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StructureStructure ofof presentationpresentation

�� IntroductionIntroduction to to thethe CzechCzech market market ––
comparativecomparative tablestables + + basicbasic characteristicscharacteristics

�� Update on Update on globalglobal marketsmarkets andand crisiscrisis
impactsimpacts on on thethe CzechCzech EconomyEconomy

�� TheThe crisiscrisis andand thethe CzechCzech bankingbanking sectorsector
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ComparativeComparative tablestables forfor comparablecomparable countriescountries ––
PopulationPopulation andand GDPGDP

162.8162.8

101.1101.1

228.9228.9

330.8330.8

127.5127.5

GDP eur bil GDP eur bil 
´́0707**

73.773.7

61.561.5

94.194.1

114.7114.7

80.680.6

GDP GDP ´́08 08 estest
PPPPPP
EU27=100EU27=100

10.610.6PortugalPortugal

10.010.0HungaryHungary

11.111.1GreeceGreece

10.610.6BelgiumBelgium

10.3 10.3 CzechCzech RepublicRepublic

PopulationPopulation

milmil

* Market prices

Source: ECB, Eurostat
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ComparativeComparative tablestables 20072007

6161

4848

177 177 

96 96 

184184

PopPop**
per CIper CI

6 0306 030

3 3873 387

3 6993 699

4 4254 425

1 8621 862

No. No. locloc

unitsunits

7217211 7591 759175175PTPT

2 6432 6432 9692 969206206HUHU

1 6541 6542 9022 9026363GRGR

7567562 4002 400110110BEBE

3 1293 1295 5415 5415656CZCZ

Pop /Pop /

ATMATM
Pop/ l. Pop/ l. 
unitsunits

No No ofof CIsCIs

*000´s

Source: ECB
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ComparativeComparative tablestables 20072007

7 2187 218

2 5892 589

5 9235 923

19 34719 347

3 4973 497

AssetAsset//

EmplEmpl..

67.867.8

54.154.1

67.767.7

83.483.4

65.765.7

5 5 
largestlargest****

174174

240240

173173

158158

258258

Pop /Pop /

EmplEmpl..

44044060 97560 975PTPT

10810841 90541 905HUHU

38338364 71364 713GRGR

1 2971 29767 08067 080BEBE

14014040 03740 037CZCZ

TotalTotal CI CI 
assetsassets**

No No ofof

EmplEmpl..

* Bil euro

** Share of 5 largest in total CI assets (%)

Source: ECB
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Growth (fall) in shares in financial sector
assets 2001-2007 (in percentage points)

Pension funds

Banks

Insurance            
companies

-4 -3 -2 -1 0 1 2 3 4 5

Source: CNB, CZSO

Credit unions

Other non-bank financial 
corporations

Investment companies, investment 
and mutual funds

Leasing companies
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TheThe CzechCzech bankingbanking sectorsector isis alsoalso ::

�� 56 CI plus 250 56 CI plus 250 „„single single passportpassport““ providersproviders
from EUfrom EU

�� 97% 97% ofof assetsassets controlledcontrolled by by nonnon--residentsresidents
(91% by EU) (91% by EU) 

�� 7.5 7.5 millionsmillions ofof retailretail clientsclients accountsaccounts, , ofof
whichwhich 85% 85% withwith electronicelectronic servicingservicing (PC  (PC  
oror phonephone))
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Update on Update on globalglobal marketsmarkets
�� Support programmes in placeSupport programmes in place
�� Liquidity of banks addressed in first instance, Liquidity of banks addressed in first instance, 

spreadsspreads on wholesale markets on wholesale markets decliningdeclining
�� Full size of impact on assets quality, solvency and Full size of impact on assets quality, solvency and 

capital adequacy still unknowncapital adequacy still unknown
�� Real economy severely suffers, significant losses in Real economy severely suffers, significant losses in 

corporate sector: second wave effects on financial corporate sector: second wave effects on financial 
sectorsector

�� Eurozone sovereign spreads divergingEurozone sovereign spreads diverging –– financingfinancing
needsneeds in in connectionconnection withwith thethe packagespackages, issues of , issues of 
coordination and absorption capacitycoordination and absorption capacity

Outlook generally quite uncertainOutlook generally quite uncertain,,yetyet some some hopehope forfor
lendinglending activitiesactivities ((but confidence remains an issuebut confidence remains an issue))
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Crisis and Czech economy: Crisis and Czech economy: 
resilience first, full impact nowresilience first, full impact now

�� Adverse impacts mitigated Adverse impacts mitigated untiluntil recentlyrecently by trade and by trade and 
current account surpluses, current account surpluses, a a solid fiscal position, bank solid fiscal position, bank 
sector resiliencesector resilience

�� However economy wide open (foreign trade to GDP ratio However economy wide open (foreign trade to GDP ratio 
at at aroundaround 170170%)%)

�� Starting by Starting by oct/novoct/nov 08 data about real economy rapidly 08 data about real economy rapidly 
deterioratedeteriorate (double (double digitdigit declinesdeclines in in industryindustry))

�� Increased volatility of variables, stand still of financial Increased volatility of variables, stand still of financial 
market, lending squeezedmarket, lending squeezed

�� Czech exports concentrated in heavily cyclical industriesCzech exports concentrated in heavily cyclical industries
�� Special concern: high carSpecial concern: high car--intensity of GDPintensity of GDP

1212

Exchange rate developments 2007/2009
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Developments of the repo and markets rates (%)
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Source: JP Morgan
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Greece Italy Germany Czech Hungary

Source: Thomson Datastream

CDS of selected EU governments (5Y CDS, bps)
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Czech banks: resilience to crisis Czech banks: resilience to crisis 
impact?impact?

�� Liquidity buffer, about a quarter of assets in the system Liquidity buffer, about a quarter of assets in the system 
highly liquidhighly liquid

�� Deposits to Loan ratio at 130Deposits to Loan ratio at 130%%
�� Loan impairment lowLoan impairment low forfor timetime beingbeing, but gradually , but gradually 

increasesincreases
�� No currency mismatch (negligible share of foreign No currency mismatch (negligible share of foreign 

currency loans in household loans)currency loans in household loans)
�� Negligible share of toxic assetsNegligible share of toxic assets
�� Solid capitalisationSolid capitalisation
�� Thin capital marketsThin capital markets
�� Generic space for growth (low level of bank assets/GDP)Generic space for growth (low level of bank assets/GDP)
�� ParentParent--daughter issue daughter issue –– after privatisation, domestic after privatisation, domestic 

banks were initially run as independent subsidiaries. banks were initially run as independent subsidiaries. 
Later they became much more integrated with their Later they became much more integrated with their 
parent banks parent banks 
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Capital adequacy (%)

2020
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Czech banks: crisis impact, Czech banks: crisis impact, 
as seen from the Cityas seen from the City

�� SpilloverSpillover effects:effects:
�� Confidence shakenConfidence shaken
�� DryingDrying--up of money and bond markets (impact on up of money and bond markets (impact on 

pension and money markets funds, insurance sector)pension and money markets funds, insurance sector)
�� Significant increase of volatilitySignificant increase of volatility

�� Risk aversion (to the region, by the banks)Risk aversion (to the region, by the banks)
�� Dramatic deceleration of mortgage as real estate Dramatic deceleration of mortgage as real estate 

market cools down market cools down 
�� Liquidity distributed unevenlyLiquidity distributed unevenly
�� Loan impairments grow as economy deceleratesLoan impairments grow as economy decelerates
�� ProfitsProfits downdown
The banking sector sustained The banking sector sustained –– so far so far -- the effects of the effects of 

crisis rather well. However the fundamental crisis rather well. However the fundamental 
question is question is –– how long will it all lasthow long will it all last ……
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THANK YOU THANK YOU 

FOR YOUR ATTENTIONFOR YOUR ATTENTION


