Comments on Quarterly Financial Accounts
for 4Q 2008



The ESA95 system distinguishes the following institutional sectors and sub-sectors:

Non-financial corporations S.11
Financial corporations S.12
The Central Bank S.121
Other monetary financial institutions S.122n(eoercial banks and money market mutual funds)
Other financial intermediaries S.123 (other mbfunds, leasing, factoring, and hire purchase)
Financial auxiliaries S.124 (DSS, ®MMCP, BCP, CD, SP’F)
Insurance corporations and pension funds S.125
General government S.13
Central government S.1311
Regional government S.1312
Local government S.1313
Social security funds S.1314
Households S.14
Non-profit institutions serving
households (NPISH) 155.
Foreign countries (non-residents) S.2
European Union (EU) S.21
EU Member States S.211
European Monetary Union Member States
(EMU) and EU institutions S.212

Rest of the World and international organizations S.22

The ESA95 system distinguishes the following financial instruments:

Monetary gold and special drawing rights (AFF.1
Monetary gold (AF.11
Special drawing rights (SDRs) (AF.12

Currency and deposits (AF.2
Currency (A)F.21
Transferable deposits (A)F.22
Other deposits (AF.29

Securities other than shares (AF.3
Securities other than shares and
financial derivatives (AF.33

Short-term (AF.331
Long-term (A)F.332
Financial derivatives (AF.34

Loans (AF.4
Short-term (A)F.41
Long-term (A)F.42

Shares and other equity (AF.5
Shares and other equity, excluding mutual
funds shares A)F.51

Quoted shares (A)F.511
Unquoted shares (A)F.512
Other equity A)F.513
Mutual funds shares (A)F.52
Insurance technical reserves (A)F.6
Net equity of households in life
insurance and pension funds reserves (A)F.61
Net equity of households in life
insurance reserves (AF.611
Net equity of households in pension
funds reserves (A)F.612
Prepayments of insurance premiums and res@ves
outstanding claims A)F.62
Other accounts receivable and payable (AF.7
Trade credits and advances (AF.71
Other (AF.79

Y pPMC - pension management companies, SPC — supplesng@®iasion companies, SD — security dealers, SEoeks
exchange, CD — central depository, MFMC — mutual fonmhagement companies
2 Stocks and transactions have the AF code and toel€, respectively



Quarterly Financial Accounts in 4Q 2008

Overall development

Transactions

In the 4Q 2008, the net debtor position of thearati economy increased and, at the same
time, there was an increase in the net creditoitipnsof the foreign countries secfpmith

net borrowing$ amounting to SKK 58.8 bn (EUR 1.95 bn). The givenfavourable
development resulted from a reduction in finan@sasets on the one hand, and from the
growth of financial liabilities on the other handls regards institutional sectdrginancial
transactions in the non-financial institutions se¢5.11) contributed to the above-mentioned
development most significantly, when the differeroetween the positive and negative
transactions was SKK -73.7 bn (EUR -2.45 bn). Q= ¢bntrary, the best result in the 4Q
2008 was obtained by the general government sé8tdB) whose debtor position decreased
by SKK 37.7 bn (EUR 1.25 bn).
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% The total of the financial assets and liabiliti#ghe national economy (S.1) and foreign count(®&) sectors
must equal 0, that is, if the national economyteintedness has decreased (or the creditor pokiismisen),
the creditor position of the foreign countries laasomatically decreased (or the indebtness has)rigs-a-vis
the national economy. The given relation is onlplegable if we disregard the development in theaficial
instrument “Monetary gold and SDRs — AF.1”, whidstbeen the only instrument reported on the asiktof
the national economy only. The distinction betwdenmovement in the indebtedness and the movemehei
creditor position depends on the total volume df eguity, i.e. on the development in the stockaafounts
receivables and payables

* Net lending represents the negative differencevésen the financial assets and the financial liaedi If the
difference is positive, we talk about net borrovengn the case of data concerning stocks, the rdiffe
between the financial assets and liabilities israef as net financial assets (or net financial tggjuwhich can be
either positive or negative

® A more detailed classification of institutionatsars with assigned codes in compliance with tistesy of
national accounts ESA95 is given on page 2



Graph 2

Financial transactions in institutional sectord@08 (in bn Sk)
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The financial transactions made in the 4Q 2008 rdmrted to an increase in the overall
indebtedness of the national economy, with its n@uamounting to SKK 983.2 bn (EUR
32.64 bn) at the end of the quarter. The non-firdnnostitutions sector continue to be the
most indebted sector with net debt of SKK 1 3509BUR 45.14 bn). Besides corporations,
the indebted sectors also include the general gaovent sector (in an amount of SKK 195.4
bn = EUR 6.49 bn) and the financial institutionstee with its indebtedness of SKK 40.9 bn
(EUR 1.36 bn). The largest net financial assethtiwithe national economy are available in
the households (SKK 613 bn = EUR 20.35 bn). Theifpr countries sector has recorded the
net creditor position for a long time; it was SK0@5.1 b (EUR 33.36 bn) as at the end of
4Q 2008.

® The difference between the net financial debhefriational economy (SKK 983.2 bn = EUR 32.64 lm) the
net creditor position of the foreign countries (SKK05.1 bn = EUR 33.36 bn) is represented by thretary
gold and SDRs amounting to SKK 21.9 bn (EUR 726r@%



Graph 3

Net financial assets at the end of 4Q08 (in bn Sk)
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Graph 4

Balance sheet of financial assets and liabilitteshe end o
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Quarterly financial accounts by individual institutal sectors

S.11 Non-financial institutions

Transactions



The unfavourable development in the increase ohtirefinancial institutions’ indebtedness
resulted, in particular, from a decline of finan@asets being ahead of the decline of financial
liabilities, when trade credits and advances plaggotedominant role on both sides of the
balance. The said development can be explained Bigraficant limitation of business
relations among companies as the effect of the riegative results of the global economic
crisis in Slovakia. Short-term loans, the currefejthdrawal from circulation prior to the
euro introduction) and other deposits also conteduto the reduction of assets. On the
liabilities side, corporations also decreased thabilities resulting from the issue of long-

term and short-term debt securities.
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In terms of the sectoral breakdown, the declinbusiness relations (both active and passive)
appeared mainly among non-financial corporatiorth@&r mutual relations, and also between
corporations and central government entities, atdiden corporations and foreign entities.
The general government and the foreign countriesose contributed considerably to the
growth of liabilities as well (and thus to a sloweduction of total liabilities in comparison
with a reduction of assets) of the local corporaiaesulting from the issue of equity

securities.
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The main finance sources of the non-financial capons have included the shares, financial
loans, and trade credits for a long time. The capons use the given sources for

investments, in particular in other accounts resigie, shares, and deposits.

Graph 8

Financial assets and liabilties of non-financi@imorations at the end
4Q08 (in bn Sk)
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The current stocks of the issued equity securiifethe non-financial corporations are held,

within the national economy, especially in the riimncial corporations sector (37.3%) and



by the central government entities (17.8%). NedB%o of the local corporations’ shares are
held by foreign entities. Within the loan financio§ corporations, loans from the Slovak
banks and leasing and factoring corporations addour®0.7%:; loans from foreign countries
account for almost 33%. The main debtors of thall@orporations in individual financial
instruments are entities from the non-financialpooations sectors (57%), other monetary
financial institutions (21.1%) and foreign counsrid4.6%).
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S.12 Financial institutions

Transactions

Similarly to the non-financial corporations, alé@ tsector S.12 financial institutions recorded
net borrowings in the 4Q 2008. The given develogmesulted mainly from the declining
creditor position of subsector S.122 other monetizgncial institutions and from the rising
indebtedness of subsector S.124 financial awelariOn the contrary, the Central Bank

(S.121) decreased its debtor position.
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Graph 12

Financial transactions of financial corporationd @08 (in bt
Sk)
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O Financial asset@ Financial liabilities

Financial transactions in other financial instibms had the most significant impact on
development in the financial sector. A considerabégease of liabilities in comparison with
the increase of assets was recorded. On the asgktmbilities side, in relation to withdrawal
of the currency from circulation prior to the etntroduction, transferable and other deposits
increased most. In addition to this, on the actide there was an increase in the amount of
lending. In terms of the sectoral breakdown, th@kbaaccepted deposits mainly from
households, non-financial corporations and foreigtities. Time frame of the given deposits
differed among the above sectors, as corporatiodgaeign entities deposited free resources



for a short period, whereas households preferredj-term deposits. Commercial banks

deposited a large portion of such obtained findmesources in the Central Bank.

Besides Other monetary financial institutions, adstities of the subsector S.124 Financial
auxiliaries contributed to negative financial tracisons. The said entities increased their
overall indebtedness mainly as a result of a dechrthe financial assets, when they recorded
deposits with banks and other receivables to thatr@eBank lower than in the preceding

quarter.

Positive financial transactions and thus a decraafige overall debtor position was recorded
by the Central Bank, as on the assets side thegased the holdings of foreign securities,
and on the liabilities side, the volume of issuestusities against commercial banks

decreased.

An increase in its creditor position was obtaingdemtities of the subsector S.123 Other
financial intermediaries (leasing, factoring, andehpurchase corporations, and long-term
open-end mutual fundsand Insurance corporations and pension funds k&gdactor of the

above favourable development in the case of Othan€ial intermediaries was a decline in
liabilities to households resulting from the issfemutual fund units. Insurance and pension
management companies improved their overall baléwycadding government bonds in the

portfolio of debt securities and by the reductidother liabilities to commercial banks.
Socks

Primarily the Central Bank's position and partialy position of the subsector S.124
Financial auxiliaries contribute to the overall élbledness of the financial sector. The net
creditor position was maintained by subsectors S Qfher monetary financial institutions,
S.123 Other financial intermediaries and S.125rkrste corporations and pension funds.

" According to the money and banking statistics metiogy, mutual funds are broken down into the nyone
market mutual funds (short-term) which are includedhe sector S.122 Other monetary financial fnstns,
and into the mutual funds other than money market$ (long-term) which are included in the sectdr23
Other financial intermediaries
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Financial assets and liabilties of financial cogions at the er
of 4Q08 (in bn Sk)
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‘ @ Financial asset@ Financial Iiabilities‘

Following their primary mission — to receive dep®sand extend loans - other monetary
financial institutions invest most of their moneylong-term loans. In addition, a significant
portion of the available sources is deposited WithNBS in the form of repo transactions and
government bonds, respectively. Deposits play a@renant role on the liabilities side
(nearly 83% of all liabilities). In terms of thecteral breakdown, the most important clients
of the banks, on the assets side, besides finaimsigutions themselves are also households
and non-financial corporations. On the liabilitisgle, the most important clients are
predominantly households, foreign entities and fieaAcial corporations. The general
government sector is mainly represented in theitgndperations of the banks relating to

11



government bonds. The foreign countries sector malse especially of the possibility of
opening time accounts with banks, while its shar¢his financial instrument accounts for

approximately 30%.

The structure of the invested financial instrumeand sectors is based on the main function
of the sector S.123 Other financial intermediariesnplies that it is focused on the extension
of loans to non-financial corporations and housagfiobnd a part of the resources is also
invested in the government bonds. The main souragecome is, in particular, the loans from

local and foreign banks and mutual fund units arahs.

The sector S.124 Financial auxiliaries has the &wapact within the financial institutions in
terms of the managed assets and liabilities. Thierihaof its available financial resources
received from local banks in the form of loans &odn foreign holders of shares is invested

in deposits and equity securities.

On the contrary, the impact of the sector S.12%urbnsce corporations and pension and
supplementary pension funds on the financial mankstbecome stronger and stronger. The
main creditor of the given sector is the househdidd invest in life insurance and in the
second and third pension pillars. The money thigined are invested in national and foreign
debt and equity securities and mutual funds armalialgdeposits with local banks.

S.13 General government

Transactions

Positive financial transactions in the sector S5EBeral government dampened an increase in
the overall indebtedness of the national economithiw particular subsectors, decreasing
indebtedness of the subsector S.1311 Central gaonariy and the increasing creditor position
of the subsectors S.1313 Local government and 8.$8tial security funds contributed most

markedly to the above development.

12



Graph 15
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The main reason for positive transactions in thatraé government subsector was
a considerable decline in other liabilities (taxescial allowances, etc.) to households and
non-financial corporations and also of trade ceedid corporations. Like the central
government, the local government reached a moneifisignt decline in the liabilities in
comparison to the decrease in the assets, anddradiés to corporations and other liabilities
to households decreased most. The subsector SSI&44l security funds recorded relatively

the lowest net lending, and thus an increase icré@sit position.

Socks

The overall debtor position of the general govemimsector is affected mainly by
developments in the central government subsectoe. dkher two subsectors of the General
government, S.1313 Local government and S.1314aBEaseicurity funds recorded the net

creditor position.
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Graph 16

Financial assets and liabilties of general goveminat the end

4Q08 (in bn Sk)
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‘ O Financial asset@ Financial Iiabilities‘

The major financial asset of the central governnesities is the shares issued by the local
non-financial corporations. The government entitiase approximately 21% of their assets
deposited with the banks in the form of time defgosind 14.3% are invested by the
government in long-term loans. The central govemtratocates the majority of the liabilities

to the long-term debt securities, of which onedlérheld by foreign owners.

S.14, 15 Households and NPISH

Transactions

In the 4Q 2008, the households and NPISH sectaedsed its overall creditor position as a
result of a decline of the financial assets anddtevth of financial liabilities. There was

a reduction of the assets, in particular, of owounts receivable, and on the liabilities side,

long-term borrowings increased.

14



Graph 17

Financial assets and liabilties of households MR#SH in
4Q08 (in bn Sk)
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The nature of the financial transactions is alsticative of the sectoral breakdown of the
households and NPISH relationships. The largesestia the assets and liabilities sides had
transactions with general government entities ¢ af other accounts receivable), banks and
other financial intermediaries. In passive operajcommercial banks and the central

government played the key role.
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Socks

The households and NPISH sector is characterizéigeasnly one in the Slovak economy by
the net creditor position. Almost two thirds of dable sources are kept in the form of
deposits, and another part (approx. 17%) is indeistehe pension system and life insurance.
A relatively significant share is represented byestments in mutual funds. Nearly 90% of all
liabilities consist of the borrowings, especialliytbe long-term ones. The remaining portion
of the accounts payables comprises other accoantbfes, of which the payables due to the

central government (taxes, levies and social alfm&a) account for the major share.

Graph 20

Financial assets and liabilties of households MRUSH at the
end of 4Q08 (in bn Sk)
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The sectoral breakdown of the financial receivalaled payables has a structure similar to
that of the transactions. The most important pamhéhe households and NPISH is the sector
S.121 and S.122 Monetary financial institutionsjgmificant share has recently started to be
held by the sector S.125 Insurance corporations arsgion and supplementary pension
funds.
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S.2 Foreign countries

Transactions

The overall increase in the creditor position af threign countries sector in respect of the
national sectors resulted from an increase in fseta and also in a decline in the liabilities.
Deposits with local financial institutions, equitgecurities issued by non-financial
corporations and other funds with banks (equityariicing) contributed primarily to the
positive operations. A decline in the volume oflzacredits to local non-financial institutions
was a dampening factor for an increase in the siséstregards the liabilities side, there was
reported mainly a decline in trade credits frompooations, other deposits from the Central

Bank and financial loans from commercial banks.

Socks

The foreign countries sector is the net creditoréaspect of the Slovak economy, while
approximately 35% of all assets are representedshmres of the local non-financial
corporations and a further 16% consist of loansaw-financial corporations. Deposits made
with the Slovak banks and debt securities issuethbycentral government are an important
asset of the foreign countries sector. The mosbmapt payables of the foreign countries due
to the national economy (about 57%) are the debargees, mainly in the hands of the
financial institutions, and the trade credits (abdiy%) received from non-financial

corporations.
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