Overview and some risks of investment
developments in the Eastern EU Member States

Péter BILEK

Bruxelles, 14 May 2008

6/B Dayka Gabor Street, Budapest, H-1118 Hungary Tel: (+36) 1 248 1160, 1 248 1161

Fax: (+36) 1 319 0628 Website: www.icegec.org E-mail: office@icegec.hu



Introduction
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. In other emerging 0 -
countries investment HU PL CZ Sk LT Sl BG RO LV EE
ratios were higher (in
Asia)




Foreign and domestic investments

Net FDI / Gross fixed capital formation (%)

* Foreign direct investment
played smaller role in i BB EEEERER
most countries between il EE BB EEEER
2000 and 2007 than ]
domestic investments 60% -
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* Bulgaria is the exception 155
with its 60%, significant .
amount of FDI was
attracted in the last years
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Savings and investments

Gross Savings and Investments, 2007 (% of GDP)

e Savings in many cases s
are much lower than
Investments
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e |t results in attraction of
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fOreIgn S&VIﬂgS & B Gross Investments
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 Especially in those 5
countries where 0 -
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(Baltics + BG + RO)
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Investment by sector

. 0,
o ngher than average Investments by sectors, 2006 (%)

iInvestments in industry 100% -
(manufacturing) sector in 90%
case of Slovakia and 2%

. 70%
Slovenia oy
50% -
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« Construction invesmtents ) |
are also significant in 20% | »
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Romania and Slovenia Sl g
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e Services had highest share
In the Czech Republic and
Hungary




Investment in services

Investment in services, 2006 (%)

e Main shares: 100% —— Others
90% - _
80% - Health and secial werk
— Transport, stc_)rage o Education
and communication ; 60% -  publi
— real estate renting 50% - adrmin., defence, compuls.socsec.
. ! 40% - B Real estate, renting and business
and business activities
aCtiVitieS 30% - B Financial intermediation
20% -
— and wholesale, retail 10% - " ommantatons
trade 0% - B Hotels and restaurants
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Capacity utilization in manufacturing

e Current Iev_e_l Of_ _ Capacity utilization in manufacturing (%)
capacity utilization in
manufacturing o
industry is relatively % -
high in'the Czech o5 | —— . Bulgaria
Republic, Hungary % f _ Croch Republic
and Slovenia 75 Tﬁ' S

. 70 Latvia

e Investments (in that 65 / = s
sector) are expected 60 o
to increase more in 55 ik
these countries in the o+ Poland
near fUtUI'e SIS &b&% (009&,\09\’ 09,\, 09,,, & 09,1’ Romania
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o Capacity utilization is
moderate in the
Baltics and Bulgaria




Investment by type

Investment by type (%)

. . . 100% 7 B Other products
e Majority of investments 90%
IS ConStrUCtlon Work B B Construction work: other
70% - constructions
e Second most significant 60% - = Construction work
type is metal products 50% housing
and maChlnery 40% - ¥ Transport equipment
30% -
d NO Slgnlflcant 20% - lMetaI.products and
differences among the 10% | machinery
cou ntrIeS 0% - | Pro.ductsof .
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Risks 1.

Current Account Deficit (% of GDP)

e There are some risks in
connection with the 0

aforementioned MERERER . B
development of 5 I I I
investment
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* First, high current account
deI{)I(C)I'[ In the Baltics + BG -15
+
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e CAD reached or exceeded |
15% of GDP

cz Sl PL HU SK RO LT EE BG LV
m 2007

 |nvesments are
significantly higher than
savings




Risks 2.

Gross External Debt (% of GDP)
e Second, gross external

debt increased in these 1200
countries
100.0
* |nvestments were —_—
financed by foreign
credit 60.0 - 2000
B 2006
« Gross external debt s
reached or increased 200 -
above 80% of GDP in
Bulgaria, Estonia, 0.0 -
Hungar.y’ LatV|a and BG CZ EE HU LV LT PL RO SK &I

Slovenia
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Risks 3.

Investment in services, 2006 (%)

« Third, investment into non- o Cthers

tradable sector il B m SR——
i 70% - Education

« Large share of investments 60% | i
were realised in non- 50% - adrmin. defence, compuis.soc .
tradable sector 40% - -z:;lliet?zte, renting and business

30% 1 B Financial intermediation

* Investment in non-tradable o e
sector may have a _negatlve o; I HEEENENI) -;OTTuni:am:S .
ImpaCt on Competlt_lveness BG CZ HU PL RO SK Sl e
and future economic growth (05)  (05) (oa) = Wholesale,retilirade, repa




Thank you for your attention!
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