Comments on Quarterly Financial Accounts
for 2Q 2009



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 (PMC, SBO, SE, CD, MFM@
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 (A)F.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 2Q 2009

Overall development

Transactions

In the 2Q 2009, the net debtor position of thearati economy dropped, and thus there was a
decrease in the net creditor position of the fare@untries sectdr with net lending
amounting to EUR 1.1 bn. The given favourable dgwelent resulted from a more
significant growth of financial assets in companisath the growth of financial liabilities. As
regards institutional sectdrsfinancial transactions in the non-financial insibns sector
(S.11) contributed to the above-mentioned developmmost significantly, when the
difference between the deposit taking and lendiag BUR 3.9 bn. On the contrary, the worst
result in the 2Q 2009 was obtained by the centmakgiment sector (S.1311), whose debtor
position increased by EUR 2.4 bn.

Graph 1

Net lending (+)/net borowing (-) in institutionactors in 2Q09 (|
bn EUR)

% The total of the financial assets and liabilitiéthe national economy (S.1) and foreign count(®g) sector
must equal 0, that is, the national economy’s iteldtess has decreased (or the creditor positionsay, and
the creditor position of the foreign countries hatomatically decreased (or the indebtedness lsasased) vis-
a-vis the national economy. The given relationnky@pplicable if we disregard the developmentia financial
instrument “Monetary gold and SDRs — AF.1”, whidstbeen the only instrument reported on the asiktof
the national economy. The distinction between tteveament in the indebtedness and the movement in the
creditor position depends on the total volume df eguity, i.e. on the development in the stockaafounts
receivables and payables

* Net lending represents the positive differencavben the financial assets and the financial liaedi If the
difference is negative, we talk about net borrowintn the case of data concerning stocks, the rdiifae
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



Financial transactions in institutional sector2@09 (in bn EUR)

S11 S.12 S.13 S.14,15 S.2

@ Financial asset@ Financial liabilities

Socks

The financial transactions made in the 2Q 2009 rdmrted to a decrease in the overall
indebtedness of the national economy, with its r@wamounting to EUR 31.4 bn at the end
of the quarter. The non-financial institutions seds the most indebted sector with net debt
of EUR 45.9 bn. Besides corporations, the indebdedtors also include the general
government sector (in an amount of EUR 7.1 bn)taAedinancial institutions sector with its
indebtedness of EUR 2.5 bn. The largest net firsradsets within the national economy are
available in the households (EUR 24.1 bn). Theiforeountries sector has recorded the net
creditor position for a long time; it was EUR 32 as at the end of 2Q 20009.

® The difference between the net financial debthef hational economy (EUR 31.4 bn) and the net wedi
position of the foreign countries (EUR 32.1 bnyépresented by the monetary gold and SDRs amouttding
EUR 732 mil)
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Net financial assets at the end of 2Q09 (in bn agUR
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Graph 4

Balance sheet of financial assets and liabilitiethe end o
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Quarterly financial accounts by individual instiaurtal sectors

S.11 Non-financial institutions
Transactions
The favourable development in the decrease of tmefinancial institutions’ indebtedness

resulted, in particular, from the growth of fina@cassets and a decrease in the financial
liabilities, when trade credits and quoted shafdereign corporations played a predominant



role on the assets side. On the liabilities sidere was predominantly a drop of issued shares

and bonds.

Graph 5

Financial assets and liabilties (transactiong)asf-financia
corporations in 2Q09 (in bn EUR)
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@ Monetary gold and special drawing rights AF.1 @ Currency and deposits AF.2
O Securities othe than shares AF.3 O Loans AF.4
O Shares and other equity AF.5 @ Insurance technical reserves AF.6
@ Other accounts receivable/payable AF.7

In terms of the sectoral breakdown, the increastentrade credits appeared mainly among
non-financial corporations and also among the guwent entities and between the
corporations mutually. Also other corporations reables to the government related mainly
to a time shift in the payment of indirect taxesl aividends recorded a relatively significant
increase. In addition to shares, local corporatinngeased their receivables to foreign entities
also in the lending. On the liabilities side, tldume of shares held by foreign companies and

bonds in the government entities portfolio recortteamost significant drop.
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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 c@fpons use the given sources for

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

Graph 8

Financial assets and liabilties of non-financiaorations at the end
2Q09 (in bn EUR)
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The current stocks of the issued equity securiifethe non-financial corporations are held,
within the national economy, especially in the riioncial corporations sector (38.6%) and

by the central government entities (17.6%). 43.3%he local corporations’ shares are held



by foreign entities. Within the loan financing afrporations, loans from the Slovak banks
and leasing and factoring corporations accounb@d6; loans from foreign countries account
for 34.2%. The main debtors of the local corporaian individual financial instruments are
entities from the non-financial corporations sestdb7.2%), other monetary financial

institutions (17.8%) and foreign countries (15.2%).
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S.12 Financial institutions

Transactions

Unlike non-financial corporations, the sector S.fiRancial institutions recorded net
borrowings in the 2Q 2009. The given developmeisulted mainly from the declining

creditor position of subsector S.122 other monetiagncial institutions. A slight decrease in
its creditor position was recorded also by the satms S.124 financial auxiliaries and other

financial intermediaries (S.123).



Graph 11

Net lending (+)/net borowing (-) of financial corptions ir
2Q09 (in bn EUR)
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Graph 12

Financial transactions of financial corporation2 @09 (in bt
EUR)

O Financial asset@ Financial Iiabilities‘

Total net negative transactions of banks resultechfa drop of the assets and a relatively
significant growth of the liabilities. In lower ats mainly the withdrawal of deposits from
foreign banks and from the Central Bank was rediécand also a lower volume of short-term
loans granted to non-financial corporations. Théy dimancial instrument on the liabilities

side where commercial banks reported a signifigmoivth was deposits. The maximum
increase was in deposits from the Central Bank pekion funds, which was probably

related to a conservative investment strategy aisipg management companies after



legislative changes in the second pillar. Besideatial institutions, also central government

entities deposited more money on bank accounts.

Entities of subsector S.123 other financial intediages (leasing, factoring and hire purchase
companies and long-term mutual fuhdend financial auxiliaries (S.124) also contributed
slightly to the negative financial transactions.thhe case of S.123 entities, on the liabilities
side there was an increase in the volume of issugial fund units, and on the assets side,
mainly long-term loans granted to non-financial pmoations have dropped. Financial

auxiliaries reduced the volume of deposits madhk téinks, and on the liabilities side, mainly

other issued property shares have dropped.

The favourable development in the financial balasbeets was reported by insurance
corporations and pension funds (S.125) and by #wtr@l Bank (S.121). Besides increased
deposits with banks, in both sectors there wasnarease in the holding of short-term and
long-term debt securities issued by foreign ertit@n the liabilities side of the Central Bank,
the volume of other liabilities to the Eurosystemashncreased within settlement in the
TARGET2 payment system; the Insurance corporatiand pension funds sector have

charged the liabilities of its financial balanceiniyawith pension savings of the citizens.

Socks

Exclusively the Central Bank's position contributes the overall indebtedness of the
financial sector. The net creditor position wasorded by subsectors S.122 Other monetary
financial institutions, S.123 Other financial intexdiaries, S.124 Financial auxiliaries and

S.125 Insurance corporations and pension fundeeagrid of the quarter.

" According to the money and banking statistics metiogy, mutual funds are broken down into the nyone
market mutual funds (short-term) which are inclu@ethe sector S.122 Other monetary financial ingtins,
and into the mutual funds other than money mairlkeds$ (long-term) which are included in the sectd2S
Other financial intermediaries
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Graph 13

Net financial assets of financial corporationsheténd of 2Q0
(in bn EUR)
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Graph 14

Financial assets and liabilties of financial cogions at the er

of 2Q09 (in bn EUR)
BO0 -~

500+ ;"""
400+ [
300+ -
200+ - - B
1001 (-1 - -

00 [ om N

S.121 S.122 S.123 S.124 S.125

O Financial asset@ Financial Iiabilities‘

Following their primary mission — to receive dep®sand extend loans - other monetary
financial institutions invest most of their money long-term and short-term loans. In
addition, a significant portion of the availableuszes is deposited in the government bonds
and residential and non-residential deposits. D&ppky a predominant role on the liabilities
side (nearly 82% of all liabilities). In terms diet sectoral breakdown, the most important
clients of the banks, on the assets side, are dhefinancial corporations, households and
central government entities. On the liabilities esidthe most important clients are

predominantly households, non-financial corporaticend foreign entities. The foreign
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countries sector represents a significant ownehafes and other property shares with banks,

with its share in this financial instrument accongtfor approximately 58%.

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 deposits with banks and government oftie main source of income is, in
particular, the loans from local and foreign baaksl mutual fund units held mainly by the

households.

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 foreign holders of shares and frooalldanks in the form of loans 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 has become strongestemrper in the financial market. The
main creditor of the given sector is the househdidd invest in life insurance and in the
second and third pension pillars. The money thuaioéd is invested in national (government
bonds) and foreign debt securities and also in siepwith local banks.

S.13 General government

Transactions

Negative financial transactions in the sector S3EBeral government dampened an decrease
in the overall indebtedness of the national econdiighin particular subsectors, increasing
indebtedness of the subsector S.1311 Central goerincontributed most markedly to the
above development. Positive development and thusaease in their creditor position was

reached by entities of the subsector S.1313 Lamatmyment.
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Graph 15

Financial transactions of general government in@2@0bn EUR)
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O Financial asset® Financial liabilities

The main reason for the negative transactions é déntral government subsector was
a considerable growth of the lending. Within itrth@vas an increase in other liabilities to
households and corporations (a time shift for @npent of taxes, interest, social allowances)
and trade credits to corporations. In the secoraitgy there was also the issue of bonds in
foreign markets, and thus an increase in the itaslby EUR 2 bn. The damping factor of the
growth of general government’s indebtedness wamanovement in the creditor position of
the Local government (S.1313) entities mainly tlsami a drop of received credits from
banks.

Socks

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

creditor position as at the end of 2Q 2009.
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Graph 16

Financial assets and liabiities of general goveminat the end «
2Q09 (in bn EUR)
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The major financial asset of the central governnestities is the shares issued by the local
non-financial corporations. The central governmeatiities report approximately 17% of their
assets in other receivables (taxes, social alloesnretc.) to households, and the government
invests 12.2% in other deposits. The overwhelmimagpnity of liabilities are allocated by the
central government in the long-term debt securitidsvhich almost one-third is owned by

foreign owners.

S.14,15 Households and NPISH

Transactions

In the 2Q 2009, the households and NPISH sectoeased its overall creditor position as a
result of more dynamic growth of the financial dsse comparison with the growth of the
financial liabilities. Within the assets, mainlyhet receivables to the Central government

increased; on the liabilities side, the househo#dsinto debts through other liabilities and

loans.
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Graph 17

Financial assets and liabilties (transactionsharfsehold
and NPISH in 2Q09 (in bn EUR)

Financial assets Financial liabilities
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O Loans AF.4 0O Shares and other equity AF.5
B Insurance technical reserves AF.6 @O Other accounts receivable/payable AF|7

In terms of the sectoral breakdown, transactiorib tie Central government had the highest
share on the assets and liabilities side. On tBetaside, also transactions with Insurance
corporations and pension funds contributed to tstipe development, and in the lending,

besides the Government, also monetary financiéitutisns played a dominant role.

Graph 18 Graph 19

Sectoral division of financial assets (transacjiaf
households and NPISH in 2Q09 Sectoral division of financial liabilities (trangams) of

households and NPISH in 2Q09
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The households and NPISH sector is characterizéldeasnly one in the Slovak economy by

the net creditor position. Approximately 63% of defale sources are kept in the form of
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deposits, and another part (approx. 17%) is indeistehe pension system and life insurance.
The households invest 5.3% of their assets in nhdturads. Nearly 76% of all liabilities

consist of the borrowings, especially of the loag¥t ones. The remaining portion of the
accounts payables comprises other accounts payablekich the payables due to the central

government (taxes, levies and social allowances)wat for the major share.

Graph 20

Financial assets and liabilities of households MRH#SH at the
end of 2Q09 (in bn EUR)
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The sectoral breakdown of the investments and gimhmesources of the households results
from the nature of financial instruments in thealdnce. The most important partner of the
households and NPISH is the sector S.121 and SM@2etary financial institutions; a
significant share has recently started to be aeduiy the sector S.125 Insurance corporations
and pension and supplementary pension funds. Ohatbiéties side, a relatively significant

share is represented by the Government sector.

16



Graph 21 Graph 22

Sectoral division of financial liabilities of housmds anc
Sectoral division of financial assets of househaldd NPISH & NPISH at the end of 2Q09
the end of 2Q09
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S.2 Foreign countries
Transactions

The overall decrease in the creditor position ef fibreign countries sector in respect of the
national sectors resulted from a more dynamic dgnafthe liabilities in comparison with the
growth of the assets. Issued bonds in the CentaakB portfolio and shares in the non-
financial corporations portfolio contributed priritarto the lending. On the assets side, the
receivables of non-residents to the Central Bartkiwithe TARGET2 payment system have
increased, and the receivables to the Central govenmt in the form of holding of its bonds
has increased, too.

Socks

The foreign countries sector is the net creditorrespect of the Slovak economy, with
approximately 32% of all assets represented byeshairthe local non-financial corporations
and further 16% consisting of loans to non-finahc@arporations. Other receivables to the
Central Bank in relation to the TARGET?2 system aletht securities issued by the Central
government represent a significant asset of thedarcountries. The most important payables
of the foreign countries due to the national ecopdabout 46%) are the debt securities,
mainly in the hands of the financial institutiomsd the trade credits (about 15%) received

from the non-financial corporations.
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