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Introduction

The aim of this bachelor thesis is to provide ayre of mutual trade relations between the
Slovak Republic and the Federal Republic of Germamy to explore these relationships
through official sources and statistical institag8o

The introduction of mybachelor thesis will feature these Member Stateh@fEuropean

Union on the basis of their characteristics. Thstion will be the basic information and
indicators that are important to any commercial panies doing business in these
territories. Here are the history of these statksjr location, economic and political
situation. These characteristics are concerned \hih first and second chapters.

In the next chapter | discuss the West Germandargade in Czechoslovakia before 1989.
Chapter will include the development, transport goalitical relations, and then-

commodity structure.

In chapter four | analyse foreign trade betweeseh®o countries after 1989. This chapter
will include the development of foreign trade inckaperiod, the goods and territorial
structure. In the subheads | devote to trade oslstieconomic relations, investments,
exports and imports.

Finally, 1 devote attention to the impact of thaaincial and economic crisis on the
economy of Slovakia, | indicate development forecasd evaluate information and
knowledge from this bachelor work.



1 Characteristics of economy of Germany

Germany is one of the most developed world ecomantiehas large reserves of mineral
resources (coal, rock salt, copper and magnesiwgs, arude oil less bearings). Heavy
industry, especially iron, processing imported ategl, alumunium factories and ferrous
metals supplies especially mature domestic machipeyduction (manufacture of ships,
both passenger and freight cars, buses, aircigtt,hachinery, as well as fine mechanics).
Other sectors are electricity, electronics, optmsd chemistry, in which Germany has
prevail power. Despite the number of aquatic plaatd advanced nuclear electronics,
Germany is a major importer of energy, in partictda the industry. Intensive agriculture,
which is mostly on family farms, produces forageps, barley, rye, potatoes, wheat, sugar
beet, hops, as well as grapes, fruits and vegetablabled cattle for milk and pigs.
Domestic production covers the needs of the Sta®@ %. [14]

Germany is one of the world's best and largest ymeid of steel, machinery, electronics,
food and beverages, but also shipbuilding and leextioducts industry. Growth of the
Germany one of the strongest economies in the @&@a slowed in 2008. According to the
Federal Statistical Office, real GDP growth in 2@08od at 1,3 % compared with the 2007.
The slowing pace of growth in the German economyaly due to decline in the global

boom in global demand and the impact of global ec@a and financial crisis.

Federal Republic of Germany is the second larggsbréer of goods and services in the
world and, therefore, traditionally the strongestpetus for economic growth usually
exports. That in 2008 only increased by 3,1 % coeghdo 2007 and their total value
reached 994,9 billion Euro. Imports of goods andvises to Germany in 2008 rose by
6,3 % and reached 818, 6 billion Euro. [14]



miera nezamestnanosti 8,6 %

miera zamestnanosti 65,3 %

vySka HDP na obyvafa (v USD) 28 700

vySka HDP na obyvala v parite 100,5

kapnej sily (EU 15=100)

podiel na tvorbe HDP 2 % poohospodarstvo,

35 % priemysel
63 % sluzby

Tab. 1: Basic macroeconomic indicators of Germany
Source: [14]

Translation key:

miera nezamestnanosti - unemployment rate

miera zamentnanosti — employment rate

vySka HDP na obyvata — GDP per capita

vySka HDP na obyvara v parite kipnej sily (EU 15=100) — GDP per capitpurchasing
power parity

podiel na tvorbe HDP — share in GDP

polnohospodarstvo — agriculture

priemysel — industry

sluzby - services

The German economy in the fourth quarter of lastr y@009) stagnated, though weak
private consumption and investment growth outweagports. Gross domestic product of
the country remained in the fourth quarter versgsgrevious three months unchanged in
comparison with the same period of 2008 declined,Bypercent. [29]



2 Characterstics of economy of Slovakia

Slovakia is dynamically growing postcommunist countries thawehdransformed the
industry is facing difficult, especially on armsopuction and peripeteia privatization,
which was also a political (party) background. Rlieg arms production and sales crisis
led to a sharp increase in unemployment, whichetent years gradually declining. In
recent years, Slovakia is gaining recognition abtrfa the radical economic, fiscal and
social reforms. These reforms and relatively cheapkforce with solid skills attracts
foreign investors. Only for the first 9 months omd& 2004 came foreign investment of
321 billion into the country, more than for the Wdo/ear 2003. Among the biggest
investors include the South Korean car maker KIA.

The highest growth in the Slovak economy experignne2007, when in real grew yearly
by 10.4 %. Although the Slovak economy has beesctdtl by the economic crisis in the
second half of 2008, full-year real GDP growth resit6.4 % in 2009. [28]

According making up GDP is the territory betweelrnnha and Bratislava placed on 15th
place in the order of the richest regions in the Ekkre is a project of the two cities called
Twin City.

Country introduced the euro in January 1, 2009.m€oly developed engineering
production rising again, this time by car productand the production of components for
automobiles. This industry in Slovakia as well m€urope and the U.S. got into crisis in
2009. Important are metallurgy, petrochemicals, nobels, rubber, wood and food

industry as well.

The lowlands cultivating cereals, oilseed rape,zmaOther important crops are fodder
crops, sugar beet, potatoes, vegetables, fruit. tidue balance is passive, especially in
trade with Russia, from which Slovakia importsand gas. Strong passive balance has in
trade with China (mainly raw materials) and the c@z&epublic. The largest surplus in
trade with Germany, the USA and Austria.
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miera nezamestnanosti 11,39 %

miera zamestnanosti 59,9 %

vySka HDP na obyvafa (v USD) 3950

vySka HDP na obyvala v parite 44,7

kapnej sily (EU 15=100)

podiel na tvorbe HDP 64,5 % sluzby,

25,8 % priemysel

5,3 % stavebnictvo

4,4 % pdnohospodarstvo,
lesnictvo, rybolov

Tab. No. 2: Basic macroeconomic indicators of Skava
Source: [15]

Translation key:

miera nezamestnanosti - unemployment rate
miera zamentnanosti — employment rate
vySka HDP na obyvata — GDP per capita
vySka HDP na obyvara v parite kipnej sily (EU 15=100) — GDP per capitpurchasing
power parity

podiel na tvorbe HDP — share in GDP

sluzby - services

priemysel — industry

stavebnictvo - construction
polnohospodarstvo — agriculture

lesnictvo — forestry

rybolov - fishery

Investments of foreign companies in Slovakia

Since 1th January, 2008 there is a law in Slovékianvestment assistance, under which
the State provides regional investment aid and @ynpént assistance for investment
projects, or expansion of industrial productiorght®logy centers, strategic services and
comprehensive tourist resorts. The biggest Itahaestor in Slovakia is a company Enel,
which is the majority (66 %) owner of Slovenskékalérne a.s. They invested 3.3 billion
euros in 2009 in Slovakia. Most of the money waltg finish 3rd and 4 Block Mochovce

nuclear power plants.
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Slovakia is generally attractive for foreign ink@s, low production costs and wages and
until recently, developed infrastructure, availépibf virtually the entire European market
and, finally with education and qualification ottpopulation - potential employees. [15]

The area of foreign investment is very large batldngest share of gross domestic product
of the Slovak Republic, however, generate autoreotindustry. The first foreign
automobile factory started its operation even wtienCzechoslovak Federal Republic is
Volkswagen Slovakia, which operates in Slovakiacasii991. Another is PSA Peugeot
Citroen, who began producing cars in Trnava in 200t third major automotive plant is
Hyundai-Kia. Kia Motors Corporation have selected its plant Zilina region for its
transport infrastructure, highly skilled workforcstrategic proximity to the European
market, the available network of automobile compbrguppliers in the region and the
commitment of the Slovak Republic to provide thatbeonditions for a new plant. The
plant at Zilina is also the first European plant Kib Motors Corporation which has
decided to build its first European plant for thenttnuous improvement of sales and
increasing market share in Europe. The plant ensplaround 3,000 employees and
production capacity is about 300 thousand carsypar. The bulk of investments coming
to Slovakia from neighboring Austria, Cyprus, theestherlands, France, Germany,
Denmark, Belgium, Hungary and Luxembourg. [15]
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3 Mutual trade relation analysis between the SlovalRkepublic

and Germany until 1989

3.1 Czechoslovakia-West German trade and politicatelations in the
period 1968 to 1989

In the second half of the 60s, after long and cmatis negotiations was successfully
concluded a treaty about establishing sales affioeBonn and Prague, and the treaty
about regulation of commodity an payment systenonBmic relations and transport
Czechoslovakia-West German relations were in thal leonsolidation. This situation has
heralded the establishment of diplomatic relatiahghe beginning of the 70s. Foreign
Trade of Czechoslovakia with Germany substitutal 1i$73, respectively. 1974 partly,
diplomatic and political relations. Promising stgoneconomic and transport
Czechoslovakia-West German relations have beeuardesd by September occupation and

entering the political normalization.
The Treaty of 1973

Since the beginning of the 70s West German diplgmeas very successful. Managed to
conclude several important agreements: with USSRSéptember 1970, 7th December
1970 in Poland, four-agreement on West Berlin i1l % transit agreement with the NDR,
17 December 1971 agreement, transport agreementAf§il 1972 and contract about
base relations with the NDR on 21st December 1P@2itive from the international view

has been preparation and negotiation at Helsinkiiecence.

On 11th December 1973 was signed a Treaty aboutuahutelations between

Czechoslovakia and Germany after long negotiatior®arague. After signing on the 10th
July 1974 in Bonn and on the 15 July 1974 in Pragaee on the 19th July 1974 the
contract in force. The treaty expressed desire ath lparties not to put their past

relationships on view to the future young generatio

13



Munich Agreement marked as invalid. At the sameetitndid not interrupt the legal
consequences arising against natural and legabmperom the period between 30th
September 1938 and 9th May 1945. Furthermore,dhigep renounce the use of force with
reference to the UN Charter, confirmed the intggaf mutual borders and territorial
integrity.

For economic and transport was V. Article of theaty an important area. According to
this treaty both parties stated that will makeHartsteps towards broader development and
their mutual relations and are at one by the faat their neighborhood cooperation in
economy, science, scientific-technical relationgfuce, environmental protection, sport,
transport and other relations are in the intere$tboth parties. Czechoslovak official
evaluation has been very moderate. "Despite effortdistract the wrong direction, it can
be said that the Treaty on Mutual Relations betw€eachoslovakia and the NSR is a
balanced document, which forms solid foundation tlee process of normalization of
relations between the two countries. The contmet victory of reason and realism. The
contract was legally known as the most complicatesll eastern contracts. By Germany -
Czechoslovakia treaty was concluded a row of biddtastern treaties of Federal Repubilic,

which cleared the way for the release of policiurope. [5, s. 38]

The treaty of 1973, was evaluated different in wéstrman policy public. While the
government representatives were of the view thditigad considerations are mutually
determining, felt some representatives of the COLSU, that the German-Czechoslovak
economic relations have greater value than palitica

Prague agreement still preceded Czechoslovakia-\8esman long-term agreement on
goods connections and cooperation in scientific testinological field of 17th December
1970, which applied to 31th December 1974. Thereshtvas appended by the protocols
of 28th June 1971 and 8th March 1972. In Decemb&d EHS did not allow concluding
bilateral trade agreements. However the contrattsconomic cooperation and scientific
and technical cooperation could be made. On 19thehber of the same year the
unlimited contract was in Bonn initialed and 22thJanuary 1975 signed. In the first half
of the 70s came the two delegations in the reviethe current development of bilateral
trade volume to the conclusion that in this pemas$ achieved considerable expansion of

14



the volume of mutual exchanges of goods and itesrdble that the exchange of goods
between the two countries could further developeréfore, the dealerships of 1967 were
appended by 1973 in Kolin nad Rynom by the estaiient of the Czechoslovak circle

and a year later, in Prague the creation of them@ey section in the Czechoslovak
Chamber of Commerce.

The second half of the 70s was marked by econoseiovery and technical cooperation,
whether it was a meeting of the Board of the Czsldwak circle and Germany section in
the Czechoslovak Chamber of Commerce, or the Catmlak Chamber of Commerce
(1975 and 1976) and Industrial Chamber of Commaearckugsburg (1976 ) or Industrial
Action Week in Duseldorfe (1975) and Technical waekPrague (1975). Similarly,
intensity of Hamburg-Czechoslovak relations in Tieés increased.

On the 9th November 1979 the cooperation agreerbetiveen the Czechoslovak
Chamber of Commerce and Ost-Auschuss der Deutdgheschaft entered into force in
order to promote economic, industrial and technicabperation. Since the mid-70s
regularly sat various commission established uradeontract of cooperation. Economic
relations were positively affected by the posdipilio establish West German own
company representations in Czechoslovakia onttinddnuary 1976.

The development of bilateral economic relations eesainly strengthen by the staffing of
economic service of Germany Embassy in Prague. &g 180 came the opening of a
trade promotion at the Embassy in Prague. Withdtheslopment of trade relations on the
personal and institutional level, however, came gtagnation in the volume of foreign
trade. Even in 1977 it were decreased, probabdytduhe Czechoslovak attempt to reduce
foreign trade deficit. On the 1th July 1980 a naw bn Czechoslovak economic relations
for abroad countries came into the force and enli®th December 1980 was in Prague
signed and on the 17th November 1983 entered orae fthe treaty about preclusion of
double taxation in the area of taxes on incomeaasets.

At the end of the 70s came Czechoslovakia-West@ercontacts to the highest level. On

the 10th and 13th April 1978 took place the firiditvof Gustav Husék in Germany. In
addition, he visited Bonn and Hamburg. On the wsitthe 11th April 1978 Husak was

15



conducted an interview with representatives of@sman economy led by the chairman
of German industry Otto Wolf von Amerongen. Von Aomegen of Germany stressed the
continued growth of bilateral economic relatiollscommon czechoslovak-west germany
declaration of 11th April 1978 it was stated thaisi necessary to create conditions for
further development of trade relations, cooperatbmenterprises, especially for a better

balance of payments and trade balance and to iragh@vstructure of trade.

In return of state visit G. Husak, came Federaklgor Minister Hans Dietrich Genscher to
Czechoslovakia on 18th until December 20th. Hig was then repeated even on 1st and 2
nd February 1983. After unsuccessful negotiatiomsnedium-range missiles between the
Warsaw Pact and NATO in the early 80's, came asigah worsening of mutual
Czechoslovakia-West German relations. The situatbanged after the warming of
relations between Bonn and Moscow in the secoritbh#he 80-ies. [5, s. 39-40]

3.1.1 Development of the Czechoslovak foreign tradeith the Federal

Republic of Germany

Czechoslovakia belonged to a smooth and most pal@r of its obligations to Germany.
Since 1980, first came to the mutual balance adetrand in later years even in shift in
favor of Czechoslovakia. In the 80s there was dirdedn mutual business exchange,
caused only course of world economic cycle (infiatithe situation of public funds,
soaring commodity prices and energy conservatiends of EHS), but also autarkical
measures of Czechoslovakia. In the period 1968-1288hoslovakian export grew from
861 million. K&s to 6 138 million. Ks, more than 7 times. The most significant growith i

volume of exports expressed iidkwas associated with the years 1968-1969 (50 %).

Permanently Czechoslovakian export grew after 1@x8ept for the years 1981-1982.
Expressed as a percentage of Czechoslovak expertsotable peaks in 1971 (6,2 %).
After 1973, Germany reached the highest share 74,16.9%. Then fluctuated between 6-
4 %. Czechoslovakian import from Germany has urmlezga similar development and
except for years 1980-1985, however, prevailed omgoorts. Official Czechoslovak

16



statistics of Czechoslovak imports from Germargoréed a significant increase in the
years 1968-1969, by 45 %. The growth of volumetiooed in next years except the
1975-1976. Share of Czechoslovak imports from Geynas a percentage in the period
1969-1979 showed a roughly 6 %. Until 1988 there avadecline to 4,6 %.
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Graph no. 1: Czechoslovakia-West German exportoitngnd sales in the years 1968-1988 in mils,K
Source: [4]

Translation key:

mil. Kés — milion Czechoslovak koruna
rok - year

export — export

import — import

obrat - turnover
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3.1.2 Development of West German foreign trade witCzechoslovakia

Between 1968-1988, the exchange of goods betwasesstxpanded. Export of Germany
to Czechoslovakia increased from 460,8 million. D&krman Mark) to 2,198.9 million.
DM, a 4,7 times. Exports grew continuously withlditvariation in the course in the 70s
and the first half years of the 80's. It shouldblear in mind however, that for Germany
played exchange of goods from neighboring Czeolagkia in a total trade no big role.
The share of Czechoslovakia to western Germanyrexoal import remained throughout
the examined period very low. In the export or imgoade with Czechoslovakia has not
even gain one percent. The largest share of Wash&weexport recorded in 1971 (0,95 %)
in the 80s, by contrast, stood only at 0,5 %. Dgwelent of the West Germany imports
from Czechoslovakia slowly, but still showed a tmcly of growth. Overall, it increased
from 707,4 million DM to 2 438,6 million. DM, thas only 3,4 times between 1968-1988.
West Germany import achieved the largest share9%0 10,93 %) in the 80s was only
0,5 %.
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Graph no. 2: West German-Czechoslovak export, itrgoat sales in the years 1968-1988 in mil. DM
Source: [4]
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Translation key:

mil. DM — milion German marks
rok - year

export — export

import — import

obrat - turnover

3.1.3 Commodity structure of Czechoslovakia-West Gmany foreign

trade

In the period 1975-1980 Czechoslovak exports tar@ey participated on average in fuels
and raw materials (43,2 %), consumer goods (20,2ct®mical products and fertilizers
(11,7 %), food (9,9 % ) and machinery, equipmert @ansport equipment (9,4 %). This
structure, however, did not correspond to the pdiéss of both partners. Export to

Germany was as follows, metallurgical and chempralducts, glass, fabrics, paper and

raw materials.

Conversely, from Germany were imported machinevgstment-intensive and equipment,
with higher technical parameters, chemical produbdswest Berlin were exported mainly
fuels and chemical products, from west Berlin wengported chemical products,
machinery, equipment and vehicles. In Czechoslavakxport was succesfully and

gradually reduced the proportion of raw materiald eatermediate goods.

The most represented items in Czechoslovakia expo@ermany at the end of the 80's
(1988) were industrial consumer goods (34 %), chahproducts (14,8 %), raw materials
and semi-free fuels (14 %), fuels (11,5 %), foog8 (%), machinery, equipment and
transport equipment (8,2 %) and agricultural rawtemals (4,9 %). In Czechoslovakia
import was handled about machinery, equipment tadsport equipment (57,5 %),
chemical products (17,8 %), industrial goods (1%)3 raw materials and semi-free fuel
and food (4,1 %) and agricultural raw material§ @). [5, s. 41-42]
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3.1.4 Conveying and political relations

A very important step in the transport relationsween East and West was the Helsinki
Conference on security and cooperation in Eurod®#b. The Final Act No. 6, relating to
transport, indicated the requirement of adaptingiadtrative and technical provisions for
traffic safety, and also inland voyage. Germany inastained the position of the leading

western Europe trading partner of Czechoslovakibadso the main transport partner.

Retained remained ferry and transit through GermsmyHamburg. Determining the
rational considerations, dictated by their mutuabr@mic interests and geographic
proximity. The Elbe saved Czechoslovakia foreigrchemges, Hamburg has been a
traditional Prague harbour respectively Czechodlava port. Germany used
Czechoslovakia as a natural background of Hambawidle it was a significant share.
Showed that the cooperation of two geographicdtigec countries and their interest in this
cooperation are objectively more weight than pzditiand ideological aspects of the
declaration. Mutual contacts had to exist from simmple reason that, for example in
transport infrastructure had to be maintained crmsection of european freight and

passenger transport.

Tacitly was recognized the internationalization toé Elbe. The principal means of
transport for mutual Czechoslovakia-West Germaiglitewas and remains railway. In
1986 it was transported to Germany a total of 8 BHTillion. t by railway, 5 796,0 million.

t on the road and 1 226,8 million. t on the wa@her shipments were by air.

Completely unheard remained efforts to open addfiorail and road crossing
czechoslovakia-westgermany gate ways, but Czechaisioarty did not have interest from
power-political reasons, then formaly Czechosloaatid have not enough funding and
staff.

In West German transport literature at the begmnad the 70s appeared the views

indicated that because of absence of diplomatatiogls have Elbe voyage administrative

acts no "legal binding" but it would be desiraldesstablish a new committee composed of
States, operating on Elbe voyage mainly on techaiwé economic point of view.
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West Germany party should be prepared to respectights of the old Czechoslovakia.
For disadvantage of Hamburg, there was an Easlecrelffort redirecting the load lines to

seaports, the so-called People's State and prognthie importance of the Danube as
"socialist® water artery and further, competitiomorh Dutch and Belgian ports.

Nevertheless Hamburg at all times maintained thstipa of the most important western-
europe port for Czechoslovakia. [5, s. 42-43]
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Graph no. 3: Goods destined to Czechoslovakia aed®slovakia through Hamburg between 1975-1985 in
t. (General Trade)

Source: [4]

Translation key:

t —tons

rok — year

Hamburk{eskoslovensko — Hamburg-Czechoslovakia
Ceskoslovensko-Hamburk — Czechoslovakia-Hamburg
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3.2 Conclusions

Importance of Czechoslovakia-German trade relatan transport links results not only
from geopolitical position of Czechoslovakia andr@any in central Europe, but also
from the intensity of their bilateral economic cacts and contacts with other partners.

Conclusion of the treaty on the establishment rallé agencies and regulation of
commodity and the payment system in 1967 heralthedestablishment of diplomatic
relations in 1973, respectively 1974. This normalion of mutual political relations did
not affect significantly the volume of foreign exciye. Dealership of 1967, respectively.
1968 was amended in 1973 by Czechoslovakia Circfe Bast Committee

(Tschechoslowakischer Kreis des Ost-Auschuses)iratiie 1974 Section of Germany in
the Czechoslovak Chamber of Commerce (Sektion BRDer Tschechoslowakischen
Handelskammer). Promising commercial and transgréchoslovakia-West German

cooperation has been hampered, however, afterdg® Spring.

Throughout the postwar development we can recdetast in developing political and
commercial traffic and political relations on batides. It can be explained by geographic
location, economic structure and interests of trafleaw materials, intermediates and
products. Yet, the Czechoslovakia-west Germany teggans on the establishment of
agencies, the long-term commercial contract for mbemalization of mutual political
relations took much longer than the rest of théegadloc.

As the main obstacles should be shown Czechosldeatand nullification of the Munich
Agreement of 1938, understanding of different posg of West Berlin and the small
flexibility of the Czechoslovak foreign policy, dhe one hand, and the intransigence of
the BRD on the other side. Despite this long disitus and establishing normal relations,
external trade or traffic-political relations bewwe Czechoslovakia and Germany were

never interrupted.
Compared with the pre-war development was, howeer,volume of trade in goods

incommensurable small. The volume of mutual fordigwle surprisingly did not increase

even after the establishment of diplomatic relatiom 1973, actually 1974, a greater
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influence on him was rather the signing the comtedmut the exchange dealerships in
1967, respectively. in 1968. The volume of mutuaéchoslovakia-West Germany trade
continuously increased. While the share of Czedwa&l foreign trade on Germany trade
did not show a percentage, share of West Germaug ton the trade with Czechoslovakia

reached several times to increase 5-6 %.

However Germany has remained the most importantt vieasopean partner of
Czechoslovakia throughout the postwar period, winels given not only by location, but
also by the structure of supply and demand, resedgtby shortcomings in the goods
market in Germany. On the other hand Czechoslovakén in most favorable mutual
trade relations between each other, was placed thifourth place in the Germany market
among all of the Eastern bloc, behind the USSRn&laind Poland, which was given by
the mutual interest, structure and size of the malwf trade in goods, in case of USSR and

China even because of their power-political ankitamny-strategic weight.

Under these circumstances, it is not wonder thanllag was left the most important
western european seaport (except Yugoslav Rijeka) (zechoslovakia and became
equivalent to the transport business competitoesirst and Gdyne, regardless of their
preference for political reasons. The volume ofditaand export and import via Hamburg

continued and gradually grew. Czechoslovak renezomHamburg retained.

The importance of Hamburg for the Czechoslovaksitaronsist in geographical proximity
on one hand and quality services and a wide comatearifer connections with the world
and in foreign exchange savings as well. On therottand, transit through Hamburg
presented as important factor not only from ecowofmut also from political and
commercial view. Germany had interest about conmestbetween Hamburg and Prague,

since it guarantees a reliable base in terms o€sal).

All changes and problems after World War 1. whatcurred by the shaping of the main
traffic load currents in central Europe, is necegda look up primarily at a different
power-political and ideological development of ttveo blocks. The reality, however,

ultimately forced both sides to seek compromisgs[37-48]
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4 Mutual trade relations analysis between the Sla@ak Republic

and the Federal Republic of Germany after 1989

4.1 Development of foreign trade of SR and NSR ithe period 1993-2007

Federal Republic of Germany is the most importeading partner of the Slovak Republic
and since 1998 refer to nuber one from tradingneastof Slovakia. Import from the NSR
to the total import of the SR participated in 2085620,97 %, while in 1993 it was only
11,42 %. The highest growth German export to H@vevas recorded between 1996 and
1998. This was connected with a significant inceeas purchasing power of domestic
demand in Slovakia in that period and this spuowgh was due to the continuing trade

barriers removal between EU countries and Slovakia.

Within each classification SITC has NSR the highglshre of total imports in group

7 - Machinery, equipment and transport equipm2a{94 %), 4 - Animal and vegetable
oils, fats and waxes (23,11%) and the number 8 sc&lianeous manufactured articles
(22,96 %). From insight into the German imports see, that the most prominent goods
are cars, trucks and equipment, transport equipraedt parts of electronic industry

products.

On Slovakia's total export the Germany were invdhe 2007 by 21,50 %, while in 1993

it was only 15,18 %. The most significant increasexport was recorded (as was the case
for import) between 1996 to 1998 (33,87 % respebtiv4dl, 73 %). Between 2002 and
2003 was recorded even 46,4 % increase, which veaslyrdue to the commencement of
production (and export) more expensive models ofgraup Volkswagen in Bratislava,
DNV. The largest share of export had NSR under StlBSsification in classes 7, 8 and 4.

According to MHSR (Ministry of Economy) in 2007 tkeewere to the NSR exported the
most the cars, bodywork of motor vehicles, partsa&cessories for motor vehicles (30 %).
Based on the above data it can be concluded thtteirSlovak export to Germany has
automotive and engineering products traditionaliminant place. Other major export
commodities are electrical products, iron and st@aktics and rubber, paper, paperboard,
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mineral oils, textiles and shoes. The most impadrexporters to the NSR are mostly
multinational international firms have establish@@duction facilities in Slovakia. The
structure of import is similar to yet stronger fsan products of engineering and electrical
engineering. [13, s. 59]
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Graph no. 4 : Trade with Germany, 2003-2005
Source: [13]

Translation key:

objem obchodu (mil. SKK) — trade volume (milion & koruna)

obdobie — period

podiel na ZO SR celkom — share on the Foreign Toddlee Slovak Republic summary
dovoz — import

Vyvoz — export

saldo — balance

podiel na celkovom dovoze — share on the total mnpo

podiel na celkovom vyvoze — share on the total expo

4.1.1 Trade relations between Germany and Slovakia

In the area of trade cooperation belong Germaagittonally among the most important
partners of Slovakia, while mutual foreign tradentwer has consistently upward trend.
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Federal Republic of Germany transferred in 1998ltmplace in foreign trade of the
SlovakRepublic and since than has maintained #addrship position with a significant
distance. In 2008, from Slovakia to Germany werngoebed goods worth over 9 billion.
EUR and import from NSR was 9.5 billion. EUR. Thetoal trade turnover amounted to
19.1 billion. EUR. In 2008 compared with 2007 exptecreased by 1.3% and import rose
by 4.1%. Slovak Republic is situated on 22nd plagkin the NSR import and 21st place

from the view of German export. [21]

"Foreign trade policy is a set of principles, toalsd means by which the state consciously

stimulate received development trends in foreigdérfor its own economy10, s. 177]

2001 2002 2003 2004 2005 2006 2007 2008 1-6
2009
dovoz 176 206 169 195 210577 220282 223813 202286 614| 298.394 90.171
Vyvoz 165 168| 169 528 247560 255628 259277 292\2305471| 301.443 112.13

obrat 341 374 338 724 458 138 475910 483 P90 864 $92 085 599.837 202.310
saldo -11 037| 333 36984 3534p 35465 19501 ¥883.049 21.968§

©

Tab. No. 3: Development of foreign trade betweeavé&ltia and Germany in 2001-2008 (million. SKK)
Source: [19]

Translation key:
dovoz - import
Vyvoz — export
obrat — turnover

saldo — balance
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Komodita SITC2 Dovoz Index | Podiel na
2008 08/07 | celkovom
v tis. eur importe v %

Cestné vozidla 2 496 427 124 26,02

Elektrické zariadenie, pristroje 791 385 104 |83

a spotrehie

Stroje a zariadenia vSeobecne pouzivané 655 914 112 6,9

v priemysle

Stroje a zariadenia na vyrobu energie 629 329 179.6 6

Odborné, vedecké a riadiace pristroje a zariadeni&03 706 63 6,3

Kovové vyrobky 575 135 112 6,0
Zariadenie na telekomunikaciu 439 899 245 | 4,6
a zaznam a reprodukciu zvuku

Zelezo a ock 301 761 96 3,2

Strojné zariadenia predité odvetvia 268 741 124 | 2,8
priemyslu

R&zne vyrobky 261 605 113 2,7
Vyrobky z gumy 238 731 105 2,5
Lieciva a farmaceutické vyrobky 197 632 109 2,1
Textilna priadza, tkaniny, trhové 183 022 95 1,9
vyrobky z nich

Plasty v prvotnej forme 171 349 120 1,8
Kovoobrébacie stroje 159 544 114 1,7
Plastické hmoty v neprvotnych formach 129 503 11p 4 1
Papier, lepenka a vyrobky z nich 127 116 109 1,3
NeZelezné kovy 113 950 98 1,2

Chemickeé prostriedky a vyrobky 104 274 99 1,1

Vyrobky z nekovovych nerastov 93 277 125 1,0

Tab. No. 4: The most important commadities of Skowvaports from Germany in 2008
Source:[20]

Translation key:

Komodita SITC2 — comodity SITC2 (Standard Interoiadil Trade Classification)
Dovoz 2008, tis. eur — Import 2008, thousand Euro

Index — index

Podiel na celkovom importe — share on the totabirhp

Cestné vozidla — road vehicles

Elektrické zariadenie, pristroje a spotebt electrical equipment, apparatus and
appliances

Stroje a zariadenia vSeobecne pouZivané v prieraysiachinery and equipment
commonly used in industry

Stroje a zariadenia na vyrobu energie — machinedyeguipment for energy production

27



Odborné, vedecké a riadiace pristroje a zariadepi@fessional, scientific and controlling
instruments and equipment

Kovové vyrobky — metal products

Zariadenia na telekomunikaciu a zaznam a reprakwzy telecommunication equipment
and sound recording a reproducing

Zelezo a ock— iron and steel

Strojné zariadenia pre dité odvetvia priemyslu — machinery for particuladustries
R6zne vyrobky — various products

Vyrobky z gumy — rubber products

Lieciva a farmaceutické vyrobky — medicinal and pharengical products

Textiln& priadza, tkaniny, trhové vyrobky z nictextile yarn, fabrics, and market
products from them

Plasty v prvotnej forme - plastics in primary form

Kovoobrabacie stroje — metalworking machines

Plastické hmoty v neprvotnych formach — plasticseénondary forms

Papier, lepenka a vyrobky z nich - paper, papetbaad articles thereof

NeZelezné kovy — non-ferrous metal

Chemické prostriedky a vyrobky — chemical substararel products

Vyrobky z nekovovych nerastov — non-metallic min@raducts
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Komodita SITC2 Vyvoz 2008| Index 08/07| Podiel na celkom
v tis. eur exporte v %
Cestné vozidla 2 545 228 94 26,4
Elektrické zariadenia, 1001611 104 10,4
pristroje a spotrebte
Stroje a zariadenia vSeobecne 880 056 124 91
pouZzivané v priemysle
Zariadenia na telekomunikaciu a | 705 650 116 7,3
zaznam a reprodukciu zvuku
Vyrobky z gumy 479 447 115 5,0
Zelezo a ock 459 823 115 4,8
Kovové vyrobky 392 903 115 4,1
Obuv 301 372 156 3,1
Nabytok a jeho diely 277 418 114 2,9
Odevné vyrobky a doplnky 251 242 92 2,6
Stroje a zariadenia na vyrobu energie 244 088 109 5 2
R6zne vyrobky 231 041 111 2,4
Strojné zariadenia pre dité 214 279 118 2,2
odvetvia priemyslu
Textilna priadza, tkaniny, trhové 178 168 111 1,8
vyrobky z nich
Prefabrikované budovy, vyrobky | 173 049 121 1,8
zdravotnicke, inst.
Papier, lepenka a vyrobky z nich 147 205 93 1,5
Ostatné dopravné a prepravné 119 232 215 1,2
prostriedky
Ropa, ropné vyrobky a pribuzné | 100 669 95 1,0
materialy

Tab. No. 5: The most important commadity of Sloeakorts to Germany in 2008

Source: [20]

Translation key:

Komodita SITC2 — comodity SITC2 (Standard Intermiadil Trade Classification)

Vyvoz 2008, tis. eur — export 2008, thousand Euro

Index — index

Podiel na celkovom exporte — share on the totabexp

Cestné vozidla — road vehicles

Elektrické zariadenie, pristroje a spotebt electrical equipment, apparatus and
appliances

Stroje a zariadenia vSeobecne pouZivané v prieraysiachinery and equipment
commonly used in industry

Zariadenia na telekomunikéciu a zaznam a reprakwzy telecommunication equipment
and sound recording a reproducing

Vyrobky z gumy — rubber products
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Zelezo a ode— iron and steel

Kovové vyrobky — metal products

Obuv — shoes

Nabytok a jeho diely — furniture and its parts

Odevné vyrobky a doplnky — apparel and clothingeaocies

Stroje a zariadenia na vyrobu energie — machiaedyequipment for energy production
R6zne vyrobky — various products

Strojné zariadenia pre dité odvetvia priemyslu — machinery for particuladustries
Textiln& priadza, tkaniny, trhové vyrobky z nictextile yarn, fabrics, and market
products from them

Prefabrikované budovy, vyrobky zdravotnicke, instgrefabricated buildings, medical
products, installation

Papier, lepenka a vyrobky z nich - paper, papetbaad articles thereof

Ostatné dopravné a prepravné prostriedky — otbaht and transport equipment

Ropa, ropné vyrobky a pribuzné materiély - petnwmlepetroleum products and related

materials
Obdobie | Import z NSR Export do NSR Saldo
Poradie| Mil. Podiel | Medziratna | Poradie| Mil. Podiel | Medzirazna | Mil. Eur
Eur na ZO| zmena % Eur na ZO | zmena

NSR NSR | %

% %
2002 31 4077,8 0,6 +3,9 23 5080,2 1,0 +19,2 2000
2003 23 5179,9 0,8 +27,0 20 73349 1,4 +44,4 551
2004 24 5524,1 0,8 +6,6 22 73647 1,3 +0,4 +11840
2005 24 5956,4 0,8 +7,8 23 68783 1,1 -6,6 +919,2
2006 21 73217 0,8 +22,9 23 784%3 1,0 +14,1 #5273
2007 21 848453 0,9 +15,9 22 90427 1,2 +15,3 #2558
2008 23 8587,1 0,8 +4,4 20 88838 1,8 -1,75 +26,7

Tab. No. 6: Development of foreign trade betweeraB& NSR in the years 2002-2008
Source: [20]

Translation key:

Obdobie — period

Poradie — order

Import z NSR — import from Germany
Export z NSR — export to Germany
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Saldo — balance
Podiel na ZO NSR % - share on the Foreign Tradgesmany in %

Medzirotna zmena % - year-on-year change in %

Slovak Investment Companies in Germany

German market is particularly important for Slowakisermany is the largest economy in
the eurozone and has traditionally been among th&t mmportant economic partners of
Slovakia. It is the second largest foreign invegtd8lovakia (NBS).

Investments of German companies in Slovakia

The biggest German investors in Bratislava is Molkgen Slovakia. In Slovakia, the
Volkswagen group operates through its subsidiarglk®&vagen Slovakia, which is
manufacturing and assembling enterprises. The kldaatory produces the German
carmaker Volkswagen Touareg, Audi Q7, Porsche Qayerhicle part, and since March
of this year, Skoda Octavia. In addition to carmgkin Bratislava, the German carmaker
also operates in Martin, where has the factoryrtmypce transmissions and components
for transmissions and in KosSice, where it has dpmran preparing cars for export to
Russia.

Among German investors (Bavaria), established lovékia belong major industrial
companies, Siemens, Osram, BSH Drives and PumpS, AAomotive, INA Schaffler,

EON Energie, Leoni, Infineon Technologies, Megdiéannesmann Sachs, a financial
company Allianz and Hypovereinsbank. They are magko most important operators in
Slovakia and also the most important German investsiin Slovakia. Only the Bavarian

investments reached the value of 660 million EUBIlwvakia.
The last reported investment of Bavaria is an inmesat company Mihlbauer AG, which

invests 500 million. SK in Nitra in the constructiof the plant for the production of

technological equipment for smart chip cards.
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"The results of foreign trade affect the proporatity of economic development, its
efficiency and level of qualifying parameters, ssatind prospects of the country in the
world economy, of course, in comparison with ottmuntries.“[7, s. 61]

Exports from Slovakia to Germany

Slovak Republic export goods to the Land of Lowakd@y, where Volkswagen is based
and currently cars and their components are tlgesarexport item from SR to NSR. To
the most important federal regions in terms of Skoexport are: Bavaria, North Rhine-

Westphalia, Hessen and Baden-Wdurttemberg.

Slovak export to Germany in 2007 compared to 2@@fstered an increase of 15,3 % and
amounted to 9 042,7 million EUR. Imports from Genyaose against the 2006 about
15,9 % and reached 8 484,5 million EUR.

The total trade exchange turnover accounted fo5277 mil. EUR in 2007 compared to
2006 grew by 15,6 %. Surplus on the Slovak sidehe@ the volume of 558,2 million
EUR in 2007 and was compared with the same peribd2®6 up by 6,6 %.
For the first half of 2008 was from Slovakia to @any exported goods amounting to
5031,7 million. EUR and import value of goods antednto 5 158,2 million EUR
indicating a nearly balanced account of the Sldea&ign trade with Germany.

The main commodities of Slovak export to NSR inelutbad vehicles (30%), electrical
equipment and appliances (10,7 %), industrial nreelyi (7,9 %), iron and steel (4,4 %),
rubber products ( 4,6 %), telecommunications eqeipnand reproducing apparatus (6,7
%), metal products (3,8 %), clothing (3 %), machynand power generation equipment
(2,5 %), furniture ( 2,7%), footwear (2,1%), pamerd paperboard (1,8 %), petroleum
products (1,1 %), non-ferrous metals (1 %)
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Import of German products to Slovakia

The major items of Slovak import from Germany irD20wnere parts and accessories for
motor vehicles (26,4 %), industrial machinery (178), electrical machinery and
equipment (13,9 %), optical instruments and equiEn{®,6 %), plastics and articles
thereof (5,2 %), iron and steel (4 %), rubber arictlas thereof (2,7 %), iron and steel

(2,5 %), pharmaceuticals (2 %), paper and artitleseof (1,4 %).

International Fairs

Germany is considered the world's top trade fald there annually up to 140 trade fairs.
German fairs and exhibitions are of high qualitgernational participation and significant
interest in professional and lay public. Participatin international fairs not only allows

companies to penetrate the German market, butlyst@itracts are closed in these fairs

respectively, establishing contacts at the Europeanglobal companies.

The most important trade fairs take place in thgesiof Hanover, Munich, Berlin,

Dusseldorf, Frankfurt, Cologne.

Other major exhibition cities are Stuttgart, LegpzNuremberg, Hamburg and Essen.
Information and an overview of trade fairs can b&amed from the German organization
AUMA (Ausstellungs Messe und Ausschuss der Deutsche&/irtschaft eV).
Internet Portal AUMA www.auma.de provides detailatbrmation on all exhibitions in

Germany. [14]
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Territorial structure of Slovakia's foreign trade in 2003-2008

Dovoz v % Vyvoz v % Bilancia

v mil. Sk v mil. Sk v mil. Sk
SR Celkom 827,603 100.00 803,238 100.00 -24,365
EU 615,648 74,37 679,426 84,59 63,946
Nemecko 210,632 25,45 247,680 30,84 37,048
Taliansko 50,995 6,16 60,132 7,49 9,137
Rakusko 36,206 4,37 59,726 7,44 23,519
Francuzsko 35,068 4,24 28,196 3,51 -6,872
Britania 17,627 2,13 16,960 2,11 -667

Tab. No. 7: Territorial structure of Slovakia'sdgmn trade in 2003
Source: [16]

Translation key:

Dovoz v mil. Sk — import in million Slovak koruna
v % -in %

Vyvoz v mil Sk — export in million Slovak koruna
Bilancia v mil. Sk — balance in million Slovak ko
SR celkom — Slovak Republic in total

EU — European Union

Nemecko — Germany

Taliansko — Italy

Rakusko — Austria

Francuzsko — France

Britania — Great Britain
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Dovoz v % Vyvoz v % Bilancia

v mil. Sk v mil. Sk v mil. Sk
SR Celkom 942,160 100,00 895,205 100,00 -46,955
EU 693,530 73,21 762,499 85,18 68,969
Nemecko 224,397 23,82 256,791 28,69 32,394
Taliansko 52,645 5,59 57,051 6,37 4,406
Rakusko 40,258 4,27 70,230 7,85 29,972
Francuzsko 34,485 3,66 32,340 3,61 -2,145
Britania 17,132 1,82 25,759 2,88 8,627

Tab. No. 8: Territorial structure of Slovakia'sdn trade in 2004
Source: [16]

Translation key:

Dovoz v mil. Sk — import in million Slovak koruna
V% -in %

Vyvoz v mil Sk — export in million Slovak koruna
Bilancia v mil. Sk — balance in million Slovak ko
SR celkom — Slovak Republic in total

EU — European Union

Nemecko — Germany

Taliansko — Italy

Rakusko — Austria

Francuzsko — France

Britania — Great Britain
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Dovoz v % Vyvoz v % Bilancia

v mil. Sk v mil. Sk v mil. Sk
SR Celkom 1,070,893 100,00 994,571 100,00 -76,322
EU25 763,237 71,27 849,536 85,42 86,299
Nemecko 223,813 20,90 259,227 26,07 35,465
Taliansko 50,958 4,76 65,776 6,61 14,819
Rakusko 40,662 3,80 70,383 70,07 29,621
Francuzsko 34,761 3,25 38,811 3,90 4,050
Britania 19,458 1,82 30,902 3,11 11,444

Tab. No. 9: Territorial structure of Slovakia'sdgmn trade in 2005

Source: [17]

Translation key:

Dovoz v mil. Sk — import in million Slovak koruna

V% -in%

Vyvoz v mil Sk — export in million Slovak koruna

Bilancia v mil. Sk — balance in million Slovak ko

SR celkom — Slovak Republic in total

EU — European Union

Nemecko — Germany

Taliansko — Italy

Rakusko — Austria

Franclzsko — France

Britania — Great Britain
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Dovoz v % Vyvoz v % Bilancia

v mil. Sk v mil. Sk v mil. Sk
SR Celkom 1,330,986 100,00 1,239,359 100,00 -91,627
EU25 905,688 68,05 1,055,009 85,13 149,321
Nemecko 272,720 20,49 292,222 23,58 19,502
Taliansko 60,248 4,53 80,232 6,47 19,984
Rakusko 44,891 3,37 74,441 6,01 29,550
Francuzsko 43,114 3,24 53,408 4,31 10,294
Britania 19,697 1,48 48,278 3,90 28,581

Tab. No. 10: Territorial structure of Slovakia'seign trade in 2006

Source: [17]

Translation key:

Dovoz v mil. Sk — import in million Slovak koruna

V% -in%

Vyvoz v mil Sk — export in million Slovak koruna

Bilancia v mil. Sk — balance in million Slovak ko

SR celkom — Slovak Republic in total

EU — European Union
Nemecko — Germany
Taliansko — Italy
Rakusko — Austria
Francuzsko — France

Britania — Great Britain
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Dovoz v % Vyvoz v % Bilancia

v mil. EUR v mil. EUR v mil. EUR
SR Celkom 43,884 100,00 43,559 100,00 -325
EU25 30,404 69,28 37,843 86,88 7,438
Nemecko 8,08 20,07 9,420 21,63 612
Taliansko 1,784 4,06 2,81 6,43 1,017
Rakusko 1,379 3,14 2,519 5,78 1,139
Francuzsko 1,752 3,99 2,987 6,86 1,235
Britania 600 1,37 2,085 4,79 1,485

Tab. No. 11: Territorial structure of Slovakia'seign trade in 2007

Source: [18]

Translation key:

Dovoz v mil. Sk — import in million Slovak koruna

V% -in%

Vyvoz v mil Sk — export in million Slovak koruna

Bilancia v mil. Sk — balance in million Slovak ko

SR celkom — Slovak Republic in total

EU — European Union

Nemecko — Germany

Taliansko — Italy

Rakusko — Austria

Franclzsko — France

Britania — Great Britain
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Dovoz v % Vyvoz v % Bilancia

v mil. EUR v mil. EUR v mil. EUR
SR Celkom 46,925 100,00 46,627 100,00 -298
EU25 31,549 67,23 39,768 85,29 8,29
Nemecko 9,429 20,09 9,485 20,34 56
Taliansko 1,747 3,72 2,757 5,91 1,010
Rakusko 1,365 2,91 2,676 5,74 1,311
Francuzsko 1,896 4,04 3,181 6,82 1,285
Britania 633 1,35 2,191 4,70 1,557

Tab. 12: Territorial structure of Slovakia's foreigade in 2008
Source: [18]

Translation key:

Dovoz v mil. Sk — import in million Slovak koruna
V% -in %

Vyvoz v mil Sk — export in million Slovak koruna
Bilancia v mil. Sk — balance in million Slovak ko
SR celkom — Slovak Republic in total

EU — European Union

Nemecko — Germany

Taliansko — Italy

Rakusko — Austria

Francuzsko — France

Britania — Great Britain
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4.1.2 Slovakia-German economic relations

Transparent and simple tax system is the biggdsacdon for foreign investors in

Slovakia. In addition, for the benefit of the skdl workforce and lower wage levels
compared with surrounding states. With EU membprsbiovakia is part of the European
internal market. In addition, public infrastructuespecially in the west country is well-
built. This potential used in recent years manyn&ar companies.

Meanwhile, Slovakia has over 400 active compamiék the participation of German
capital. Among these belong reputable groups dam) Deutsche Telekom, E. ON, RWE,
Siemens and Volkswagen, as well as numerous snimedium enterprises.

Effects of German companies, however, shows a isg¢dtrus, dominated by automotive
and metalworking industries. This development canelzplained by large number of
suppliers who follow the big companies in Slovakidiere there was no transfer of their
seat. Companies meanwhile discovered Slovakia ati@ttive sales market.

This was reflected by the high share of Germanyfaneign direct investments: one fifth
of foreign investments come from Germany. Especiamll 2000 and 2002, the share of
Germany in direct investment is at around 50 percéatal volume of investments of
German companies is now over two billion euros.otigh the inflow of foreign capital

new technologies were transferred this increased dbmpetitiveness of the Slovak
economy. German investors contributed to securibigs jand to the infrastructure
development in the region.

Reliable economic relations between Germany andtheak reflecting lively in foreign
trade of both countries. Germany is traditionattcoeer of Slovak export commodities, as
well as the most important foreign market. Slovakport from Germany in the period
from January 2003 to October 2006 rose by 61 perednle the volume of exports in the
same period rose by as much as 72 percent. Budioesses almost 60 percent on the
automobile, engineering and electronics industmdsch are traditional in both countries
and major economic sectors. In addition, bilatérade - already at a smaller scale — also
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focuses on textiles and chemical products. In poisitive atmosphere in the summer of
2005 followed the establishment of Slovakia-Gerr@damber of industry and commerce
(SNOPK). Found interest in bilateral trade and hess cooperation was inspired to create
institutions that would support trade and economalations between Germany and Slovak.
The chamber is the first point of contact for Gemncampanies planning to engage in the
Slovak market. Represents the interests of Gerrmanoeny in Slovakia and supports up
Slovak companies to enter the German market. Botspfor German companies in
Slovakia regarding the future are promising. Thev&kia belongs to the fastest growing
economies of the EU - only in Estonia and Latvighler growth in gross domestic product
(GDP) is expected.

In particular, the creation of stable economic dedal frameworks and transparent
allocation of public contracts, as well as fightiogrruption and bureaucracy behind the
progress made is still behind expectations. Needafiditional reforms, Slovakia has
continued in the areas of labor market, health eddcation, as well as research and
development. [24]

"The trade balance can skew from the balance eldmei country does not change the
tendency to import. This tendency depends on tbknation to consume and on the
competitiveness of domestic goods in world markéte tendency of imports also
increased, if competitiveness of the country dessraa the world market. Such a change
may occur as a result of innovation and technolaimackwardness of the country to the
rest of the world or due to increased inflatiof6; s. 64]

4.2 Main sector of German economy

Automotive
For the first nine months of 2009 more than 3 omllinew passenger cars were sold in

Germany, an increase of 600 000 (+26 %) car frashyaar. This enormous increase in

demand for cars in the domestic market was assacwith the introduction of so-called
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Srotovné (Umweltpramie) and change the motor Vehax. While German car export fell
by 26 % to September 2009 and production recordizteease of 18 %, perhaps it can be
believed that the 4th quarter of 2009 will be puwsifor the German automotive industry
because of steady state foreign markets and trstirgxilarge state contracts. Sales of
commercial vehicles has been weakened througheutdéar. There was recorded decrease
in demand for commercial vehicles by 30 % and ebpf@il by 63 % on domestic market
since the beginning of 2009. In regard of weakemeswing on the domestic market as
well as in foreign markets has been manufacturarg o the Germany decreased by 58 %.
Production of commercial vehicles declined in 20087 %.

Engineering

In the period from January to August 2009 thers waignificant decrease in production
in German engineering industry for more than 26F4deration of German engineering
industry foresees a fall in production at the efdhis year with more than one fifth
compared to 2008. Germany engineering industry eyepl in the third quarter of
approximately 928 000 workers representing a dedtimm 2008 to 26 000 jobs.

By the end of 2009, experts expect a further dedlif more than 44 000 jobs. Given the
fact that the German engineering industry reactgechinimum for orders in 2009, officials
of that sectors do not expect their next fall iL@0In contrast, in the second half of 2010

they calculate with a slight increase in production

Construction

Although the economic recession did not overpaserfan construction, a decrease of
production and turnover of this sector was sigaifity lower than in other industrial areas.
A significant decrease has seen this year in theetlareas of the German construction
sector (housing construction, economic constructpublic building), mainly due to the

economic construction investment restraint. The anpositive appears the situation in
housing construction, resulting from upswing acttaken by the Federal Government.
Significant increases are expected in public coestbn. From April 2009 was in this area
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a significant increase in orders, thanks to govemt support measures. The nominal
decline of the industry's turnover amounts to 31%eal terms of about 4,5 %. The German
construction industry employs approximately 688 Q@frkers representing a decrease
from last year by 2,5 %.

Chemical Industry

After the fall in production of the industry atettiurn of 2008/2009 slight increase in the
meantime occurred. Production of the industry iD2@lecreased by 15,5 % and the
turnover of both domestic and export markets dedlimy 18 % compared to 2008.

Representatives of the chemical industry in Gernepecting improve of the situation in

the sector in 2010.

Electrical Industry

Electrical industry is in Germany's second largestustry. Given its wide range of
production has German electronics industry gresulffjered from financial and economic
crisis. Between the January and August last yedesdell from 27 % (2008: 184 billion
Eur), orders decreased by 34 % and manufactureded@ decrease of more than 25 %.

Of 827 000 employees in this industry has undezgbis year over 156 000 employees
in the so-called short-time working. In 2010 desee@n electrical production industry by
about 20 % is expected.

Steel and metal industry

The boom of German steel and metals industry hasrded a significant decline.

Production of steel and metals industries fell yrenthan 30 % and exports by almost 7%
compared to last year period. The aim of the regmtasives of the industry is given the
decline in production to a maximum 20 % limit. metsteel and metal-working industry
was now of more than 5 % of jobs cleared and né&#il96 of businesses were forced to

move to a shortened working hours.
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Information and Communication Technologies

High-tech industry in the Federal Republic of Gemgna one of the sectors that were least
affected by financial and economic crisis. Under ¢brrent prognosis turnover of products
and services, information and communication teabgyin 2009 decreased only 2,5 % to
142 billion. Eur. Turnover in the information tediogy declined by 2.6% to 65.4 billion.

Euro area and telecommunications by 2,4 % to 64lidn. Eur. After several years of
growth in the domestic market the area of digitatleetainment declined last year about
nearly 3%, representing 12.3 billion. Eur. Despiite relatively positive developments in
the industry, many ITK companies have financindialifties. More than 30 % of German
ITK companies points restrictive granting of credity banks respectively the difficulties

in the situation to refinance on the capital maskg0]

4.3 Development of Germany foreign trade

For the most European countries has trade exchawgbsthe Federal Republic of
Germany a key role. From the view of goods exchangestly finished products,
intermediates and raw materials are imported ifte Germany. Among the most
important goods are chemicals and pharmaceutiGa$pmobiles and components,
engineering products, oil and gas, mineral oilscteical products, iron and steel, textiles,

agricultural products, plastics and rubber products

From the food products the most important impomdgare vegetables and fruits, meat
products, vegetable products, cheese, milk, wirtetabacco. From a territorial point of

view are the largest exporters to Germany as faloWetherlands, france, China, USA,
GBR, ltaly.

According to the results cleaned from the seasamflance, German export fell in
January 2010 by 6,3 % to 67,9 billion euros. Impose by 6 % to 59,2 billion euros. [30]
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.The trade policy is extremely complex. For examplee EU has preferential trade
agreements with all 148 WTO members, except faates In addition, each contract

about free trade can contain hundreds of pagexoégions and technical principles and

the EU has usually with each of their trading parsimore than one such contract*

[2, s. 304]

Dovoz zo zahrantia do SRN Vyvoz do zahrankia zo SRN
Por. | Cislo Pomenovanie | mil. Por. | Cislo Pomenovanie mil.EUR
klasifikacie |tovaru EUR klasifikacie |tovaru
1. 24 Chemické 94 837 | 1. 34 Automobily aidhl74 140
vyrobky sasti
2. 11 Ropa azemng2 255 | 2. 29 stroje 146 926
plyn
3. 34 Automobily 74014 | 3. 24 Chemické vyrobky37 954
a ich sdasti
4, 27 Vyrobky zQ63 376 | 4. 27 Vyrobky zo Zelez&2 650
Zeleza a ocele a ocele
5. 29 stroje 58330 | 5. 31 Zariadenia na |52 030
vyrobu a prenos
elektriny
6 15 Vyrobky 37866 | 6. 33 Meracie, 39 868
potravinarskeho regulané,
priemyslu medicinske
a optické vyrobky
hodiny
7 31 Zariadenia na82 679 | 7. 15 Vyrobky 39 854
vyrobu a proces potravinarskeho
elektriny priemyslu
8 35 Ostatné 31129 | 8. 35 Ostatné dopravrg 220
dopravné prostriedky
prostriedky
9 30 Kancelarske |28 637 | 9. 28 Vyrobky z kovov| 33 284
stroje,
zariadenia na
prenos dat
10. | 23 Tazba uhlig23 388 | 10. | 32 Zariadeniana |32 523
a mineralnych prenos sprav,
olejov radiové a televizng
prijmase

Tab. No. 13: The goods structure of foreign trametie NSR 2008

Source: [20]
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Translation key:

Por. — order

Cislo klasifikacie — classification number

Pomenovanie tovaru — the name of the goods

Dovoz zo zahragia do SRN — import from abroad to Germany

Vyvoz do zahraia zo SRN — export to abroad from Germany

Chemické vyrobky — chemical products

Ropa a zemny plyn — oil and gas

Automobily a ich stasti — automobiles and parts

Vyrobky zo Zeleza a ocele — iron and steel products

Stroje — machinery

Vyrobky potravinarskeho priemyslu — products ofdandustry

Zariadenia na vyrobu a proces elektriny - equipni@nthe production of electricity and
process

Ostatné dopravné prostriedky — other vehicles

Kancelarske stroje, zariadenia na prenos datceoffiachines, data communication
equipment

Tazba uhlia a mineralnych olejov - Mining of coatlanineral oils

Meracie, regulené, medicinske a optické vyrobky, hodiny - Meagsyiriegulatory,
medical and optical goods, watches

Vyrobky z kovov — metal products

Zariadenia na prenos sprav, radiové a televizimaté - messages transmission

equipment, radio and television receivers
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Rok | Dovoz | Medzirana Vyvoz | Medziroéna Saldo
zmena % zmena %

2002| 518537 -45 651320 +2,0 + 132 788
2003| 534534 +31 664 4535 + 2,0 + 129 921
2004| 577379 +8,0 733456 + 10,4 + 156 081
2005| 6256327 +8,3 786186 +7,1 + 160 554
2006| 730798 + 16,8 894 461 + 13,8 + 163 663
2007| 77251Y +5,7 969049 + 38,3 + 196 538
2008| 818621 +6,3 994870 + 3,1 + 176 249
1. polrok

2009| 333473 -17.,6 391241 -23,2 + 577 068

Tab. No. 14: Development of Germany foreign trexdenillion EUR

Source: [19]

Translation key:

Rok — year

Dovoz — import

Medzirotna zmena % — year-on-year change in %

Vyvoz — export

Saldo — balance

1. polrok — 1. half-year
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Poradie | Krajina Mil. Poradie | Krajina Mil.
Eur Eur
1 Holandsko| 720832 1 Franclizsko 96 858,9
2 Franciuzskg 66 71083 2 USA 71 466,8
3 Cina 593779 3 \Vika 66 787,7
Britania
4 USA 46 060,3 4 Holandskg 65 643,9
5 Taliansko | 45962,8 5 Talianskg 64 002,8
6 Velka 44 261,1| 6 Rakusko 53 8407
Britania
7 Belgicko 397752 7 Belgicko 51 635,2
8 Rusko 35908,9 8 Spanielso 43 704,3
9 Rakusko 33148,8 9 Bko 40 148,86
10 Svagiarsko| 31160, 10 Swagrsko | 38 990,2
11 Ceska 283311 11 Cina 34 096,0
republika
12 Pd'sko 26 228,1 12 Rusko 323411
13 Japonsko 23 086,83 13 Ceska 27 801,4
republika
14 Norsko 222512 14 Svédsko 20 64(7,8
15 Spanielsko| 216310 15 Marsko | 17 616,7
22 Slovensko | 8857,1 21 Slovensko 8 883,8

Tab. No. 15: Territorial structure of Germany fgreirade in 2008
Source: [20]

Translation key:

Poradie — order

Krajina — country

Dovoz z krajiny do SRN — Import from country to Gemy
Vyvoz z NSR do krajiny — Export from Germany to oty
Holandsko — Holland

Francuzsko — France

Cina — China

Taliansko — Italy

Velka Britania — Great Britain

Belgicko — Belgium

Rusko — Russia

Rakusko — Austria

Svagiarsko — Switzerland

Ceska republika — Czech republic
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Pa’'sko — Poland
Japonsko — Japan
Norsko — Norway
Spanielsko — Spain
Slovensko — Slovakia
Svédsko — Sweden
Mad’arsko - Hungary

4.4 Foreign Trade according to German federal regias.

North Rhine-Westphalia

For the year 2008, GDP growth in North Rhine-Wealiph(NRW) was 540 billion Euro
what represented a value of +1.5 %, it is aboutpg@Zentage point more than in all of
Germany (+1.3 %)

Foreign trade: Export represented 172 billion. e largest exporter in Germany)
Import: 189 billion. Eur (the largest importer irenany)

Corporate structure: 25 of the 50 largest compaime&ermany are located in North

Rhine-Westphalia. In North Rhine-Westphalia smaltl anedium-sized enterprises are

strongly represented.

49



Zahraniény obchod Nemecka poba spolkovych krajin (v mil. Eur)
Dovoz Vyvoz
Schleswig-Holstein| 21 581 18 403
Hamburg 61 966 32 379
Niedersachsen 74 795 76 729
Bremen 12 830 13 553
Norhein-Westfalen| 189 589 172 087
Hessen 70 762 51 352
Rheinland-Pfalz 26 835 45 034
Baden- 130 323 151 229
Wurttemberg
Bayern 129 934 155 730
Saarland 11511 14 191
Berlin 8 466 11 484
Brandenburg 14 099 11 877
Mecklenburg- 4 385 5973
Vorpommern
Sachsen 15 351 23 205
Sachsen-Anhalt 11 804 12 810
Thuringer 7 199 11 076

Tab. No. 16: Foreign trade of the Germany accaorttinthe federal regions in 2008
Source: [20]

Translation key:

Dovoz — import

Vyvoz - export

Schleswig-Holstein - Schleswig-Holstein
Hamburg - Hamburg

Niedersachsen - Lower Saxony

Bremen - Bremen

Nordrhein-Westfalen - North Rhine - Westphalia
Hessen - Hessen

Rheinland-Pfalz - Rhineland-Palatinate
Baden-Wairttemberg - Baden-Wirttemberg
Bayern - Bavaria

Saarland - Saxony

Berlin - Berlin

Brandenburg - Brandenburg
Mecklenburg-Vorpommern - Mecklenburg-Vorpommern
Sachsen — Saarland
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Sachsen-Anhalt - Saxony-Anhalt
Thuringer - Thuringia

Land of North Rhine-Westphalia, the industrial egnbf Germany has traditionally
focused on coal and steel production. That is whg also the share of secondary sector in
GDP in 1970 of 52 % (national average was only 48lfothe late 90s, the ratio changed.
Secondary industry accounted for 36 % of GDP artéatg to 62 %. The share of primary
sector is now only about 2 % of GDP. In the curiedustry of North Rhine-Westphalia,
the most important sectors are the chemical ingusales for 2008 amounted to 56,2
billion Euro), engineering (54,3 billion Euro), m#acturing and metal processing (48,3
billion Euro), automotive Industry (35,8 billion Ea), electronics (28.2 billion Euro) and
the food industry 34,7 billion Euro). Significanagus is the automotive industry with great

potential subcontractors for the sector.

There has been recorded rapid development in tka af telecommunications and
technology for environment. NRW facing to econortryctural changes in recent period.
In 2008 industry accounted for only 30 % of totdDR5 with 70 % the service sector

coming to forefront.

According to statistical data, 25 of the 50 largéstman companies have now established
in North Rhine-Westphalia. Among them are such camgs as: Deutsche Telekom, E.
ON, Metro, RWE, DHL, Deutsche Post, Thyssen-Krupayer, Bertelsmann. Several of
these groups is well established in Slovakia, DEgsTelekom, E.on, RWE, Metro.
Critical commodities in the export of North Rhinee®¥phalia are chemical products,
automobiles and parts, engineering products, steel and nonferrous metals, as well as
communication technology products, including congan base for electronics.
Prevailing commodities in import are iron, steedl amonferrous metals, chemical products,
automobiles and parts, oil and gas, communicatiecisnology, including components for
electronics and engineering products.

A vital role in export play the European Union (86, followed by the countries of

Central and Eastern Europe, the integration graqupinNAFTA (U.S., Canada, Mexico)

and EFTA countries.
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North Rhine-Westphalia export most of the goodth®oNetherlands, France, Greece and
Great Britain. Of the countries of Central and EasEurope are critical customers Austria,
Russia, Czech republic and Hungary. [20]

4.4.1 Trade relations of the Slovak Republic with Nrth Rhine-
Westphalia

Slovakia is among the smallest exporters of the dddintries into of North Rhine-
Westphalia (NRW). In 2008, Slovakia exported gooddRW worth of 1.181 billion Euro
(About 4 times less than the Czech Republik ancamibland 2 times less than the
Hungary). The share of Slovak export to the LandNofth Rhine-Westphalia represents
12.2% of total exports of Slovakia to Germany. 8lkaa is on 28th place in total import to
North Rhine-Westphalia and on 24th place in exg@mtvailing exported commodities into
the Land of North Rhine-Westphalia from the SloWwdpublic in 2008 were metals and
semi-metal products, machinery for power generadod transmission of electricity,
machinery, metal products and textiles.

Rok | Import zo Severného Porynia Export do Severného Porynia
Vestfalska Vestfalska
Poradie | Mil. Podiel | Zmena Poradie | Mil. | Podiel | Zmena
Eur na % Eur nazZo | %
Z0 NSR
NSR %
%
2002 | 34 613 15,0 +6,8 32 634512,5 +0,6
2003| 25 822 15,9 +34,2 30 697 9,5 +10,1
2004 | 30 847 15,3 +3,0 33 644 8,7 -7,5
2005| 31 926 15,5 +9,4 30 752 11,0 +16,6
2006 | 26 1 15,2 +24.8 26 1014 13,5 +34,9
156
2007 | 22 1 16,6 +23,2 27 1204 13,3 +18,6
424
2008| 28 1 18,0 +20,8 24 1896 19,6 +57
721
1-8 | 27 900 24 964
2009

Tab. No. 17: Foreign Trade with North-Rhine Westjgh@002-2009)
Source: [20]
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Translation key:

Rok — year

Poradie — order

Podiel na ZO NSR % - share on the Foreign Tradgesmany in %

Zmena — change

Import do Severného Porynia Vestfalska — Imponnfidorth Rhein — Westfalia
Export zo Severného Porynia Vestfalska — Expornfidorth Rhein — Westfalia

Hlavné tovarové skupiny vyvozu do 2008 | 2007 | 2006 2005
Severného Porynia-Vestfalska

Zariadenia na vyrobu a prenos elektriny 164,6 17%,557,2 | 143,6
Kovy a polovyrobky z kovov 185,00 167,1 187,p 77,2
Vyrobky z kovu 117,9| 128,4) 124,41 85,0
Nabytok 101,0| 87,2 71,4 78,8
Osobné automobily a ictasti 49,8 89,4 64,9 40,0
Stroje 121,3 | 81,3 63,9 50,8
Textil 64,7 96,9 56,1 58,1
Vyrobky z umelej hmoty a gumy 30,1 43,8 41,8 33,7
Chemické vyrobky 28,6 26,9 22,2 17,1
Spolu 1896 | 1204 | 1014 | 752

Tab. No. 18: Major commaodity groups of exports frdiorth Rhine-Westphalia (2008-2005) million. EUR
Source: [20]

Translation key:

Zariadenia na vyrobu a proces elektriny — equiprf@mglectricity production and proces
Kovy a polovyrobky z kovov — metals and metal s@naieucts

Vyrobky z kovu — metal products

Nabytok — furniture

Osobné automobily a &asti — automobiles and parts

Stroje — machinery

Textil — textile

Vyrobky z umelej hmoty a gumy — plastic and rubberducts

Chemické vyrobky — chemical products

Spolu - in total
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Bavaria

According to data from 2008, Bavaria is:

- the second strongest economically in terms @fdnmation of GDP after North Rhine-
Westphalia (444.8 billion EUR);
- Germany's second largest exporter of all reg{@b5.73 billion. Euro) after North Rhine
Westphalia (headquarters of Deustsche Telecom)
- Slovakia's largest trading partner of all Germeayions (in 2008 even ahead of Lower
Saxony);
- a land, representing the largest Slovakia's tadplus among all the federal states (850
million. Euro);
- the third largest investor in Slovakia after Lov&axony (seat of Volkswagen) and North

Rhine Westphalia (headquarters of Deutsche Telkgko

GDP in Bavaria reached the value of +1,6 % in 20@8ch is about 0,3 perc. point more
than in all of Germany (+1,3 %). Bavaria sharetfer entire GDP of Germany is 17,8 %,
GDP per capita (35 530 Euro) exceeds both natiomagiwell as the west german average.
On creating GDP share in agriculture by 1,0%, mactufing sector by 31,5% and tertiary
sector by 67,5 %. GDP is pulled by strong foreigmend, particularly those associated

with investments in expansion of production capacit

Bavaria also benefits from its high-tech orientatizvhere belongs among the forefront
lands together with Baden-Wurttemberg. The impdcglobal economic and financial

crisis in Bavaria fully reflected in the first hatff 2009, when this land has seen a
significant downturn of -6,6 % (national averagesw&,8 %). Bavarian companies are
strongly export-oriented, export quota of industsactor in 2008 accounted for 47,9 %
share. Well represented among the exporters ark anthmedium businesses. Consumer
prices rose in Bavaria to +2,7 % in 2008. In tingt half of 2009 due to the impact of the
deepening world economic crisis on the economy afdBia prices were kept relatively

stable and grew on average by only +0,9 %. Unenmpéoy in Bavaria in 2008 reached a
value of 4 %. In the first half of 2009 the levatieased slightly to 4,7 %. Bavaria is a
country with the second lowest unemployment rateGermany, after the Baden-

Wirttemberg.
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4.4.2 Commercial exchange between Slovak Republika Bavaria

According to 2008, Bavaria is one of the most int@otr trading partners of Slovakia from
all Germany lands (exchange trading 4,230 billiawrd}. Bavaria is followed by Lower
Saxony (2,81 billion Euro), North Rhine-Westpha{ia574 billion Euro) and Baden-
Wirttemberg (1,901 billion Euro).

Slovakia has made though the highest trade su(pB&0 million. Million), with Bavaria

in r. 2008 by which took turns with Lower Saxony88 million) on the first place.

On the total turnover of the SR with Germany Bawvavas involved with a major amount
of 22 %. This proportion is increasing annually2B08 e.g. by +1,6%. Slovakia is making
active trade balance in foreign trade with Bavaexcluding the recent year, only 2006
(-54 million. Million). In 2008 the trade surplyeaked at a historically high level of 850
million Euro. In 2008, volume of export from Slovako Bavaria increased dynamically
by +23,5% to 2540 million Euro, while import fromataria rose only slightly, by 6,02 %
to 1690 million. EUR. [20]

Bavarian Investment Companies in Slovakia

Bavarian investment in Slovakia reached a valuera®&60 million Euro. Among German
investors established in Slovakia, who come mefatyn the Bavaria belong major
industrial companies like Siemens, Osram, BSH Braved Pumps, SAS Automotive, INA
Schaffler, EON Energie, Leoni, Infineon Technolagi®eggle, Mannesmann Sachs, and
the financial companies Allianz and Hypovereinsharikey are all the companies which
rank among the most important businesses in Slavakid also the most important
German investments in Slovakia. The last known stwent in Bavaria has been the
investment of Muhlbauer AG in 2007-2008 who invdst20 million Euro in the
construction of the plant for the production ofheclogical equipment for smart chip
cards in Nitra.
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Balance for 8 months in 2009

As a result of the crisis and a severe declinerders from abroad, Slovakia exported to
Bavaria during 8 months of 2009 only 28 %, aboquarter of the value of goods export
volume in 2008. Bavarian side was more successfdl during the period exported to
Slovakia 66 % of its exports in 2008. The tradeabe¢ in Slovakia has come to the
liabilities of the reporting period and reachedwanalative value of 395 million euros.
Compared with the same period in 2008 Slovakia gxfm Bavaria fell by 58 % and

imports from Bavaria fell by 25 %.

1997 | 1998 1999 2000 20d 2002 2003 2004 2005 20@®7 R 2008| 1-
8/2009
Vyvoz 436 | 474 | 485 | 614| 728 667 788 933 1094 1231 2056 2541
Dovoz 377 | 454 | 346 | 392| 526| 59(Q 771 820 896 1285 1594 16BM16
Obrat 813 | 929 | 831 | 100% 125 12%8 55Pp 1753 1990 2516 36BIBO| 1837
Obchodna | 58 20 139 | 222| 202| 77 17 113 198 -54 462 850 -39
bilancia

Tab. No. 19: Foreign Trade of Bavaria - Slovakithie years 1997-2009 in mill. EUR
Source: [20]

Translation key:

Vyvoz — export

Dovoz — import

Obrat — turnover

Obchodna bilancia — trade balance
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Poradie | Komodita Objem objem Zmena | Podiel
1000 Eur | 1000 Eur | 08/07 % | %
2008 2007

1. Osobné motorové vozidla406 658 284 315 | 43,03 16,01
a obytné vozidla

2. Zariadenia na vyrobu 256 645 | 250 013 2,65 10,10
a distribdciu elektriny

3. LozZiskd, prevodovky, 268577 | 191388 | 40,33 10,57
ozubené koleséa

4, Vyrobky z kaguku 161 127 | 158605| 1,59 6,34

5. Podvozky, karosérie, 127792 | 83375 53,27 5,03
motory a ichcasti

6. Papier 92 177 91 316 0,94 3,63

7. Vyrobky z mineralnych | 88 516 81 935 8,03 3,48
olejov

8. Elektrické lampy 72 635 65 112 11,55 2,86
a svetla

9. Hnojiva 66 573 28 711 131,87 2,62

10. Elektrotechnické 59 076 67 056 -11,90 2,33
vyrobky

Suma 2540 442 2 056 57 25,53

Tab. No. 20: Exports of the Slovak Republic in Bévin 2007-2008
Source: [20]

Translation key:

Poradie — order

Komodita — commodity

Objem — volume

zmena — change

Podiel — share

Osobné motorové vozidla a obytné vozidla — autotasl@nd housing vehicles
Zariadenia na vyrobu a distribaciu elektriny - gauent for production and distribution of
electricity

LozZiska, prevodovky, ozubené kolesa — bearinggsggaarwheels

Vyrobky z kaduku — rubber products

Podvozky, karosérie, motory a i¢asti — chassis, body, engines and parts
Papier — paper

Vyrobky z mineralnych olejov — mineral oil products

Elektrické lampy a svetla - electric lamps and tiigdp

Hnojiva — fertilizers

Elektrotechnické vyrobky — electrotechnical proguct

suma - summary
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4.4.3 Exports from Slovakia to the individual Germany lands

The most goods in 2008 were exported to Bavanmal Lawer Saxony, where Volkswagen
is based and specially cars and their componeattha largest export item from Slovakia
to Germany. Among he most important federal lamdserms of Slovak exports are as
follows: North Rhine-Westphalia, Hessen and Bade&irttWmberg.

,EU sets tariffs for each of about ten thousanddurats. If we want to get a feel for the EU
customs policy, we need to generalize. The avartgeof the general customs tariff of the
EU is 6,5 %, but it conceals large differences. rdgpnately one quarter of tariffs on all
products is set to zero (these are mostly manufadtgoods, including electronics) and
the average rate for industrial goods is at 4.1%erage tarifft on agricultural imports is
about quadruple, at 16,52, s. 308]

Spolkova krajina Vyvoz zo SR

rok 2006 | rok 2007 | rok 2008
Schleswig-Holstein 100.012 214.709 103.632
Hamburg 60.392 118.143| 59.275
Niedersachsen 2.522.768 2.377.753 1.747]099
Bremen 22.988 39.929 63.593
Norhein-Westfalen 985.190 1.185.3p8 1.118.669
Hessen 778.375| 964.315  1.095.340
Rheinland-Pfalz 109.936| 122.444 197.02b
Baden-Wurttemberg 679.201| 809.498 871.739
Bayern 1.231.169 1.982.809 2.540.614
Saarland 386.235| 269.449 226.647
Berlin 54.304 76.076 72.020
Brandenburg 87.893 91.607 103.208
Mecklenburg-Vorpommern 9.483 20.853 5.071
Sachsen 154.983| 185.295 177.198
Sachsen-Anhalt 91.778 109.681 125.255
Thuringer 84.154 134.922 136.475
neklasifikované 147.005| 240.382  278.969

Tab. No. 21: Exports from Slovakia to federal regio
Source: [20]
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Translation key:

Rok — year

Vyvoz zo SR — export from Slovak Republic
Spolkova krajina — federal country
Schleswig-Holstein - Schleswig-Holstein
Hamburg - Hamburg

Niedersachsen - Lower Saxony

Bremen - Bremen

Nordrhein-Westfalen - North Rhine - Westphalia
Hessen - Hessen

Rheinland-Pfalz - Rhineland-Palatinate
Baden-Wairttemberg - Baden-Wirttemberg
Bayern - Bavaria

Saarland - Saxony

Berlin - Berlin

Brandenburg - Brandenburg
Mecklenburg-Vorpommern - Mecklenburg-Vorpommern
Sachsen - Saarland

Sachsen-Anhalt - Saxony-Anhalt

Thuringer - Thuringia

4.5 Business practices at German territory

"The form of personal discussions in commerciacpca is of utmost importance. It is the

most effective communication of all types and egpee confirms that the commercial

relations reach a more successful those compaimat keep their partners systematic

personal contacts. [7, s. 599]

Germany is the member of the European Union angeradion with German companies

is generally good, German companies are mostlgbielj meet their obligations, but on the

other hand, are strict to comply with contract tgrimuality and compliance with agreed

terms. Business practices in Germany does notrdifiem the usual habits of the
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developed EU markets. We recommend to follow theloong principles:

- adhere to the terms of contracts - to comply wiith agreed price, the unconditional
observance of the delivery date and in particuhar duality of goods ordered. Precision,
accuracy, simplicity, efficiency and flexibility iresponding to queries is taken for granted

- the necessity of written form of contract - notdarry out supplies on the basis of oral
orders, the contract include all possible risks g@ndcisely determine the rights and
obligations of both parties. Avoiding such problethat may arise from failure of the
contract, if the complaint of the goods and semvid&’e recommend to prepare contracts
that by the law offices of international experigncespectively by experience with the

German market.

- establish fair prices - the German market is yebs market, where there is offer pressure
and high competition. Succeed in this market caly be made by highly competitive
prices, sometimes with minimal margins. No one #&hanter the German market at
dumped prices, since this is not at the long temonomically feasible and in particular an
increase in prices in the future would likely résual cancellation of the contract and the

client undermining trust between the parties.

- business contact and presentation materials sopaf contact is the preferred form of
contract haggling, we recommend address the compatilywell-developed offer with
attached corporate profile and a covering lettet. ddcuments should be drafted in
German and with good layout. Business letters rbassent only with company header,
which must be designed to contact a responsiblesopewho should be able to
communicate in German. Contacts should be updatedgil contact is preferred in the
early days. Following the offer sent by mail weréedommend your company to establish
telephone contact with the app. 2 weeks.

- Company website - this form of presentation iasidered the obvious, we recommend

high-quality graphic design web sites. Bilinguatsien of it in international trade almost a

necessity, multilingual versions are welcome.
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By presentation of the products on the site wememend to inform about the certificates,
test results and certificates and awards recemed,evaluations. We recommend placing
references of international customers. Content sids should focus on presenting the
company's manufacturing program with a visual mevof some products and a brief
description. Presentation of the company shouldobased on the disclosure of certain
economic indicators (turnover, profit, number ofpdmyees, export). Contacts should be
updated. [20]

4.5.1 Classification of goods and quality requiremds

In accordance with the rules and principles of fiomeng of the single internal market of
the European Community, may be goods that are retke one member state, placed on
the market in other member States without furthémiaistrative requirements of the
European Community. Slovak exporters, however, magt the requirements of German
customers for goods certification in german testimigs in order to remove a certain

distrust of German consumers to "eastern" goods.

In general, all products must meet high qualityursgments (compliance with DIN
standards). Some German companies in quality mamagfeissuing so-called werknorms

for individual components, materials and products.

Packaging and transport

Package goods: packaging of goods is in line withmal standards in international trade.
Powder and soft commodities are delivered in dsifiéerbags and weights (up to 50kg),
large volumes are supplied in big bags. Buildingemals are generally supplied as free
loaded . Larger structures (eg, welded steel strastand components, chassis, arms, and
others) are supplied on steel pallets, which mathbeequirement of providing free pallet

suppliers within the framework contracts.
Transport: the customer usually requires pricing\EXarity basis and delivered to the

destination DDU, primarily because of dividing netit price of goods and services from

the cost of transport.
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Type of transportation is not usually required &®ri@an customers, it is a question of price
and transportation capacity. Goods with a high priogn of the total price of transport
costs are transported mainly by rail and shipping.

Coding

Selected commodity:

Footwear: European Parliament and Council direstive 94/11/EC of March 23, 1994 on
the approximation of the laws of the Member Staidating to the labeling of footwear
and footwear parts

Textiles: European Parliament and Council diresctine. 96/74/EC of December 16, 1996

on marking textiles

Hazardous substances: European Parliament and iCduective no. 67/548/EC on the
approximation of laws of the Member States relatiogthe labeling of hazardous

substances

Food: European Parliament and Council directives2080/13/EC of March 20, 2000 on
the approximation of laws of the Member Statestiredato the labeling, presentation and
advertising of foodstuffs. Under Article 17 and @Bthis directive, member states of the
European Union must not require conditions beydwddonditions laid down in Art. 3 to
13 of this directive and must not prohibit or restthe sale of foods that are in accordance
with this directive, by applying non-harmonizedesl

In principle, the basic conditions for the labelmfggoods considered:

* Description of goods, type marking

* Name and address of company - manufacturer ackbpgar, or the name of the vendor
(subjet to the sales within the European Economeap

* Net weight

* Lot, date of manufacture
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* Best before mark

» Storage conditions, if required by type of pradoc compliance of minimum durability
» Composition of the product

* Instructions for use, if required by product type

4.5.2 Promotion and support actions

Marketing and sales promotion can be consideredeisas to other developed markets,

a natural part of the sale of goods and serviceth@iiGGerman market. Advertising in print

or electronic media is expensive and it is theeefoecessary to take into account the
significant cost. Just for illustration, full pagalvertisement in the German economic
newspaper Handelsblatt is 38-55 000 EUR excludidd VW4 page from 13-19 000 EUR

excluding VAT. In general, however, it shows thhe teffect the single, not repeated
campaigns of new products in print media of adsam is very low and advertising in

reputable print media can be considered ratherraatter of prestige. List of professional

periodicals and journals can be found at http://waeitschrift-abc.de. List of almost all

the periodicals can be foundldtp://www.zeitungen.de

.Marketing research consists in the specificationllection, analysis and interpretation of
the information requested which company needs teraa qualified decision[3 s. 42]

Cooperation and Internet B2B exchange

Industrial Chamber of Commerce portal in Germanywwaihk.de

Federal Agency for foreign tradeww.bfai.de

E-Trade Centernvww.e-trade-center.com

Intec-Net:www.intec-online.net

Mailing - distribution of mail with company offeothe addresses obtained from databases
in Germany is relatively successful tool. In petege terms, the proportion of responses
received to supply approx. 5-10 %. Of course bexaighe anti-spam filter settings and

security levels in company servers, not all offeilscome the addressee.
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Emails from the so-called. free hosting address$ yoor own domain) recipients usually
do not read. We recommend setting up an email yatir domain and settin up own web
pages. Documents sent by mail should be brief #at,cand their size should not exceed

1 megabyte.

Gruner Punkt: In the case that the Slovak busirsegyplying goods directly to end

customers in Germany, it is obliged, in the casd the goods supplied subject to the
Regulation on Packaging - Verpackungsverordnund 18928.8.1998, ensure collection
and disposal of the distributing packages distaduthrough the green point - Griner
Punkt (http://www.gruener-punkt.de). In the case golods supplied by the German
distribution and wholesale businesses, this is llysaabject to agreement of both parties

and implemented by the German company.

Intrastat: As customs controls to monitor the moeetrof goods between Slovakia and
EU countries were abolished in the unified marketre is a using the intracommunity
INTRASTAT statistical system. To reduce the burdansmall and medium enterprises, it
is designates a reporting obligation and its voluarge according to total annual value of
receive and send shipments made by the companyhiBgurpose, the Statistical Office
of Slovakia annually determine separately the tieishfor exemption for the received and
dispatched of goods and thresholds for simlifaatiThese thresholds are calculated to
meet the criteria set by EU legislation (CommissiBegulation (EC). 1982/2004
implementing the Regulation of the European Pasiaimand Council Regulation (EC).
638/2004 on Community statistics on trade with gobdtween Member States ). Within
the sector of foreign trade activities we includebaisiness entities, legal entities and

individuals implementing export and import of godkdough trade.

Foreign trade statistics generally involves the ement of goods between the Slovak
Republic and the rest of the world. Total impomslude goods entering the Slovak
Republic for domestic consumption and for procegsiith follow-up to re-export. In the
total export we include goods permanently leavimg territory of the Slovak Republic or
goods leaving the territory for processing and tingmorted back. [25]
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4.5.3 Marketing strategy for export to the territory of Germany

By the focus on the German market there are offesgveral alternatives of which except
the traditional export goods include exports ofvees and creation of new cooperative
relations, especially in subcontracting for autom@tmechanical engineering, electrical
engineering and IT. Enforce on the very demandigigngn market can the only products
of comparable quality level, and these should beenuost efficient than competing
products. Self export activities can Slovak firmsactice in Germany by several ways:

e commission based sales through an exclusive agdamboker
* direct sales to end users, wholesalers and chargs
* sales through its own producer organizations &rmnder german law with all the

financial implications arising from it.

In Germany there are no special laws and reguktighich would dictate to foreign
suppliers specific marketing methods, so the sapphay choose a way of distributing
their products, which is optimal for him. Given treatively high costs associated with
enforcing the German market, especially with regardonsumer goods, the path chosen
by most exporters is by import companies, wholeésathain stores or brokers.

.Price and its determination is very important anoimplex adjustment variable of the
overall marketing strategy. It affects the reveand hence the profitability of business. In
addition to fundamental factors such as the amoahtcost, size and strength of
competition, demand and its development, it inwblvarious environmental influences.
Consumer behavior, the habits, attitudes, motivatgocial status and purchasing power,
and especially the perception of price and valugobds leads to a firm decision as to
adjust the price in selected foreign markets amdiffferent customer groupq12, s. 95]

In furtherance of consumer goods is an importagbraus implementation of tools in
marketing and money should be spent to supportuystoshles. German partners require
a proactive approach from supply companies. A gerample is food products and
beverages, which due to the relatively high prieesl intense competition require
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a consistent marketing. Slovak brands are not knimagerman consumers and to promote
them cost a lot of finance resources. On the germanket has the question of appropriate
marketing and advertising a key role. Advertisimgl gromotion for small and medium-
sized businesses in Slovakia is almost unaffordable

In this context, the german consumer market shbaleénterd through an intermediary.
Effective marketing is sale under another brandhis case is particularly important the
product quality, price and compliance with contractl time of delivery. On the industrial
market is appropriate to enter directly and maketac directly with customers of
intermediate goods, components, parts and industrramodities, which are not intended
directly for the consumer market and for which ¢her no need to spend on advertising
and product promotion. If the Slovak company chedsesell through importers, trading
companies, agents and brokers, here can be found patential partners through the

following institutions:

a. Federal Association of German export trade EB[Bundesverband des Deutschen
Exporthandels eMyww.bdexport.de

b. Federal Association of German Wholesale andiorerade (Bundesverband des
Deutschen Grol3-und Aul3enhandels wv\.bga.de

c. Central Association of German economic uniotrade and marketing

(Centralvereinigung Deutscher Wirtschaftsverbanaé/ertrieb und
Handelsvermittlung e.V.)vww.cdh.de

d. Chamber of Commerce and Industry (Industrie daddelskammer) www.dihk.de

e. Federal Association of German Industry (Bunddsued der deutschen Industrie eV)
www.bdi.de Handicraft Chamber (Handwerkkammer)v.handwerk.de
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4.6 The import and export regimes in the EU

Slovak Republic became a member of the EuropeaoriJom May 1, 2004 and since it is
obliged to follow the rules of the common commedrgalicy. Since the Germany is
a member of the European Union there exists nafgignt tariff and non tariff barriers in
the field of trade and movement of goods, and lsotimtries are binded and governed by
EU regulations. From May 1, 2004 in the trade witthe EU can not be implemented
protective measures. All measures applied betwaedidate countries and EU candidate

countries as well as among them expired.

By entering the Slovak Republic to the Europeanodmwe are binded by regulations in
customs policy, in particular the EU Customs Codd ather related regulations of the
Council of the European Union. These rules are ibgndn its entirety and directly
applicable, and in all EU Member States. Throughbeatcurrent EU member states it is in
terms of tariff policy possible free movement ofogs and to third countries member
countries apply a common tariff policy. [20]

Federal Office for Economics and Export Control iBesamt fur Wirtschaft und
Ausfuhrkontrollewww.bafa.d¢ in the Federal Republic of Germany fulfills thefegy role

of different sectors of domestic industry againgstantrolled movement of industrial
goods from third countries. The relevant authositall issue an import permit as well as
documents on the control of origin of goods fronndtountries. Priority areas for issuing
permits for imports from third countries are mairigxtile products, shoes, ceramics,
porcelain, iron and steel. The list of productsjsctito control can be found at the office.

In the area of food and agricultural commodity exdfjon authority is the Federal Office
for Agriculture and Food (Bundesanstalt fir Landsdhaft und Erndhrung www.ble.de)

German foreign trade is governed by regulationghef European Union, the Law on
Foreign Trade (Aul3enwirtschaftsgesetz AWG), dixectibout the application of the law
on Foreign Trade (Aul3enwirtschaftsverordnung-AWWternal movement of goods
within the EU unified market simplified and the tdwes not take place at the border

customs border control. Goods are exported withioeilevying of value added tax in the
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exporting country, but the tax rate in the countfydestination. For these purposes
corporate tax identification number (Ust-1dNr.) eetlocated and the firms are required to
send messages (Zusammenfassend Meldungen - ZMg ikformation on the application
of VAT in the Germany will provide the tax offic&ifanzamt) or the Federal Central Tax
Office www.bzst.de. Customs issues are dealt widdefal customs administration
(Bundes-zollverwaltung) and on the website www.dell the current issues regarding
tariff policy can be found. The issues relatingtAT refunds and VAT registration for
foreign entrepreneurs can turn to the Federal @krtax Office www.bzst.bund.de.

Relevant legal norms, regulations, standards cdael at:http://bundesrecht.juris.de
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5 Impact of financial and economic crisis on theanomy of the

Slovak Republic

"Today's financial crisis is not only a reflectiaf problems of the so-called mortgage
crisis, but it is coming to basic fundamentals $tsoof entire economic system. From this
point of view we can agree more with the views witate that the main starter of current
financial crisis is a huge credit expansion oveg fyast 40 years, since the crucial part is

of loans is covered by issued money without raklesof coverage.[4, s. 13]
Current situation

Slovakia as a small open economy, is directly dépehon the economic developments in
other countries, can not certainly avoid the impEdhe global economic crisis. So as the
other crusial european economies will evolve, palérly the german economy, (as our
most important trading partner), so will economituation in Slovakia evolve in the

coming period.

Economy of the Slovakia actually declined in tistfquarter of 2009 by 5,6 %, what
represent compared to 2008 a fall in the first tprajgrowth of 9,3 %) and so the whole
year, 2008 (growth of 6,4 %). The development o&flehe impact of economic crisis,
which brought a substantial weakening of foreigmaded, causing a downward dynamics
of Slovak export, production site, labor and oJembmestic demand. Economic

development is far from its potential level, bigcathe potential growth has slowed.

According to the demand structure of economy, déimasd foreign demand has been the
reason. In real each component of GDP fell exchptgovernment final consumption
(growth of 1,2 %). Final consumption of househdtlsby 1,2 %, due to worsening labor
market conditions and the decline in consumer denite. Production of gross fixed
capital formation fell by 4,1 %. Exports and immodf goods and services decreased by
approximately by the same rate, 24,3 % and 22,6nM4at is a significant difference
compared with double-digit growth in first quart#r2008.
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Trade balance (in current prices) was negative, k&sd than 1st quarter of 2008.
In terms of sectoral structure, export-orientedistdes have contributed the most to GDP
decline in 1. quarter of 2009, which traditionalgenerated high growth. This is
particularly the manufacture of machinery, elealriequipment and vehicles. Composite
indicator of revenue growth in selected sectomshicch largely contributes manufacture of

transport equipment and wholesale, also shows fall.

The deterioration of real economic development &lldof foreign demand, started to
show with delay on the Slovak labor market. Thenecay in the first quarter of 2009 has
lost the same number of jobs created in the prevfour quarters. According to ESA95
(European system of accounts) methodics employrdeateased in the first quarter of
2009 by 0,4 % and according to VZPS (Selectedctieteof work force) by 0,1 %. To the
overall decline in employment has contributed #ieifh employment in the private sector.
The number of entrepreneurs without employees hascased and the number of
employees in the public sector is decreasing. Alingrto the VZPS methodology the
number of unemployed in the first quarter 2009 @ased and yearly increased by 500
persons. Unemployment rate remained unchanged cethpath first quarter 2008 at 10,5
%. The negative trend in the labor market continnetthe second quarter of 2009, and the
available rate of registered unemployment contintedgrow and further expand the
overall decline in employment. Average nominal nbntvage in the national economy
grew in 1st quarter year on year by 4,7 % and ehcti0.45 Euros. Inter-annual wage
growth reached 1.6% and exceeded labor productiviwth -5,3 %, but it was somewhat
influenced by wage developments in public admiatgin (11 % nominal growth).

The decline in demand of our major trading partiead to be necessarily reflected in the
development of foreign trade. Reducing the volurh@ands export have already been
recorded in the last quarter of 2008. While for tingt half of 2008 reached the nominal
export growth between years of 13,5 %, in the sedw@if of 2008, it was a drop by 2,8 %
between years and in the first 5 months of 2008,etkport decline at 28,5 %. The most
significant declines experienced field of autometand metallurgical industry. The data
were fully reflected by the two week outage proaucin January 2009 due to gas crisis.
Trade balance was in the first five months of 2@@8v of 387 million Euros, due to
a faster decline in imports compared to exports.
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Behind the better balance there was lower impdrisdustrial supplies and accessories for

transport equipment, which may indicate furtherateg developments on the export side.

In the first quarter of 2009 came to a deterioratid inter-annual balance of payments
current account balance of 145, 9 million Euro,levthe deficit achieved at 576,4 million
Euro. Deterioration of trade balance was mainly tlmenegative developments in the
services balance.

nx An

Introducing "Srotovné" (especially in Germany, Fmanand Italy) partially helped to

alleviate the adverse situation in the automotivelustry thanks to the high

ny

interdependence Slovakian production with extenmarkets. "Srotovné" in european
countries help restart the smooth production foo Wi the three major producers of
automotive industry in Slovakia, while the positiedfect was achieved in various

subcontractors.

It can be noted that despite the quantitative deah the value of export has crisis period
paradoxically positive impact on the competitivene$ those goods in the market which
remained, as the share of goods competing withitgualse in the first quarter of 2009
compared to analogous period of 2006 from 33,6 %26 %, which is fairly significant
difference. It concerns the goods competing withliyy whose export value is greater
than the import value and unit export price is bigithan the unit import price. On the
other hand, it is noticeable drop in price compmtitin the segment (the value of export is
higher than the value of import and export unit@ris lower than the unit price of import).

The action taken

From the export-oriented nature of the Slovak eoonat shows that the Slovak
government has only limited possibilities to inthee the current economic situation and
overall economic recovery is greatly determinediroprovement in the critical external
markets. Despite this fact the government of Slavdkas adopted and implemented
measures aimed at an immediate increase in aggrdgatand and thereby for boost of the

consumption and production.

71



To such measures include in particular the acaeder of spending EU funds and
implementation of large investment projects (PR#egts). The impact of these measures
is contained in the Stability Program of Slovaloathe years 2008 to 2012.

The second major group of measures are implemanéasures, which had already made
their goal during 2009 and and their aim was torowp the business environment in
particular and increased aggregate demand. Thispgneay include measures such as
increasing non-taxable part of the tax base foedaxn personal income and increased
employment premiums, adjustment of input price tamgible and intangible assets for
income tax, reducing the period for repayment offw&fund as well as positive changes
in the business environment (measures 41 to 44).

In terms of business environment, particularly é@mms of access of entrepreneurs to
available financial resources are the most importaeasures to increase the capital of
both state-owned banks. Effects of these meashosggver, can be reflected only after a
certain time and it is therefore impossible to ssdheir effectiveness now.

Increasing capital of SZRB a.s. (Slovak guarante\@lopment bank), in 2009 will
provide guarantees of up to 332 million Euro (1idn. Sk). From early 2009 until May
31 2009, SZRB avals were in number 372 quaranteedl@ans totaling approximately 80
million Euro (EUR 2.4 billion. Sk) provided by conemcial banks to small and middle

entrepreneurs, with almost 50% of this amount ase duarantees.

As for lending activities, during the first five mths of 2009 377 new loans were granted
totaling 55 million. Euro (1,65 billion. Sk) for st and medium enterprises. Compared
with the same period last year, occurred in 200tharease in loan volume by almost 20
%. The average loan amount is around 140 thousands, which confirms that SZRB,

a. s. supports small businesses - sole tradersmaalli companies.
From the perspective of business activities willR8 a.s, focus on promoting and

developing business activities of clients of alttees of the economy (the production

sphere, services and tourism, agriculture, localionpalities).
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Increased resources will be in future periods usedhly to provide new specialist so
called 'contracrisis' products, fast guaranteeshiwithe existing products for loans
provision (eg products: direct loans, agricultugcans, loan Land, loan for housing
rehabilitation fund for community owners of housindgan for housing inovation for
owners of apartments and business premises repedse housing fund managers, direct
loans municipalities, lending for projects finandeaim structural funds, loans to support
the regional operational plan, microcredit, entegpur, business loan for young) and the
provision of standard guarantees (bank guaranteesloAns - generally guarantees,
guarantees for bank loans to owners of apartmerntsbasiness premises and owners of

apartments and business premises representedrtigistcator).

SZRB a.s, yet in December 2008 asked the EIB (EBaopnvestment Bank) about credit
line on the EIB Global Loans of 30 to 50 million i&uEIB approved request on 22. 4.
2009 of 50 million Euro. At present a draught of thredit documentation. Sources of this
line are intended to finance projects of that miet definition of small and medium
enterprises (SME) under EU rules, with emphasinamce and service sector industries.

By strengthening the funds of EXIMBANKA, SR suffcit capacity was created to ensure
increased demand of its clients (exporters) as agettlients of commercial banks, who by
their export contracts financed by commercial bardauire a higher degree of security
tools.

Increased capacity of insurance funds and guardntels will be used largely for export-
projects of Slovak producers with a major impactemployment in the region and to
reduce the decline of rate of gross domestic egpaytpromoting exports. A significant
proportion of the funds will be used for for smald medium enterprises (SMES) projects
while by the SME financing in the form of direcialas and purchased receivables bills and
guarantee schemes and insurance will be activelgl.uehe funds derived solely from the
resultant increase in capital (11,4 million Eura)l we used to fund clients through the
loan products (direct financing, refinancing anthficing export credit).

Most of the government's of Slovakia anti-crisis aseres has no impact on general
government budget, since there is no need of fiahnesources for its fulfilling and the
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measures for which financial resources were alextab, it handles about in terms
of ESA 95 methodology, funding the operation, lte tneasures financed from the Fund
EBRD (European Bank for Reconstruction and Develaqmin BIDSF (International
Decommissioning Support Fund) are funded undespleeific approved titles of chapters
state budget spending.

Among the significant steps outside the social witipact on the balance of public
administration in the ESA 95 methodology belongsasnees number from 41 to 44 (in
particular the increase in non-taxable part oftdoe base, increase employee premiums,
shortening the period for repayment of VAT refuradid provide subsidies to purchase
a new car conditions of disposal of old vehicE®{ovné)

For he micro-measures performance was approved 2#ljibn Euro. Low level of
spending allocated funds is due to protracted adtraive preparation implementation of
individual programs, which was mainly due to thedér harmonization of existing state
aid rules with EU rules. Significant improvementesgpected in the third quarter, and
especially in the fourth quarter of 2009. [26]
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6 Economy forecast of Germany

Slovakia-German cooperation is going to furtherpgeein the energy field. There were
currently interviews with german energy group E. @\ RWE in order to investing in
conventional and renewable energies. Germany asgjar rforeign investor and trading

market for Slovakia is a key foreign policy partner

The German economy is currently in recession. Balleof world economy, together with
the unexpected drop in international trade, hasdealsignificant decrease was recorded in
last winter in economic performance of Germany.ibmf009, the downward pressure on
the German economy has decreased, but signifiemotvery is not expected in the near
future. This is clear from current projection by tGerman central bank.

Nationwide production

With the gradual release of the internationaltitial markets, improved expectation, and
supported by huge fiscal and monetary impulsesdcoldé German economy acquire
stability again in the end of 2009. For the yeat@@rom today's perspective, invariably

low economic activity is expected despite a sligdabvery during the year.
Labor Market

The labor market responds slightly to a noticediphtation of activities throughout the
economy. Important here is the fact, because ofiateth of working hours has been
adjustment of working force to downward manufactgriln subsequent quarters, however,
it should be counted with an increased reductiojplo$. Unemployment may be by mid-
2010 to increased by 1 million - to 4.4 millionwbuld respond to the unemployment rate

of 10.5 percent.
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Price developments

Growth in consumer prices from the last year teraplyrrecord a negative development.
The medium-term trend in prices will remain in pvsi values. In the annual perspective

on the 2009, price level will remain stable, bu@10 may be increased by 0,5 %.

6.1 Economic forecast by OECD

Actions taken so far should prevent a recurrendd®iGreat Depression of the 30s of the
last century. The global economy should return romh in 2010. However, there are
major risks of a further reduction in vision, sox@governments and central banks should
use the space that have, to implement more aggeessinetary and economic policy. The
volume of world trade will due to the deepest remas in more than 50 years reduce by

over 13 percent and global economic activity vall by 2,7 percent.

The global economy is in the middle of the deep@st most synchronized recession in
our lives caused by the global financial crisis ale@pened the collapse of world trade,
says the OECD forecast. We assume that the cutestine in economic activity this year
will worsen, before during the year 2010 build upwgth impulses thanks to policy

measures.

The growth of world trade is now beginning to beawed, due to the increased volume of
business in countries outside the OECD (Asian ecue®). [27] However, the report notes
that there are significant risks of further coolitige economy, which could further

undermine the health of financial institutions,dea to a reduction of credit flows below

the expected level. OECD argues that the risksesinpistic scenario are greater than the
chances of faster recovery. A recession will caasgharp increase in unemployment,
which should peak in late 2010 or early in the 20hlmany countries the unemployment
rate jumps to two-digit level for the first timense the early 90th of the last century. Sharp
reduction in economic activity do not avoid anytioé three major economic regions - the

U.S., Japan and Europe.
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Graph no. 5 : Quarterly annualised growth rate
Source: [27]

However, the report notes that there are significsis of further cooling the economy,
which could further undermine the health of finahanstitutions, leading to a reduction of
credit flows below the expected level. OECD says the risks of pesimistic scenario are

greater than the chances of faster recovery.

A recession will cause a sharp increase in unempaoy, which should peak in late 2010
or early in the 2011. In many countries the unemplent rate jumps to two-digit level for
the first time since the early 90th of the lasttaeynn Sharp reduction in economic activity

do not avoid none of the three major economic megiothe U.S., Japan and Europe.

U.S. economy will experience a fall in the shortteview. The country, however, could

begin to recover from the recession at the beggmih 2010. The prerequisite is that
extensive incentive packages will be effective ahd financial and property markets will

stabilize. Country's GDP would decline this yearftwyr percent, and stagnate next year.
Consumer prices forecast this year fall by 0.4 @er@and next year will increase by 0,5
percent. The unemployment rate should jump to @kcent this year in 2010 to 10,3

percent.

There will be a several factors with significangagve impact on the euro zone economy
over the next 6 months, such as weak export marétetdine in investment and continuing
credit crisis. The recovery could occur until thildhe of 2010. GDP in the euro area this

year will fall by 4,1 % and 0,3 % next. The infatirate this year reached 0,6 % and will

77



reach 0,7 % next year. There will be an increasenemployment, the rate this year will
rise to 10,1 % in 2010 to 11,7 % versus 7.5 % \&sir. For example, in Germany,
according to the OECD forecast, the unemploymeet should jump in 2010 to 11,6 %, in
France to 10,9 %, in Italy to 10,5 %.

Economic activity in Japan fall this year by 6,6 $ifice the fall in export markets
significantly outweigh the incentives for domestiemand. The economy of the country
again fall into deflation, this year is expectectlole in consumer prices by 1,2 % and
next year and by 1,3 %. Unemployment rises to 4&n%5,6 % next year.

The large emerging economies can expect slowdowrause of difficult access to
international loans, a decline in commodity pricesjucing demand on export markets.
Brazil's GDP decline this year by 0,3 % and rus&igrb,6 %. The growth of the Indian

economy will slow to 4,3 % and Chinese to 6,3 %.
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Conclusion

Germany has always been among the most importading partners of Slovakia and
mutual foreign trade turnover between our counthas consistently increasing trend.
Since the year 1960 the trade between the formecl@slovakia and Germany developed
positively, which was affected by the treaties abestablishing sales offices in Bonn and
Prague, and later by Treaty about the relationsa/dt Czechoslovakia and Germany. In
the period 1968-1988 Czechoslovakian export gremfB61 million Ks (Czechoslovak
koruna) to 6 138 million Ks., more than 7 times. Czechoslovak import fromnGery has
undergone a similar development and except forsy2880-1985, however, prevailed over
exports. Between the years 1968-1988, the exchahgeods between the two countries
expanding permanently. Export from Czechoslovasi&éermany rose from 460,8 million
DM (German marks) to 2 198,9 million DM. thus 4jihés. Exports grew continuously
with little variation during the 70°s and the fingtars of the mid-80's. However it should
be born in mind, that neighboring Czechoslovakia layed no major role in Germany’s
total trade exchange of goods. The share of Czémhadsa on west Germany exports and
imports remained throughout the examined perio@ \@wv. Nor in the export or import

trade with Czechoslovakia has not even reachegereent.

After the fall of communist regime in 1989 and aféerman unification in 1990, has
mutual trade started to rise after these event4988 foreign trade turnover has reached
already 50 billion SKK (Slovak koruna), the shafengports from Germany's total imports
amounted to 11,42 % in 2005 and represented 20,9TH& active trade balance was
recorded in 1997 when German exports the SlovaluBepbegan to increase, and later
on, from 1998 to 2003 there was a passive balamcerded. The total export from the
Slovak Republic to Germany in 1993, Germany accadifibr 15,18 %, in 2007 it was
21,57 %. Since 2001, foreign trade gradually insireg with turnover of around 341
billion. SKK (Slovak koruna) up to 599 billion SKKn 2008. There were exported goods
from Slovakia to Germany in 2008 worth over 9 bliIEUR, import from West Germany
was about 9.5 billion EUR. Mutual trade turnovercamied to 19,1 billion EUR. In
foreign trade is Slovak Republic placed on 23. tmwsiof German import and in terms of

German export represent 20. position.
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In 1998, Germany has transferred to 1. place irvé&ia's foreign trade and since then
maintain this position. Since 2002, the Slovak Ripuhas active trade balance with
Germany. Slovak exports to Germany in 2008 comprye2D07 registered an increase of
6,5 % and amounted to 9 633,5 million Euro valuapdrt from Germany increased in
2007 compared to 12,3 % and reached 9 536 millioroEThe total trade turnover
amounted 19 169,5 million Euro for the year 2008mnpared to 2007 grew by 9,3 %.
Surplus on the Slovak side reached in 2008 volufmenty 97,5 million Euro and was
lower compared with the same period in 2007 by 82,5

The major items of Slovak imports from Germany 2008 were: road vehicles, electrical
equipment, apparatus and appliances, machinesganuh@nt commonly used in industry,
machinery and power generation equipment and siofesl, scientific and controlling

instruments and devices. The main export commadidecording to Slovak SITC2

(Standard International Trade Classification) tar@my for 2008 include: road vehicles
(26,4 %), electrical equipment, apparatus and apedis (10,4 %), industrial machinery
(9,1 %), telecommunications equipment and reproducipparatus (7,3 %), rubber
products (5%), iron and steel (4,8 %), metal presl@d,1 %), footwear (3,1 %), furniture
(2,9 %) and clothing (2,6 %).

Slovak Republic is on the 23. position in foreigadie according to import to Germany and
on the 20. position in German export. Accordingsermany statistics, Slovakia exported
goods worth of 8857,1 million Euro in 2008, whishless than the Czech Republic, Poland
and Hungary exported last year, Central region as®g of countries Czech Republic,
Poland, Hungary and the Slovak Republic plays enftreign trade of Germany a major
role. Together, these countries in 2008 exportedigavorth of 81,17 billion Euro what is
more than the export of Germany's biggest tradexgner the Netherlands (72,08 billion
Euro). According to statistics from Germany, foretgade between Germany and Slovakia
is developing as positive in recent years. Howexgoort from Slovakia to Germany
declined by 1,75 % in 2008, and import from Germanrtyeased by 4,4 %. Slovakia share
to foreign trade of Germany by 1 %. Variation betweSlovak and German statistics is
relatively small. In 2009, there is recorded dovinfamutual economic activity because

of the economic crisis
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Abstract

LENGYEL, R. Analysis of bilateral trade relationgttyeen the Slovak Republic and
Germany. Piestany 2010. Bachelor thesis. Europebeehnic Institute, Ltd.
Thesis supervisor: Mgr. Tomas Zemko
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structure

The aim of the bachelor thesis was to analyze riddetrelationships between the Slovak
Republic and Germany. The introduction definesctheracteristics of individual European
Union countries, their political systems, economyd ahistory details. With these
characteristics dealing first and second chapter.

Further work discusses issues of economic relatminthe former Czechoslovakia and
Germany before 1989, the development of Czechosland West German foreign trade
commodity structure, traffic and political relatgn

Core of the bachelor thesis is the fourth chapedrich consists of individual parts
gradually concerning about the development of gprdrade after the independent Slovak
Republic to the present. Emphasis is placed ordhemodity and territorial structure and
trade balance.

German market is particularly important for SlowkGermany is the largest Eurozone
economy and has traditionally been among the mmgbitant economic partners of
Slovakia. It is the second largest foreign invegtdslovakia.
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Annex No. 1. : List of basic commodity groups to JIC classification

0 - Food and live animals

00 - Live animals other than animals of Division 03

01 - Meat and meat preparations

02 - Dairy products and birds eggs

03 - Fish (not marine mammals), crustaceans, nedlasd aquatic invertebrates and
preparations thereof

04 - Cereals and cereal preparations

05 - vegetables and fruits

06 - Sugars, sugar preparations and honey

07 - Coffee, tea, cocoa, spices and manufacthessdf

08 - Animal feed

09 - Miscellaneous edible products and preparations

1 - Beverages and Tobacco

11 - Beverages

12 - Tobacco and tobacco products

2 - raw materials unfit for human consumption, gtdaels

21 - Leather and fur

22 - Oil seeds and oleaginous fruits

23 - Crude rubber (including synthetic and recodgre

24 - Cork and wood

25 - grit and waste paper

26 - Textile fibers (except wool and combed wool)l éheir wastes (not manufactured in
the yarn or fabric)

27 - Crude fertilizers, other than those of diust6, and crude minerals (excluding coal,
petroleum and precious stones)

28 - Metal ores and scrap

29 - Crude animal and vegetable materials

3 - Mineral fuels, lubricants and related materials

32 - coal, coke and briquettes

33 - Petroleum, petroleum products and related niage



34 - Gas, natural and manufactured

35 - Electric current

4 - Animal and vegetable oils, fats and waxes

41 - Animal oils and fats

42 - Fixed vegetable fats and oils

43 - Animal or vegetable fats and oils, processekes of animal or vegetable origin,
inedible mixtures or preparations of animal or waege fats or oils
5 - Chemicals and related products

51 - Organic chemicals

52 - Inorganic chemicals

53 - Dyeing, tanning and coloring materials

54 - Medicinal and pharmaceutical products

55 - Essential oils and resins and scented matetdalet. polishing and cleaning
preparations

56 - Fertilizers (other than a group of 272)

57 - Plastics in primary forms

58 - Plastics in non primary forms

59 - Chemical materials and products

6 - Manufactured goods classified chiefly by matleri

61 - Leather, leather products, and dressed fusskin

62 - Rubber Products

63 - Cork and wood (except furniture)

64 - Paper, paperboard and articles of paper arpaprd

65 - Textile yarn, fabrics, finished goods andtedgproducts in
66 - Non-metallic mineral products

67 - Iron & Steel

68 - Nefarebné metals

69 - Manufacture of basic metals

7 - Machinery and transport equipment

71 - Machinery and equipment producing power

72 - Machinery for particular industries

73 - metal machining

74 - General industrial machinery and machine parts



75 - Office machines and automatic data processing

76 - Telecommunications, sound recording and repriod apparatus

77 - Electrical machinery, apparatus and applignees and electrical parts (including
non-electrical counterparts of electrical domestjaipment)

78 - Road vehicles (including air cushion vehicles)

79 - Other transport equipment

8 - Miscellaneous manufactured articles

81 - Prefabricated buildings, sanitary, plumbindgures and appliances, heating and
lighting

82 - Furniture, and parts thereof, bedding, matagspillows and upholstered products
83 - travel goods, handbags and similar receptacles

84 - Articles of apparel and clothing accessories

85 - Footwear

87 - Professional, scientific and controlling instrents and equipment

88 - Photographic apparatus, equipment and supgrieé®ptical goods, watches and
clocks

89 - Miscellaneous manufactured articles

9 - Commodities and transactions not classifiedvelfeere in SITC

91 - Postal packages not classified accordingge ty

93 - Special transactions and commodities not ifledsaccording to type

96 - Coin (other than gold coin), which are notkgnder

97 - Gold, non monetary (excluding gold ores anaceotrates)

I-gold, cash

[1-Gold coin and current coin

Tab. No. 22: List of basic commadity groups acaogdio SITC classification
Source: [19]



Annex No. 2: Comparison of state support for mediunand long-term export credits

in the OECD countries through export credit insurarce, direct loans provided by

export agencies and the support in the area of intest rates

Podporovan Podporovanég Podporovane
é Gvery Gvery v USD Gvery v USD
v USD na 1 na tis. USD na tis. USD
obyvatéa HDP exportu
1| Rakusko 282 | Rakusko 7,4 | Franctzsko 21,9
2| Svédsko 259 | Svédsko 6,3 | Rakasko 19,3
3 | Finsko 194 | Kanada 5,8 | Kanada 17,1
4 | Kanada 190 | SRN 5,3| | Svédsko 16,4
5| SRN 181 | Finsko 5,2 | Finsko 155
6 | Francuzsko 16 Francuzsko 5, Taliansko 15,2
7 | Dansko 11qQ | Ceska republika 3 SRN 15,2
8 | Taliansko 91 | Taliansko 3,4 | Japonsko 10,0
9 | Luxembursko 88 | Korejska republika 2,8 | Korejska republika 8,
10| Holandsko 76 | Dansko 2,4 | Dansko 7.1
11| Svagiarsko 66| | Holandsko 2,0 [USA 6,7
12 | Velkéa Britania 47 | Japonsko 1,3 | Spanielsko 5,4
13 | Korejské republika 47 | Velka Britania 1,3 | Ceska republika 51
14 | Japonsko 46 | Svafiarsko 1,2 | Velkéa Britania 4,8
15| Ceska republika 40| | Luxembursko 1,1 | Svafiarsko 3,7
16 | Belgicko 35 Belgicko 1,0 | Holandsko 3,5
17| USA 29 Spanielsko 0,9 | Luxembursko 3,2
18| Norsko 24 | USA 0,7 Pa’sko 1,8
19| Spanielsko 24 | Slovensko 0,7 Belgicko 11
20| Slovensko 6 Pd’sko 0,5 | Norsko 1,1
21| Austrélia 4| | Nérsko 0,4 | Slovensko 1,0
22| Pd’sko 4 Mad’arsko 0,2 | Australia 0,9
23| Portugalsko 2 | Portugalsko 0,1 | Portugalsko 0,6
24| Madarsko 2| | Austrélia 0,1 | Madarsko 0,4
25| Turecko 0| | Turecko 0,0 | Turecko 0,0

Tab. No. 23: Comparison of state support for medaund long-term export credits in the OECD countries
through export credit insurance, direct loans pfegi by export agencies and the support in the afrea

interest rates, Source: [20]



