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Oil prices are floating in the ocean  
of supply
Branislav Karmažin, Národná banka Slovenska

Has the recent increase in oil prices, recorded since mid-
February 2016, been only temporary and fuelled by cur-
rent market psychology, regardless of fundamentals? Or, 
has the oil market already taken account of expectations 
that the oil oversupply will reduce in the future? The pic-
ture of future short-term price developments is blurred 
when looking at current data. On the one hand, there is 
a huge imbalance between supply and demand, when an 
excess oil production reaches almost 2 million barrels per 
day. On the other hand, the number of productive oil rigs 
has sharply declined in the United States and the number 
of bankruptcies of oil companies that use unconventional 
production methods increased. Meanwhile, the OPEC 
countries have not yet agreed on reducing production vol-
umes. Apparently, it will take some time until longer-term 
price balance is restored on the market. (p. 4)

Main trends and risks from the view  
of the Slovak banking 
sector’s stability
Ján Klacso, Národná banka Slovenska

Developments of the Slovak economy in the period under 
review have influenced the domestic banking sector and 
its financial stability rather positively. In contrast, external 
environment entails some risks that might, if materialised, 
impact on financial institutions. In 2015 and early 2016, 
overall developments in the banking sector, in particular its 
profits and main balance-sheet items, were significantly af-
fected by the environment of low interest rates. Low rates are 
expected to continue in the near term and their influence 
will increase. Macroeconomic and financial risks are cou-
pled with growing legislative risks. A sharp rise of household 
loans, combined with increased indebtedness of households 
and rising housing prices, and a restored growth of corpo-
rate loans are being reflected in macroprudential policy. In 
the near future, an NBS Recommendation in the area of pru-
dential provision of retail loans is being transposed into an 
NBS Decree, and the central bank is considering raising the 
countercyclical capital buffer above zero. (p. 6)

Cyber security in the insurance 
sector – threats and opportunities
Matúš Medvec, Národná banka Slovenska

The previous article titled “Cyber risk insurance”, which was 
published in the June 2015 issue of BIATEC, explained cyber 
insurance and its characteristics and main parameters. The 
present article, however, focusses on the latest developments 
in this area in European countries and from the view of in-
ternational institutions. Cyber security is being explored by 
numerous public and private institutions. The OECD, EIOPA, 
IAIS and the EU Member States’ central banks and supervi-
sory authorities have given increased attention to cyber risk 
issues. The pressure to ensure cyber security has naturally 
intensified with IT evolution introducing work with large da-
tabases, the use of big data, and the provision of financial 
services via different internet applications. This is especially 
evident in the financial sector, where personal data security 
has become a particularly sensitive issue. (p. 11)

The future of Euribor or the reform 
of benchmark interest rates
Peter Andresič, Národná banka Slovenska

At the end of the last year, the European Money Market 
Institute (EMMI) organised a  series of road shows intro-
ducing planned changes to the Euro Interbank Offered 
Rate (Euribor). As one of the prime benchmarks for prices 
and rates, this rate has gone through a  turbulent period 
recently, which adversely affected its reliability and credi
bility. The proposed changes are aimed at reversing this 
trend, eliminating manipulation by banks when provid-
ing quotes for the Euribor and similar benchmark rates, 
improving the Euribor’s  quality and reputation, as well 
as increasing banks’ interest in participating in its setting. 
These changes should eventually help the financial mar-
ket price indicators to regain respect. Restoring damaged 
reputation usually takes some time, however, the EMMI 
and banks seem to have properly addressed the latest  
issues. The mentioned manipulation has not been the only 
challenge for benchmark setting. The author of the article 
summarises the establishment, development, reforms and 
future of representative Euribor rates. (p. 16)

Bank manager compensation systems 
that materially impact the risk 
profile of large European banks
Zoltán Zéman, József Tóth, Péter Kalmár, László Hajós
Szent Istvan University

Following the recent economic crisis, a need has emerged 
to regulate the existing remuneration practices. The fi-
nancial sector has become a  professional environment 
where high short-term profits lead to generous bonus 
payments to managers without adequately considering 
longer-term risks imposed on their institutions. In 2009 
the Financial Stability Forum (now the Financial Stabil-
ity Board) issued for the first time a  set of Principles for 
Sound Compensation Practices. These principles have 
been incorporated into the Basel III Accord and formed 
part of the Capital Requirement Regulation and Directive 
in the European Union since 2013. This article provides 
an overview of different regulatory expectations with 
a focus on their implementation in the European Union. 
It analyses data on remuneration disclosed by European 
banks in 2014 as part of the latest European stress testing 
exercise. (p. 20)

Property cycle in Slovakia and its 
specific features 
Mikuláš Cár, Národná banka Slovenska

The housing bubble burst in the second half of the 2010s, 
which probably belongs among the strongest in recent his-
tory, has significantly contributed to global financial and 
economic instability. This experience has suggested that 
the phases of the property cycle in individual countries, 
and in particular reasons of housing market overheating 
and a subsequent slump in housing prices, should be more 
systematically analysed. Based on this analysis, effective 
measures should be employed to prevent re-occurrence of 
similar situations. (p. 24)




