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1. Intro 

Global framework and Ăcreative destructionñ 
 

ÅActive economic 
diplomacy 
ÅSupport  structuresfor 
exporting companies 
ÅRemoval of trade 
barriers 

ÅPrudent and 
adequate fiscal and 
monetary policy 
ÅSustainable economic 
stimuli όƴƻ αbuy 
domesticά campaigns) 

ÅSupport to R&D, 
technology and 
innovations 
ÅFormation of 
conditions for 
development of ICTs for 
trade and bussines 

In all of these areas, civic engagement may 

lead to substantial improvements 
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1. Intro 

Two legs for country survival ï macro and micro 

 
üTwo speed EU ? Different impacts of the crisis on 

peripherial EU member states/PIGS  vs. core&Cz&Sl  

üLong vs. short-term responses to the development 

 üWhat are key interrelated legs based upon rules? 

VFirst leg ï macroviability - fiscal structural  

VSecond leg - competitiveness  

 

 
üUnique features of Czech & Slovak economies 

(export oriented, low loan/deposit ratio, low share 
of FX loans, low inflation and interest rates etc.) - 
better than PIGS 

üFuture strategy of the CR & Sl ï ñPIGSò country or 
ñFinnish-typeò/òGerman-typeò  country? 
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GDP growth:  Czech Republic ς 
Slovakia getting closer 
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Source: Eurostat, Czech Statistical Office (2010Q3 estimate) 
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Industry production: decent Czech 
Republic, more volatile Slovakia 
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Czech Republic Slovakia

Source: Eurostat (Mining and quarrying; manufacturing; electricity, gas, steam and air 
conditioning supply) 
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Export: Both countries trade surplus 
with EU27 but trade deficit with the rest  
ÅTrade surplus with both 

EU27 and the rest of the 
world 

ÅTrade deficit with EU27, 
trade surplus with the 
rest of the world 

ÅTrade surplus with 
EU27, trade deficit with 
the rest of the world 

ÅTrade deficit with both 
EU27 and the rest of the 
world 

aƛŎƘŀƭ aŜƧǎǘǌƝƪΣ tŜǘǊ WŀƴǎƪȇΣ Friday 19 November 2010 

High integration: 86% of Czech exports to EU, majority EU ownership of Czech banks & firms  

Source : Eurostat (2009) data for 2008  
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CZ&SL Exports to the rest of the world:  
so far not important except for Russia 

aƛŎƘŀƭ aŜƧǎǘǌƝƪΣ tŜǘǊ WŀƴǎƪȇΣ Friday 19 November 2010 

0

50

100

150

200

250

300

Belgium Czech Republic Finland France Italy Hungary Germany Poland Austria Slovakia Sweden

M
ld

..
 E

U
R 

Exports to other countries than EU27, USA, Japan, China, Russia, Latin America, Norway, Switzerland, Canada

Exports to Latin America

Exports to Russia

Exports to China

0,0%

1,0%

2,0%

3,0%

4,0%

5,0%

Belgium Czech
Republic

Finland France Italy Hungary Germany Poland Austria Slovakia Sweden

P
e

rc
e

n
ta

g
e

 o
f 

G
D

P 

Openness to exports to China
Openness to exports to Russia
Openness to exports to Latin America

Source: Eurostat (data for 2008) 
9 



aƛŎƘŀƭ aŜƧǎǘǌƝƪΣ tŜǘǊ WŀƴǎƪȇΣ Friday 19 November 2010 

Exports as a share of the world total: not rising since 
the crisis any more, mutual trade still significant 
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Macroeconomic impacts of the crisis on peripheral EU member states versus 

CR & Sl 

 

 

Source:  FITCH 

ü High debt/HDP ratio of PIIGS while debt of CR & Sl relatively low    
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(Net lending or) Net borrowing should 
be limited due to current gmt efforts 

Source: Eurostat (Net lending (+)/Net borrowing (-) under the EDP (Excessive Deficit Procedure)) 
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Government consolidated gross debt still 
relatively low but threatened by structural deficits 

Source: Eurostat (Government consolidated gross debt) 
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Macroeconomic impacts of the crisis on peripheral EU member states versus 

CR & Sl 

Source:  Thomson Reuters, quotes in bps for sovereign 5Y credit default swaps until November 15, 2010 

Why low CDS spread in Finland and high in Belgium ? 
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Macroeconomic impacts of the crisis on peripheral EU member states  

versus CR & Sl 

 

Source:  Thomson Reuters, data in %  for 10YT until November 15, 2010 

  

Why low cost bonds in Finland (2.8%) vs Belgium (3.5%) ? 

0

0.5

1

1.5

2

2.5

3

3.5

4

4.5

5

2
2

.1
0

.2
0

0
8

2
2

.1
2

.2
0

0
8

2
2

.2
.2

0
0

9

2
2

.4
.2

0
0

9

2
2

.6
.2

0
0

9

2
2

.8
.2

0
0

9

2
2

.1
0

.2
0

0
9

2
2

.1
2

.2
0

0
9

2
2

.2
.2

0
1

0

2
2

.4
.2

0
1

0

2
2

.6
.2

0
1

0

2
2

.8
.2

0
1

0

2
2

.1
0

.2
0

1
0

Bonds in Other Old EU Member States + USA

Germany

France

USA

Sweden

UK

Finland

Danmark

Belgium

Netherlands

15 



Macroeconomic impacts of the crisis on peripheral EU member states versus CR & Sl 

 

Eurozone PIIGS countries credit risk reflected by the market (CDS) 

ü Higher CDS spread = penalty from the market. 
Minimum Italy with 183 and Spain with 248 

Source:  Thomson Reuters, quotes in bps for sovereign 5Y credit default swaps until November 15, 2010 
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Macroeconomic impacts of the crisis on peripheral EU member states versus CR & Sl 

 

Eurozone PIIGS countries credit risk reflected by the market (T-bonds) 

ü Situation is getting more costly for Greece, Ireland and Portugal again. 
Minimum for Italy with 4.1% and Spain with 4.56% 

Source:  Thomson Reuters, data in %  for 10YT until November 15, 2010 
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Macroeconomic impacts of the crisis on peripheral EU member states 

versus CR & Sl 

 

ü Currently CDS spread is relatively low in the CR (76) and Slovakia (71)   
compared to some CEE countries such as Hungary (314) and Romania 
(286)  and all PIIGS eurozone member states  (range within 186 ï 892) 
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Macroeconomic impacts of the crisis on peripheral EU member states versus CR & Sl 

 

ü ..relatively low CDS spread implies relatively low Treasury bond yields in 
the CR (3.625%), Slovakia (3.922) but sustainable ? 
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Fiscal sustainability 

éplanned decreasing fiscal deficits in the CR (% GDP) 

 

Source:  World Bank - Convergence Program Updates, January 2010 

ü Implying relatively low Treasury bond yields in the CR 

ü But sustainable due to new gmt fight with structural deficits? 
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Fiscal sustainability 

ébut increasing  public debt/GDP ratio (%) 
 

Source:  World Bank - Convergence Program Updates, January 2010 
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Competitiveness supported by the  innovation and institutions 

Two types of competitiveness 
 

üPrice/cost competitiveness  

VHigher productivity growth vs. prices/salaries 
(some Euroarea members ï ESP, GRE etc.) 

 

 

üNon-price competitiveness 

Veffective state administration 

Vindices of competitiveness include innovation 

ÁWorld Bank/Doing Business 

ÁWorld Economic Forum/The Lisbon Review 
Global Competitiveness Report  

ÁThe EIU - IT industry competitiveness index 

ÁThe IMD in Lausanne etc. 
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Decreasing competitiveness of PIIGS (Euroé) 
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Competitiveness supported by the innovation and institutions  

Price/cost  (un)competitiveness ï Spanish case 
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 Competitiveness supported by the  innovation and institutions 

The EU is still lagging behind the US 
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