02| 05| 05| 06| 11| 08| 09
¢) Non-profit organisations 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
d) Extrabudgetary needs of central
and local authorities 0.0 0.0 0.0 0.1 0.0 0.1 0.1 0.2 0.1 0.1 0.3 0.8 0.6 17
e) Other 13 0.2 0.3 0.1 0.1 0.1 0.1 04 0.1 0.0 0.0 0.1 0.0 0.0
2. NEW LOANS BY TERM 146 21.1 155 16.0 18.7 17.2 189 214 221 16.2 18.8| 20.2 179| 295
of which:
a) Short-term loans 12.0 17.0 13.0 12.6 155 14.2 15.7 17.3 15.1 12.8 15.2 15.6 135| 225
b) Medium-term loans 15 2.7 17 2.6 2.2 19 25 3.0 3.6 2.0 25 34 2.8 4.8
c¢) Long-term loans 11 14 0.8 0.8 10 11 0.7 11 34 14 11 12 16 22
3. NEW LOANS BY TERM
(as % of total credit)
New loans in total 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0
of which:
a) Short-term loans 82.2| 806| 839| 787| 829| 826| 831| 80.8| 683| 79.0| 809| 77.2| 754| 763
b) Medium-term loans 10.3 12.8 11.0 16.3 11.8 11.0 13.2 14.0 16.3 12.3 13.3 16.8 15.6 16.3
c) Long-term loans 7.5 6.6 51 5.0 53 6.4 3.7 51| 154 8.6 5.9 5.9 8.9 7.5
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Total Credits

(Sk millions)
End-of-month Slovak Slovak banks with Branch offices Banks

figures banks foreign participation of foreign banks total

1.1.96 226,243.0 33,516.1 28,382.1 288,141.2
01/96 226,669.1 33,074.1 27,589.7 287,332.9
02/96 229,835.3 33,767.9 28,259.3 291,862.5
03/96 233,611.6 35,880.3 27,477.9 296,969.8
04/96 234,557.3 36,445.5 27,077.4 298,080.2
05/96 235,901.8 38,050.7 27,2115 301,164.0
06/96 238,950.4 41,305.4 26,874.1 307,129.9
07/96 242,698.2 41,376.9 26,310.3 310,385.4
08/96 243,947.4 42,537.5 28,349.3 314,834.2
09/96 243,815.4 43,745.1 28,054.8 315,615.3
10/96 247,691.9 46,112.7 28,652.9 322,457.5
11/96 252,629.7 48,351.0 28,685.9 329,666.6
12/96 257,246.9 51,081.6 30,441.8 338,770.3
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Average Lending Rates of Commercial Banks

1993 | 1994 | 1995 1996
12 12 12 1 2 3 4 5 6 7 8 9 10 11 12
1. TOTAL VOLUME OF LOANS ¥ 14.13| 1439 | 14.78| 14.84| 14.43| 14.20| 14.27| 13.95| 13.43| 13.23| 13.25| 13.28| 13.36| 13.42| 13.22

A) Loans by sector
a) Entrepreneurial sector

- Public sector 14.96 | 15.18 | 15.52| 15.04 | 14.64 | 14.22| 14.77| 14.64 | 13.44| 12.81| 12.79| 12.93 | 13.23 | 13.26| 12.95

- Private sector (incl. co-operatives) 14.20| 14.82| 1559 | 15.71| 15.20 | 15.01| 14.87 | 14.41| 14.08| 13.98 | 14.01| 13.99| 13.94| 14.00| 13.86
b) Households 552| 4.29| 506| 567 559| 566| 550| 558| 565| 579| 594| 6.06| 6.35| 6.47| 6.76
B) Loans by term
- Short-term loans 16.29| 16.51| 16.17| 16.27 | 15.45| 14.96 | 14.76 | 14.05| 13.60| 13.66 | 13.76| 13.81| 13.86 | 14.06 | 13.86
- Medium-term loans 16.62 | 17.63| 17.77| 17.73| 17.18| 17.01| 16.76 | 16.46 | 1598 | 15.75| 15.73| 15.67 | 15.60 | 15.51| 15.28
- Long-term loans 11.06 | 11.30 | 12.12| 12.29| 12.18 | 12.14| 1257 | 1253 | 12.01| 11.56| 11.50| 11.50| 11.63| 11.59| 11.35

2. NEW LOANS IN TOTAL 19.09 | 14.04| 13.42| 13.88| 13.54| 12.80| 12.95| 12.58 | 13.23| 13.06 | 13.56 | 13.57 | 14.27 | 1,345

A) Loans by sector
a) Entrepreneurial sector

- Public sector - 19.82 | 14.23| 13.03 | 13.92 | 13.72| 13.29| 13.99| 13.04| 12.99 | 13.01 | 13.14| 12.81| 13.03| 13.46

- Private sector (incl. co-operatives) 19.20 | 14.89| 14.86 | 1494 | 1459 | 14.01 | 13.58 | 12.42 | 13.40 | 13.52 | 13.83 | 13.91 | 14.74 | 14.23
b) Households 18.35| 15.44 | 14.26 | 15.20 | 14.52| 11.56 | 10.83 | 10.66 | 10.54 | 10.57 | 10.57 | 11.18 | 10.39 | 10.44
B) Loans by term
- Short-term loans 19.37 | 13.68| 13.15| 13.31| 13.18| 12.56 | 12.77 | 12.36 | 13.47 | 13.40 | 13.57 | 13.55| 14.46 | 13.52
- Medium-term loans 19.18 | 16.17| 15.25| 16.26 | 15.53| 14.15| 13.80| 13.32| 13.21| 13.89 | 14.25| 13.33| 13.77 | 13.05
- Long-term loans 16.11 | 14.37| 14.03| 1500 | 14.56| 1354 | 13.94| 14.03 | 12.16| 8.72| 11.75| 14.44 | 13.54| 13.68
C) Average rates up to 3% 100| 057| 125| 0.04| 046| 037 009| 006| 019| 183| 19| 221| 167| 2.00

of which:

- Short-term 099 | 052| 100| 0.00| 0.00 0.01 0.01 2.00| 0.00| 202

- Medium-term 0.19| 008| 189 | 028| 0.13| 097| 028| 150| 116| 100| 150| 167 | 141| 165

- Long-term 110| 105| 178| 100| 253| 0.87| 041| 128| 203| 299| 205| 235| 177| 140
D) Average rates above 3% 19.55| 1455| 13.54| 13.96 | 13.70| 12.90| 13.12| 12.90| 13.34| 13.87 | 13.56 | 13.58 | 14.28| 13.94

of which:

- Short-term 19.68 | 14.09 | 13.25| 13.40 | 13.34| 12.63| 12.93| 12.73| 13.63| 13.83| 13.57 | 13.55| 14.46| 14.14

- Medium-term 19.39 | 16.75| 15.33| 16.29 | 15.58 | 14.17 | 13.86 | 13.34 | 13.23| 13.91 | 14.26 | 13.34 | 13.79 | 13.06

- Long-term 18.31| 1599 | 14.68 | 15.03 | 15.07 | 14.28 | 14.87 | 14.29| 12.21| 14.48| 11.84| 14.61| 13.62| 13.88

1/ In 1993 and 1994: interest rate on the total volume of loans including loans at zero interest rate
In 1995 and 1996: interest rate on the total volume of loans excluding loans at zero interest rate
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Average Monthly Lending Rates - Total Credits

Period Discount rate Short-term Medium-term Long-term Total credit
01/96 8.80 13.85 16.16 10.64 12.90
02/96 8.80 13.37 15.47 10.51 12.58
03/96 8.80 12.84 15.33 10.46 12.32
04/96 8.80 12.76 15.09 10.67 12.35
05/96 8.80 11.98 14.81 10.53 11.96
06/96 8.80 11.94 14.27 10.30 11.71
07/96 8.80 11.83 14.15 10.08 11.58
08/96 8.80 12.07 14.03 10.00 11.63
09/96 8.80 12.00 13.87 9.88 11.53
10/96 8.80 12.15 13.64 9.87 11.55
11/96 8.80 12.37 13.59 9.82 11.63
12/96 8.80 11.95 12.99 9.33 11.16

Average Monthly Lending Rates - Public Sector

Period Discount rate Short-term Medium-term Long-term Total credit
01/96 8.80 13.72 15.83 11.17 12.60
02/96 8.80 12.90 15.45 10.96 12.19
03/96 8.80 11.84 15.07 10.72 11.63
04/96 8.80 11.98 14.53 11.55 12.07
05/96 8.80 10.93 14.40 1131 11.60
06/96 8.80 11.33 12.45 10.85 11.17
07/96 8.80 10.86 12.39 10.60 10.88
08/96 8.80 11.21 12.28 10.51 10.93
09/96 8.80 11.04 12.25 10.29 10.75
10/96 8.80 11.54 12.26 10.32 10.94
11/96 8.80 11.66 12.38 10.33 10.99
12/96 8.80 11.01 11.55 9.95 10.49

Average Monthly Lending Rates - Private Sector

Period Discount rate Short-term Medium-term Long-term Total credit
01/96 8.80 14.05 16.16 11.62 13.64
02/96 8.80 13.69 15.26 1151 13.29
03/96 8.80 13.35 15.17 11.57 13.15
04/96 8.80 13.18 15.10 11.30 12.98
05/96 8.80 12.43 14.77 11.18 12.55
06/96 8.80 12.15 1451 11.06 12.34
07/96 8.80 12.02 14.38 10.76 12.20
08/96 8.80 12.28 14.29 10.65 12.24
09/96 8.80 12.22 14.09 10.58 12.16
10/96 8.80 12.21 13.80 10.54 12.08
11/96 8.80 12.38 13.77 10.46 12.14
12/96 8.80 12.03 13.12 9.84 11.64

Average Monthly Lending Rates - Households

Period Discount rate Short-term Medium-term Long-term Total credit
01/96 8.80 12.34 17.15 3.60 5.63
02/96 8.80 14.61 16.12 3.60 5.49
03/96 8.80 15.25 16.44 3.57 5.55
04/96 8.80 16.15 14.91 3.58 5.40
05/96 8.80 15.54 14.64 3.60 5.47
06/96 8.80 15.70 14.28 3.58 5.54
07/96 8.80 15.43 13.75 3.65 5.68
08/96 8.80 14.88 13.43 3.68 5.80
09/96 8.80 15.33 13.12 3.71 5.94
10/96 8.80 14.25 12.84 3.86 6.23
11/96 8.80 14.01 12.47 3.84 6.33
12/96 8.80 13.86 12.57 3.84 6.60
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Development of Deposit Rates and Changes in the Volume of Sk Deposits

1996
1 2 3 4 5 6 7 8 9 10 11 12
Total deposits a 7.52 7.24 6.59 6.49 6.48 6.54 6.58 6.75 6.70 6.70 6.76 6.18
b -5.90 6.10 4.10 -3.00 10.40 1.00 7.80 2.40 -0.60 0.10 9.30 24.80
of which:
Demand deposits a 3.07 3.11 3.13 3.08 3.00 3.06 3.01 2.96 2.97 2.96 2.93 2.87
b -13.40 2.20 2.90 -2.70 3.00 -0.80 5.60 -2.40 2.50 -4.10 5.70 24.60
Time deposits a 10.33 9.49 8.95 8.82 8.78 8.62 8.85 9.05 9.10 9.02 9.09 8.63
b 7.50 4.00 120 -0.30 7.40 0.20 2.20 4.80 -3.10 4.20 3.70 0.20
- at up to 7-day notice a 6.66 7.42 6.92 7.91 8.44 10.63 9.69 9.45 10.22 9.88 9.88 9.51
b -1.70 0.10 -0.70 -0.10 1.10 1.90 -2.70 2.60 -0.90 1.30 120 -4.90
- at up to 1-month notice a 6.34 6.42 6.34 6.09 5.81 6.08 747 8.55 8.64 8.61 8.75 8.87
b 0.10 -0.20 150 -0.50 2.00 -0.30 4.60 0.20 -2.60 1.80 120 1.10
- at up to 3-month notice a 7.36 7.09 6.94 7.06 7.05 6.95 7.56 7.68 7.63 7.90 8.61 8.89
b 2.50 1.10 0.80 0.10 1.00 -1.80 0.60 0.50 -1.30 0.30 1.60 -0.70
- at up to 6-month notice a 8.69 8.69 8.20 8.13 8.09 8.02 7.93 8.20 8.40 8.44 8.40 8.28
b 4.50 0.10 -0.70 0.00 0.00 -0.10 -0.60 2.00 1.70 0.20 -1.00 -3.20
- at up to 9-month notice a 9.36 9.46 9.63 9.26 9.30 9.57 9.55 9.77 9.99 9.93 9.84 10.09
b 0.20 -0.30 0.30 0.00 0.50 0.00 0.30 -0.20 0.00 -0.50 -0.20 -0.70
- at up to 1-year notice a 11.33 10.80 9.41 9.24 9.08 9.08 9.03 9.11 9.07 9.05 9.09 8.91
b 0.30 1.90 0.40 -1.50 1.60 0.00 0.30 0.10 -0.70 0.00 0.40 0.80
- at up to 18-month notice a 12.75 12.30 12.89 12.37 12.67 11.65 10.94 11.03 11.19 10.76 10.48 10.43
b 0.20 0.20 -0.10 -0.20 -0.40 0.20 -1.50 -0.20 -0.10 -0.20 0.00 0.00
- at up to 2-year notice a 12.15 11.27 9.63 9.60 9.61 9.58 9.52 9.53 9.52 9.56 9.54 9.44
b 0.40 0.60 0.00 0.40 0.70 -1.00 0.00 -0.60 0.00 0.20 -0.40 2.90
- at up to 3-year notice a 13.16 13.58 13.32 13.10 13.07 13.07 13.06 13.06 13.02 12.94 12.92 12.88
b 0.20 0.20 0.00 0.60 0.00 0.00 2.10 0.00 -0.10 0.00 0.00 0.00
- at up to 4-year notice a 12.96 13.98 13.91 13.08 13.00 12.80 12.78 12.98 12.98 12.97 12.94 12.92
b -7.20 -0.30 0.00 0.10 0.20 -0.40 -0.60 0.00 0.00 0.10 0.00 0.10
- at up to 5-year notice a 14.74 13.77 13.67 13.76 13.51 13.27 13.28 13.20 13.13 13.09 13.37 13.17
b 6.00 -0.10 -0.80 0.40 0.00 1.40 0.10 0.00 0.10 0.20 0.00 0.70
- at above 5-year notice a 5.28 5.80 5.79 5.72 5.63 5.54 5.51 5.33 531 5.23 5.14 4.85
b 1.70 0.70 0.60 0.40 0.80 0.30 0.10 0.30 0.50 0.50 0.90 4.00

a - Average rate of interest (%)

b - Change in volume (Sk billions)
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Average Monthly Deposit Rates - Total Deposits

Demand and
Period Discount rate Short-term Medium-term Long-term Time Demand short-term Total deposits
01/96 8.80 9.86 12.70 5.47 10.33 3.07 6.71 7.52
02/96 8.80 9.58 11.96 5.80 9.49 311 6.63 7.24
03/96 8.80 8.41 10.75 5.79 8.95 3.13 6.05 6.59
04/96 8.80 8.39 10.54 5.71 8.82 3.08 6.04 6.49
05/96 8.80 8.33 10.42 5.63 8.78 3.00 5.83 6.48
06/96 8.80 8.45 9.86 5.54 8.79 3.06 5.83 6.54
07/96 8.80 8.57 10.62 5.51 8.85 3.01 5.59 6.58
08/96 8.80 8.81 10.65 5.33 9.05 2.96 5.76 6.75
09/96 8.80 8.85 10.64 531 9.10 2.97 571 6.70
10/96 8.80 8.80 10.64 5.23 9.02 2.96 5.79 6.70
11/96 8.80 8.92 10.70 5.14 9.09 2.93 5.79 6.76
12/96 8.80 8.88 10.56 4.85 8.63 2.87 5.40 6.18
Average Monthly Deposit Rates - Public Sector
Demand and
Period Discount rate Short-term Medium-term Long-term Time Demand short-term Total deposits
01/96 8.80 7.64 12.80 8.98 9.45 2.76 5.79 6.19
02/96 8.80 7.97 12.74 9.28 9.75 271 5.80 6.27
03/96 8.80 7.45 12.77 9.25 9.65 2.73 5.61 6.45
04/96 8.80 7.55 12.75 9.19 9.57 271 5.58 6.17
05/96 8.80 7.42 12.18 9.54 9.43 2.49 5.07 6.07
06/96 8.80 7.26 11.78 6.12 9.56 2.69 4.99 5.97
07/96 8.80 7.50 12.50 6.59 9.11 2.57 4.60 5.87
08/96 8.80 8.14 12.50 4.56 9.53 2.61 4.80 6.03
09/96 8.80 8.35 12.37 4.45 9.78 2.56 4.65 5.95
10/96 8.80 8.25 12.44 4.24 9.52 2.57 4.97 6.14
11/96 8.80 9.04 12.37 297 9.88 2.58 5.39 6.33
12/96 8.80 8.52 12.32 3.60 9.43 2.72 4.84 5.67
Average Monthly Deposit Rates - Private Sector
Demand and
Period Discount rate Short-term Medium-term Long-term Time Demand short-term Total deposits
01/96 8.80 9.64 13.10 13.58 9.69 2.59 5.62 6.07
02/96 8.80 9.43 13.04 13.58 10.20 2.58 5.68 6.08
03/96 8.80 8.64 13.61 13.34 10.03 2.64 5.42 6.01
04/96 8.80 8.77 11.61 13.32 9.96 2.55 5.50 5.83
05/96 8.80 8.20 11.28 13.49 9.08 2.46 5.22 5.62
06/96 8.80 8.76 11.28 13.48 9.50 2.50 5.33 5.72
07/96 8.80 8.96 12.58 13.49 9.60 2.49 4.79 5.45
08/96 8.80 9.63 12.90 12.72 10.71 2.32 4.90 5.83
09/96 8.80 9.90 12.96 12.74 10.65 2.34 4.79 5.64
10/96 8.80 9.67 12.66 12.54 10.45 2.35 4.93 5.86
11/96 8.80 9.72 13.48 12.87 10.57 2.33 4.90 6.60
12/96 8.80 10.24 12.84 12.75 10.89 2.32 4.60 5.38
Average Monthly Deposit Rates - Households
Demand and
Period Discount rate Short-term Medium-term Long-term Time Demand short-term Total deposits
01/96 8.80 10.57 12.62 5.03 10.91 3.93 7.82 8.98
02/96 8.80 10.04 11.71 5.37 10.31 4.08 7.59 8.53
03/96 8.80 8.38 10.12 531 8.87 4.09 6.61 7.41
04/96 8.80 8.37 10.09 5.25 8.81 3.90 6.50 7.32
05/96 8.80 8.47 10.01 5.16 8.72 3.87 6.58 7.27
06/96 8.80 8.42 10.12 5.13 8.69 3.87 6.51 7.22
07/96 8.80 8.45 10.07 511 8.66 3.89 6.55 7.49
08/96 8.80 8.47 10.07 5.06 8.65 3.90 6.53 7.47
09/96 8.80 8.45 10.05 5.03 8.63 3.93 6.54 7.45
10/96 8.80 8.46 10.10 4.99 8.63 3.91 6.54 7.46
11/96 8.80 8.43 10.10 491 8.59 3.90 6.51 7.42
12/96 8.80 8.45 10.00 4.65 8.01 3.90 6.54 7.00




Assets of Commercial Banks

(Banks and branches of foreign banks in total) (Sk_millions)
ASSETS 1996
1.1.96 1 2 3 4 5 6 7 8 9 10 11 12

Cash items 8,928.3 7,260.4 7,879.6 7,805.1 8,211.0 8,085.3 8,697.1 8,899.9 8,870.9 8,701.5 8,932.2 8,571.2 12,115.5
Cash in vaults 8,634.3 7,406.8 7,014.6 7,376.5 7,691.1 7,603.8 8,177.3 8,211.5 8,208.0 8,244.3 8,437.1 8,172.0 12,069.8
Gold 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.8
Other cash items 294.0 -146.4 865.0 428.6 519.9 481.5 519.7 688.3 662.8 457.2 495.0 399.2 44.9

Accounts with central banks and postal checking 11,400.3 1,574.4 1,056.8 1,693.2 1,726.4 1,105.7 1,155.5 1,696.1 1,286.5 1,491.9 1,191.6 1,188.4 2,414.9

accounts

Accounts 0¥ monetary reserves with NBS . 12,379.6 14,678.5 23,457.1 14,742.2 22,057.2 17,306.0 19,801.7 22,160.6 33,827.4 33,255.7 32,507.7 30,424.1 28,798.4

Accounts of government bodies, local authorities,

State funds, and funds established by law 4,342.5 3,544.7 3,549.9 3,578.3 3,108.1 3,542.2 3,305.9 3,366.7 3,628.6 3,898.4 4,929.7 5,638.9 7,269.6
Credits to social security funds 46.5 47.1 47.7 57.2 35.0 35.0 31.3 33.0 31.3 324 329 33.2 25.1
Credits to government bodies 1,235.9 673.3 673.0 673.0 673.6 673.0 162.8 108.3 108.3 0.0 7.0 9.1 6.5
Credits to local governmnets 2,095.3 2,059.6 2,064.5 2,083.3 2,034.8 2,098.5 * 2,333.1 2,440.4 2,568.9 2,823.6 3,051.5 3,101.7 2,922.8
Credits to State funds 964.7 764.7 764.7 764.7 364.7 564.7 664.7 670.0 806.2 928.3 1,724.4 2,380.9 4,050.7
Credits to funds established by law 0.0 0.0 0.0 0.0 0.0 171.0 114.0 115.0 114.0 114.0 114.0 114.0 264.5

Accounts of other banks 128,823.9 111,833.8 116,931.0 113,516.9 114,213.7 121,059.4 120,376.1 123,411.5 119,292.1 116,597.0 107,453.3 118,372.2 149,059.9
Current accounts with other banks 9,647.4 8,031.6 6,725.9 4,090.7 4,942.5 4,860.3 3,620.4 4,732.0 4,984.0 5,660.3 5,035.5 4,761.6 7,301.2
Time deposits with other banks 115,364.1 101,571.6 108,082.5 107,111.4 107,305.0 113,908.9 114,222.8 115,098.9 112,598.7 107,602.7 101,146.8 109,932.4 135,657.5
Credits extended 3,450.4 1,868.6 1,760.6 1,952.8 1,574.0 1,898.1 2,532.9 3,580.6 1,628.9 3,255.1 1,190.9 3,599.1 5,047.8
Special mention claims and classified claims 362.0 362.0 362.0 362.0 392.2 392.2 0.0 0.0 80.6 78.9 80.1 79.1 1,053.4

Collateral accepted 226.8 423.8 352.3 378.2 450.3 1,067.0 1,404.4 1,780.3 1,285.1 1,144.0 912.9 1,095.5 1,089.3

State Treasury bills 14,830.0 14,780.0 18,169.0 18,665.0 12,489.0 14,950.0 15,765.0 17,300.0 10,996.0 17,519.0 13,084.0 15,072.0 29,255.0

Short-term NBS bills and other similar securities

issued in Slovakia and abroad 11,040.0 20,075.0 14,349.0 21,241.0 18,762.0 18,088.0 15,357.0 12,951.0 7,175.0 4,462.0 5,915.0 7,037.0 15.0

Credits to customers 274,160.3 277,183.7 280,724.4 286,500.5 290,514.0 292,483.2 296,492.4 300,271.0 303,601.5 301,677.6 308,196.7 312,708.8 314,419.6

Other claims on customers 2,103.9 1,316.2 1,092.4 2,490.4 4,858.8 6,545.0 8,043.0 7,878.7 10,098.9 8,916.0 13,375.4 11,061.9 2,516.9

Current accounts - debit accounts, overdrafts 8,762.8 7,898.0 8,381.3 10,335.6 9,404.5 10,253.9 11,962.1 12,583.6 15,261.1 17,836.6 17,424.1 18,391.7 20,237.4

Inventories 60.8 63.3 68.4 71.9 66.4 68.6 719 63.5 63.2 62.8 72.4 75.9 56.2

Items for collection from correspondents and 469.2 186.0 320.5 197.3 233.2 213.6 255.2 230.1 214.8 214.3 237.3 219.2 771.1

customers

Adjustment and other suspense accounts 13,1845 16,676.1 17,366.2 18,949.8 18,893.0 21,950.4 23,153.1 21,644.9 23,116.8 20,175.7 22,402.6 24,380.8 18,200.7

Transactions in securities 401.1 584.7 1,053.8 564.0 436.1 1,050.0 1,057.0 406.9 400.0 989.1 1,682.8 1,896.7 196.7

Purchased securities in portfolio 70,710.0 70,224.0 66,822.1 69,626.5 70,861.4 71,579.0 74,219.2 76,029.2 83,804.3 83,533.3 84,350.4 84,591.5 83,952.1

Equity participation 3,530.2 3,428.1 3,558.4 3,607.4 3,647.4 3,632.4 3,556.4 3,580.9 3,576.3 3,659.9 3,642.6 3,800.5 3,511.0

Foreign branches, representative offices, and 334.2 335.1 550.5 553.0 553.0 554.5 561.0 569.5 584.5 574.5 578.5 577.0 584.0

other entities

Tangible fixed assets 16,503.7 16,301.5 16,343.3 16,336.8 16,360.6 16,583.2 17,019.1 17,229.3 17,428.4 17,647.0 17,897.7 18,170.3 19,704.5

Acquisition of fixed assets 6,493.4 6,828.5 7,131.0 7,336.0 7,816.0 7,758.8 8,278.9 8,399.0 8,556.8 8,494.0 8,676.9 8,759.9 6,146.4

Shareholders and partners 194.8 188.9 254.5 435.4 339.4 409.4 234.6 233.7 233.7 338.9 695.0 701.4 701.5

Leased tangible fixed assets 47.4 125 48.2 44.1 43.0 42.0 40.7 39.5 38.6 37.8 36.7 35.8 32.1

Intangible fixed assets 667.9 680.0 645.2 640.6 627.5 622.2 595.5 580.8 564.5 578.5 563.4 580.9 2,048.4

Special agenda commissioned 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Unsettled loss from previous years 468.1 369.7 7,948.4 7,953.5 7,977.5 7,989.6 8,023.4 8,023.4 8,023.4 8,011.3 8,011.3 8,002.1 8,115.3

Loss in current period 0.0 824.1 31.3 931.1 901.0 901.3 3,755.8 4,175.1 4,516.5 4,754.1 4,311.1 5,321.8 5,384.9

Loss in the process of approval 7,957.3 7,987.6 439.3 472.0 430.5 418.4 374.5 374.5 374.5 374.5 374.5 374.5 0.0

Total assets 598,021.1 585,258.5 598,524.0 | 608,665.6 614,981.0 628,259.3 643,556.3 653,879.6 666,819.4 664,945.2 667,455.7 687,050.1 716,596.3
of which: in convertible currency 81,632.9 81,173.8 81,393.6 82,868.0 84,232.3 83,403.2 81,493.5 83,531.3 86,509.4 84,536.6 81,004.8 82,562.0 112,171.6

in non-convertible currency 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0




Liabilities of Commercial Banks

ks in total) (Sk millions)
LIABILITIES 1996
1.1.96 1 2 3 4 5 6 7 8 9 10 11 12

Accounts with banks of issue 3,135.1 7,453.7 6,867.6 9,690.4 13,7233 11,767.4 16,060.6 13,423.2 15,741.3 16,538.4 20,940.7 19,039.7 5,184.0

Accounts of banks of issue 35,271.2 35,226.4 34,7105 34,691.8 34,309.0 33,592.7 33,283.2 33,274.6 33,513.9 33,877.4 34,340.3 34,927.3 35,040.3
Redistributional loans 32,107.0 32,107.0 31,866.2 31,866.2 31,866.2 31,866.2 31,566.2 31,488.9 31,388.9 31,388.9 31,388.9 31,388.9 31,088.9
Refinancing loans 1,333.9 1,243.1 964.0 818.8 559.3 3725 363.0 391.1 600.6 868.3 1,246.5 1,548.9 1,602.4
- of which: Lombard loans 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Accounts of government bodies, local authorities,

State funds, and funds established by law in SR 26,531.9 28,165.8 28,9235 28,635.9 29,593.6 32,691.8 31,864.6 35,570.7 35,551.4 35,572.3 36,112.5 35,996.3 34,406.9
Deposits of social security funds 10,288.5 12,619.0 12,7255 12,820.2 12,941.0 15,386.2 14,379.7 16,544.0 17,253.3 16,034.0 16,998.9 17,306.9 15,647.2
Deposits of extrabudgetary funds from 8,562.2 8,248.8 7,615.1 7,663.9 7,721.0 7,895.6 8,421.5 8,605.1 7,858.7 9,198.3 8,232.2 7,649.4 8,657.7
government bodies
Deposits of State funds 468.9 658.2 863.8 575.1 923.7 1,306.1 760.8 1,209.3 1,336.4 787.5 9155 938.3 938.5
Deposits of funds established by law 2,120.2 1,455.9 2,162.9 1,566.1 1,7105 1,898.2 2,005.2 3,112.8 2,923.9 3,478.2 3,823.5 4,026.5 3,089.8
Deposits of budgetary resources 1,096.5 1,251.7 1,274.5 1,479.8 1,454.7 1,3235 1,322.0 1,196.4 1,260.9 1,202.2 1,141.5 1,211.2 1,209.4
Deposits of local governments 3,995.6 3,932.2 4,281.7 4,530.8 4,842.5 4,882.1 4,975.3 4,903.2 4,918.3 4,872.0 5,001.0 4,864.0 4,864.3

Accounts of other banks 108,450.6 93,827.7 98,119.1 102,176.3 105,736.1 111,740.0 116,007.3 122,688.2 123,387.5 121,867.0 115,202.4 122,543.3 139,797.7
Current accounts with other banks 310.5 480.2 430.1 383.6 764.6 554.4 714.1 2235 702.9 809.9 1,149.5 518.5 1,684.7
Current accounts of other banks 5,609.6 4,541.5 3,380.7 2,958.9 3,294.8 3,459.8 3,548.4 3,549.6 4,544.8 4,795.4 3,324.8 3,200.0 4,071.1
Credits received 18,642.1 20,578.9 18,665.4 18,635.9 19,615.3 19,098.0 18,680.0 19,984.8 20,148.0 19,313.4 18,163.4 18,531.6 32,491.2
Time deposits of other banks 83,888.4 68,227.1 75,642.8 80,197.9 82,061.3 88,627.9 93,064.8 98,930.4 97,991.8 96,948.3 92,564.8 100,293.2 101,550.7

Items pledged as collateral 110.8 118.1 1159 118.4 115.9 117.2 254.5 228.5 180.9 119.2 67.9 64.9 0.0

Deposits from customers 318,442.3 310,303.5 315,228.5 319,565.0 314,863.4 321,584.4 323,312.8 326,889.8 330,345.0 328,662.7 329,301.2 338,821.6 367,185.4
Current accounts in credit, overdrafts 95,153.4 83,091.7 85,027.2 88,044.0 83,493.3 85,596.2 87,172.7 87,434.7 88,429.9 91,052.2 87,318.1 91,998.9 109,264.3
Time deposits from customers 66,659.8 66,934.3 67,410.6 67,905.2 66,924.1 70,230.9 68,744.7 71,292.3 72,618.3 68,192.9 71,554.9 75,144.5 72,940.3
Savings deposits 156,629.1 160,277.5 162,790.6 163,615.8 164,445.9 165,757.4 167,395.5 168,162.7 169,296.8 169,417.6 170,428.1 171,678.1 184,980.9

Savings giro accounts 5,910.4 6,308.2 6,501.5 6,514.5 6,755.7 6,918.5 7,292.4 7,498.4 7,705.6 7,590.9 75715 7,803.8 8,193.8
Demand savings deposits 29,301.4 29,847.4 30,205.0 30,271.3 30,541.6 30,612.0 30,796.1 30,977.7 31,116.1 31,039.4 31,075.1 31,2425 32,274.4
Other short-term savings deposits 56,164.4 57,647.9 58,502.1 58,735.6 58,678.6 59,009.8 58,817.4 59,629.9 59,986.1 59,978.4 60,545.3 60,607.0 64,625.2
Medium-term savings deposits 51,056.3 51,695.0 52,177.3 52,2245 52,152.2 52,156.0 53,096.7 52,495.9 52,473.9 52,419.8 52,394.0 52,278.1 56,075.0
Long-term savings deposits 14,196.5 14,778.9 15,404.8 15,869.9 16,317.8 17,061.0 17,392.9 17,560.8 18,015.1 18,389.1 18,842.3 19,746.8 23,812.4

Other liabilities to customers 6,833.9 7,851.1 10,052.1 8,080.6 8,774.4 7,742.2 8,306.8 7,120.6 8,656.9 9,507.4 9,962.1 9,076.3 10,803.9

Bills of exchange issued 280.0 338.1 355.9 345.9 329.1 331.1 391.6 3313 335.3 385.3 380.9 407.4 556.2

Certificates of deposits and Treasury bills 4,953.7 5,601.0 6,137.0 6,090.9 6,027.2 5,930.3 5,973.0 5,839.8 5777.4 5,814.7 5,859.4 5,839.3 5,906.0

Earmarked deposits 833.6 815.2 810.0 826.9 1,005.9 1,145.6 777.6 1,496.7 1,636.9 1,637.8 1,504.6 1,473.0 1,298.0

Accounts of correspondents and customers
credited after collection 156.7 239.7 305.5 154.1 167.0 180.8 196.5 179.3 179.4 192.0 206.5 204.3 204.3
Adjustment and other suspense accounts 18,206.5 18,686.3 18,631.6 18,878.5 20,933.0 21,769.8 23,902.4 22,975.4 26,172.0 23,567.1 25,319.3 28,604.2 17,510.8

Transactions in securities 186.3 75.2 270.1 340.1 199.6 503.0 822.7 407.8 483.3 372.4 378.2 410.6 247.4

Liabilities from unpaid securities 114.3 114.4 108.4 108.4 62.4 62.4 92.7 38.7 38.7 38.7 37.7 434 15.2

Subsidies and funds of similar nature 3,230.9 3,2135 3,211.3 3,660.6 3,638.3 3,623.0 3,614.6 3,610.4 3,547.2 3,543.1 3,5632.6 3,5624.7 3,528.3

Bod issues 4,242.7 4,242.7 5,242.7 5,242.7 5,150.0 5,150.0 7,350.0 7,350.0 8,450.0 9,450.0 9,450.0 9,450.0 11,950.0

Long-term borrowings of special nature 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 200.0 200.0 200.0 6,437.2

Reserves 24,382.7 24,289.0 24,356.1 24,777.4 24,895.5 25,310.6 25,113.1 25,158.3 25,194.5 25,459.4 25,589.0 25,707.2 27,046.0

Fonds created from net profits 12,307.0 12,294.6 12,299.1 12,279.7 12,274.8 12,559.1 13,310.3 13,285.7 13,319.3 13,327.6 13,325.9 13,311.9 13,003.9

Registered capital 20,283.5 20,283.7 20,378.6 20,768.6 20,828.3 20,928.3 21,635.5 22,334.0 22,336.8 22,8445 23,449.4 23,698.9 23,468.8

Long-term liabilities of foreign banks' branches 3,752.9 3,788.9 3,801.7 3,655.8 3,745.9 3,876.1 4,905.3 5,432.8 5,492.1 5,445.2 5,372.2 6,414.3 6,571.4

to head offices

Share premium funds 831.0 831.0 831.0 831.7 843.7 843.7 845.4 845.4 845.4 847.5 848.2 878.1 874.2

Other capital funds 789.0 798.1 789.0 789.0 799.5 799.5 799.5 799.8 799.8 800.0 800.0 800.4 1,087.4

Gains and losses from valuation of property shares 57.2 57.2 57.2 57.2 58.4 58.4 58.4 58.4 58.4 128.4 128.4 128.4 127.3

Own shares issued to decrease share capital 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Gains and losses from revaluation of share capital 0.0 10.6 4.8 104 18.2 23.7 217 10.3 31.2 249 27.8 31.6 47.3

in foreign currency

Retained earnings from previous years 793.4 810.5 793.4 793.4 792.1 1,313.0 1,845.1 1,622.6 1,622.6 1,722.6 1,722.6 1,721.6 1,710.6

Profit earned in current period 0.0 860.1 1,531.1 2,339.7 2,732.0 2,952.1 2,648.4 2,745.1 3,000.6 2,995.0 3,391.1 3,731.3 2,587.8

Profit in process of approval 3,844.0 4,962.6 4,592.5 3,756.3 3,364.2 1,663.1 162.7 162.0 121.4 4.6 4.6 0.1 0.0

Total liabilities 598,021.1 585,258.5 598,524.0 608,665.6 614,981.0 628,259.3 643,556.3 653,879.6 666,819.4 664,945.2 667,455.7 687,050.1 716,596.3

of which: in convertible currency 78,821.0 79,178.9 79,033.0 79,220.5 78,910.1 78,612.4 79,608.8 82,318.8 87,984.0 86,865.6 85,970.6 88,072.7 118,064.0

in non-convertible currency 54 55 54 55 5.6 5.6 5.6 55 5.6 5.6 5.6 5.7 5.8




Foreign Exchange Assets and Liabilities of the Banking Sector vis-a-vis Foreign Countries

(in convertible currency)

US$ thousands)

End-of-month

Foreign exchange assets

Foreign exchange liabilities

Foreign exchange position

figures Total Short-term Medium- and Total Short-term Medium- and Total Short-term Medium- and
long-term long-term long-term
01/96 1,610,673 1,608,719 1,954 1,007,203 462,959 544,243 603,470 1,145,760 -542,289
02/96 1,601,936 1,599,942 1,994 974,317 417,855 556,462 627,619 1,182,087 -554,468
03/96 1,491,330 1,489,355 1,975 1,031,257 509,872 521,386 460,073 979,484 -519,411
04/96 1,422,661 1,420,669 1,991 1,032,219 538,246 493,974 390,441 882,424 -491,982
05/96 1,421,589 1,398,589 23,000 1,016,249 484,913 531,337 405,339 913,676 -508,337
06/96 1,277,519 1,262,512 15,007 1,072,227 523,878 548,349 205,291 738,634 -533,342
07/96 1,292,480 1,237,689 54,791 1,151,325 571,173 580,152 141,155 666,515 -525,360
08/96 1,286,514 1,231,740 54,774 1,252,817 672,712 580,105 33,698 559,028 -525,330
09/96 1,200,705 1,142,508 58,196 1,229,330 685,565 543,765 -28,625 456,944 -485,569
10/96 1,106,357 1,046,817 59,539 1,188,442 642,528 545,914 -82,086 404,289 -486,375
11/96 1,187,115 1,130,529 56,586 1,282,516 755,983 526,533 -95,401 374,546 -469,947
12/96 2,409,630 2,212,239 197,391 2,177,800 1,413,735 764,065 231,830 798,504 -566,674
Foreign Exchange Position of the Banking Sector vis-a-vis Foreign Countries
(in_convertible currency) (Sk thousands)

End-of-month Total Short-term Medium- and long-term

figures FX position Assets Liabilities FX position Assets Liabilities FX position Assets Liabilities

01/96 18,223,600 48,639,113 30,415,513 34,599,646 48,580,095 13,980,449 -16,376,046 59,018 16,435,064
02/96 18,738,192 47,827,398 29,089,206 35,292,389 47,767,878 12,475,489 -16,554,197 59,520 16,613,717
03/96 13,886,836 45,014,301 31,127,465 29,564,733 44,954,698 15,389,965 -15,677,897 59,603 15,737,500
04/96 11,966,639 43,603,132 31,636,493 27,045,404 43,542,095 16,496,691 -15,078,765 61,037 15,139,802
05/96 12,554,980 44,032,291 31,477,311 28,300,199 43,319,888 15,019,689 -15,745,219 712,403 16,457,622
06/96 6,365,472 39,612,026 33,246,554 22,902,820 39,146,713 16,243,893 -16,537,348 465,313 17,002,661
07/96 4,269,790 39,096,220 34,826,430 20,161,419 37,438,843 17,277,424 -15,891,629 1,657,377 17,549,006
08/96 1,031,653 39,386,637 38,354,984 17,114,638 37,709,720 20,595,082 -16,082,985 1,676,917 17,759,902
09/96 -886,229 37,173,821 38,060,050 14,146,983 35,372,061 21,225,078 -15,033,212 1,801,760 16,834,972
10/96 -2,555,240 34,439,783 36,995,023 12,585,122 32,586,379 20,001,257 -15,140,362 1,853,404 16,993,766
11/96 -2,977,370 37,048,669 40,026,039 11,689,206 35,282,684 23,593,478 -14,666,576 1,765,985 16,432,561
12/96 7,394,202 76,855,136 69,460,934 25,468,272 70,559,352 45,091,080 -18,074,070 6,295,784 24,369,854
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Capital Market

(Sk millions, pcs)

Bratislava Stock Exchange 1993 1994 1995 1996
(BCPB) 1-12 1-12 1-12 1 2 3 4 5 6 7 8 9 10 11 12 1-12
A. VOLUME OF TRANSACTIONS
1. Volume of transactions - total 166.3| 62,383.5| 40,068.7| 7,706.6| 9311.8| 67187 9,8984| 8376.8| 79363 110829| 99814 92521| 109320 8,784.8| 14,1345| 114,116.3
of which:
a/ Trading on the BCPB floor 37.9 829.4 470.8 6155| 1,288.1|  1,200.4 7653|  1,044.7 991.6| 1,6435| 1,737.1| 2,2359| 11966 14459 16505| 15824.1
b/ Direct transactions 1284| 54541| 39,597.9 7,001.1| 80237 5509.3| 9,133.1| 7,3321| 69447 9439.4| 82443 7,0162| 9,735.4 7,338.9| 12,484.0| 98,2922
2. Number of securities sold (pcs) 115,863 | 8,598,516 |45,158,670| 11,357,723| 13,830,222| 10,345370| 10,540,411 | 11,011,528 | 7,354,092 9,536,691| 8,484,321 10,321,890| 10,506,962| 9,413,708| 18,532,465 |131,235,383
B. STRUCTURE OF TRANSACTIONS
Volume of transactions - total 166.3| 6,2835| 40,068.7| 7,706.6| 9,311.8| 6,718.7| 98984 83768| 79363| 11,0829| 99814 92521| 109320| 8,784.8| 14,1345 114,116.3
of which:
a/ Listed securities 95.7| 4,654.4| 23,554.7 4,051.6 5,476.2 2,879.0 4,505.2 2,930.1 3,161.7 5,150.9 6,924.4 5,751.4 4,914.3 3,975.7 7,982.3| 57,702.8
- shares 187| 3,838.7| 11,487.3 30252| 3,907.9 2,585.1|  3,091.0 1,888.8 1,711.9| 3,879.6| 4,825.4 3,650.3 3501.0| 2,306.3 5865.9| 40,238.4
- bonds 77.0 815.7 | 12,067.4 1,026.4 1,568.3 293.9 1,414.2 1,041.3 1,4498 1,2713|  2,099.0 2,101.1 1,413.3 1,669.4| 21164 17,464.4
b/ Unlisted securities 70.7| 1,629.1| 16,514.0 3,655.0 3,835.6 3,839.7 5,393.2 5,446.7 4,774.6 5,932.0 3,057.0 3,500.7 6,017.7 4,809.1 6,152.2| 56,413.5
- shares 70.7| 15896| 13,243.4| 2,7753| 37335 3074.9| 44942| 42187| 40275 41041| 21418 27285| 41276 2,836.3| 4,629.2| 42,8916
- bonds 0.0 395| 32706 879.7 102.1 764.8 899.0 1228.0 747.1 1,827.9 915.2 772.2 1,890.1 1,972.8 15230| 135219
(Sk_millions)
RM - System Slovakia 1993 1994 1995 1996
Bratislava 1-12 1-12 1-12 1 2 3 4 5 6 7 8 9 10 1 12 1-12
Volume of transactions - total 43.3| 1970.3| 180517 9121| 15530 2057.9| 1,907.7| 19270 27353| 33882| 1817.8| 22400 2300.1| 24269| 32847 265507
of which:
a/ periodic auctions 43.3 15817 100.0 B | B _ _ _ _
b/ regular auctions 0.0 388.6| 17,9517 912.1 1553.0| 2,057.9 1,907.7 1,9270| 2,735.3| 33882 1,817.8 2,240.0 2,300.1 2,426.9 32847 | 26,550.7




Publications of the National Bank of Slovakia

Regularpublications

Menovy prehl'ad / Monetary Survey (monthly bulletin)
VyroCna sprava / Annual Report

BIATEC - Banking Journal (monthly, with selected articles in English)

Otherpublications

- Laws and decrees:
National Bank of Slovakia Act
Accountancy Act
Devizovy zakon / Foreign Exchange Act
Zakon o bankach / Banking Act
Zakon o ochrane vkladov / Act on Protection of Bank Deposits

- Working papers of the Institute of Monetary and Financial Studies of the NBS:

Money Supply in the Slovak Republic
Hypotekarne nastroje

Mortgage Instruments

Zahrani¢ny kapital v ekonomike Slovenska
Foreign Capital in the Economy of Slovakia

- Information on Slovak banknotes, coins, and commemorative coins
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Organization of NBS as at 31 December 1996

Governor

Viadimir Masdr

Yice-Governor

i dozef Mudrik __Maridn Jusko____|
General
Secretariat
lveta Lukadcéikovg
Audit Foreign
Department Department
Ctto Trendiansky Stefan Paviik
i | [ I | I . |
Executive Banking Currency Premises Monetary Trade and Foreign Research Information
Division Supervision Division Division Division Division Exchange Division Division Systems Division
IMFS
Stefan Krilik Tibor Kaliak Jdn Mathes Pavol Hronec Elena Kohutikovd Karol Mrva Jozef Makiich Anna Pastuchovd
Personnel Licensing Currency Issuing Budget and Monetary Policy Banking Transactions National Economy Accounting
Department Department Department Property Admin, Department Department and Manetary Studies Methodology
Department Department Department
Dusan Holaza Wadimir Hromy ‘Vladimir Butfn Jin Kovadik Juraj Janosik Marign Nemec Mileng Korefiovd
Legislative and OMf-Site Supervision Currency Circulation Technical Services Financial Statistics Treasury Department of Accounting
Legal Department Department Department Department Department Department Bank and Financial Operations
Products Department
Pavol Boroi Frantifek Kobyda Rudolf Spalek Viliam Polakovid Gregor Bajtay FrantiSek Szulényi Viktoria Mickovd Marta Bedngrikovad
Public Relations On-Site Supervision Banking Security Foreign Exchange Payments System
Department Department Department Department Department
Monika Siegelovd Stefan Galbdé Dudan Bartod Mirgslav Stavina Peter Holicka

Department 07

Stanisiav Masar

Protocot
Department

Eva Karasovd

Special organizational unit

Institute of Banking
Education

Dusan Garay

Branch Office
Bratisiava

Elena Stodelova

Branch Office

Banski Bystrica
Jozef Kreutz
Special organizaticnat unit
Museum of Coins Branch Office
and Medals KoSice
Kremnica

Marianng Novotna Fedor Michalisin

Inform, Systems
and Automation
Department
Lubomir Balla

Computing
Center

Pavol Krilik
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