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Regional outlook 2011 (best, stable and worst sectors)
 BEST STABLE WORST

Agriculture BG, HR, KZ PL, SK, HU, CZ, RO, UA, RU 

Mining1 RU, KZ UA, HU, CZ, HR, BG PL, SK, RO

Manufacturing

Food and Beverages RU, KZ, UA PL, SK, HU, CZ, RO, BG, HR 

Tobacco Products  PL, CZ, BG, HR, UA, RU, KZ HU, RO

Textiles  HR PL, SK, CZ, BG, HU,RO, UA, RU, KZ

Wearing Apparel2  BG PL, SK, CZ, HR, HU, RO, UA, RU, KZ

Leather Footwear  HU, HR, UA PL, SK, CZ, RO, BG, RU, KZ

Wood Products (excl. furniture)3 RO SK, HU, CZ, BG, HR, UA, RU, KZ PL

Paper and Pulp PL, BG, HR  SK, HU, CZ, RO, UA, RU KZ

Printing and Publishing  PL, SK, HU, CZ, BG, HR, UA, RU RO, KZ 

Refined Petroleum, Coke and Nuclear RU, KZ PL, SK, HU, RO, BG, HR, UA,  CZ

Chemicals4 HU, BG, RU CZ, HR, UA, KZ, PL, SK, RO 

Rubber and Plastics Products SK, HU, CZ, RO PL, BG, HR, UA, RU, KZ 

Mineral-based Products (non-metalic) KZ PL, SK, HU, UA, RU CZ, RO, BG, HR 

Manufacture of basic metals5 SK, CZ, RO, BG, UA, RU, KZ HU, HR, UA PL

Fabricated Metal Products5 CZ, BG, KZ SK, HU, RO, UA, RU  PL, HR

Machinery, Equipment, Appliances HU, CZ, BG  PL, SK, RO, HR, RU, KZ UA

Computers and Office Machinery PL, SK, CZ, BG HU, RO, HR, RU UA, KZ

Electrical Machinery PL, CZ, RO,  SK, HU, BG, HR, RU, KZ UA

Communications Equipment including Semi-Conductors and TVs PL, SK, CZ HU, RO, BG, HR, RU, KZ UA

Medical, Precision and Optical PL, HU, CZ, BG SK, RO, HR, RU, KZ UA

Motor Vehicles, Trailers and Parts6 SK, HU, CZ, RO, RU, KZ PL, BG, HR, UA 

Transport Equipment (excluding Motor Vehicles)6 HU, CZ, RU, KZ SK, UA PL, RO, BG, HR

Furniture, Jewelry, Toys, Musical, Other Goods 7  SK, HU, RO, HR, RU, KZ PL, CZ, BG, UA

Recycling HU, BG, KZ PL, SK, RO, HR, RU UA, CZ

Utilities SK, RO, RU, KZ PL, HU, CZ, BG, HR,  UA

Construction8  PL, UA SK, HU, CZ, RO, BG, HR, RU, KZ

Wholesale and Retail Trade9  PL, SK, HU, CZ, HR, UA, RU, KZ RO, BG

Hotels and Restaurants HR PL, RO, BG, UA, RU SK, HU, CZ, KZ

Transport, Storage and Telecommunication10 KZ, SK, HR PL, HU, CZ, RO, BG, UA, RU, SK, HR SK

Real Estate and Business Activities  PL, CZ, RU SK, HU, RO, BG, HR, UA, KZ

2011 CEE sectoral outlook – Sustainable recovery underway 
led by cyclical sectors but challenges remain
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Note: 
1)   For Romania, extraction of crude petroleum and natural gas with stable outlook; in Czech R., the outlook for quarrying is worst, while for the rest of mining is stable; in Croatia, other mining  

and quarrying with worst outlook; in Bulgaria, quarrying with worst outlook.
2)  In Bulgaria, longer term prospects more questionable (worst); 
3)  Longer term outlook for Poland more stable; 
4)  In Poland, outlook for basic chemical is worst; pharmaceuticals segment with best outlook in Romania and Slovakia; 
5)  In Poland, prospects for the sector in the long run are more stable; 
6)  For Russia, rising imports competition might constrain longer term growth (stable outlook); 
7)  For Poland and Bulgaria, longer term outlook is stable; 
8)  In Kazakhstan, large infrastructure projects showing good opportunities for growth (best); 
9)  In Romania, sub-segments such as pharma and fuel retail have more stable outlook; 
10)  In Slovakia, transport sector ranked as worst, storage as stable and telecommunication as best; for Croatia, telecommunication ranked with best outlook; in Hungary, transport and logistics are among servicing 

activities with brighter prospects in the longer term (best outlook)
Source: UniCredit CEE Strategic Analysis

Regional outlook
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Following the deep downturn recorded in both 2008 and 2009, the 
global economy has been gradually recovering during 2010. The 
“double dip” scenario has not materialised, but growth remains 
fragile and uneven among countries and regions. In Europe, fiscal 
consolidation and austerity packages will weigh heavily on 2011 GDP 
growth. Moreover, large disparities in countries´ growth (accelera-
tion in Germany vs. depression in the fiscally-strained periphery) 
complicate monetary policy and make it less potent in supporting 
Eurozone growth. Demand in Western Europe will remain significantly 
below pre-crisis levels, but is already recovering from previous lows, 
with chemical and communication equipment in the best position 
to recover (due in part to improved demand from Asia). At the same 
time, the machinery sector is still suffering from a limited willingness 
to invest (still high spare capacity), while automotive is affected by 
the fading out of scrap incentives and structural global overcapacity. 

The CEE region has also been recovering from the slump, expanding 
by an estimated 3.6% last year. However, the recovery pattern has 
diverged substantially among countries and segments. Recovery to 
date has been driven by industry and inventories supported by the 
rebound in export demand. Countries most open to the global trade 
cycle and with tighter links to Germany have reaped the greatest 
benefits, with Turkey experiencing the strongest momentum and 
Central Europe generally back on track. Countries which faced the 
strongest pre-crisis imbalances and require a deeper structural trans-
formation (mainly Latvia, Lithuania, Croatia, Romania and Bulgaria) 
are still lagging both in terms of momentum and levels. The euro debt 
crisis is definitely not helping, creating an environment of uncertainty 
and higher cost of country risk, which also reflects in higher funding 
costs for these economies. 2011 will see some consolidation in the 
recovery path, with growth projected to accelerate to some 3.8% yoy 
supported by a stable export dynamic and some pickup in private 
consumption in most CEE economies, despite persisting weaknesses 
mainly in countries with harsh austerity packages. 

The export-driven recovery scenario favours intermediate and 
investment goods. Also, as is typical in the early stages of a recov-
ery, cyclical sectors have been performing better recently: motor 
vehicles, electrical equipment, chemicals and basic metals have 
seen the strongest growth over 2009–2010. These sectors are 
expected to outperform in 2011 as well, also joined by investment 
goods sectors. 

Among the sectors with a more positive outlook, the chemical 
industry has already rebounded strongly in 2009–2010 and retains 
good prospects for 2011 and beyond, driven by demand from 
other manufacturing sectors, stable demand from agriculture and 
growing external demand. Prospects look particularly favourable 
in Bulgaria, supported by the generally lower level of indebted-
ness relative to other sectors and in Russia, backed by a general 
drive toward deeper domestic processing of mineral base. The 
pharmaceuticals and fertilisers sub-segments are expected to 
perform strongly and help to compensate for meagre demand for 
other chemicals in countries such as Romania, the Czech Republic 
and Slovakia. Producers of basic chemicals are instead expected 
to underperform in Poland due to persistent problems connected 
to underinvestment, chronic lack of production assets (particularly 
for polymers) and general limited access to key resources, which 
erodes their competitiveness against low-cost producers. Overall, 
the sector has already recovered from the crisis, with 2011 value 
added expected to be above the pre-crisis level. 

The outlook for basic metals and metal products is generally also 
good, supported by demand from machinery and equipment (includ-
ing automotive) and from China. CIS countries should outperform the 
rest of the region as they are expected to continue benefiting from 
massive comparative advantages justified by their ample natural 
resource endowment and above-average Asian economic growth. 
In Russia, for 2011 we expect an additional impulse to the stock 
cycle despite some uncertainty related to price developments. In 
Ukraine, the sector will also benefit from the expected increase in 
demand from preparations for the Euro-2012 football champion-
ship. In Kazakhstan, the sector provides a significant contribution to 
the economy, accounting for roughly 6% of value added and 2% of 
the total workforce. As one of the largest exporters historically, the 
sector has also been resilient during the crisis both in Romania and 
Bulgaria. Romania’s good positioning (the country ranks 13th in steel 
production among EU members) and some announced investment 
projects by large aluminium producers (e.g. Alro) supports its ranking 
among the country’s best performing sectors. Similar arguments also 
apply to Bulgaria, where despite some shutdown of important capac-
ity in the production of ferrous metals, the recent expansion into 
new export markets and opportunities related to the use of domestic 
scrap as input, support our optimistic outlook for this sector.

As a pro-cyclical sector, machinery, equipment and appliances 
has been recovering recently, helped by orders from Germany, and 
we maintain a stable outlook in 2011 for most of the CEE region. 
However, the sector is showing an excess of production capacity 
overall, with the level of value added considerably below the pre-
crisis level, mainly due to Russia and Romania. In countries such as 
Bulgaria, the more positive outlook is supported by the relatively low 

Source: UniCredit CEE Strategic Analysis, Global Insight
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level of sector indebtedness and an adequate supply of domestic 
metals with particularly strong positioning in the segment of military-
related equipment. Investment-driven demand should also be particu-
larly supportive in countries such as the Czech Republic and Hungary, 
although in the latter there is a risk that uncertainty could lead to a 
decline in FDI. The medium-term outlook is generally supportive due 
to a strong FDI presence in the sector, cost advantages and resource 
base. In CIS countries, however, FDI has been lacking, making it 
harder for them to maintain competitiveness in the longer term.

Computers, office machinery, communications, electrical and 
medical equipment are also cyclical sectors with generally good 
prospects, supported by a revival of exports and investment activ-
ity. In recent years EU members have benefited from strong FDI 
inflows and the relocation of production capacities from Western 
Europe. Prospects look more favourable for most Central European 
economies relative to the rest of the region. Among them, Poland 
and Slovakia are two success stories related to the spectacular 
development of the electronic and electrical equipment industry. 
These countries have recently attracted numerous foreign invest-
ments in medium/high-tech industries (Poland for segments such 
as consumer electronics, office and telecommunication equipment, 
Slovakia mainly in LCD production) and have become a popular 
destination of production relocation by multinational companies. 
This was less the case for CIS countries, where poor protection of 
intellectual property rights hinders sector development. 

Automotive, one of the most important manufacturing sectors for 
many CEE economies has seen a rebound in 2009–2010, helped 
to a large extent by car scrapping schemes in Europe and ongo-
ing relocation of production toward Eastern Europe. Overall, value 
added should reach 110% of pre-crisis level this year. Despite the 
sharp drop in domestic demand, the crisis has not affected – and 
even intensified – the process of erosion of Western Europe’s share 
in total production in favour of CEE countries, although with a two-
track development (with Central European countries more favoured 
relative to CIS). In just one decade, the share of motor vehicles 
(passenger cars and commercial vehicles) produced in CEE almost 
tripled at the end of 2009 to reach 24% of total European pro-
duction1. Looking ahead, the automotive sector in CEE countries 
could continue to fare better than Western Europe as they are still 
considered an efficient production basis. However, the relatively 
positive view on the production side will not be matched by a quick 
recovery in CEE markets on the demand side. Households will 
remain particularly prudent and car registrations will not quickly 
reach pre-crisis levels. Other transport equipment (ships, wagons, 
etc.) has been more heavily affected during the crisis and has 
weaker near-term potential; in many cases it is inefficient, with 
obsolete plants and lack of FDI. Furthermore, Croatian and Polish 
shipyards have been affected by EU regulations banning them from 
subsidising the industry. 

Some industries have been suffering structural changes in the last 
couple of years with no clear recovery prospects in the near future. 
These are industries struggling with many structural problems such 
as underinvestment, high indebtedness, overemployment, declining 
or definitive loss of competitive advantages. 

Mining has been losing significance in recent years in a range of 
CEE countries and has weak near-term prospects due to its heavy 
dependence on the construction industry, which still remains in 
limbo. Mining has been a declining industry all over the region even 
prior to the crisis and today value added is set at 104% of the pre-
crisis level. Low productivity and low comparative advantage are 
among the drivers of the above-mentioned trends. The only excep-
tion are CIS countries (Kazakhstan, Ukraine, Russia) where oil and 
other extraction industries play a dominant role in the economies 
and are already seeing a rebound due to rising world commodity 
prices and reviving internal demand. 

Highly labour-intensive light industries such as textiles, wearing 
apparel and leather footwear were in decline in the majority 
of CEE countries even before the crisis as they were consistently 
losing the competitive race with low-cost producers from Asia. 
Following the deep contraction in value added recorded at the 
peak of the crisis and a slight rebound recorded last year, those 
industries may also see some modest recovery in 2011, but their 
medium-term prospects remain bleak. Only some narrow highly 
specialised segments have a more stable outlook, such as leather 
products for world brand fashion houses, production of leather 
seats for the car industry or shoe production (as is the case in 
Poland). Those textile companies which have outsourced manu-
facturing of their own brand products to low-cost countries and 
thus concentrate only on effective marketing on the domestic and 
nearby markets are also in better shape.

Construction is among the sectors most hit by the crisis, and it 
should also remain under pressure this year, thus justifying a con-
tinued negative outlook in most of the countries. The poor state of 
company and household finances, combined with still tight credit 
conditions, will constrain sector development. Moreover, in some 
countries the sector’s weight in the total economy had substantially 
overshot a long-term equilibrium, calling for a structural rebalanc-
ing of the economy. There are, however, some countries and sub-
segments with better outlooks: in Ukraine and Poland, preparations 
for the Euro-2012 football championship will provide some support 
to the sector. In Kazakhstan, the large government programmes 
should help to boost infrastructure construction with roughly 
KZT 708 bn (EUR 3.5 bn) expected to be disbursed for transport 
modernisation (e.g. the Western Europe – Western China corridor) 
including railroads upgrade, particularly terminal and rolling stock. 
Infrastructure-oriented investments managed by the government 
and supported by the EU funding scheme will also be important 
drivers of construction sector growth in the rest of CEE countries 
with transport infrastructure (e.g. roads and highways) among the 
top priority projects. Together with construction, real estate suf-
fered severely during the crisis and is still under pressure. Many 
countries still have a substantial oversupply of residential and com-
mercial objects. Other Business Activities have better prospects as 
industry recovers. 

By contrast, defensive sectors (Food & Beverages, Telecoms, 
Utilities) have been more stable throughout the crisis, but are also 
not going to show rapid growth looking ahead. 

1 Including Russia and Ukraine, production reached 28% of the total in 2009

Regional outlook
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Food and beverages weathered the crisis well and is going to see 
steady growth in 2011. Russia, Ukraine and Kazakhstan are going 
to outperform the rest of the region due to large domestic markets 
and with still considerable gaps to fill in terms of infrastructure and 
processing capacities. 

Utilities is a stable sector with good prospects and it will benefit 
from the recovery in the industry in 2011. Government tariff regu-
lations and the crisis tax should weigh on the sector’s perform-
ance in some countries (Hungary, Ukraine). Reconstruction and 
modernisation programmes have been in place in many countries, 
often within the framework of EU initiatives, but inefficiencies still 
remain (notably in Romania, Croatia, Ukraine). We expect particu-
larly positive developments in countries such as Kazakhstan and 
Russia, supported by huge power station and grid (re)construction 
programmes and robust growth in energy demand from recovering 
industries.

We assign a generally stable outlook also for traditional sectors 
such as agriculture. The sector has shown resilience during the 
crisis and is expected to perform well going forward. Its near-term 
performance has been hampered by the 2010 bad weather condi-
tions, but this is unlikely to have a lasting effect. The sector has 
potentially very strong medium to long-term prospects due to rich 
agricultural resource endowments in CEE countries, however reali-
sation of this potential hinges on the implementation of structural 
reforms that would help raise sector efficiency. We expect a more 
positive outlook for the sector in Croatia, Bulgaria and Kazakhstan. 
In Croatia, the positive outlook is based on the ongoing recovery 
in exports especially for fishing and an expected acceleration in 
domestic demand. In Bulgaria, grain production has been the major 
growth driver, benefiting from favourable pricing levels and from 
considerable EU-funding, and sector fundamentals remain strong 
as unutilised farm land still offers significant potential. Kazakhstan 
also possesses good comparative advantages in agriculture (and is 
among the world’s ten largest wheat exporters) despite the strong 
need for upgrading technologies, facilities and procedures. We also 
assign a stable outlook for the sector in Russia where the adverse 
impact of severe droughts should fade in both 2011 and 2012.

We generally forecast a stable pattern of growth for wholesale 
trade, while the outlook remains more uncertain for retail trade 
especially in Bulgaria and Romania as consumer spending may 
remain soft due to persistently high unemployment, low income 
growth and meaningful indebtedness levels. Transport, storage 
and telecommunications depend to a large extent on the rest of 
the economy and, therefore, should perform relatively well in 2011 
on the wave of industrial and trade recovery. Telecoms may see 
sluggish growth due to still weak household demand. 

The recent economic crisis triggered a strong debate concerning 
the sustainability of CEE growth prospects and the type of ‘growth 
model’ that is appropriate for the region. 

In the short term, sector developments throughout the region will 
continue to be shaped by further deleveraging (particularly for highly 
indebted sectors), a deteriorating public debt situation, increased 

pressure to reform public expenditure programmes, and net capital 
imports below pre-crisis levels. Improved absorption of EU funds 
could definitely provide some boost to the ongoing recovery process.

The crisis did not change CEE’s long-term potential. Before the 
crisis, growth in the region benefited from a ‘catching-up’ process 
based on a high degree of trade liberalisation, capital movements, 
financial integration and the prospect of either accession to or a 
strong association with the EU. Capital inflows, however, largely tar-
geted non-tradable sectors (e.g. real estate) contributing much less 
toward the build-up of a competitive and sufficiently sized manu-
facturing sector. There was, however considerable variation within 
the region regarding the allocation of foreign direct investment 
across different sectors of the economy. In the medium to long run, 
we do believe the ‘old’ growth model continues to apply. However, 
CEE countries should pursue it with more caution, emphasising the 
development of better economic diversification and further mod-
ernisation (particularly true for CIS countries). 

Central European economies have a share of FDI stock in manufac-
turing – a sector with a high trade share – which is above or close 
to 40%; in most of the Baltic and SEE economies it is substantially 
below that. On the other hand, FDI shares are particularly high in 
a number of the SEE and Baltic economies in financial intermedia-
tion and in real estate. Hence there is a significant difference in 
the roles which FDI played in the different groups of economies in 
supporting the build-up of industrial capacities and resilience to the 
crisis and in its focus on tradable vs. non-tradable sectors. 

Once the crisis has passed, most of these trends will remain in 
place, but the changing global framework will imply a higher cost 
of international liquidity and risk, meaning a more balanced ‘inte-
gration model’. Overall, long-term potential growth will be slower 
than before the downturn, as all the convergence drivers are intact 

Source: UniCredit CEE Strategic Analysis, WIIW
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but are less strong than in the past. The uncertain global outlook, 
growing competition from Asia and some rebalancing from non-
tradable toward tradable sectors will shape the region’s growth 
pattern. 

More generally, improvements in the overall business environment 
and investment into higher value added sectors and more innova-
tion remain among the key challenges for the CEE region. Over 
the last decade, important progress has been made in making the 
business environment more investment-friendly with five out of the 
ten CEE countries analysed in this report ranking among the top 60 

in the World Bank’s ranking of ease of doing business. Despite the 
crisis, CEE countries have also succeeded in maintaining a strong 
role in total global exports, with only some stabilisation observed 
during 2010 in the context of a still decreasing share of Western 
Europe and strong competition from a rapidly growing Chinese 
economy.

However, important obstacles to business still remain. According to 
the latest EBRD Transition report, skills availability, corruption and 
tax administration emerge as the top three business environment 
constraints in many CEE economies. 

 Source: World Bank, EBRD

 WORLD BANK – EASE OF DOING BUSINESS EBRD – TRANSITIONS INDICATORS
 Overall Starting Protecting Trading Enforcing Closing Overall Competition Trade and 
 Rank Business Investors Across Contract Business Infra- policiy exchange 
    Borders  reform structure  system

Top performers

Singapore 1 4 2 1 13 2 – – –

Hong Kong SAR, China 2 6 3 2 2 15 – – –

New Zealand 3 1 1 28 9 16 – – –

CEE countries

Slovakia 41 68 109 102 71 33 3+ 3+ 4+

Hungary 46 35 120 73 22 62 4– 3+ 4+

Bulgaria 51 43 44 108 87 83 3 3 4+

Romania 56 44 44 47 54 102 3+ 3 4+

Kazakhstan 59 47 44 181 36 48 3– 2 4–

Czech Republic 63 130 93 62 78 32 n.a n.a n.a

Poland 70 113 44 49 77 81 3+ 3+ 4+

Croatia 84 56 132 98 47 89 3 3 4+

Russia 123 108 93 162 18 103 3– 2+ 3+

Ukraine 145 118 109 139 43 150 2+ 2+ 4

Competitiveness structural indicators (2010)

Source: UniCredit CEE Strategic Analysis Source: IMF DOTS
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Focus 1 – CIS Oil & Gas: seeking new markets

Russian oil production reached its all-time high in 2010 and is 
likely to retain these gains in 2011 despite core producing regions’ 
natural decline and maturity of certain key fields. The Russian cur-
rent daily production rate exceeds 10.1mn bpd, however in our 
view further small gains are lined up for 2011. Recent positive 
production profile revisions from a number of the country’s key 
upstream players, including Rosneft, TNK-BP, Gazprom Neft and 
Bashneft, lend support to our view of the Russian upstream as still 
evolving and not yet at the peak of its potential.

Russia’s gas industry reflected the global economic downturn of 
2008-2009 to a much greater extent than the oil sector. Production 
dropped by 12.1% in 2009 and its gradual recovery in 2010 is yet 
to bring the output rate to its historical highs. In addition, an abnor-
mally cold winter of 2009/2010 led to a large outflow of the natu-
ral gas in the country’s underground gas storage facilities, which 
are utilised in times of peak demand to balance the load on the 
key natural gas producing fields and the country’s gas distribution 
network. As a result, 2010 year-to-date gas production recovery 
appears skewed by the restoration of the underground inventory. 
This trend stimulates the output but does not directly translate into 
earnings until the gas is called up by the consumers.

Russian oil industry remains a low cost, low yield operation, with 
per-barrel earnings depressed by significant non-income taxes 
burden and other non-controllable costs such as transportation. 
The upcoming reforms to the sector envision a shift away from 
revenue-linked taxes toward a more balanced windfall profit tax 
approach. The government’s efforts to design a proper tax scheme 
were reinvigorated in 2H10. Alhough market reaction remains 
muted due to great uncertainty surrounding the issue and signifi-

cantly lower expectations of the potential direct benefits for the 
companies, in our view the newsflow surrounding the revisions to 
the O&G tax regime is likely to remain a key driver for the sector’s 
performance in the next twelve months. 

Russian downstream, meanwhile, enjoyed fairly strong netbacks 
throughout 2010, helped as usual by the low domestic crude price 
and world-level oil product prices. The government is on the verge 
of reducing its export duty rates for light oil products on the way 
to eventual convergence to the level of 60% of the crude export 
tax rate. By our estimates, this change is likely to help domestic 
integrated companies, in particular those which are long in refining 
cover vs. their respective upstream business segments. We note 
Gazprom Neft, Alliance Oil and Bashneft are among the most likely 
beneficiaries from the proposed downstream taxation changes.

Kazakhstan is rapidly developing into a key regional oil player, with 
production levels more than tripling since 1997 and large output 
gains lined up on the immediate near-term horizon. The country’s 
production is driven mostly by the output increases in the large 
PSA projects, in particular the large Tengiz field (developed pri-
marily by Chevron and ExxonMobile with local NC Kazmunaigaz 
and LUKoil’s Kazakhstan arm on board as minority investors). 
Production at Tengiz is up 18% yoy and is expected to rise further.

OPEC expects Kazakhstan to become a major contributor to the mar-
ginal additional barrels produced by non-OPEC countries as demand 
for crude oil picks up in 2011–2012. The country’s giant Kashagan 
project is forecasted to produce over 1.5 mn bpd of crude, contributing 
nearly 47% to the country’s total projected crude production. Delayed 
a number of times, the field’s launch is now scheduled for 2013.

Source: BP, MinTOP, UniCredit Research estimates

Russian crude production at all-time high while gas output recovery is far from certain
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UKR primary energy generation geared toward nat gas consumption Rising local output reduced but not eliminated dependency on GAZP

At the same time, the government’s budgetary concerns have led 
to a reintroduction of an export rent tax, currently charged at USD 
20/ton beginning August 2010. In 2011, the duty rate will double 
to USD 40/ton, and though still significantly below the Russian 
corresponding tax, the ongoing tweaking of the tax regime and 
enforcement of the new tax rules upon previously granted ‘grand-
fathered’ contracts (historically considered to be unchangeable) has 
led to a visible lag in the development of the sector.

Ukraine’s position in the ex-CIS energy space is vastly different 
from its neighbours due to the country’s net energy importer sta-
tus. Local crude and gas production do not cover even a third of 
the domestic hydrocarbon needs. Ukraine is thus Gazprom’s larg-
est customer among the monopoly’s European clients; its annual 
import volumes recently ranged between 27bcm and 50bcm in the 
past five years.

Ukraine’s primary energy demands are geared heavily toward natu-
ral gas, which is the source of nearly 41% of total primary energy 
generation. The government’s 2030 Energy Strategy envisions a 
reduction in the country’s dependency upon foreign energy suppli-
ers, namely Gazprom as the current sole natural gas importer into 
the country. The government plan calls for a multi-tiered approach 
to this task: along with stimulation of the local producers through 
the rising gas prices, further hydrocarbon permits distribution, and 
support of the healthy operating margins realised by local O&G 
businesses; the country also plans to diversify its sources of natural 
gas through construction of an LNG regasification facility on the 
Black Sea coast near Odessa (a long-term project with significant 
variations in the cost estimates and unclear logistics).

In our view, the newsflow surrounding Ukraine’s natural gas affairs 
will remain the key market moving factor. We note that a number 
of the independent public O&G companies are already present in 
the local market place. Gazprom’s efforts in establishing an arms-
length relationship business model with its Ukrainian counterparties 
have led to a significant increase in domestic gas tariffs, and as the 
result, a reinvigorated interest in the local hydrocarbon producing 
properties. Among the public companies already operating in the 
region are JKX O&G, Regal Petroleum and Cadogan Petroleum. 
Although the success of their operations varies to a wide degree, 
with gas prices expected to remain generally stable we believe 
more companies are likely to come on the market.

Source: BP, IMF, UniCredit Research estimates

Source: BP, MinTOP, UniCredit Research estimates

Ukraine’s net energy importer status calls for a reduction in dependency upon sole key supplier

Kaz oil production doubled in ten years, driven by large 
psa projects
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The automotive sector was among those most affected by the 
financial crisis. Although the worst is probably over, the environ-
ment remains very challenging for the sector. Indeed, despite a 
significantly better economic environment this year, the fading out 
of scrap incentives in various countries, which sustained automo-
tive sales during 2009 (especially in large markets such as Italy 
and Germany), is hampering market recovery.

Following three consecutive years of a reduction in new vehicles 
registrations in Europe, last year the two major markets, Italy 
and Germany, are estimated to have recorded further significant 
reduction in new car sales (see chart). This drop was driven by 
the end of scrap incentives and by the uncertainties related to the 
pace of recovery (mainly export driven, while consumer spending 
is still subdued). Many CEE countries – such as Bulgaria, Hungary 
and Romania, whose economies are still under pressure – were 
also showing a significant contraction of new car sales according 
to available statistics (until October 2010). 

During the financial crisis, the sector experienced the continua-
tion of some global trends already in place in the sector: 1) US 
producers continued to be the worst hit; 2) well-known structural 
problems of overcapacity, saturation and weak demand con-
tinued, and were even exacerbated; 3) increased sensitivity to 
global warming and greenhouse emissions has continued to push 
customers to change their preference in favour of smaller and 
more fuel-efficient vehicles during the past years – the effects of 

Focus 2 – Automotive in CEE

the economic crisis were moving in the same direction, in favour 
of smaller cars; 4) acquisitions and partnerships were among 
the strategies implemented by the OEMs (Original Equipment 
Manufacturers i.e. car producers) to survive the tough environ-
ment; 5) the role of emerging markets continued to develop, 
driven by the stellar performance of Chinese production (+48%, 
from 9.3 mn to 13.8 mn vehicles in 2009). Emerging markets 
have already contributed to an impressive production increase of 
19.5 mn vehicles during the past decade (1999–2009), 12 mn 
of which are attributed to China. The year 2009 marked the first 
year in which emerging markets production overtook production 
from North America, Japan and Western Europe (it was slightly 
higher than 20% a decade ago and is now at 55%); and 6) for 
the first time in its history, China surpassed Japan as the first-
ranked global producer of motor vehicles. 

The automotive sector is the most important manufacturing sec-
tor for most of the Central Eastern European (CEE) economies. 
For Slovakia, the Czech Republic, Poland and Hungary the sec-
tor represents a large share of manufacturing value added and 
export (more than 20% of Slovakian manufacturing exports, for 
example, and around 15% for the other CEE countries). 

Regarding the performance of the sector in CEE on the produc-
tion side, two main pieces of information must be considered:  
1) the region’s economies were among those most affected dur-
ing the global financial crisis of 2009, and local demand dropped 

European demand (new registrations in Europe, mn) New passenger cars registration (yoy % change, Jan-Oct 2010)

Source: OICA, Acea, UniCredit 

European demand is still weak
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sharply; and 2) despite this, during 2009 CEE countries continued 
to erode the share of vehicle production of Western European 
countries. In one decade the share of motor vehicles (passenger 
car and commercial vehicles) produced in CEE out of the total 
European production jumped from 9% (in 1999) to 22.4% in 
2008 and moved further to 24% in 2009. If Russia and Ukraine 
are included, production beyond the former “iron curtain” reached 
28% of the total in 2009. Among the world’s countries with the 
best performance in 2009 – in the midst of the crisis – were 
Romania, Slovenia, the Czech Republic (all three with positive 
growth in terms of production), Poland and Serbia. Russia and 
Ukraine were an exception, given their economies were more 
affected by the crisis – production of motor vehicles more than 
halved. The collapse amounted to a drop in production of 1.5 mn 
units to only 800,000 vehicles.

In summary, the automotive sector of CEE countries could con-
tinue to fare better than Western Europe. The East-West substitu-
tion of production clearly continued during the crisis, despite that 
a two-track development could clearly be seen: on one side, the 
strength of Central European countries, on the other, the weak-
ness of the sector in Ukraine and Russia.

The performance of CEE countries will remain in place in the 
next years: 1) optimisation of production by OEMs will continue 
(production in the East is more efficient and hence there is an 
incentive to reduce production in Western Europe rather than in 
Eastern Europe); 2) all of the top ten automotive players in the 
world – they represent around 80% of global production, as the 
sector is very concentrated – already have plants in CEE and are 
still betting on this area for their future development. We believe 
the above factors will remain in place, at least partially, and this 
will bode well for the role of automotive production in the region. 

Paradoxically, on the one hand, the automotive sector is character-
ised by huge and increased spare capacity at the global level; on 
the other, many OEMs are still expanding their production capac-
ity in Eastern Europe. Among the most relevant examples: 1) the 
Italian Fiat in Serbia, which established a joint venture with the 
Serbian government (in a few years, Fiat exports from Serbia will 
likely represent one-fifth of total Serbian exports); 2) Mercedes 
invested EUR 800 mn in a new plant in Kecskemét (Hungary). 
The company is building the factory and in 2011–12 is to start 
production of Class A and Class B models: the annual production 
capacity is to reach 100,000 compact Mercedes cars in 2012 and 
150,000 units in 2013; 3) in Slovakia, Volkswagen is to produce 
a new line of small-sized family cars in 2011. Production capacity 
will be expanded up to 400,000 vehicles after the production line 
is put into full operation – in 2009, around 188,000 vehicles were 
produced; 4) Bosch is closing its plant in Glamorgan (Wales) in 
summer 2011 and is moving to Hungary; 5) Toyota is shifting back 
the production of the new Corolla model vehicle to Turkey in 2012 
and 6) Renault chose its Bursa plant in Turkey as the main produc-
tion hub for its Clio model. Renault plans to produce 280,000 units 
of the model annually from 2013. 

These trends confirm that CEE will further increase its role as 
Western Europe’s production arm in the automotive sector. The 
“borderless economy” of Central Europe – in particular, Czech 
Republic, Slovakia, Hungary – will remain one of the most impor-
tant clusters for the main OEMs and their suppliers, not only from 
Western Europe but also from Asia (Toyota, Suzuki, KIA, Hyunday, 
Honda have factories in CEE). 

In summary, if the sector continues to suffer the effects of the 
crisis and the fading out of the scrap incentives, CEE countries 
can be considered more protected as they are still regarded as 
an efficient production basis. However, the relatively positive 
view on production (supply side), especially versus the Western 
European performance, will not be matched by a quick recovery 
of CEE markets (demand side). Households will remain particu-
larly prudent and car registrations will not quickly reach pre-crisis 
levels in Central Eastern European countries.

Production of motor vehicles in regions
 PRODUCTION (mn units) VARIATION (mn units) 
 2009 past decade (1999–2009) last year (2008–09)

Emerging markets 32,510 19,510 922

China 13,791 11,961 4,446

India 2,633 1,815 318

Emerging Asia (Other) 5,658 1,796 –857

Central Eastern Europe 3,887 2,152 –534

CIS 910 –324 –1,512

Latin America 5,253 2,047 –756

South Africa 380 63 –183

Developed countries 27,453 –15,888 –10,210

US and Canada 7,201 –8,882 –3,581

Japan 7,935 –1,961 –3,629

Western Europe 12,317 –5,045 –3,000

Source: OICA, UniCredit Research

Focus 2
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2011 Best, Stable and Worst sectors
Best  Stable  Worst

Agriculture High productivity & subsidies; Mining Stable outlook for mining,  Quarrying Influenced by long-term supply
 good liquidity in grains; profit  natural gas and coal   shortages globally and
 squeeze in livestock and milk  production.  cyclicality of the sector  

Paper and Pulp Solid growth, significant raw  Food and Beverages Good resilience during the  Textiles Strong traditions; low labour
 material base but elevated debt  crisis but very high indebted   cost; proximity to EU; low debt
   sector, import competition        

Chemicals Cyclicality; low debt; significant  Tobacco Products Export strength but import  Leather Footwear Low labour cost and proximity
 investment activity; construction-  competition, higher excise tax  to EU export markets but 
 related weakness in some   and decreasing consumption   overall poor competitiveness
 segments; export strength   growth    

Manufacture of  Resilience during crisis due Wearing Apparel Short-term outlook (stable)  Mineral-based  Dependent on construction
basic metals to shift to higher VA production  supported by strong traditions,  Products  and real estate; significant
 and new export markets;   low labour cost, proximity to EU (non-metalic) raw materials base; strong
 investments in cleaner tech-  markets and speciali-  investment; high FDI;
 nologies; high FDI opportunities  sation in short lead time   high transport cost
 in domestic scrap as input        

Fabricated Metal  Expansion to new export  Wood Products Export strength, significant raw  Transport Equipment  High debt; oversupply in ships; 
Products markets; machinery driven  (exclude furniture) material base, low labor cost,  (excluding Motor  low competitiveness; 
 demand; vast opportunities in   strong FDI presence but  Vehicles) significant metals base 
 domestic scrap as input   elevated debt and dependence 
   on construction and furniture

Machinery, Equipment,  Investment driven demand, Printing and  Stability during recession;  Furniture, Jewelry,  High correlation with construc-
Appliances low debt and FDI presence;  Publishing saturation in some segments  Toys, Musical,  tion and real estate, weak
 good supply of domestic  and lower marketing budgets Other Goods domestic demand and high
 metals; strong in military-    debt but solid export, signi-
 equipment    ficant raw materials base and
       low labour cost

Computers and Office  Cyclical sector characterised  Refined Petroleum,  Strong export activity; low debt; Construction High debt; oversupply in 
Machinery by low debt, low energy  Coke and Nuclear investments in higher ecological  residential, office, leisure,  
 intensity, solid export, FDI  standards; high FDI presence;  retail; infrastructure related 
 and high profitability  high dependence on external  activity to pick up
   resources   

Medical, Precision  Cyclical sector, low debt, low Rubber and Plastics High debt, cyclicality and Wholesale and  High debt; oversupply; 
and Optical energy intensity and high Products construction-related Retail Trade consolidation underway in 
 profitability   weakness   favor of larger chains but high 
     FDI presence and investments 
     in modern logistics 

Recycling High potential in scrap metals  Electrical Machinery Cyclical; low debt; low energy  Real Estate  Oversupply in residential, 
 and waste management; new   intensity; solid export growth; and Business  office, leisure, retail real estate;
 investments with EU, govern-  FDI; high profitability;  Activities high debt in real estate; 
 ment funding   construction-related; support  low debt in business services;
   from new renewable  solid growth in outsourcing
   energy projects; renovation of  business services;
   power network  resilient software segment 

  Communications  Cyclical sector characterised 
  Equipment including  by low debt, low energy inten-
  Semi-Conductors  sity, solid export growth, FDI 
  and TVs presence and high profitability   

Bulgaria – Tradable sectors at the front end of recovery
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Best  Stable  Worst

  Motor Vehicles,  Solid investments in auto part facilities; high FDI; new auto plant to begin
  Trailers and Parts operations; elevated debt  

  Utilities Electricity export pick up but poor domestic demand, lack of competition and 
   need for network upgrades; renewable energy projects boom due to subsidies,
   water and waste management projects financed by government and EU   

  Hotels and Restaurants High debt; oversupply; poor infrastructure; fast food formats progress

  Transport, Storage and  Low debt; cyclicality in transport; pick up in foreign trade; poor domestic activity; 
  Tele communication saturation in communications; transport network expansion, modernisation; 
   diverse transport alternatives   

  Public Administration  –
  and Defense   

  Education, Health and Low debt; vast new investment potential; government financing issues; EU funding
  Social Services, Social opportunities
  and Personal Services    

  Private Household Services Higher resilience of non discretionary services during crisis; low purchasing power 

Source: UniCredit Bulbank

After a sharp fall in 2009, GDP growth stabilised early last year and 
moved into positive territory in 2Q10 (up by 0.5% qoq), marking 
the end of Bulgarian recession. Looking at the details, recovery has 
clearly started from export and changes in inventories. Improved 
utilisation of EU funds and restocking of inventories have also been 
among the most relevant growth drivers. More recently economic 
data flow relevant to fixed investments has likewise started to 
improve, suggesting that recovery is set to broaden also in terms of 
drivers, as investments are likely to provide a positive contribution 
in 2011. At the same time, contraction in household consumption 
expenditures has shown little sign of abatement, highlighting the 
slow and uneven nature of Bulgaria’s economic recovery. 

Solid but still below potential GDP growth of around 2.8% yoy is 
expected for this year. Despite a somewhat weaker dynamic relative 
to 2010, export growth is set to remain solid in 2011. The positive 
push from restocking seems not over, particularly given its limited 
contribution to growth posted so far when compared with other CEE 
markets. More progress in EU funds and restart of some investments 
which were put on hold during the most difficult times of the crisis, 
are expected to contribute positively to growth dynamics in 2011. 
The big challenge for the Bulgarian economy however lies in the suc-
cess of a structural transformation of the economy, with strengthen-
ing of competitive advantages and export potential, away from non-
tradable sectors which accounted for roughly 90% of value added 
growth and two-thirds of pre-crisis investment activities.

The tradable sectors are likely to outperform others, building on 
strength from 2010. Cyclical sectors with high potential to benefit 
include paper manufacturing, chemicals and pharmaceuticals, 
basic metals and fabricated metal products, machinery and elec-
tronic equipment. Paper manufacturing has benefited from the 
cyclical upturn in demand and favourable pricing levels, and pro-
vides good opportunities for further growth, with untapped potential 
for leveraging on domestic raw materials. Currently, import still 
dominates considerably over export, which could be reversed going 
forward, also due to advantages based on lower cost production in 
the country.

Chemicals and pharmaceuticals have traditionally been strong 
export drivers for Bulgaria and are also ranked among the sectors 
with the “best” outlook. Due to cyclical demand growth in 2010, 
the sector has outperformed and is likely to continue to do so into 
2011. In addition, lower indebtedness levels compared to other 
sectors are supportive. Still, state- regulated gas prices (gas is a 
major energy source) remain an obstacle. Along with basic chemi-
cals, pharmaceuticals and fertilizers have been among the strong-
est segments, with new investment likely to lead to more robust 
output growth going forward. 

Basic metals is also ranked among the “best” performing sectors. 
As one of the largest exporters historically, the sector has been 
resilient during the crisis, due to expansion into new export markets 
and increased capacity in higher value added production. Ferrous 

Source: UniCredit Bulbank, Statistical Office
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metals capacity has decreased due to a shut down of important 
capacity, caused by financing difficulties and the real estate slump, 
while non-ferrous metals have performed better and compensated 
for the ferrous metals declines. Investments in improved efficiency, 
lower pollution and modern capacity substituting obsolete technolo-
gies are likely to improve the profile of the sector further. 

Among the best performing sectors, agriculture is likely to be 
supported by favourable demand-supply dynamics going forward. 
Grains have been the major growth driver, benefiting from favour-
able pricing levels due to supply shortages and from considerable 
EU-funding. On the other hand, the livestock segment has suffered 
due to lack of financing, and slow development of large modern 
farming. External financing to farming activity in general is report-
edly hard to secure, as traditionally the sector is not very attractive 
for financial institutions. This may lead to below potential growth in 
crops despite strong profits in 2010. In addition, EU funding plays a 
crucial role for farmers, and any delays in distribution of such funds 
usually lead to lower planting activity. Looking ahead, sector funda-
mentals remain strong, as a favourable climate and unutilised farm 
land offer significant potential, in light of stable growth in demand.

Infrastructure oriented investments managed by the govern-
ment and crucially supported by EU funding schemes are also 
likely to be important growth drivers. Among top priority projects 
appear to be major cross country roads and highways, as well as 
underground train networks in the capital. Others such as water 
and waste management are also likely to benefit, while there are 
initial signs of health care equipment investments, funded by EU 
programmes, finally likely to go live. Overall, the EU funding frame 
in the 2007–2013 period is worth EUR 9.4 bn, with an additional 
contribution of up to EUR 2.0 bn from the Bulgarian government. 
However, out of the total amount only a mere 11% has actually 
been paid on projects at present.

Operation programs funded by the Structural Funds (ths euro)

 EU National  Total Paid as of Sep 2010 % of total

Transport 1,624,480 379,002 2,003,481 90,969 4.5

Environment 1,466,425 334,323 1,800,748 92,452 5.1

Regional Development 1,361,084 240,191 1,601,275 110,754 6.9

Competitiveness 987,883 174,332 1,162,216 219,679 18.9

Human Resources 1,031,789 182,080 1,213,870 85,291 7.0

Administration Capacity 153,671 27,118 180,789 41,903 23.2

Technical Support 48,297 8,523 56,819 5,687 10.0

All Operational Programs 6,673,628 1,345,569 8,019,197 646,734 8.1

     

Sectoral programs not funded by the Structural funds
 EU National  Total Paid as of Sep 2010 % of total

Agriculture 2,609,099 632,840 3,241,938 562,287 21.5

Fisheries 80,010 26,670 106,680 n.a n.a

Total 2,689,108 659,510 3,348,618 n.a n.a

     

TOTAL  9,362,737 2,005,079 11,367,815 1,209,021 10.6*
Note: *) Excluding Fisheries Source: UniCredit Bulbank

Non-tradable sectors are likely to lag behind the rest of the 
economy in line with 2010. Consumer spending may remain soft 
due to persistently high unemployment, low income growth, and 
meaningful debt levels thus, influencing trends in sectors such as 
wholesale and retail trade. The sector is characterised by the 
highest share of bank debt, particularly short-term debt, as the 
previous decade’s rapid economic growth stimulated debt expan-
sion. Sub-segments such as high-end shopping malls might be 
characterised by some overcapacity, while others (e.g. discount-
ers) still look relatively underpenetrated. Overall, the retail market 
remains quite fragmented and consolidation is likely to progress 
further, led by expansion plans of retail chains and penetration 
of new players (the sector has been one of the most attractive 
for FDI). On the other hand, reviving international trade is likely 
to continue to stimulate wholesale trade activity. Construction 
and real estate activities, except for infrastructure projects, are 
also likely to remain among the “worst” performing sectors. Vast 
supply in segments including residential, office, retail, and leisure 
during the past several years has been significantly outpacing 
demand growth, potentially leading to much lower levels of activ-
ity in the medium term. High indebtedness built up in a very short 
time frame also bodes ill for the sectors, while vacancy rates are 
meaningful and building up further due to ongoing completion of 
already started projects. 

Among the sectors with a stable outlook, electricity is a tradi-
tionally important sector for the government. The sector remains 
under-liberalised (state-set prices), with no competition among final 
providers, and state dominance in generation activities. At the same 
time overdue investment in the power grid remains an issue due to 
low profitability of companies which operate the network. 
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SECTOR MARKET STRUCTURE 
  Number of  Number of  
  enterprises1 SME2 
    
    

TOTAL   1,446,084 259,081 

Agriculture, Hunting, Forestry, Fishing   163,395 7,317 

Mining & Quarrying   860 226 

M&Q of energy producing materials   169 34 
M&Q except of energy producing materials   691 192 

Manufacturing   100,278 26,390 

Food products, beverages and tobacco   24,417 5,980 
Textiles and textile products   18,116 4,456 
Leather and leather products   1,720 450 
Wood and wood products   7,877 1,662 
Pulp, paper & paper products; publishing & printing   6,530 1,751 
Coke, refined petrolium products & nuclear fuel   56 17 
Chemicals, chemical products and man-made fibers   1,923 597 
Rubber and plastic products   4,261 1,321 
Other non-metalic mineral products   3,079 879 
Basic metals and fabricated metal products   11,164 3,210 
Machinery and equipment n.e.c.   4,699 1,623 
Electrical and optical equipment   5,397 1,751 
Transport equipment   1,899 414 
Manufacturing n.e.c.   9,140 2,279 

Electricity, Gas & Water   1,619 299 

Construction   50,878 13,006 

Wholesale & Retail Trade, Restaurants & Hotels   682,447 139,842 

Wholesale & Retail Trade  599,534 121,811 
Restaurants & Hotels  82,913 18,031 

Transportation & Communications   109,205 16,183 

Transportation & Storages   107,310 15,524 
Communication   1,895 659 

Finance, Insurance, Real Estate & Business Services   194,550 30,839 

Financial Institutions  6,008 1,127 
Insurance  10,982 435 
Real Estate, Dwellings & Busienss Services   177,560 29,276 

Community, Social & Personal Services   142,852 24,979 

Note: 1) 2007; 2) 2008 

Bulgaria – Structural indicators (2009 unless otherwise stated)

Bulgaria
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SECTORAL DETAILS COMPETITIVENESS CONSTRAINS
Share in  Share in  Capital FDI RCA2,  Wage adjusted Average Total Bank 

Total VA,% Total FDI,%  Intensity1   Attractiveness %   Labour   Wage  Indebteness1, Indebteness1, 
  % %  Productivity Indicator2 % %
     Indicator2   

100.0 100.0 59.2 100.0 100.0 100.0 100.0 60.9 11.6 

6.0 0.4 22.2 7.5 348.6 375.5 73.3 59.2 13.8

1.8 0.5 39.1 28.6 5.3 114.6 166.8 43.5 4.4

0.7 –0.1 37.7 –12.1 0.2 85.5 165.9 63.9 n.a
1.1 0.6 39.7 55.7 26.6 142.1 167.7 35.4 n.a

15.3 18.1 61.9 118.7 120.8 65.4 90.4 57.9 13.0

3.3 2.0 75.1 60.2 118.1 84.0 88.5 66.2 20.6
2.1 2.1 30.0 98.7 213.4 57.1 60.4 52.9 9.5
n.a 0.0 n.a n.a 149.3 n.a 55.3 n.a n.a
0.3 0.3 81.5 104.8 104.0 54.3 72.9 58.2 13.5
0.8 0.5 81.7 60.2 60.6 69.9 97.8 57.9 13.5
n.a 3.4 n.a n.a 360.6 n.a 305.1 n.a n.a
0.9 1.4 71.6 153.4 98.2 86.0 126.6 38.8 10.0
0.5 0.2 116.3 38.0 57.9 73.4 68.1 68.4 17.6
1.3 1.6 60.3 123.6 119.1 125.8 109.8 49.4 13.9
1.7 3.9 82.1 227.3 195.7 40.8 115.6 61.1 12.1
1.6 1.6 47.7 104.3 76.5 48.1 116.1 52.3 7.7
1.1 0.8 27.8 72.3 78.2 68.6 104.0 51.8 8.4
0.4 0.1 n.a 21.0 25.0 44.6 133.3 55.7 9.0
0.6 0.2 62.7 36.2 108.5 78.7 65.8 63.1 14.9

4.7 3.9 100.9 82.0 10,807.1 122.9 173.2 40.8 11.4

8.6 7.1 95.8 82.2 n.a 125.1 85.2 73.6 10.3

12.5 15.2 79.5 122.3 n.a 80.1 71.5 70.1 14.6

9.6 13.7 81.7 143.1 n.a 73.2 74.0 71.2 13.7
2.9 1.6 71.4 54.2 n.a 112.1 62.0 63.8 20.1

10.4 12.4 57.7 119.3 n.a 124.8 125.1 57.3 7.5

6.2 1.1 n.a 17.1 n.a 115.6 117.3 51.9 7.8
4.2 11.3 n.a 270.6 n.a 145.9 149.2 62.8 7.3

24.6 40.7 58.1 165.2 26.8 189.0 139.2 n.a n.a

7.8 18.1 20.3 231.2 n.a 168.7 234.5 76.4 45.1
n.a n.a n.a n.a n.a n.a 250.7 30.8 4.9

16.8 22.5 75.7 134.4 26.8 202.6 110.4 59.6 10.2

16.2 1.7 27.1 10.7 623.0 60.0 113.4 49.8 6.4

Source: Statistical Office, UniCredit Bulbank
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2011 Best, Stable and Worst sectors
Best  Stable  Worst

Agriculture Recovery of exports,  Mining Generally stable outlook Quarrying Further drop in domestic
 especially fishing; gradual     demand, especially
 recovery of domestic demand      from construction industry 

Paper and Pulp Stronger external demand  Food and Beverages Growth more likely to be Wearing Apparel Limited domestic demand
 from countries in the region;   driven by external demand  with low competitiveness 
 recovery of domestic     and lack of new investments
 intermediate demand    and management leadership 

Hotels and  Expected good tourist Tobacco Products – Mineral-based Connected with construction,
Restaurants season; gradual upgrading    Products (non- meaning there is no room for
 of quality, better flight   metalic) growth
 connections with EU     

Transport,  Stable transport and storage Textiles Recovery of both domestic Fabricated Metal Among sectors which are
Storage and  due to stagnating retail trade;   and external demand; firms Products mostly lagging behind general
Telecommunication spreading of new services  which survived likely to show  recovery after the crisis; low
 (especially IPTV) support better  gradual recovery in the  domestic demand and very
 outlook for telecommunication  next years  slow recovery of exports  

  Leather Footwear Production of leather seats Transport Equipment Shipbuilding industry: lack
   for car industry and (excluding Motor of new orders, at risk of losing
   production of footwear Vehicles) probably half of its capacity
   gradually reviving; gradual  (due to restructuring terms
   recovery of external demand  agreed with EU Commission)

  Wood Products  Growth driven by intermediate Construction Stopping of all government-
  (exclude furniture) demand of gradually reviving  led infrastructural projects;
   furniture industry as well as  very low demand for new
   external demand  dwellings; very low demand
      for business investments 

  Printing and – Real Estate and  Low demand for new dwellings; 
  Publishing  Business Activities low business demand (new 
     offices, warehouses etc.) partly 
     due to the lack of FDI 

  Refined Petroleum,  Benefit from modernisation of
  Coke and Nuclear refineries in Rijeka and Sisak   

  Chemicals Mostly driven by growing 
   external demand   

  Rubber and Plastics  Gradual recovery of external
  Products demand   

  Manufacture of  Expected considerable growth
  basic metals of steel exports from restruc-
   tured Sisak factory owned 
   by US firm   

  Machinery, Equip- Well below its potential, but
  ment, Appliances expected gradual recovery
   of production and exports

  Computers and  –
  Office Machinery   

  Electrical Machinery Gradual recovery driven 
   mostly by external demand   

  Communications  –
  Equipment including 
  Semi-Conductors 
  and TVs   

Croatia – Budget constraints to influence key sectors

Croatia
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Best  Stable  Worst

  Medical, Precision and Optical Gradual recovery driven mostly by external demand   

  Motor Vehicles, Trailers and Parts –  

  Furniture, Jewelry, Toys, Musical,  Stable outlook with further recovery expected during the next year, mainly driven
  Other Goods by exports and new investments in design (supported by government)   

  Recycling –  

  Utilities In need of new investments; growth driven by new distribution channels for gas   

  Wholesale and Retail Trade Gradual recovery mainly driven by slow recovery of domestic demand   

Source: Zagrebačka banka Research, UniCredit CEE Strategic Analysis

Source: European CommissionSource: Zagrebačka banka Research, UniCredit CEE Strategic Analysis
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Croatia’s economy at the end of 2010 according to available data 
has stabilised, but still there is little evidence of a sustained recovery. 
Exports are slightly higher, but there are no signs of a substantial 
pickup in domestic demand. The pattern of growth based on public 
spending on infrastructure projects extensively used in the past is 
not possible in the near future with foreign debt approaching 100% 
of GDP and the fiscal deficit over 5% of GDP. As domestic demand 
will no longer be able to contribute to growth as much as in the past, 
partly because private sector investment spending is likely to recover 
only in the medium term, exports will have to play a greater role. 

The prospect of completing EU accession talks in the first half of 
2011 remains the main policy anchor in the country as general 
elections are nearing (expected in late 2011). In such circumstanc-
es, the fiscal deficit is not likely to narrow (needed cuts in public 
spending will be postponed to the post-election period). Inflation 
pressures are expected to remain relatively low and the currency 
stable as the current account deficit remains low due to weak 
domestic demand. 

The most important drivers of growth in 2011 remain export-oriented 
manufacturing industries, and especially export-led services sectors 
(tourism, transport). We do foresee another good touristic season 

which in the context of gradual upgrading of infrastructure quality 
and better flight connections with EU supports our positive view for 
the hotels and restaurants sector. Important contributions will also 
originate from other well performing sectors such as agriculture, 
forestry and fishing, as well as telecommunications. The excellent 
performance of the agricultural sector in Croatia is fostered by the 
recovery of exports and domestic demand, in particular for the fishing 
market. As regards the very positive dynamic in Telecommunications, 
it is spurred by the spreading of new services, in particular IPTV and 
other similar sectors.

The paper industry is also expected to make a notable contribution to 
growth in 2011. The stimuli comes again largely from abroad, thanks 
to strong external demand in the region, although there is also vibrant 
domestic intermediate demand, mostly for packing purposes.

EU accession funds will be also an important factor of support, because 
some EUR157 mn could be withdrawn in 2011, mostly for projects 
in regional development, institution building and rural development. 
However, budget constraints will force a change in the pattern of infra-
structure projects. For example, the completion of the last part of the 
motorway from Zagreb to the southern port of Ploče has been delayed 
until the end of 2012 reflecting budget constraints. Unlike in the past, 
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Croatia

government policy is now more in favour of attracting private sector 
participation when undertaking infrastructure investments. 

The focus of future infrastructure activity will be mainly on build-
ing gas pipelines, freight railway capacities, ports and airports. 
Government projects in terms of energy policy have a medium- to 
long-term horizon, so that 2011 and 2012 will most likely repre-
sent a period of preparation for larger projects to come. Despite the 
more stable prospects for infrastructure investments, the overall 
outlook for the construction sector remains negative. The main 
determinants of this classification are the virtual stop of all the 

government-led infrastructure projects, the low demand of new 
dwelling and the very scarce demand for business investments.

Among the worst performing sectors, development in the real 
estate industry remains constrained by low demand both in the 
residential and business segments. The outlook for quarrying and 
other mining suffers a lot from the drop in domestic demand, 
induced by the bad performance of the construction industry. Those 
weaknesses are also one of the main determinants of the nega-
tive outlook for mineral-based and fabricated metal products. 
Wearing apparel is also expected to perform relatively weakly 

Croatia – Structural indicators (according to NACE 1. 1, 2009 unless otherwise stated)1

SECTOR MARKET STRUCTURE 
 Number of  Number of  
 Enterprises SME 
   

TOTAL 91,316 91,069 
Fishing and agriculture 2,312 2,307 
Mining and quarrying 248 242 
Manufacturing 10,939 10,869 

Food products 1,327 1,309 
Beverages 224 219 
Tobacco products 3 2 
Textiles 217 217 
Wearing apparel 555 553 
Leather products 132 131 
Wood and wood products 845 845 
Paper and paper products 173 171 
Printing 876 876 
Refined petroleum products 8 6 
Chemicals and chemical products 263 260 
Pharmaceutical products 32 29 
Rubber and plastic products 671 670 
Other non-metallic mineral products 613 608 
Basic metals 119 117 
Fabricated metal products 1,835 1,832 
Computers. electronic and optical products 509 505 
Electrical equipment 257 251 
Machinery and equipment 566 565 
Motor vehicles. trailera ans semi-trailers 74 72 
Other transport equipment 285 279 
Furniture 571 570 
Other manufacturing 299 299 
Repair and installation of machinery 485 483 

Electricity, gas and steam 191 182 
Water supply, waste management 515 513 
Construction 12,151 12,127 
Wholesale and retail trade 27,262 27,176 
Transport and storage 3,522 3,508 
Hotels and restaurants 4,833 4,829 
Information and comunications 3,576 3,565 
Financial activities 674 670 
Real estate 4,134 4,133 
Professional, scientific and technical activities 12,926 12,918 
Administrative and auxiliray service activities 3,264 3,262 
Public services; compulsory social insurance 37 37 
Education 828 828 
Health and social activities 917 917 
Art, entertainment and recreation 791 790 
Other service activities 2,194 2,194 
Households as employers 2 2 

Note: 1) Number of SME is the number of enterprises with turnover up to HRK 300 mn (approximately up to EUR 41 mn). 
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because of the increased competition from emerging Asia and lack 
of new investments and management leadership. 

Among the stable sectors, food and beverages industry is still 
depressed due to low domestic demand, but is likely to benefit in 
2011 from expected gradual increase in external demand. Parts of 
textiles industry which survived are prepared to profit from favourable 
conditions on the foreign markets this year and gradually increase its 
production. Leather industry on the back of gradual recovery of foot-
wear production may also slightly improve its position during 2011. 
Chemical as well as pharmaceutical industry has also stabilised in 

2010 and is preparing for new investments in current year. Production 
of machinery and equipment is likely to increase its exports in 2011 
on the back of recent considerable growth of new orders from foreign 
markets, but is still suffering on the domestic market. 

Generally, expected completion of EU accession talks during the first 
half of 2011 would boost investor sentiment toward Croatia and likely 
lead to a quicker recovery in investment activity as country risk falls and 
credit spreads tighten. More projects in the future should be carried 
out with the support of EU funds which will be available to Croatia upon 
entry into the European Union (expected in the beginning of 2013). 

SECTORAL DETAILS COMPETITIVENESS CONSTRAINTS
Share in Share in  FDI Capital RCA Labour Average Total Bank

VA % FDI, % Attractiveness  Intensity  productivity Personnel  Indebted- Indebted-
          Costs ness ness

100.0 100.0 100.0 0.5 100.0 118.9 107.4 49.72 33.94
3.2 0.3 8.8 0.3 147.0 118.7 106.6 58.09 49.58
1.8 3.8 209.8 1.2 29.8 270.3 163.3 30.86 20.28

23.9 22.6 94.5 0.2 108.0 100.0 100.0 44.09 38.41
4.3 1.6 37.9 0.2 107.4 102.5 98.9 45.79 41.73
1.3 n.a n.a 0.3 201.0 218.8 143.5 31.73 19.31
0.6 -0.1 -16.7 0.0 449.5 779.3 177.5 0.00 0.00
0.2 0.4 175.2 0.1 52.3 47.1 60.7 45.93 37.32
0.9 0.2 22.7 0.1 161.8 46.7 57.2 43.66 35.01
0.3 0.3 101.8 0.2 159.5 36.4 57.9 29.01 27.45
0.7 0.1 20.7 0.2 272.9 55.0 61.6 52.34 42.16
0.3 0.2 63.5 0.2 65.5 67.1 82.1 60.05 50.10
0.6 0.4 70.6 0.3 95.2 111.0 101.4 46.94 38.60
2.0 6.6 320.3 0.0 277.8 208.6 184.0 46.08 46.08
0.7 6.6 943.7 0.4 80.7 94.5 117.7 43.06 40.61
0.8 n.a n.a 0.1 86.0 175.1 210.3 28.70 25.10
0.7 0.5 67.2 0.2 43.3 96.2 84.6 48.94 38.68
1.7 3.4 197.9 0.3 179.2 133.5 109.1 41.41 31.27
0.2 0.1 41.7 1.1 51.0 32.8 82.8 31.70 24.03
2.3 0.4 19.7 0.1 129.7 89.5 90.5 40.87 32.00
1.0 1.1 107.4 0.1 56.2 146.7 144.7 41.55 33.91
1.5 n.a n.a 0.1 197.3 144.6 135.7 28.66 24.00
1.0 0.4 35.9 0.2 64.0 90.5 99.6 34.00 30.17
0.3 0.3 78.3 0.1 32.2 88.6 87.3 49.98 44.75
1.3 -0.1 -5.7 0.3 309.9 90.6 114.3 54.16 52.09
0.6 0.3 44.0 0.1 153.4 55.7 64.1 38.07 30.48
0.1 n.a n.a 0.1 40.9 87.2 90.4 42.70 26.27
0.6 n.a n.a 0.1 n.a 87.8 102.9 69.30 51.50

3.4 0.2 5.2 0.5 32.2 204.2 144.8 14.78 14.21
2.1 0.6 27.8 0.5 1,837.5 123.2 112.7 57.26 47.96
9.9 0.8 7.7 0.7 n.a 101.7 92.9 65.07 34.19

20.0 16.6 83.0 0.2 n.a 107.0 97.9 43.92 25.28
7.5 0.7 10.0 0.3 n.a 124.4 125.6 55.88 46.59
3.8 2.5 67.4 0.6 n.a 94.6 94.4 68.04 50.71
7.7 n.a n.a 0.3 124.7 262.3 170.4 31.57 20.08
1.5 36.9 2,524.1 2.6 n.a 214.1 138.5 39.22 24.94
3.0 8.0 268.8 0.8 n.a 199.5 152.9 58.98 35.71
7.7 0.7 n.a 0.4 3,487.8 176.2 142.7 55.94 45.24
1.9 n.a 38.1 0.3 n.a 64.2 77.3 49.96 26.72
0.2 n.a n.a 28.7 n.a 470.9 176.0 75.00 72.91
0.3 n.a n.a 1.3 n.a 74.0 92.0 44.82 22.77
0.7 n.a n.a 1.1 n.a 104.6 114.8 58.43 42.33
1.0 n.a n.a 0.4 113.4 107.0 99.8 62.46 38.96
0.5 n.a n.a 0.2 n.a 76.1 88.9 45.62 23.72
0.0 n.a n.a n.a n.a 223.7 108.4 66.44 19.20

Source: Zagrebačka banka Research, UniCredit CEE Strategic Analysis
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Czech R. – Cyclical sectors to continue driving the recovery

After having gained momentum last year, supported by a combi-
nation of both domestic and external factors, moderate recovery 
is set to continue in the Czech economy also throughout 2011. 
Manufacturing will be supported externally by impressive economic 
growth in Germany and internally by higher corporate capital 
spending on machinery and transport equipment. Higher business 
confidence may also keep boosting the level of inventories and 

2011 Best, Stable and Worst sectors
Best  Stable  Worst

Rubber and Plastics  Solid demand from automotive Agriculture Heavily subsidised Textiles Challenge from cheap imports,
Products industry; feeble demand from   sector   production transfer eastward
 construction 

Manufacture of basic  Cyclical upturn  Mining Mostly vertically integrated into  Quarrying Outlook for quarrying dampened
metals   energy production complex  by poor construction activities

Fabricated Metal  Revival of investments,  Food and Beverages Domestically oriented, but  Wearing Apparel Challenge from cheap imports,
Products domestic as well as abroad   competitive challenges from   production transfer eastward
   Poland and Slovakia   

Machinery, Equipment, Revival of investments,  Tobacco Products Oligopoly  Leather Footwear Challenges from cheap imports
Appliances domestic as well as abroad     and production transfer eastward 

Computers and  Cyclical upturn  Wood Products  Exporter of commodity (of  Refined Petroleum,  Lack of predictability in the
Office Machinery  (exclude furniture) domestic origin), heavy state  Coke and Nuclear sector represented by just a
   involvement   couple of the companies, with 
     most of them being horizontally
     interconnected with other sectors 

Electrical Machinery Revival of investments,  Paper and Pulp Cyclically driven Mineral-based  Negatively influenced by
 domestic as well as abroad    Products (non-metalic) depressed construction activity 
     and weak household demand 
     for housing 

Communications  Revival of investments,  Printing and  Squeezing due to internet  Furniture, Jewelry,  Depressed by poor 
Equipment including  domestic as well as  Publishing competition Toys, Musical, Other  construction activity and 
Semi-Conductors  abroad   Goods subdued households 
and TVs      consumption 

Medical, Precision  Revival of investments,  Chemicals Benefits from demand from  Recycling State’s “green frenzy”
and Optical domestic as well as abroad   other manufacturing sectors; 
   stable demand from  
   agriculture; rising demand for 
   pharmaceuticals     

Motor Vehicles,  Benefits from Hyundai  Utilities Benefits from demand from  Construction Standstill in residential 
Trailers and Parts strategy for growth at the   industry  projects; structural construction 
 EU level     dragged by state budget cuts 

Transport Equipment  Revival of investments,  Wholesale and Retail Partially non-cyclical (retail)  Hotels and  Capacity oversupply in Prague
(excluding Motor  domestic as well as abroad Trade and partially driven by  Restaurants
Vehicles)     recovery in the industry    

  Transport, Storage and Benefits from industry and 
  Telecommunication export revival  

  Real Estate and  Standstill in new projects and 
  Business Activities NPL on a downward trend in 
   real estate, revival of demand 
   for business services 

Source: UCB CZ

FDI inflows. The improved macroeconomic conditions during 2010 
already marked a significant reversal in the trend, with inward FDI 
inflow nearly doubling on a yearly basis in 1H 2010 to reach CZK 
80.2 bn, mostly directed toward the financial sector. Overall the 
Czech economy is likely to continue to profit from its comparative 
advantages at the European level, remaining a production hub for 
Europe in medium-high technological sectors.

Czech Republic
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Source: UCB CZ, CNBSource: UCB CZ, Statistical Office

Non-performing loans by key industrial sectorsValue added by sector (real terms)1
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Major headwinds are instead set to be attached to the govern-
ment’s fiscal restrictions. These should be felt in lower social 
transfers, inhibiting the potential of private consumption to expand. 
Secondly, public investments are likely to be cut short. From the 
production side, the structure of demand might prove to be sup-
portive for engineering sectors, while construction and other related 
sectors are anticipated to underperform. 

EU funds could contribute to further boost the ongoing recovery 
process. The Czech Republic is entitled to receive about EUR 
27 bn from the EU in the budgeting period 2007–2013. In the 
period to come, efforts will be made to finalise road and railway 
projects which are currently underway and co-financed with EU 
money. No big new projects are set to start any time soon, as the 
budget of the State Fund of Transport Infrastructure will shrink by 
CZK 30 bn in 2011 versus the record high of 2010. In 2011, EU 
funds will provide approx. CZK 18 bn for transport infrastructure 
investments (vs. CZK 36 bn in 2010), while the local co-financing 
should amount to CZK 10 bn (vs. CZK 12 bn in 2010). Outside 
the investments into transport infrastructure, major environmental 
projects (such as water processing plants, sewage systems etc.) 
are being co-financed by municipalities or directly by the Ministry 
of Environment. These projects could drain another CZK 25 bn from 
EU funds in 2011; the civil engineering construction sub-sector will 
remain the major beneficiary from the production side.

Among the best performing sectors, the automotive industry is 
expected to maintain the positive trend observed last year. The 
industry was running double-digit growth in 2010, driven by a suit-
able product portfolio and rising production by Hyundai. Last year 
for the first time in history, one million vehicles were produced in 
the Czech Republic. Demand in the sector is giving a boost to the 

related sector of rubber and plastic production as well as to 
other engineering sectors. Machinery and equipment has been 
also gaining ground since the middle of 2010. Considering its typi-
cal position as a beneficiary in the later stages of the economic 
cycle and its current solid order books, the machinery and equip-
ment outlook for 2011 looks fairly promising. In contrast to the 
transport equipment branch, 2011 growth in the the machinery 
and equipment sector is projected to accelerate into the double-
digits area in 2011. Demand from the machinery and equipment 
branch should also help the basic metals and fabricated metal 
products sector. At the same time, electrical and optical equip-
ment should benefit from an expected need of the corporate sector 
to replace fixed assets.

Within the stable sectors, wholesale is set to perform better than 
retail due to its closer linkages to expanding industrial output. Despite 
the stable outlook, retail trade may instead post meagre growth, as 
private spending will be dampened by the government’s fiscal restric-
tions in 2011. Overall, the trade sector should post decent growth 
over the 2011–2012 period. The majority of relevant indicators for 
the real estate sector are currently hovering around their lowest 
levels since 2005 but the prospect of further deterioration remains 
generally limited. We expect the commercial real estate segment to 
return to more normal functioning during the year accompanied by 
economic recovery gathering pace. Signs of recovery have been also 
mounting in the industrial and logistics property market. Compared 
to other segments (e.g. retail, office and residential), the industrial 
segment appears to be improving a bit faster. Utilities could profit 
from the rising demand for energies by industry and related sectors. 
The mining industry should benefit from an ongoing renaissance in 
commodity prices. Chemicals might do reasonably well, as the anti-
cyclical pharmaceutical and fertilizer productions will mitigate meagre 
demand for other chemicals.

Note: 1) Size of the ball = value added in billion USD
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After the surprisingly mild drop in construction output observed 
during 2009 (compared to the sharp fall in industrial output), 
the construction branch accelerated its decline during last year. 
Measured by the volume of construction works (structural and civil 
engineering construction combined) the sector dropped by an esti-
mated 8% yoy in 2010. The branch is set to remain under pressure 
in the foreseeable future thus justifying its rating among the worst 
performing sectors; lower public funding for infrastructure invest-
ment and the cautious approach of private investors support our 
view that 2011 will likely be the third year in a row with negative 
growth. Output stabilization may only occur starting from 2012. 
Subsequently, non-metallic production and the production of fur-
niture will be suffering as well.

The hotels & food services branch is experiencing difficulties; 
apparently, tourists (residents & non-residents) travel closer to 
home, spend less and stay abroad for shorter periods of time. 
Prague (as the centre of the Czech Republic’ tourism) feels capac-
ity oversupply which keeps persistant pressure on margins. A more 
pronounced recovery can hardly be expected before 2012.

Textile and leather products are set to resume their long-term 
downside, characterised by low profitability and a reduction of 
capacities on relocation of production abroad. 

Czech Republic

Note: 1) 2008 Source: Statistical Office, UCB CZ

Czech Republic – Structural indicators (2009 unless otherwise stated)

SECTORS MARKET STRUCTURE SECTORAL DETAILS COMPETITIVENESS
 Number  Number of Share in  Share in  FDI Capital Labour Average 
 of enter-  employees  total VA,% total attractive- Intensity, Productivity Personnel 
 prises ’000   FDI, %1  ness %  %    (Manufac- Cost (Manu- 
       turing facturing  
        = 100) = 100)

TOTAL  343,832   4,254  100.0 100.0 100.0 29.6 90.7 113.3

Agriculture, Hunting, Forestry, Fishing  6,466   146  3.1 0.2 5.4 23.5 82.0 77.4

Mining & Quarrying  354   48  0.7 2.7 389.1 39.5 55.2 115.5

Manufacturing  36,951   1,213  31.4 34.6 110.1 17.6 100.0 100.0

Food products, beverages and tobacco  n.a   137  2.5 3.4 134.4 17.2 71.7 84.7
Textiles and textile products  n.a   60  0.9 0.6 66.9 13.4 56.4 62.2
Leather and leather products  n.a   7  0.1 0.0 10.2 5.4 53.0 74.4
Wood and wood products  n.a   47  1.0 2.1 212.3 18.9 81.6 71.6
Pulp, paper & paper products; publishing & printing  n.a   57  1.5 n.a n.a 16.8 103.8 118.1
Coke, refined petroleum products & nuclear fuel  n.a   4  0.7 4.8 655.9 5.7 805.6 137.2
Chemicals, chemical products and man-made fibres  n.a   41  1.7 n.a n.a 16.0 161.3 122.9
Rubber and plastic products  n.a   81  2.7 n.a n.a 14.2 129.8 96.9
Other non-metallic mineral products  n.a   63  1.6 3.0 186.6 22.4 98.2 105.4
Basic metals and fabricated metal products  n.a   191  2.7 4.4 162.7 30.9 54.4 97.3
Machinery and equipment n.e.c.  n.a   155  3.6 3.1 86.1 18.4 89.8 106.9
Electrical and optical equipment  n.a   172  5.6 3.8 69.2 11.8 124.9 103.8
Transport equipment  n.a   137  5.6 8.8 158.0 20.3 157.6 123.0
Manufacturing n.e.c.  n.a   62  1.2 0.5 41.6 16.0 72.4 89.2

Electricity, Gas & Water  3,216   57  2.7 7.8 293.5 55.3 180.1 173.3

Construction  28,068   306  5.4 1.0 19.3 18.1 67.8 100.2

Wholesale & Retail Trade, Restaurants & Hotels  131,458   691  17.8 10.4 58.6 12.4 99.4 103.3

Wholesale & Retail Trade  117,598   545  16.7 9.8 58.7 11.3 118.5 110.0
Restaurants & Hotels  13,860   146  1.1 0.6 57.8 29.9 28.1 78.0

Transportation & Communications  18,924   318  10.6 6.8 63.7 53.4 129.1 116.8

Transportation & Storage  7,946   249  7.8 n.a n.a 67.1 120.0 112.9
Communications  10,978   69  2.9 n.a n.a 16.5 162.3 130.8

Finance, Insurance, Real Estate & Business Services  105,677   475  15.6 35.1 224.3 49.8 127.2 152.6

Financial Institutions  1,936   55  2.3 18.8 820.1 16.6 162.0 223.8
Insurance  n.a   16  1.0 n.a n.a 5.2 253.5 193.7
Real Estate, Dwellings & Business Services  103,741   404  12.3 16.3 132.0 59.7 117.6 139.4

Community, Social & Personal Services  11,324   1,001  12.6 1.4 11.1 38.8 48.7 122.5
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Hungary – Government policy to have an impact on some 
industries

2011 Best, Stable and Worst sectors
Best  Stable  Worst

Chemicals – Agriculture Vast reserves to exploit, but Tobacco Products Outlook influenced by
   deep farm fragmentation, mass  intensive counter campaigns, 
   production domination, poor  increasing excise rates and
   sense of the market, inflexible  high penetration
   workforce and influence of  of illegal products
   political interests    

Rubber and Plastics  – Mining Low economic relevance Textiles Small economic scale; 
Products   except for stone and gravel   import competition

Machinery, Equipment,  – Food and Relatively resilient to crisis,  Wearing Apparel Inward processing dominates
Appliances  Beverages but not much rebound; share  => uneven asset utilization, 
   of import rising constantly;  => profit gap; import 
   domestic firms slowly  competition
   accommodating to the more
   sophisticated EU market     

Medical, Precision  Profitable and fast growing Leather Footwear Solid status of inward processing Construction Weak performance in residential;
and Optical business activity; growth   for world brand fashion houses  EU co-financed school
 not halted even during the  but uneven asset utilisation,   renovation projects eased the
 harshness of the crisis   sensitivity to FX and import  depression
   competition   

Motor Vehicles,  – Wood Products One of the two largest pro- Hotels and –
Trailers and Parts  (exclude furniture) cessing plants under liquidation;  Restaurants
   manufacturing of pellet for 
   bioenergetics utilisation has 
   room to develop; prospects in
   wood carpentry limited by
   recession construction   

Transport Equipment  – Paper and Pulp – Real Estate and Sluggish real estate; other
(excluding Motor     Business Activities business stable with good
Vehicles)     chance to take advantage of
     improving business climate 

Recycling Underdeveloped but demand Printing and Fragmented sector. Small prin-
 generated by increasingly Publishing ting firms in weak bargaining
 strict EU environmental  position, but must keep up with
 standards; high capital returns   fast technology obsolescence 

  Refined Petroleum,  MOL with solid market presence,
  Coke and Nuclear cutting-edge technology, large
   infrastructure and good  
   access to financial markets; 
   some adverse impact from the
   crisis tax 

  Mineral-based  Large foreign companies
  Products dominate production;  
  (non-metalic) depression in construction de- 
   teriorated earning ratios but 
   no extreme cases of defaults   

  Manufacture of  –
  basic metals,  
  Fabricated Metal  
  Products,   
  Computers and  
  Office Machinery   
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Best  Stable  Worst

  Electrical Machinery Poor statistics basically reflect withdrawal of traditional  
   light bulbs from production at GE domestic plants  

  Communications Equip- –
  ment including Semi-
  Conductors and TVs   

  Furniture, Jewelry,  Recession in furniture as domestic demand stagnates
  Toys, Musical, Other  while import competition and raw material prices have
  Goods been increasing. Bottoming out phase, however, giving
   way to moderate recovery for firms that survived   

  Transport, Storage and In long run, transport and logistics with brighter than
  Telecommunication average prospects. HUF 61 bn crisis tax strongly impacting, 
   telecom firms, esp. T-com.   

  Utilities Price moratorium for residential services and higher input  
   costs utility weighing on firms’ results. Crisis tax of HUF 70
   billion on energy firms, many of which already loss making   

  Wholesale and  Retail hit by depressed domestic
  Retail Trade economy and by crisis tax of HUF 30 bn  

  Education Health and –  
  Social Services, Social  
  and Personal Services   

Hungary

Following the deep contraction observed in 2009, the Hungarian 
economy gradually stabilised during last year expanding by an 
estimated 1.2% yoy. Progress was still hampered by depressed 
domestic consumption resulting from a high debt service ratio to 
disposable income. Public spending could not generate additional 
demand as the budget deficit is under tight monitoring by institu-
tional lenders to Hungary. Investment is showing signs of picking 
up, especially in the business sector, while households will pre-
sumably hold back spending on both capital and consumer goods. 
EU funds could provide some boost to the ongoing recovery proc-
ess. In the 2007–2013 EU budget, Hungary was granted a total 
of EUR 28.76 bn for co-financing the framework programmes. 
Since the implementation of these programmes was launched in 
1H 2007, Hungary reached 90% progress -ranking among the 
top 3 within the new EU member states following Estonia and 
Lithuania. For the relevant period Hungary has three major EU 
co-funded framework programmes – New Hungary Development 
Plan with an EU contribution of EUR 24.92 bn, New Hungary 
Rural Development Programme with EU funds of EUR 3.81 bn 
and Fisheries Operational Programme with EU financing of EUR 
34 mn. The government has committed itself to maintaining the 
2.8% deficit target for 2011 while it is determined to implement 
one tax rate bracket and family taxation in PIT. In return, it intro-
duced heavy crisis taxes on the financial, energy, retail trade and 
telecom sectors and suspended contribution payments in intended 
for private pension funds. Despite streamlined public financing 
plans and the drastically improving external financing capability 
of Hungary, high gross external indebtedness, the lack of a new 
IMF programme and the redemption schedule of EU and IMF loans 
make Hungary sensitive to potential money market shocks. 

Over the past years, the operating environment in Hungary has 
been generally investment friendly with FDI inflows averaging 

roughly 5.0% as a share of GDP in the 2004–2008 period. The 
risk is now that uncertainty will bring a decline in FDI. Moreover, 
market mistrust is leading to an increase in country risk (lower 
ratings, higher CDS), meaning a higher cost of funding for the 
economy. 

Among the sectors with better prospects, the automotive industry 
now represents a core part of the Hungarian economy charac-
terised by the dominance of multinationals, the highest labour 
productivity and FDI share, the fastest capital return, and largest 

Source: UniCredit Bank HU Research, UniCredit CEE Strategic Analysis
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export volumes after electronic machinery. Following the 2009 
free-fall, along with resurging export demand, vehicle and spare 
part manufacturers have awakened extremely quickly from the 
depression and lined up to expand local capacities. Audi has 
geared up engine production by 32% in first half of 2010 following 
a 27% drop in 2009. The firm is planning to double the area of its 
existing plant with the officially unconfirmed aim to bring complete 
high-end production. In 2008 Daimler AG initiated an EUR 800 mn 
project to build a manufacturing plant for the production of the 
next generation A- and B-Class series from 2012 onward. Opel 
is going to double its Hungarian capacities by investing EUR 500 
mn. From 2010 onward the firm plans to produce 500,000 motor 
block units a year. In addition to these giant projects several oth-
ers are underway at Allison, Bosch, Telefunken and many others. 

Thanks to massive FDI inflow rubber manufacturing has also 
become a prosperous industry marked with world leading pro-
ducers such as Continental, Michelin, Bridgestone and Hankook. 
However, the sector could not escape the headwinds of the crisis 
and experienced a 23% contraction from the peak in 2008. Over 
the past year, however, production enlarged by 12% driven by 
export sales. Prospects for the sector look even more promising, 
supported by plans of prominent brand owners such as Hankook 
to boost current tyre production from 5 mn to 12 mn by 2012 
after the currently ongoing EUR 230 min worth of investment 
project has been completed.

Among the stable sectors, agriculture still represents one of 
the key industries for the Hungarian economy. Although natural 
resources are abundant and perfect for land cultivation transfor-
mation, the damages inflicted during the 1990’s have not yet been 
recovered from entirely and the sector is still vulnerable to errati-
cally occurring weather hazards like the one in 2010. Hungary’s 
EU entry brought a great deal of opportunities (especially in 
development financing) as well as challenges. While the intensity 
of mechanisation has been rising rapidly since that event, it is still 
relatively low: engine capacity per hectare measures only 1.9 kw 
in contrast to the 5.6 kw of the EU average. A ban on foreigners’ 
land purchases prohibit the penetration of up-to-date farming 
methods and technology, the involvement of desired excess capital 
and the consolidation of a fragmented land structure. In 2009 the 
actual disbursement of EUR 2.2 bn within the framework of the 
Agricultural and Rural Development Programme was twice the 
amount of the annual target due to crisis rescue measures that 
allowed higher SAPS payments and increased the contribution 
from EU funds. Out of the total amount the EU covered 76%, while 
direct subsidies accounted for EUR 1.16 bn, corresponding to 
52% of total disbursement. As to the outlook, although the interim 
statistics indicate a poor harvest and decreasing earnings for 
2010, the sector holds a vast amount of reserves to exploit, and 
there is also the low base of reference and the rare probability for 
harsh weather conditions to reoccur one year after another.

Food processing has strong ties to agriculture. In the years after 
EU entry the export surplus significantly melted away, with import 
goods making aggressive inroads into the domestic market. The 
share of imports now appears to be stabilising at below 20%, 

while Hungarian firms are getting more successful in acquiring 
new markets abroad. The sector weathered the crisis relatively 
well but faces much less dynamic progress in the coming years. In 
the short-term, we maintain a stable outlook for the sector.

Stable prospects are also expected for the refined petroleum, 
coke and nuclear sector. The sector practically consists of one, 
albeit, regionally prominent firm, MOL. It possesses solid market 
presence, cutting-age technology, one of the most efficient oil 
refineries in the region, a vast amount of infrastructure and proxi-
mate access to financial markets. The company is supposed to be 
adversely affected by the crisis tax, but it has the means to offset 
a part of extra costs with higher prices. 

We also maintain a stable outlook for the wholesale sector. 
Prospects are however less positive for the retail segment, which 
has been hard hit by the depressed domestic economy (unem-
ployment, high debt service, credit freeze). The proposed crisis 
tax in the amount of HUF 30 bn is unlikely to disturb the affected 
retailers as they can easily pass on the extra cost to customers in 
marginally higher prices.

The construction sector is one of the most adversely affected 
by the poor financial state of households caught in a debt trap. 
Construction of residential flats experienced a 32% decline, the 
number of construction permits fell by almost the same degree. 
Corporate and public investments could not offset such a vast 
drop, even more so as the state has its own financial problems. 

Currently underway EU co-financed school renovation projects 
were alone to ease the depression somewhat. Given the antici-
pated lack of dynamism in the domestic recovery, especially in 
terms of private consumption and spending sentiment, coupled 
with the lingering debt-related issues, the sector outlook remains 
still uncertain.

Similar to construction, the real estate sector has also suffered 
the most over the past one-and-a half years. Though the crisis has 
bottomed out, sector prospects are not very bright due to the still 
high indebtedness level. Until the debt service ratio to disposable 
incomes falls to a more tolerable level no significant resurgence is 
expected. Outside of real estate, other business activities have had 
a relatively stable performance and have a good chance to benefit 
from an improving business climate.

The outlook remains also negative for the hotels and restaurants 
sector. Hungarian EU presidency in 1H 2011 may ease the gloom 
somewhat but, in our view, will be inadequate to bring about a 
real turning point. High exposure to unpredictable elements (good/
bad weather), similar to the case in agriculture, and higher than 
average operating leverage (high proportion of fixed costs) is also 
considered in the poor rating.
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Hungary – Structural Indicators (2008, unless otherwise stated)

SECTOR MARKET STRUCTURE 
 Number of  Number of  Number of 
 Enterprises employees SME1 
    

    

    

TOTAL 649,271 2,918,500 648,326 

Agriculture, Hunting, Forestry, Fishing 24,181 175,800 24,149 

Mining & Quarrying 452 8,500 450 

M&Q of energy producing materials 58 n.a 57 
M&Q except of energy producing materials 394 n.a 393 

Manufacturing 58,209 794,600 57,759 

Food products, beverages and tobacco 6,339 132,300 6,266 
Textiles and textile products 5,409 55,200 5,385 
Leather and leather products 632 9,100 622 
Wood and wood products 4,281 18,516 4,279 
Pulp, paper & paper products; publishing & printing 7,603 37,384 7,581 
Coke, refined petroleum products & nuclear fuel 13 6,500 11 
Chemicals, chemical products and man-made fibres 676 44,000 660 
Rubber and plastic products 2,188 40,968 2,152 
Other non-metallic mineral products 2,261 28,332 2,236 
Basic metals and fabricated metal products 9,402 96,600 9,374 
Machinery and equipment n.e.c. 5,900 45,900 5,861 
Electrical and optical equipment 6,809 131,300 6,706 
Transport equipment 809 76,500 750 
Manufacturing n.e.c. 5,887 72,000 5,876 

Electricity, Gas & Water 772 84,100 723 

Construction 68,785 293,300 68,760 

Wholesale & Retail Trade, Restaurants & Hotels 182,391 702,000 182,261 

Wholesale & Retail Trade 150,006 549,200 149,895 
Restaurants & Hotels 32,385 152,800 32,366 

Transportation & Communications 34,932 345,300 34,854 

Transportation & Storage 32,640 254,300 32,573 
Communications 2,292 91,000 2,281 

Financial Intermediation 27,141 95,500 27,113 

Real Estate, Dwellings & Business Services 199,036 274,300 198,901 

Community, Social & Personal Services 53,372 145,100 53,356 

Hungary

Note: 1) 2007
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SECTORAL DETAILS COMPETITIVENESS CONSTRAINTS
Share in  Export IMP/ Share FDI Capital RCA Labour Average Wage Total

total propensity AC, % in total Attractive-  Intensity  productivity Personnel  adjusted Indebted-
VA %   %    FDI, % ness % %  ths HUF/ Costs (yearly Labour ness

       capita YTL) ths HUF produc- %

        capita tivity 

100.0 17.5 16.6 100.0 100.0 23.2 1.0 6,115.3 2,398.0 2.6 44.2

4.1 12.3 14.5 0.6 15.4 34.6 0.8 4,134.6 1,621.4 2.6 41.3

0.5 1.5 4.3 0.3 58.1 15.8 0.3 10,006.7 2,928.6 3.4 11.1

0.3 n.a n.a n.a n.a 0.4 0.1 n.a n.a n.a n.a
0.1 n.a n.a n.a n.a 53.2 1.7 n.a n.a n.a n.a

26.4 53.1 45.9 36.4 137.8 19.3 1.2 5,928.6 2,284.0 2.6 38.5

2.7 23.8 14.5 2.9 107.7 21.5 1.7 3,670.7 1,907.9 1.9 57.6
0.5 64.9 55.0 0.4 84.9 10.3 1.4 1,468.1 1,335.6 1.1 82.4
0.2 64.9 58.4 0.1 58.9 5.8 1.2 3,107.0 1,382.2 2.2 82.6
0.3 39.4 29.8 0.4 109.0 16.4 1.4 3,249.5 1,534.9 2.1 90.8
1.3 18.9 20.0 1.3 102.7 35.6 0.9 6,017.5 2,058.3 2.9 46.5
2.3 13.9 29.0 1.4 61.0 5.0 0.4 64,025.7 6,160.2 10.4 23.2
2.5 58.2 36.0 2.3 90.1 25.6 2.3 10,212.7 3,474.1 2.9 23.2
1.3 46.7 35.1 1.3 98.9 26.8 1.5 5,864.7 2,819.1 2.1 42.7
1.0 24.6 15.2 2.1 225.3 23.2 1.7 6,004.4 2,255.2 2.7 43.7
2.3 39.0 24.8 3.1 135.3 32.3 1.8 4,282.2 2,115.3 2.0 42.8
2.0 39.0 25.3 1.7 85.0 13.7 1.8 7,909.3 2,395.5 3.3 17.5
5.8 84.8 83.1 6.3 108.3 7.9 1.1 7,940.8 2,202.3 3.6 101.4
3.6 88.0 83.2 12.7 353.2 26.5 1.4 8,375.7 2,647.0 3.2 19.5
0.5 26.7 20.9 0.3 48.5 29.6 1.3 1,316.8 1,972.2 0.7 34.5

4.2 2.7 14.6 4.5 107.6 15.6 0.2 8,908.3 4,140.4 2.2 20.0

5.5 0.3 1.4 1.0 18.5 10.9 0.2 3,330.2 1,826.4 1.8 39.6

14.4 15.2 17.6 14.6 101.6 14.8 0.8 3,649.9 1,767.8 2.1 56.6

12.9 13.2 15.5 13.9 107.4 14.6 0.8 4,198.9 1,895.1 2.2 58.0
1.9 0.1 0.5 0.7 36.0 11.9 0.2 2,272.1 1,470.7 1.5 43.4

9.7 0.7 1.9 6.3 64.6 55.9 0.4 5,026.3 2,819.6 1.8 45.0

7.3 1.0 1.9 0.5 6.7 60.5 0.5 5,118.7 2,356.2 2.2 54.9
2.4 0.3 1.9 5.8 238.2 42.3 0.1 4,768.1 5,445.8 0.9 31.3

5.6 0.1 0.1 12.7 227.4 4.8 0.6 10,438.5 5,361.7 1.9 52.0

23.5 0.7 0.6 23.0 97.9 27.1 1.0 15,271.0 2,516.1 6.1 34.9

5.7 0.3 0.3 0.6 11.2 20.6 0.9 7,060.1 2,148.5 3.3 57.0

Source: UniCredit Bank HU Research, UniCredit CEE Strategic Analysis



Sectoral Analyses, Outlook 2011

30 I Sectoral Analyses, Outlook 2011

2011 Best, Stable and Worst sectors
Best  Stable  Worst

Agriculture Priority sector and major  Tobacco Products Some positive prospects Textiles Long-term questionable, 
 export sector; over-leveraging     imports from China and others
 in a significant number 
 of cases      

Mining Base of the Kazakh economy  Wood Products  Some demand for wooden Wearing Apparel Long-term questionable, 
  (exclude furniture) construction material, but   imports from China and others 
   generally production not very 
   promising   

Food and Beverages Huge catching up needs,  Chemicals Mixed outlook; strong recovery Leather Footwear Long-term questionable, 
 particularly in processing,   and also future prospects  imports from China and others
 storage packaging   related to agriculture, metall-
   urgy and pharma, but already 
   very strong credit growth in 
   the past   

Refined Petroleum,  Government programme for Rubber and – Paper and Pulp Lack of own raw material
Coke and Nuclear gasoline import substitution,  Plastics Products   base
 uranium, uranium processing 
 a major and developing 
 industry in Kaz     

Mineral-based  Construction materials Machinery,  Strong recovery in 2010,  Printing and Publishing activity rather
Products (non-metalic) needed for large government- Equipment,  local content policies, but not Publishing unstable
 and oil sector-sponsored  Appliances competitive longer term
 infrastructural projects      

Manufacture of  Metallurgy a major industry Electrical Machinery Strong recovery in 2010,  Computers and Strong import competition
basic metals in Kazakhstan; country also   local content policies, but not Office Machinery
 profits from above-average   competitive longer-term
 Asian (Chinese) growth     

Fabricated Metal  Government supports high Communications – Hotels and Caution required because of
Products value-added production in  Equipment including  Restaurants strong pre-crisis expansion; 
 metallurgy; local content  Semi-Conductors   however 2011 Asiada winter
 policies  and TVs   games might open some 
     potential in some areas 

Motor Vehicles,  New assembly plants Medical, Precision Strong recovery in 2010,  Construction Residential doubtful, but large
Trailers and Parts  and Optical local content policies, but not   infrastructure projects showing
   competitive longer-term   good opportunities for growth

Transport Equipment  Locomotives assembly to Furniture, Jewelry,  – Real Estate and Pre-crisis overexpansion not
(excluding Motor  boost growth Toys, Musical,   Business Activities yet overcome in many areas
Vehicles)  Other Goods   

Recycling Big needs, some initiatives  Wholesale and  Strong pre-crisis expansion; 
  Retail Trade however renewed need for 
   working capital and some 
   projects might be promising   

Utilities Huge power station and grid  Education Large government programmes,
 (re)construction programmes   but not always successful  

Transport, Storage  Good potential supported by Health and Large government programmes,
and Telecommunication building up of export infra- Social Services but not always successful
 structure; storage facilities     
 also needed in agriculture

  Social and Personal –
  Services

  Private Household  Pre-crisis overexpansion not
  Services yet overcome in some areas, 
   but long-term growth potential 
   for some branches  

Kazakhstan – Reliant on oil, but trying to diversify

Source: ATF Bank Research, UniCredit CEE Strategic Analysis
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Kazakhstan’s economy has strongly recovered from its meagre 
growth of 1.2% yoy in 2009, and we expect GDP growth to reach 
6% yoy in 2010 and 5.3% yoy in 2011. Industry and net exports 
have been the main drivers of growth, with private consumption 
and trade also contributing, but investment has remained weak.  
For 2011 we expect investment to recover and domestic demand 
to take over as a driving force.

Private consumption was supported by personal income growth 
and improving employment: Q3 2010 employment was up 
3.4% yoy, and monthly wages were 9.6% higher yoy in real 
terms in September. This provided strong support for retail trade 
(which grew 12.8% yoy in constant prices over Jan–Oct 2010). 
Notwithstanding the strong recovery, investment outlays into fixed 
capital were 1.8% lower in Jan-October than the year before. In 
manufacturing they increased however 16.4% yoy, with invest-
ments in textile and food growing the fastest, and investment in 
metallurgy representing the largest amount.
 
Industrial output increased 10.4% yoy in Jan–Oct 2010, with 
mining up 5.4% yoy, manufacturing 18.7% and electricity, gas 
and water 6.5% yoy. There was a particularly sharp increase in 
engineering, chemicals and construction materials – all of which 
suffered the most from the 2008–2009 crisis. Mining held up rela-
tively well throughout the crisis, but manufacturing is now the most 
dynamic sector.
  
Bank credit finally returned to growth (+0.6% mom) in September, 
after a permanent decrease since May 2009. Loans to the corpo-
rate sector were up 0.7% mom, retail 0.2% mom. The stagnation 
in banks’ lending activity appears to be bottoming out and we 
expect demand-driven credit growth to gain momentum as the 
recovery in investment broadens. 

The oil and gas industry remains fundamental for Kazakhstan. Oil 
and gas mining alone accounts for about 15% of GDP, together 
with related services the cluster provides 22% of GDP. However, 
oil and gas is responsible for only about 3% of employment and 
a small fraction of the overall number of companies. At the same 
time, because of the large share in intermediate consumption and 
in investments, the impact of the industry on the economy via 
multiplier effects is much stronger than 25%. In terms of banking 
business, however, the oil and gas sector has not been significant: 
it accounts for only about 4% of the Kazakh banking system’s loan 
portfolio. Instead, the sector attracted capital through FDI. Despite 
undeniable strengths, such as a rich resource base and growing 
demand from Asia, sector growth may face some obstables coming 
from political interference, price volatility and long and difficult site 
development.

Metals production and manufacturing are the other strength of 
Kazakhstan’s economy thanks to rich endowment as well as accu-
mulated engineering skills. The sector will also profit from strong 
demand from China and government infrastructure projects (see 
below). At the same time, the low quality of rolled metal makes 
it difficult to withstand competition, in particular from Russia and 
China. The authorities’ intention to move to higher value added 
production will contribute to the further development of the sec-
tor. In particular, uranium production is an opportunity: Kazakhstan 
possesses 19% of the proven global uranium deposits; it also has 

Source: Statistics Agency of Kazakhstan Source: National Bank of Kazakhstan, ATF Bank Research 
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Kazakhstan

qualified personnel and developed mining facilities. Yet, the general 
work conditions and environmental safety, as well as some missing 
links in the production chain, create some uncertainty regarding the 
sector’s development. 

Kazakhstan also possesses comparative advantages in agriculture 
and food production and is among the tenth largest wheat export-
ers in the world. However, there is a strong need for upgrading 
technologies, facilities and procedures for storage, transportation, 
processing and packaging. Weak sanitary control, high production 
costs (notably in sugar and dairy) and expensive transportation 
hinder the sector’s competitiveness. 

Infrastructure and power-station construction will be grow-
ing in significance in the coming years due to large government 
programmes. Projected budget spending in 2011–2013 within 
the “Program of accelerated industrialisation and modernisation 
2010–2014” amounts to KZT 1745 bn (EUR 9.2 bn), with KZT 
708 bn of this for “transportation strategy” (which includes Western 
Europe – Western China corridor) and KZT 586 bn going to agricul-
ture. Railroads will be a focus of upgrading, particularly terminals 
and rolling stock.

Metal products, some branches of engineering, some branches 
of chemicals, pharma and petrochemicals have some oppor-
tunities because of the government’s intention to move to higher 
value added production. Even though these industries currently 
have weak comparative advantages, there is some space for their 
development through import substitution, supported via local con-
tent policies and the establishment of joint ventures (e.g. car and 
locomotive assembly). 

Real estate, construction (other than infrastructure) and in part 
trade will remain important areas in the long-term as recipients of 
rents from the resource economy, but they look less promising for 
the next couple of years. After exceptionally high lending growth 
in these sectors in 2006–2007, there was a need for deleverag-
ing, which is still ongoing. Construction and trade account together 
for more than 40% of the banking system’s loan portfolio and for 
almost 50% of overdue loans. This makes new financing difficult 
and slows growth in these fields. 

To summarise, although resources provide the basis for 
Kazakhstan’s economy, infrastructure development will matter 
greatly in the coming years, and there is room for some diversifica-
tion into other sectors. Also, with the oil & gas sector’s marginal 
dependence on domestic bank lending, future credit demand 
depends on the non-oil economy.  

Source: Customs Committee of Kazakhstan, ATF Bank ResearchSource: Customs Committee of Kazakhstan, ATF Bank Research
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Note:1) All sub-categories in manufacturing sector data are as of 2008  Source: Statistics Agency of Kazakhstan

Kazakhstan – Structural Indicators (2009, unless otherwise stated)

SECTORS  Number of employed1 Number of legal entities  Share in VA % 

TOTAL 8,468 298,028 100.0

Agriculture, forestry 2,311 13,221 6.2

Fishery 15 422 0.1

Mining 198 1,986 18.1

Manufacturing 571 20,776 11.0

Food industry incl beverages 104 n.a n.a
Tobacco products n.a n.a n.a
Textile sowing  21 n.a n.a
leather industry shoe making 2 n.a n.a
Timber 3 n.a n.a
Cellulose 14 n.a n.a
Coke, nuclear products 19 n.a n.a
Chemical industry 22 n.a n.a
Resin and plastics 8 n.a n.a
Other non-metal mineral products 54 n.a n.a
Metal industry 177 n.a n.a
Machinery 48 n.a n.a
Electrical appliances 18 n.a n.a
Transport Equipment 63 n.a n.a
Other  8 n.a n.a

Power gas water distribution 171 1,696 1.8

Construction 552 38,146 8.0

Trade, auto repair 1,171 99,470 12.4

Hotels restaurants 102 3,245 0.9

Transport communication 586 14,254 n.a

Transport 433 n.a 8.4

Communication 154 n.a 2.8

Finance 97 6,727 5.0

Real estate 394 45,315 16.1

Government 373 9,775 2.0

Education 770 15,058 3.3

Healthcare and public services 351 6,104 1.8

Utility and other services 221 21,831 2.0
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Poland

2011 Best, Stable and Worst sectors
Best  Stable  Worst

Paper and Pulp Above-average growth in VA  Agriculture Strong competitive position Mining Highly volatile financial results
 driven by multinationals do-  in EU but relatively low  and low competitiveness
 minating the industry; strong   profitability
 and relatively stable profi-
 tability; cyclical recovery in 
 demand from industrial clients 
 (more stable demand from 
 individuals )     

Computers and  Best performer in VA growth Food, Beverages Strong competitive position in Textiles Declining industry, due to
Office Machinery driven by foreign investments  and Tobacco EU but relatively low profi-  structural inability to compete
 (production relocation by   tability. For Tobacco, some  with Asian products
 global manufacturers); strong   issues related to rising
 competitive position on the   taxation and illegal imports
 EU market due to low labor 
 costs and weak zloty     

Electrical Machinery Above-average growth in VA,  Printing and Mature stage with moderate Wearing Apparel Declining industry, due to
 high penetration with FDIs,  Publishing growth potential; challenged  structural inability to compete
 generally stable and high   by competitors such as TV,   with Asian products
 profitability   free press and Internet; solid 
   profitability (also during the 
   crisis)   

Communications  Strong growth in VA driven by Refined Petroleum,  Stable growth in VA and Leather Footwear Declining industry, due to
Equipment including  FDIs (European leader in the Coke and Nuclear financial performance;   structural inability to compete
Semi-Conductors  production of LCD TVs);   significant part of production  with Asian products; shoe
and TVs gradual recovery in the EU   used as inputs by other  manufacturing a positive
 and domestic consumption  industries; stability of supplies   exception competing with
   and prices of raw materials   cheap imports
   represent an issue to monitor   

Medical, Precision  Above-average growth in VA;  Rubber and Plastics Stable growth in VA as well Wood Products Existing comparative advan-
and Optical high penetration with FDIs;  Products financial performance with (exclude furniture) tages (labor intensive industry) 
 generally stable and high   significant part of production  and favorable FX to support
 profitability   used as inputs by other   export-driven growth and more
   industries; stability of supplies   stable longer-term outlook; 
   and prices of raw materials   obstacles related to increasing
   represent an issue to monitor   prices and accessibility of 
     wood as well as the financial 
     problems of parent companies 
     conditioning short term 
     outlook (worst) 

  Chemicals Significant part of production Basic chemicals Eroding competitiveness
   is used as inputs by other  and structural problems of
   industries; stability of supplies  some state-owned
   and prices of raw materials  companies
   represent an issue to monitor

  Mineral-based  Large-scale Infrastructure Manufacture of Highly cyclical industry; per-
  Products  projects financed from the EU basic metals formance of some steelworks
  (non-metalic) funds and growing utilities   determined by the situation of
   investments (obsolete infra-  their owners, which in many
   structure and increasing   cases is not good (short term
   environmental requirements);   outlook worst); more stable
   stagnation in residential   prospects longer term 

Poland – Global relocation and internal strengths
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Best  Stable  Worst

  Machinery,  Highly penetrated with FDIs Fabricated Metal Highly cyclical industry with
  Equipment,  and focusing on exports Products performance of some steel-
  Appliances (comparative advantages   works determined by the
   thanks to low cost and flexible   situation of their owners, which
   labor force); consistent, solid   in many cases is not good
   financial results also during   (short-term outlook worst);
   the crisis but highly diversified   more stable prospects longer
   in terms of financial situation   term
   and performance    

  Motor Vehicles,  Performance influenced by Transport Equipment Dependent on recovery in
  Trailers and Parts volatility of EU market  global investments

  Recycling Stable outlook but very  Furniture, Jewelry,  Existing comparative advan-
   immature stage of development  Toys, Musical, Other  tages (labor intensive industry) 
    Goods and more stable longer-term 
     outlook; financial problems of 
     parent companies conditioning 
     short-term outlook (worst) 

  Utilities Consistent, solid financial 
   results but relatively low growth 
   in GVA; ongoing consolidation 
   of the utilities sector should 
   assure cost benefits; may also 
   reduce competition increasing 
   pricing power   

  Construction Large-scale Infrastructure pro-
   jects financed from EU funds 
   (cumulated before Euro 2012) 
   and growing utilities invest-
   ments (obsolete infrastructure 
   and increasing environmental 
   requirements); stagnation in 
   residential construction   

  Wholesale and  Stable growth in domestic
  Retail Trade consumption; generally low but 
   stable profitability; increasing 
   domination of large retailers 
   (e.g. Real, Tesco, Auchan) and 
   discounts a danger for small 
   stores   

  Hotels and  Solid and steady investment
  Restaurants growth (projects started before 
   the crisis and those connected 
   with EURO 2012); relatively 
   stable profitability; general under-
   development of the local base   

  Transport,   Growth in telecommunication
  Storage and Tele- driven by increasing internet
  communication usage and telecom-media 
   convergence; recovery in 
   foreign trade stimulates
   de mand for transport/logistic 
   services; unesolved structural 
   problems of some state-owned 
   operators (PKP, LOT)   

  Real Estate and  Fast growth in shared service
  Business Activities centers and business process 
   outsourcing and off-shoring 
   centers (BPO&O); positive spill-
   over from the increasing de-
   mand derived from the fast 
   developing medium/high tech 
   sectors within the manu-
   facturing Industry 

Source: Pekao Research
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Poland

Poland remains one of the fastest developing economies in Europe. 
After being the only EU country to resist the crisis in 2009 (GDP 
grew by 1.7% yoy), its economy rose even more significantly 
last year (preliminary estimates point to 3.8% yoy growth) and is 
expected to continue its acceleration trend this year as well (growth 
projected at 4.4% yoy). There are several factors that allowed 
Poland to sustain economic growth in a time of deep global eco-
nomic slowdown. Its strong reliance on the large internal market 
(exports amount to only 39% of GDP) turned out to be the most 
important safety buffer. Additionally the country did not suffer that 
much from deteriorating external demand, as the depreciating zloty 
considerably increased the competitiveness of Polish exporters. For 
the same reason local producers competed more effectively with 
importers on their home market, which all resulted in a solid posi-
tive contribution of net exports to economic growth. At the same 
time a significant fall in corporate investment was to a large extent 
offset by infrastructure projects, that are financed mainly from the 
EU funds and spurred by the forthcoming EURO 2012 tournament. 
Finally, Poland is still able to attract large foreign investment. The 
local economy is a clear beneficiary of the continuing relocation 
of global production, increasing its competencies in increasingly 
sophisticated industries. Investment projects, which started a few 
years ago, are now drivers of sudden production increases in some 
medium- and high-tech sectors (especially in the production of 
computer and communication equipment or consumer electronics), 
which is followed by the development of numerous R&D centres 
of global companies. In recent years Poland has also become a 
desired location for numerous Business Process Outsourcing (BPO) 
centres. Offering a vast pool of skilled labour, the country is now 
shifting to more advanced Knowledge Process Outsourcing (KPO) 
services, specialising in areas such as data search and analysis, 
market research, financial research & analysis or healthcare & life 
science. 

During the crisis most of Poland’s economic sectors performed 
better than their CEE peers. This was especially visible in the case 
of the Construction and Manufacturing sectors. The first was sup-
ported by infrastructure projects, which helped it to sustain stable 
growth, although in other EU countries construction even recorded 
double-digit declines. The latter sector was much more immune to 
the global economic downturn, as it benefited from solid domestic 
demand and production kick-off in some new local factories oper-
ated by multinational players.  

The Polish economy still has strong fundamentals for its further 
growth, however the short-term outlook of particular sectors is 
diverse. Within manufacturing these disparities result from different 
patterns of business cycles (especially in their recovery stage). 

One of Poland’s success stories is the spectacular development of 
the electronic and electrical equipment industry, where within 
only a few years Poland has been transformed from a peripheral 
producer into a large net exporter. The country has recently attract-
ed numerous foreign investments in medium/high-tech industries 
(such as consumer electronics, office or telecommunication equip-
ment), as it is a popular destination of production relocation by 
multinational companies (e.g. LG Phillips, Toshiba, Funai, Sharp, 
Dell). All these sectors are strongly export-oriented and in some 
business areas (e.g. LCD TV sets) Poland has become a main pro-
duction base for the EU market. Supported by the weak zloty, local 
producers were able to increase their profitability in 2009, despite 
reduced sales volumes on the contracting EU market. In 2010 they 
remained strongly competitive, which helped them record solid 
growth in export sales. The gradual revival of Western European 
markets and other production kick-offs in newly-built factories 
will help the aforementioned industrial sectors to outperform the 
economy in 2011 as well. An additional strength of producers of 
electronic equipment is the relatively high and stable profitability.

Another industrial sector that shows a strong resilience to an 
economic slowdown is the production of medical, precision and 
optical equipment. It is represented mainly by relatively small 
and highly specialised companies (among which many are foreign-
owned). During the crisis the sector was able to sustain high 
profitability and currently is also returning to its previous dynamic 
development path, especially as its domestic market still offers sig-
nificant untapped growth potential.

Among the best performers there is also a place for the pulp & 
paper industry, which during the entire decade showed high profit-
ability and above-average value added growth. During that time it 
has attracted a large amount of foreign investment by multination-
als (International Paper, Mondi, Arctic Paper) that dominate the 
sector. Its short-term outlook is still very positive as recovery of 
the European economy should stimulate higher industrial demand, 
whereas individual demand remains generally strong and stable.

Most sectors of the Polish economy have a generally good and 
stable outlook, which does not mean they avoided some problems 
during the economic slowdown. A variety of economic activities 
causes some of them to turn in a much better performance than 

Source: Pekao Research, UniCredit CEE Strategic Analysis
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the others and in our view members of this group are on the verge 
of being assessed either as best or worst performers. 

The service sectors have especially high growth potential, but as 
their growth has recently decelerated, on a short-term perspec-
tive they are generally perceived as stable performers. Growth in 
hotels and restaurants is propelled by the dynamic development 
of the domestic infrastructure, including that associated with the 
organisation of the EURO 2012. Its positive effects will be however 
more visible in 2012, although expected recovery of demand from 
the corporate sector should gradually limit a visible overcapac-
ity in this field already in 2011. The perception of the transport, 
storage and telecommunication sector is ambiguous due to its 
diversity. The communication segment has the best outlook due 
to increasing internet penetration and positive effects of telecom-
media convergence. Consistent recovery in trade exchange will 
stimulate growth in the transport/logistics segment; however tight 
competition results in significant margin erosion. Additionally in 
some segments (rail transport, air transport, postal services) large 
state-owned operators (PKP, LOT, Poczta Polska) struggle with 
long-standing structural problems.

The food, beverages and tobacco industry is a mixture of process-
ing activities characterised by constant growth and stable but 
relatively low profitability. Within this category some segments out-
perform in terms of revenue and value added growth, which is largely 
driven either by the legal environment (biofuels) or rising foreign 
demand (meat and fish processing). On the other hand, the beverage 
and tobacco sectors are distinguished by their above-average profit-
ability. The development of many segments is supported by foreign 
capital, which is especially widely represented in brewery (Heineken, 
SAB Miller, Carlsberg), non-alcoholic beverages (Coca-Cola, PepsiCo), 
tobacco (Phillip Morris, BAT, House of Prince) and the other food 
processing segment (Nestle, Masterfoods, Unilever, Ferrero, Cargill). 
The cumulative value of FDIs in the Polish food industry amounts to 
ca. EUR 8 bn, which accounts for 20% of foreign capital invested in 
the domestic manufacturing sector. In the long term, the positive out-
look for the food industry stems from the dynamic growth of house-
hold incomes and the high competitive advantages of Polish food 
producers as well as their increasing recognition on the EU market. 
On the other hand, the tobacco industry will experience increasing 
growth barriers (resulting from excise tax increases, spreading smok-
ing bans and changing social habits).

Production of chemicals and pharmaceuticals is another com-
plex sector comprised of diverse business segments with various 
growth prospects. During the crisis cyclical slowdowns in some 
of them (e.g. basic chemicals, construction chemicals) were 
compensated for by strong performance of the others (pharma-
ceuticals or consumer chemicals like cosmetics and detergents). 
On the aggregate level, the chemical industry is characterised by 
its stability as well as average growth and profitability. In addi-
tion, the basic chemicals segment is also widely represented by 
foreign producers – especially in consumer chemicals production 
(Procter&Gamble, Unilever, Reckitt-Benckiser, L’Oreal, Avon), the 
paint industry (Akzo Nobel, PPG Industries) and the pharmaceutical 
sector (GlaxoSmithKline, Sandoz, Sanofi-Aventis, TEVA). 

A couple of years ago the production of motor vehicles was a 
real star among Polish manufacturing sectors – but is now influ-
enced by high volatility of the EU market, as over 95% of domestic 
vehicle production is sold abroad. It did not suffer that much from 
the EU market contraction in 2009 owing to government scrap 
programmes that sustained high demand on small cars produced 
in Poland. On the other hand their abandonment in 2010 resulted 
in temporary production stoppages in Polish car factories. Already 
highly penetrated by foreign capital, the industry does not attract 
as much FDI as recently. For this reason a previous strong growth 
stimulus in the form of new factory production will instead lose its 
momentum. Nevertheless, the domestic sector remains a competi-
tive production base for the large EU market and certain plants 
belong to the most effective ones within their global companies. 
Political decisions on the location of a particular car model’s pro-
duction may however become a potential danger for the domestic 
industry in the medium term (e.g. new Fiat Panda production 
recently moved to Italy).

The Polish construction sector remained relatively strong dur-
ing the crisis, as the only one in the European Union to sustain 
slight production growth in 2009. It was primarily stimulated by 
infrastructure projects financed from the EU funds (mainly trans-
port infrastructure and other public objects like schools or sports 
halls), which compensated for production declines (still lower than 
in the majority of the EU countries) in underperforming residential 
and commercial segments. In 2010 the sector was affected by an 
unusually long and cold winter, however statistics on the number of 
issued building permits indicate no decline in the commercial and 
infrastructure segment and even the first signs of recovery in resi-
dential construction. Still, more significant growth of this industry is 
not expected before 2012.

Utilities in Poland is a stable industry with strong long-term growth 
potential. The energy segment is now undergoing complex restructur-
ing, privatisation and deregulation processes, but their slow progress 
hampers more dynamic growth of the industry. It does, however, bring 
some positive effects of sector consolidation such as cost reduction 
and increasing pricing power of producers. As investment needs of this 
sector are huge (due to a tense supply situation and too strong reliance 
on coal) it is expected to develop quickly within the next decade, but 
the most important projects are still suspended or in a very early stage.

Among the worst performers are industries that struggle with many 
serious structural problems such as underinvestment, overemploy-
ment, declining market or definite loss of competitive advantages. 
Many problems of companies from these sectors are intensified by 
long-standing inactivity of their state owners.

Coal-mining and quarrying is the industry that suffers from 
decreasing value added, which is caused by low competitiveness 
on the global market. The Polish energy sector’s high coal reliance 
assures stable internal demand (with non-market prices supporting 
the state-owned mining sector), but partial dependence on exports 
makes the mining business very volatile due to low market power 
of Polish producers. Potential improvement in the sector’s cost 
effectiveness requires huge investment that is not possible due to 
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the lack of sufficient funds (banks are generally reluctant to finance 
the industry). Only Jastrzebska Spolka Weglowa, which concen-
trates on coking coal production (no.1 European producer), seems 
to have higher potential, as it mainly supplies the steel industry and 
records quite satisfactory financial results. 

Highly labour-intensive light industry (textiles, wearing apparel 
and leather industry), is consistently losing a competitive race 
with low-cost producers from Asia. In better shape are generally 
those textile companies which have outsourced manufacturing of 
their own brand products to low-cost countries and concentrate 
only on effective marketing on the domestic and nearby markets. 
A general exception is shoe producers who are able to compete 
more effectively with cheap imports, for which reason we regard 
this segment as quite stable.

Producers of basic chemicals are the only chemical segment 
that may underperform in the coming years. Its increasing 
problems are mainly due to limited access to key resources that 
erodes their competitiveness against low-cost producers. High 
reliance on Russian gas, prices of which are artificially linked 
to oil prices, results in highly volatile profitability of this busi-
ness. The industry is strongly oriented toward weak outlook and 
declining segments such as fertilisers or some other inorganic 
chemicals. The sector also suffers from general underinvestment 
as well as a chronic lack of production assets in some potential 
business areas (e.g. particular polymers). State ownership of the 
largest companies (unsuccessful privatisation attempt in 2010) 
contributes to some other typical problems such as overemploy-
ment or high indebtedness.

Poland – Structural indicators (2008)

SECTOR MARKET STRUCTURE 
 Number of  Number of  Number of 
 Enterprises employed    SME  
 (in 1000) (in 1000) (in 1000) 
    

TOTAL 3,757 14,037 3,752 

Agriculture, Hunting, Forestry, Fishing 96 2,142 96 

Mining & Quarrying 3 185 3 

Manufacturing 372 2,705 370 

Food products, beverages and tobacco 31 465 31 
Textiles and textile products 48 225 47 
Leather and leather products 9 32 9 
Wood and wood products 40 145 40 
Pulp, paper & paper products; publishing & printing 34 146 34 
Coke, refined petroleum products & nuclear fuel 0 16 0 
Chemicals, chemical products and man-made fibres 5 108 4 
Rubber and plastic products 15 174 15 
Other non-metallic mineral products 21 146 21 
Basic metals and fabricated metal products 58 383 58 
Machinery and equipment n.e.c. 23 220 23 
Electrical and optical equipment 31 210 31 
Transport equipment 10 213 10 
Manufacturing n.e.c. 46 222 46 

Electricity, Gas & Water 5 214 4 

Construction 425 840 425 

Wholesale & Retail Trade 1,136 2,269 1,136 

Restaurants & Hotels 115 276 115 

Transportation & Communications 269 809 269 

Financial Intermediation 137 346 137 

Real Estate and Business Activities 634 1,133 634 

Public Administration and Defense 27 919 26 

Education 97 1,039 97 

Health and Social Services 175 748 174 

Social and Personal Services 267 414 266 

Poland



Sectoral Analyses, Outlook 2011 I 39

SECTORAL DETAILS COMPETITIVENESS CONSTRAINTS
Share Share  FDI  Capital RCA Labour Average Total Bank

in total in total  Attractive-  Intensity  productivity Personnel costs,  Indebted- Indebted-
VA %   FDI %  ness %  %   (Manufacturing (Manufacturing ness, % ness, %

       = 100)  = 100)

100.0 100.0 100.0 19.5 100 103.1 108.7 41.5 12.6

3.7 0.5 12.8 11.1 n.a 25.3 108.7 22.9 7.7

2.5 0.2 7.3 20.0 423 193.7 200.3 22.8 2.2

18.7 31.1 166.1 23.9 98 100.0 100.0 46.9 14.1

2.8 4.8 170.7 25.7 94 87.3 90.8 50.4 17.0
0.8 0.3 34.7 8.4 110 52.2 61.4 50.0 12.3
0.1 n.a n.a 8.1 122 43.0 62.0 44.5 12.2
0.7 n.a n.a 20.8 202 68.6 71.9 47.6 24.2
1.4 3.1 222.1 20.5 83 137.3 119.5 44.2 13.1
0.8 0.1 10.3 43.8 13 707.2 216.6 44.3 25.8
1.2 3.2 262.4 29.5 87 160.8 142.8 31.1 9.8
1.1 2.3 203.9 34.9 94 94.5 98.7 47.1 13.6
1.4 n.a n.a 31.8 96 136.1 105.8 38.3 11.4
2.8 4.5 162.7 22.1 132 104.8 104.6 44.9 12.6
1.5 1.7 113.3 17.5 82 97.8 114.4 52.5 10.4
1.5 1.0 67.4 16.8 97 103.6 109.9 53.2 12.6
1.6 4.6 282.4 26.7 127 110.1 123.5 55.4 8.6
1.0 n.a n.a 16.2 230 68.0 78.3 51.6 16.1

3.2 3.6 110.9 43.3 18 219.3 152.4 19.1 5.6

7.6 2.2 28.3 30.4 n.a 131.3 92.1 54.1 15.7

18.0 16.5 91.4 10.7 n.a 115.1 89.9 55.5 13.3

1.2 0.5 37.4 18.7 n.a 64.7 68.0 40.3 23.1

7.0 6.1 86.8 23.0 n.a 125.6 113.6 39.4 10.8

5.3 19.3 367.0 9.2 n.a 219.7 186.6 70.2 25.3

13.9 17.4 125.5 25.0 n.a 177.0 113.4 30.0 13.5

6.0 n.a n.a 8.3 n.a 93.8 140.4 n.a n.a

4.7 n.a n.a 11.1 n.a 65.9 109.5 29.9 9.2

3.8 n.a n.a 12.8 n.a 72.8 106.0 43.1 18.3

3.8 0.6 16.7 30.5 n.a 134.2 100.4 38.2 13.5

Source: Concise Statistical Yearbook of the Republic of Poland 2009, Central Statistical Office, National Bank of Poland, Pekao Research
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2011 Best, Stable and Worst sectors
Best  Stable  Worst

Wood Products  Strongly export-oriented Agriculture Unaffected by global crisis Mining Declining trend since a few
(exclude furniture) sector, representing around   but suffering some delays  years with exception for
 3% of total exports   in structural reforms; some   extraction of crude petroleum
   support from EU funds    and natural gas (= ~70% 
   till 2013  of total mining) influenced by
     regulated prices (rather stable
     outlook) and some investment
     projects of major players
     (OMV Petrom to invest 
     EUR 135 mn in gas extraction) 

Rubber and  On a recovery path since Food and Beverages One of the biggest manu- Tobacco Products Negatively influenced by
Plastics Products 2010; sector correlated with   facturing industries (6.2% of  regulatory changes and hike
 the car-components industry,   total VA); less impacted by  in excise duties
 which is expected to further   the downturn but still
 boost next year (German tire   dreclining in 2009–2010
 maker Continental to invest 
 EUR 70 mn to expand local 
 plant)      

Chemicals Export-oriented industry with  Paper and Pulp Might also be some positive Textiles Declining sectors
 stable outlook; pharma   side effects from Romania’s
 sector with better outlook   well-performing wood pro-
 (Best)  duction industry (through 
   diversification of investment 
   in related industries)   

Manufacture of  Country ranked 13th in steel Refined Petroleum,  Planned investment projects Wearing Apparel Declining sectors
basic metals production in EU; some  Coke and Nuclear provide ground for stable
 investment projects announced   outlook; OMV Petrom
 for the near future; local   estimates its offshore crude
 aluminum producer Alro,   oil production will rise by
 controlled by Russian owners,   300,000 boe this year
 managed to receive a EUR   following new technologies
 180 mn syndicated loan   developed for two of its oil
 managed by EBRD, which   blocks in the Black Sea
 contributed with USD 75 mn 
 to the total sum     

Electrical Machinery Strong growth in 1H 2010  Fabricated Still contracting in 2010, but Leather Footwear Declining sectors
 and sector already above pre- Metal Products stabilisation expected
 crisis levels, thanks to multi-
 nationals relocation of 
 production toward Romania 
 in search of efficiency; further 
 production transfers along the 
 value chains of products such 
 as vehicles, durables, other 
 electrical equipments expected 

Motor Vehicles,  Further production transfers Machinery,  Competitive advantages for Printing and No much room for fast
Trailers and Parts along the value chains of pro- Equipment,  low production costs Publishing recovery unless some
 ducts, given competitive  Appliances   innovatory changes might
 advantages driven by lower     appear for lower cost-
 costs of production      efficiency production 

Romania

Romania – Export-led recovery is supportive but structural 
weaknesses persist
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Best  Stable  Worst

Utilities Less affected than other sec- Computers and Competitive advantages for Mineral-based Strongly correlated with
 tors, showing even a strong  Office Machinery low production costs Products construction industry
 positive evolution in 2009 and    (non-metalic)
 2010; room for consolidation 
 and efficiency, new 
 opportunities      

  Communications  Competitive advantages for Transport Equipment Strongly declining during 2010
  Equipment including  low production costs. This (excluding Motor (–38%) with still risky outlook, 
  Semi-Conductors  industry is also export oriented,  Vehicles) despite some possible invest-
  and TVs being in the chain of European   ments in near future
   manufacturing   

  Medical, Precision  Competitive advantages for Construction Severely under pressure; some
  and Optical low production costs  support for infrastructure will 
     derive from EU structural funds 
     and government support plans

  Furniture, Jewelry,  Recovery started in 2H 2010,  Wholesale and Overall retail sales down in
  Toys, Musical, Other  led by export demand, expec- Retail Trade 2010 (worst), but some sub-
  Goods ted to remain the driver untill   segments have performed very
   local demand recovers   well (e.g. pharma or fuel retail) 

  Recycling Strongly declining in the last  Real Estate and Still severely under pressure
   couple of years but some  Business Activities
   stabilisation expected    

  Hotels and  Services in general affected
  Restaurants by declining disposable 
   income but stabilisation
   expected with long-term
   improvement driven by 
   current unused potential   

  Transport, Storage  Services in general are
  and  affected by declining
  Telecommunication disposable income but 
   stabilisation expected   

  Public Administration  Fiscal tightening negatively
  and Defense influencing government-related 
   sectors such as Education or 
   Health and Social Service 
   and Public administration   

  Education Fiscal tightening negatively 
   influencing government-related 
   sectors lsuch as Education or 
   Health and Social Service 
   and Public administration   

  Health and  Fiscal tightening negatively
  Social Services influencing government-related 
   sectors such as Education or 
   Health and Social Service 
   and Public administration   

  Social and  Fiscal tightening negatively
  Personal Services influencing government-related 
   sectors such as Education or 
   Health and Social Service 
   and Public administration   

  Private Household  Fiscal tightening negatively
  Services influencing government-related 
   sectors such as Education or 
   Health and Social Service 
   and Public administration   

Source: UCT Research, UniCredit CEE Strategic Analysis
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Romania

A scenario of prolonged recession materialised in Romania during 
2010. The fiscal austerity measures enforced last summer accen-
tuated the negative output gap and resulted in an estimated con-
traction of –2.5% yoy last year. The decoupling of the Romanian 
economy from regional and EU recovery was mainly driven by local 
factors. The country is just now facing the harming effects of a pro-
cyclical fiscal policy that was employed during the last couple of 
years. Very weak domestic demand has been hit hardly by a tighter 
fiscal policy and austerity measures. Furthermore, relatively high 
inflation driven by the VAT hike and international food price shocks 
left no more room for monetary policy to support the economy 
through lower interest rates. 

Looking ahead, the good exports dynamic is expected to provide 
some relief but Romania’s economy is expected to continue to 
underperform relative to the rest of the region (with GDP growth 
projected at 1.7% yoy for this year).

The necessary structural reforms in Romania are strongly sup-
ported by post-accession EU structural and cohesion funds with 
total allocation amounting to EUR 27 bn to be absorbed by 2013. 
The absorption rate based on approved contracts was 90.83% 
(EUR 7.9 bn) in September 2010, which is a considerable improve-
ment from 57.3% in September 2009 while the cash-based 
absorption rate calculated by the actual funds that reached the final 
recipient is still considerably lower at 13.5%. Infrastructure projects 
amounting to EUR 5.6 bn (including the Romanian government’s 
contribution) represent one of the most important components of 
these allocations. Moreover, the government endorsed a EUR 4 bn 
infrastructure upgrade programme for the period 2011–2015 for 
rehabilitation of local roads, the development of 100 water distribu-
tion and sewage projects and co-financing of other projects initi-
ated by local administrations. 

Sectors strongly related to export activities, such as wood prod-
ucts, manufacturing of basic metals, electrical equipments, 
motor vehicles, trailers and parts performed exceptionally well 
during 2010. Two industries, the electrical machinery and the 
motor vehicles, trailers and parts industries experienced one of the 
strongest rebounds during 2010 (above 30%) following the suc-
cessful performance of the previous year, when they increased their 
share in total Romanian exports from 5% to 8% and from 13% to 
16%, respectively. The positive trend has been driven by multina-
tionals moving production to Romania for cost reasons. Export per-
formance has remained strong despite the end of scrap incentives 
in EU markets. We expect the positive trend to continue (although 
at a somewhat slower pace) with further production transfers along 
the value chains of products, given the competitive advantages 
driven by the lower costs of production.

Several other industries which function as suppliers to these two major 
sectors – such as rubber and plastics or basic metals performed 
well last year and the positive trend is expected to continue in 2011.

The wood products industry has been performing well throughout 
the crisis with good potential still to exploit, given the widespread 
availability of natural resources (forests cover more than 25% of 
the country’s territory). 

Utilities have been less affected than other sectors, even showing 
strong positive development in 2009 and 2010. There is still room 
for consolidation and efficiency with good opportunities, particularly 
in renewable energy and bio-fuel, for which several projects already 
have been announced. Among the announced investment plans, 
the power group Enel signed an agreement with Romanian energy 
group Elcomex to develop a 272MW wind farm in Dobrogea (worth 
more than EUR 400 mn), German E.ON energy company plans 

Source: European Commission Source: UCT Research, UniCredit CEE Strategic Analysis

Evolution of post-accesion funds (2007–2013, 27 bn €) Value added by sector (real terms)1
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to develop three wind farm projects (estimated at EUR 200 mn) 
also in northeastern Romania, and Verbund and Martifer have two 
separate wind power projects in the county of Tulcea with a com-
bined installed capacity of 240 MW (EUR 360 mn in investment). 
EnergoNuclear, the company that is developing reactors 3 and 4 of 
the Cernavoda nuclear plant, has opened the tender for works  
necessary for commissioning the nuclear power production facili-
ties of 720 MW each (estimated at EUR 3.2 bn). 

Several industries have been evaluated as stable this year from 
different perspectives. Agriculture is among the least affected by 
the global crisis but suffering some delays in structural reforms 
and is strongly weather-driven. Some support might come from 
the EUR 8.3 bn allocated from EU funds until 2013, which are 
expected to accelerate structural reforms such as the consolidation 
of farming land. Despite the strong potential, these developments 
proved to be very slow and we maintain a rather stable outlook 
for the sector. Food and beverage is one of the biggest manu-
facturing industries in Romania (accounting for 6.2% of total value 
added). Despite the lower price elasticity relative to other categories 
(e.g. durables), the sector has been on a declining trend both in 
2009 and 2010 and is expected to be influenced by the still weak 
dynamic in consumption expected for this year. 

Industries with higher value added, such as machinery and equip-
ment, computers and office machinery, and communications 
equipments are closely tied to the global recession with a disastrous 
2009–2010 and not much investment expected in 2011.

Wholesale and retail trade has been negatively impacted by the col-
lapse in domestic consumption, although some sub-segments have 
performed very well, such as pharmaceutical or fuel retail and differen-
tiation among sub-segments is expected to persist this year as well. 

Some industries have been undergoing structural changes dur-
ing the last couple of years with no clear outlook for recovery in 
the near future. The mining and quarrying sectors have been 
in a continuous decline over the last four years. However, the still 
significant weight of thermoelectric energy based on coal (24% in 
2008) probably will continue to be supplied mainly from internal 
coal production (69% of the total in 2008). This can be translated 
into further reorganisation and modernisation of these sub-sectors 
which, however, requires significant investment. Overall, despite 
the unexplored potential, the prospects for the mining and quar-
rying sectors remain negative at the current stage due to their 
lower competitiveness on international markets and strongly 
regulated prices. The situation is better for petroleum and gas 
extraction. Petrom (owned by OMV Austria) is the main exploiter 
of oil reserves, while state-owned Romgaz is the main natural gas 
extractor and producer. The gas supply from internal sources repre-
sents around 64% of the country’s total needs. 

Cost advantages continue to play a major role in shaping 
Romania’s international attractiveness, but over the last decade 
the country has lost significant ground in lower value-added sec-
tors such as textiles, wearing apparel and leather. As most of 
the foreign investors in these sectors use outsourcing contracts, 
exit costs from the market are low and foreign players move eas-
ily, searching for even lower costs in less developed countries. 
However, exports of textiles and leather products are still important, 
representing 14% of the country’s total exports.

Some industries such as construction and real estate have been 
hard hit by the global crisis and further contraction is still in the 
cards. Some support for infrastructure-related projects might come 
from the EU structural funds and government support plans, how-
ever we consider them insufficient to support a full recovery of the 
industry this year. The mineral-based products (non-metallic) 
industry is strongly correlated with th construction sector activity. 
Consequently, after the significant decline in 2009–2010 there is 
not much hope for any significant recovery. 
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Romania

Note: (1) 2007, (2) 2009  

SECTOR MARKET STRUCTURE 
 Number of  Number of  Number  
 enterprises employees of SME 
    
    

TOTAL  554,967 4,620,671 546,244 

Agriculture 13,602 118,349 13,568 

Mining 1,083 85,708 1,061 

Manufacturing 57,305 1,391,311 56,402 

Food and Beverages 9,593 205,067 9,468 
Tobacco Products 16 1,618 14 
Textiles 1,770 35,824 1,746 
Wearing Apparel 5,867 207,629 5,697 
Leather Footwear 1,938 72,709 1,886 
Wood Products (exclude furniture) 7,950 73,003 7,922 
Paper and Pulp 802 15,389 791 
Printing and Publishing 2,460 20,682 2,453 
Refined Petroleum, Coke and Nuclear 33 5,008 29 
Chemicals 1,132 44,830 1,099 
Rubber and Plastics Products 3,147 54,304 3,126 
Mineral-based Products (non-metalic) 3,151 56,814 3,102 
Manufacture of basic metals 495 52,723 466 
Fabricated Metal Products 7,010 114,308 6,948 
Machinery, Equipment. Appliances 1,467 68,993 1,407 
Computers and Office Machinery 1,176 26,913 1,154 
Electrical Machinery 802 48,631 759 
Communications Equipment including Semi-Conductors and TVs n.a n.a n.a 
Medical, Precision and Optical n.a n.a n.a 
Motor Vehicles, Trailers and Parts 506 113,167 440 
Transport Equipment (excluding Motor Vehicles) 356 41,017 333 
Furniture, Jewelry, Toys, Musical, Other Goods 4,425 80,376 4,378 
Recycling 3,209 52,306 3,184 

Utilities 2,872 166,657 2,746 

Construction 59,389 554,399 59,194 

Wholesale and Retail Trade 214,137 1.019,788 213,944 

Hotels and Restaurants 23,653 139,476 23,631 

Transport, Storage and Telecommunication 54,538 486,937 54,372 

Financial Intermediation 6,840 83,609 n.a 

Real Estate and Business Activities 93,428 459,898 93,231 

Public Administration and Defense n.a n.a n.a 

Education 2,681 10,883 2,680 

Health and Social Services 8,677 35,453 8,670 

Social and Personal Services 16,762 68,203 16,745 

Recreational, Cultural and Sporting 4,990 26,120 4,978 
Sanitation, Trade Organizations, Other Services 11,772 42,083 11,767 

Private Household Services n.a n.a n.a 

Romania-Structural Indicators (2008, unless otherwise stated)
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Source: UCT Research, UniCredit CEE Strategic Analysis

SECTORAL DETAILS COMPETITIVENESS
Share in  Share in  FDI  Capital RCA Labour  Average Wage adjusted 

Total VA1, % Total FDI2, % attractiveness,  intensity,   Productivity  Personnel costs  Labour Productivity  
  % %  (Manufacturing (Manufacturing (Manufacturing 
     = 100)1 = 100) = 100)

100.0 100.0 100.0 40.8 100.0 127.6 108.3 117.7

6.5 1.1 n.a 21.4 160.0 324.0 84.2 384.7

1.5 4.5 293.0 179.6 2.2 105.6 275.5 38.3

23.6 31.1 131.7 37.6 103.9 100.0 100.0 100.0

6.2 
4.1

 66.3 30.4 29.7 177.9 90.7 196.2
0.1  n.a n.a n.a 309.6 n.a n.a
0.7  50.3 16.2 44.6 114.5 79.4 144.2
1.1 1.4 n.a 23.8 n.a 30.4 n.a 45.6
0.4  n.a 19.8 158.1 35.4 69.4 50.9
1.0 1.9 110.6 71.6 343.8 78.6 63.8 123.2
0.4 n.a n.a 31.5 23.9 157.1 97.2 161.5
0.6 n.a n.a 25.6 n.a 173.7 110.2 157.6
0.9  154.4 n.a 265.0 1011.8 n.a n.a
1.0 6.3 n.a 60.0 37.5 128.3 155.0 82.8
0.9  n.a 83.4 82.1 98.4 98.3 100.1
1.2 3.3 267.5 78.7 38.1 128.0 119.8 106.9
0.9 5.2 585.8 52.0 96.3 99.2 154.3 64.3
1.5 n.a n.a 35.5 57.4 76.9 100.3 76.7
1.2 1.9 160.9 41.8 74.2 100.9 127.8 79.0
0.2  n.a 112.2 85.8 33.2 134.6 24.6
1.2 

1.4
 116.0 14.6 94.8 146.3 105.1 139.1

0.3  n.a n.a n.a n.a n.a n.a
0.2  n.a n.a n.a n.a n.a n.a
2.0 

4.7
 n.a n.a 228.9 106.6 124.3 85.8

0.6  852.3 36.9 536.2 79.2 155.6 50.9
1.1 n.a 0.0 19.3 430.8 82.0 75.8 108.1
0.0 0.9 n.a 703.5 66.6 1.5 115.5 1.3

2.3 5.8 250.2 121.2 2116.9 82.0 177.9 46.1

10.3 12.9 125.3 63.8 n.a 109.5 94.6 115.7

11.7 12.3 105.3 54.2 n.a 67.5 84.6 79.8

2.1 0.4 18.8 45.5 n.a 89.7 62.7 142.9

11.8 7.9 66.8 44.7 32.7 143.0 148.5 96.3

2.2 19 883.3 0.0 n.a 151.6 321.3 47.2

13.3 4.6 34.5 37.3 82.3 170.8 93.9 181.9

5.3 n.a n.a 0.0 n.a n.a n.a n.a

3.3 n.a n.a 1.2 n.a 1,776.0 54.2 3,273.9

2.8 n.a n.a 7.6 n.a 465.0 86.8 535.9

3.2 n.a n.a 9.1 n.a 280.6 69.8 401.8

1.6 n.a n.a n.a n.a n.a n.a n.a
0.8 n.a n.a n.a n.a n.a n.a n.a

0.1 n.a n.a n.a n.a n.a n.a n.a
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Russia – Comparative advantages and competitive  
disadvantages to set the rules

2011 Best, Stable and Worst sectors
Best  Stable  Worst

Mining Robust and resilient demand  Agriculture Adverse impact of severe  Textiles, Wearing Rising imports competition
 on domestic and external   droughts should fade in 2011– Apparel and to constrain post-crisis 
 markets, supported by   2012. Structural weaknesses Leather Footwear recovery
 diversified resource base   constrain stronger growth 

Food and Beverages Resilient and growing  Tobacco Products Resilient and growing consumer Construction Investment demand weakness
 consumer demand   demand, constrained by   intensified by overhang of
   increasingly adverse regulation   unfinished projects from
     pre-crisis period   

Refined Petroleum,  Robust and resilient demand  Wood Products Strong resource base  Education General austerity of the budget
Coke and Nuclear, on domestic and external  (exclude furniture), constrained by volatility of   framework should weigh on
and Chemicals markets, supported by general  Paper and Pulp, domestic and external demand,  sector performance
 drive toward deeper domestic  Fabricated Metal as well as by unstable 
 processing of mineral base  Products  regulation. Potential long-term 
   benefits from WTO accession    

Manufacture of basic  Strong resource base and  Printing and  Robust consumer demand  
metals stable external demand. Further  Publishing support expansion, while high  
 potential long-term benefits   sensitivity to adverse shocks   
 from WTO accession   looms   

Motor Vehicles,  Government stimuli to the sector  Rubber and  Strong imports competition and 
Trailers and Parts compound post-crisis recovery,  Plastics Products exposure to the volatile auto-
 rising imports competition to   motive industry constrain 
 constrain further growth, long-  further recovery
 term outlook is stable     

Transport Equipment  Planned expansion of govern- Mineral-based  Persistent weakness of 
(excluding Motor  ment defense spending should Products  construction materials industry
Vehicles) compound post-crisis recovery  (non-metalic) to constrain broader recovery
 but imports competition might 
 constrain longer term growth 
 (stable outlook)       

Utilities Robust, resilient and growth  Machinery, Equip- Strong post-crisis recovery is   
 domestic demand, optimistic  ment, Appliances, set to be increasingly con-
 tariff indexation outlook  Computers and strained by imports competition    
  Office Machinery,    
  Electrical Machinery,    
  Communications  
  Equipment including  
  Semi-Conductors  
  and TVs, Medical, 
  Precision and 
  Optical, Furniture,  
  Jewelry, Toys,    
  Musical, Other Goods    

  Recycling –  

Russia
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Source: UCB RU

Best  Stable  Worst

  Wholesale and Retail Trade, Robust, resilient and expanding consumer demand compound trend of
  Hotels and Restaurants increasing penetration of the modern format retail 

  Transport, Storage and Resilient demand is likely to be constrained by the generally sluggish
  Telecommunication economic growth   

  Real Estate and  Economic recovery to some revival in the sector, despite weak
  Business Activities investment  

  Public Administration and Defense –

  Health and Social Services Budget austerity likely to be partly offset by expansion of the
   commercial services sector, exposed to robust consumer demand  

  Social and Personal Services –

Source: UCB RU

Value added by sector (real terms)1
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The global economic crisis has dealt a major blow to the Russian 
economy. Hit by large-scale capital flight, falling oil prices and 
closure of all capital markets, Russia’s economy followed the 
global one into deep recession, culminating in a sharp 11% yoy 
contraction in 2Q09. As early as the latter part of 2009, however, 
the global economy started to recover supported by the launch of 
massive monetary and fiscal stimuli in major developed countries. 
The Russian economy has also started to show signs of stabilisa-
tion and growth. In the initial stages of economic recovery, Russia 
gained support from robust external demand, mainly benefiting 
from its proximity to the booming Chinese market. However, in 
2010 further growth faced increasingly strong headwinds from 
a strong rebound of imports, persistent weakness in invest-
ment demand as well as general austerity related to the budget. 
Furthermore, in 2010 Russia was hit by the worst drought in a 
century, which has dramatically cut agricultural output and further 
constrained the broader economy. As a result, general economic 
growth in 2010 also appears to have failed to impress, having 
expanded by an estimated 3.4% yoy.

In the next couple of years, most of the constraints on Russia’s 
economic development are set to fade, giving way to a more 
robust expansion as early as 2011. In particular, the supportive 
base effect for imports should reverse direction, triggering a 
slowdown in this indicator even despite continued growth. The 
government is also planning to be more generous ahead of elec-
tions in 2011–2012, including budgeting for a resumption of 
some infrastructure spending, which it has been cutting during 
2008–2010. This move is also expected to support much more 
robust private investment spending.

However, we continue to expect that private consumption is likely 
to become the driver of Russian economic growth in the near and 
also in the more distant future. We believe that this trend is likely 
to get support from the rising tensions on the local labour market 
due to the continued decline of the population in Russia. Thus, 
a growing shortage of the working age population is expected to 
keep strong upward pressure on average wages, thereby sup-
porting robust wage and income growth, even in the case of 
broader stagnation of the general economy.

Such a composition of major factors behind economic growth in 
2011 is set to determine the economic potential of all correspond-
ing sectors of the Russian economy. In particular, we think that 
exposure to robust and resilient domestic consumer demand is 
likely to benefit most related sectors, but at the same time should 
be partly offset by rising import competition for tradable sectors.

Among tradable sectors, we see food production among the 
best performing in the next several years. We note that the sector 
is relatively more protected from growing import competition by 
the sheer size of the Russian market, which by all standards is 
far from being saturated. Moreover, the large size of the market 
appears to draw robust FDI inflows, even despite healthy imports 
expansion, and we expect this trend to persist over the next sev-
eral years at the very least. 

On the other hand, both growing import competition and rising 
labour costs are likely to put increasingly strong adverse pres-
sure on all other tradable sectors exposed to domestic consumer 
demand. In particular, proximity to a large supplier such as China 
prompts us to put such sectors as textiles, apparel as well as 
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Russia

leather under the “worst” category. We note that the importance of 
import competition is set to further expand, provided an increasing 
likelihood of Russia’s WTO entry in the next one to two years.

However, in the near term, such rising pressure from imports 
is likely to be at least partly compensated for by the strong low 
base effect of a sharp 2009 slump. Moreover, an extremely 
strong low base effect in sectors such as transport equipment 
and motor vehicles, compounded by government stimuli pro-
grammes, is expected to bring about very strong recovery in the 

short to medium term, leading us to put them under the short-
term “best” category, followed by “stable” in the longer term.

Non-tradable sectors, which do not face import competition, are 
also likely to be among those best poised to benefit from ris-
ing consumption. In particular, we expect utilities to continue to 
expand strongly, encountering robust growth of energy demand 
from recovering industries as well as an enriched population. 
Retail trade, hospitality, transport and others are also likely to 
benefit. However, the potential benefits from such expansion in 

SECTOR MARKET STRUCTURE 
 Number of  Number of  Number of  
 enterprises2 Employees2 SMEs2 
    
    

TOTAL n.a 68,489,000 300,120 

Agriculture 230,800 6,806,000 20,879 

Mining 17,200 1,040,000 1,472 

Manufacturing 411,000 11,368,000 46,548 

Food & Beverages 56,800 n.a n.a 
Tobacco n.a n.a n.a 
Textiles 27,600 n.a n.a 
Wearing Apparel n.a n.a n.a 
Leater Footwear 3,200 n.a n.a 
Wood Products (exclude furniture) 35,900 n.a n.a 
Paper & Pulp 56,400 n.a n.a 
Printing & Publishing n.a n.a n.a 
Refined Petroleum & Coke 2,700 n.a n.a 
Chemiclas (ecxlude powder & explosives) 15,200 n.a n.a 
Rubber & Plastic Products 18,100 n.a n.a 
Mineral-based Products ( Non-metallic) 27,200 n.a n.a 
Manufacture of basic Metals 36,200 n.a n.a 
Fabricated metal Products n.a n.a n.a 
Machinery, Equipment & Appliances 50,500 n.a n.a 
Computers & Office Machinery n.a n.a n.a 
Electrical Machinery 32,200 n.a n.a 
Communications Equipment including Semi-conductros n.a n.a n.a 
Medical, Precision & Optical n.a n.a n.a 
Motor Vehicles, Trailers & Parts 3,600 n.a n.a 
Transport Equipment (excluding Motor Vehicles) 6,000 n.a n.a 
Furniture, Jewelry, Toys, Musical, Other Goods n.a n.a n.a 
Other manufacturing n.a n.a n.a 

Utilities 26,000 1,887,000 2,808 

Construction 426,000 5,530,000 40,209 

Wholesale and retail trade 1,797,600 12,122,000 88,069 

Hotels & Restaurants 85,900 1,294,000 8,980 

Transport, Storage and Telecommunication 238,000 5,440,000 17,907 

Financial Intermediation 101,200 1,108,000 3,801 

Real Estate 775,400 4,991,000 56,632 

Public Administration & Defence 100,300 3,672,000 19 

Education 165,200 5,982,000 729 

Health and Social Services 75,000 4,657,000 4,266 

Social & Personal Services n.a 2,592,000 7,801 

Note: (1) 2007; (2) 2008 

Russia – Structural indicators (2009 unless otherwise stated)



Sectoral Analyses, Outlook 2011 I 49

the near term might be partly offset by ongoing restructuring of 
these sectors.

Outside of consumer demand, the ongoing recovery of domes-
tic investment demand is likely to support sectors such as real 
estate – although we continue to rank it within the ’stable’ 
category. However, the overhang of unfinished projects from the 
pre-crisis period is likely to prevent such a recovery from spread-
ing to the struggling construction industry (still ranked among the 
“worst” category). 

Other sectors exposed to investment demand, such as basic met-
als, refined petroleum, chemicals as well as broader mining 
are expected to continue to benefit from the massive comparative 
advantages that are given to Russia by its ample natural resource 
endowments and robust and growing external demand. The impor-
tance of this factor is particularly strong given Russia’s proximity 
to the booming Chinese market, and we note that its importance is 
likely to rise even further with Russia’s eventual WTO entry in the 
future. On the other hand, sectors exposed to budgetary spend-
ing, such as education and healthcare are likely to suffer from the 
growing austerity of the general budgetary framework. 

SECTORAL DETAILS COMPETITIVENESS CONSTRAINS
Share in  Share in  Capital FDI Labour  Average Personnel Total Indebted Bank Indebted- 

Total VA2, % Total FDI, %  intensity   attractiveness productivity (Total   costs (Total  ness (Total  ness (Total  
    Manufacturing Manufacturing Debt/Total bank Indebted-
    = 100)2, % = 100), %    Liabilities) ness/Total Liabilities)

 100.0  100.00 55.3 n.a n.a  n.a  n.a n.a

 4.9  1.87 50.2 32.7 24.8  87  25.0 70.30

 9.2  18.42 84.8 217.4 271.1  245  44.9 59.64

 17.4  21.90 49.6 148.3 100.0  100  41.9 60.10

 n.a  3.92 n.a n.a n.a 86.9 47.7 58.32
 n.a  n.a n.a n.a n.a n.a n.a n.a
 n.a  0.15 n.a n.a n.a 50.7 41.4 55.81
 n.a  0.00 n.a n.a n.a n.a n.a n.a
 n.a  0.00 n.a n.a n.a 59.3 44.3 57.66
 n.a  2.09 n.a n.a n.a 68.1 24.8 69.25
 n.a  2.07 n.a n.a n.a 107.3 39.8 62.35
 n.a  n.a n.a n.a n.a n.a n.a n.a
 n.a  0.06 n.a n.a n.a 219.8 44.9 73.38
 n.a  1.20 n.a n.a n.a 113.7 53.0 61.58
 n.a  1.10 n.a n.a n.a 86.1 43.9 56.27
 n.a  3.01 n.a n.a n.a 102.9 43.1 64.56
 n.a  2.89 n.a n.a n.a 113.4 39.0 69.74
 n.a  0,00 n.a n.a n.a n.a n.a n.a
 n.a  0.73 n.a n.a n.a 105.1 45.5 38.53
 n.a  n.a n.a n.a n.a n.a 38.4 25.06
 n.a  0.95 n.a n.a n.a n.a 51.7 39.39
 n.a  n.a n.a n.a n.a n.a 48.6 36.77
 n.a  n.a n.a n.a n.a 103.4 57.1 34.84
 n.a  3.26 n.a n.a n.a 108.5 29.0 59.92
 n.a  0.05 n.a n.a n.a n.a 30.6 38.35
 n.a  n.a n.a n.a n.a n.a 39.7 59.09
 n.a  n.a n.a n.a n.a 78,1 38.6 58.09

 3.0  8.63 142.0 2,333.3 91.7  120  77.5 38.23

 6.5  3.54 28.9 72.3 54.2  115  54.1 22.66

 20.6  14.78 3.2 107.3 53.6  92  60.2 52.95

 1.0  0.27 22.1 30.0 30.9 73.0 37.9 57.94

 9.4  4.74 145.9 31.9 65.1  130  34.4 68.86

 4.7  6.34 11.8 70.2 111.9  261  47.1 72.99

 11.0  18.66 84.0 156.4 68.9  136  46.4 46.95

 4.9  n.a 19.2 n.a 56.7 134.7 47.2 26.42

 2.6  n.a 42.5 n.a 13.2 71.2 42.2 12.22

 3.1  0.07 42.8 n.a 23.9 81.8 29.9 41.87

 1.7  0.78 87.8 n.a 24.1  85  65.4 41.84

Source: ROSSTAT, UCB RU
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Slovakia – Tatra Tiger rebounding?

Slovakia

Source: UniCredit CEE Strategic Analysis, UniCredit Bank SK

2011 Best, Stable and Worst sectors
Best  Stable  Worst

Rubber and Plastics  Benefits from upturn in car  Agriculture Cash flow hit by bad 2010  Mining Declining sector, with high
Products and LCD TV production   harvest and cold 2010/2011   dependency on govt. support
   winter; strong regional 
   competition   

Chemicals Post-crisis upturn, despite  Food and Beverages Higher agricultural prices and  Textiles Declining sector, due to Asian
 some problematic companies;   weaker household demand   competition
 pharma (generic) doing well   to drive some margins  
 (best), rest of sector is stable  squeeze in 2011     

Manufacture of  Benefits from upturn in car  Wood Products Hit by persisting pressure on  Wearing Apparel Declining sector, due to Asian
basic metals industry  (exclude furniture) construction sector, with    competition
   some recovery underway     

Computers and  Cyclical upturn, strongly Paper and Pulp Very cyclical (mostly in prices),  Leather Footwear Declining sector, due to Asian
Office Machinery growing from a low base  but modern facilities  competition

Communications  Booming sector, with major  Printing and  Modern production facilities  Construction Weak demand for new housing
Equipment including  producer launching new  Publishing but outlook influenced by   or commercial property,
Semi-Conductors  production in 2011  higher VAT rate on books  uncertain timing of highway
and TVs       projects 

Motor Vehicles,  Most important manufacturing Refined Petroleum, Major producer reporting loss  Hotels and  New capacity built up recently,
Trailers and Parts sector in Slovakia;  Coke and Nuclear in 2009, but rebound oil  Restaurants low occupancy rates, some
 global competitive advantage  prices should be favorable  major hotels near bankruptcy

Utilities Benefits from more price- Mineral-based  Constrained by weak con- Transport –
 increases friendly government  Products (non-metalic) struction sector (cement, glass)

Telecomunication  – Fabricated Metal  Benefits from car industry  Real Estate and  Excess supply of residential
  Products upturn and from recent  Business Activities and commercial property,
   contracts won by major   several projects near 
   producer in energy sector  bankruptcy 

  Machinery,  As sub-suppliers for German
  Equipment, Appliances producers, benefits from r
   ecovery in global demand  

  Electrical Machinery Benefits from revival in house-
   holds demand for home 
   appliances   

  Medical, Precision  Sector generally performing 
  and Optical well, but some weak producers   

  Transport Equipment  Positively influenced by recently
  (excluding Motor  won contracts with foreign
  Vehicles) importers (railway wagons)   

  Furniture, Jewelry,  Furniture sector too dependent 
  Toys, Musical, Other  on housing market, some signs 
  Goods of recovery in 2011   

  Recycling Stable sector  

  Wholesale and  Retail trade with non-food 
  Retail Trade productsat 80% of pre-crisis 
   level, real-wage decrease at 
   national level in 2011; diver-
   gence in performance of small 
   privately-owned stores and 
   big international chains   

  Storage –  

  Education Stable sector  

  Health, Social and –
  Personal Services   



Sectoral Analyses, Outlook 2011 I 51

For Slovakia the crisis marked the worst downturn since the 
transformational recession in the early 1990’s. The impact on 
industries has been strong due to the economy’s high depend-
ency on export, overexposure to cyclical sectors such as con-
sumer durables (e.g. cars and consumer electronics) and the 
euro introduction, which deprived the country’s economy of one 
possible channel of adjustment (currency depreciation). However, 
the recovery in Western Europe – lead by the German economy – 
in late 2009 and particularly last year, contributed to the signifi-
cant rebound of Slovak industry, which reached its pre-crisis level 
in September 2010. Manufacture of consumer electronics, cars, 
chemicals and pharmaceuticals spearheaded the recovery. The 
recent moderate revival of lending activity to the corporate sec-
tor (energy and refinery sectors in particular) supports industry’s 
ongoing recovery.

The recovery should continue in the current year as well. 
However, after the relatively high (expected) growth of 3.9% in 
2010, the pace of economic growth should stay more subdued 
in 2011 (3.1%) predominantly on the back of the government’s 
austerity package. VAT and excise taxes increases as well as 
government expenditures cuts will weigh on the economy. In 
addition, the expected acceleration in inflation (4.1%) resulting 
from higher food and energy prices may result in some stagna-
tion or even decline in the dynamic of real wages in the current 
year. This means that in an environment of still high unemploy-
ment, household consumption will not be among the key growth 
drivers in 2011. Investment activity is instead expected to gain 
momentum as some of the investments put on hold during the 
crisis will be put on stream and some restocking will take place. 
External demand should also remain supportive for growth also 
on the back of a broadly-based recovery of Germany’s economy.

Despite the improved macroeconomic conditions, Slovakia faces 
several structural challenges looking ahead. In addition to initia-
tives to improve the overall business environment, to reform the 
payroll tax system and to put public finance, social security and 
health-care on a sustainable footing, the new government plans 
to continue upgrading the transportation infrastructure. The latter 
is extremely important for improving access to remote regions for 
foreign investors. For this purpose, the government has earmarked 
EUR 3.1 bn from the EU structural funds and state budget for high-
way construction during 2010–2012. Several strips of highways 
might also be constructed using public-private partnership (PPP) 
schemes in the future, although the government will carefully scru-
tinize the cost of such PPPs (having cancelled some previous over-
priced PPP projects). Other areas of focus for drawing EU funds are 
environment, regional development and Research & Development. 
EU funds represent a large pool of resources available to upgrade 
the country’s capital stock that can be used to speed up economic 
convergence toward Western European standards. Slovakia should 
thus intensify and improve its efforts in drawing EU funds as it 
has lagged in this regard recently, and cases of non-transparent 
projects using EU funds and related corruption have emerged.

Benefiting from significant competitive advantages in medium-high 
technology sectors and a consolidated export orientation, in the wake 
of the crisis Slovakia does not need to re-adapt its economic growth 
model. Two key manufacturing sectors – cars and LCDs produc-
tion – should continue to be the key drivers of growth in 2011. 
Substantial FDIs were concentrated recently in those two sectors 
and despite much weaker global demand than pre-crisis, Slovakia 
can now benefit from its global competitive advantage, reinforcing 
its role of production hub for Europe. Apart from existing facilities, a 
large foreign LCD manufacturer will start new production in the cur-
rent year and existing car producers will introduce new car models. 

Source: UniCredit CEE Strategic Analysis, Global InsightSource: NBS

Value added by sector (real terms)1Lending by sector (% YTD growth, Oct 2010)
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Several other sectors which function as suppliers to these two major 
sectors – such as rubber and plastics or basic metals – will ride the 
wave and should perform well in the current year. Apart from those, 
generic pharmaceuticals, office machinery, telecommunications and 
utilities should experience a very positive dynamic during 2011. 

Several major sectors are rated with a stable outlook. Agriculture 
in Slovakia saw substantial productivity gains over the last decade 

and the expected increase in agricultural prices should remain 
supportive for its dynamic in 2011. There has been some recent 
consolidation activity on the local food & beverages market, which 
should lead to efficiency gains. However, producers will likely see 
margins squeeze in the current year. 

Several sectors should ride the wave of expected increased export 
and investment activity either domestically or abroad (emerging 

Slovakia – Structural indicators (according to NACE 1.1, 2009 unless otherwise stated)

Slovakia

SECTOR MARKET STRUCTURE 
 Number of  Number of  Share of SMEs 
 Enterprises2 SME2    in Total  
   enterprises1, % 
    

TOTAL - ALL NACE ACTIVITIES 110,768 101,965 92.1 

Agriculture. hunting and forestry and fishing 4,548 4,304 87.5 

Mining and quarrying 143 137 78.5 

Manufacturing 12,440 11,801 83.0 

Manufacture of food products. beverages and tobacco 1,327 1,273 77.8 
Manufacture of textiles and textile products 863 818 87.7 
Manufacture of leather and leather products 216 198 81.7 
Manufacture of wood and wood products 1,515 1,476 92.0 
Manufacture of pulp, paper and paper products n.a n.a 75.0 
Publishing, printing and reproduction of recorded media n.a n.a 93.8 
Manufacture of coke. refined petroleum products and nuclear fuel 10 9 53.8 
Manufacture of chemicals. chemical products and man-made fibres 249 231 70.1 
Manufacture of rubber and plastic products 751 721 77.9 
Manufacture of other non-metallic mineral products 546 516 77.4 
Manufacture of basic metals n.a n.a 50.0 
Manufacture of fabricated metal products. except machinery and equipment n.a n.a 85.5 
Manufacture of machinery and equipment n.e.c. 954 904 75.9 
Manufacture of office machinery and computers n.a n.a 85.5 
Manufacture of electrical machinery and apparatus n.e.c. n.a n.a 79.3 
Manufacture of radio, television and communication equipment and apparatus n.a n.a 80.0 
Manufacture of medical, precision and optical instruments. watches and clocks n.a n.a 86.5 
Manufacture of motor vehicles, trailers and semi-trailers n.a n.a 37.1 
Manufacture of other transport equipment n.a n.a 69.0 
Manufacture of furniture; manufacturing n.e.c. n.a n.a 87.9 
Recycling n.a n.a 90.1 

Electricity. gas and water supply 327 299 55.1 

Construction 7,926 7,644 91.2 

Wholesale and retail trade; repair of motor vehicles, motorcycles and personal and household goods 38,068 36,139 91.4 

Hotels and restaurants 3,814 3,653 98.1 

Transport. storage and communication 4,511 4,315 88.6 

Financial intermediation 757 709 88.8 

Real estate, renting and business activities 29,295 26,617 96.2 

Public administration and defence; compulsory social security 2 2 0.0 

Education 800 750 99.1 

Health and social work 3,402 3,306 98.0 

Other community, social and personal service activities 2,434 2,291 95.2 

Activities of households n.a n.a n.a 

Extra-territorial organizations and bodies n.a n.a n.a 

Note: 1) 2007; 2) 2008 
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markets in particular): fabricated metal products, machinery & 
equipment, electrical machinery and medical & optical equip-
ment are clear examples. 

Although one of the major producers is experiencing problems 
and might need to be restructured, the chemical sector as such 
should continue to perform well during 2011. The same holds true 
for the refinery sector, where a major producer is returning to 

profitability and is considering a major investment into a production 
facility. Wood, pulp and paper, printing and publishing should 
all see a continued recovery in 2011. Last but not least, whole-
sale and retail trade is rated among the stable sectors although 
some divergence is noted between trade with foodstuffs (relatively 
resilient during the crisis) and non-foodstuffs trade which has not 
recovered yet (although postponed demand for some durables may 
start to materialise in the current year).

SECTORAL DETAILS COMPETITIVENESS CONSTRAINTS
Share in total Share in total  Capital FDI RCA2 Labour Personnel Total Bank

VA % FDI1, %  Intensity, % Attractiveness1  productivity costs,  Indebted Indebted
          (Manufacturing (Manufacturing ness1, % ness1, %
     = 100)  = 100)2

100.0 100.0 20.7 100 100 115.1 100.1 55.1 12.0

3.9 0.3 20.0 8 80 143.1 n.a 31.2 6.2

0.6 1.0 34.3 32 4 185.2 108.2 49.2 8.2

19.6 38.9 21.7 169 114 100.0 100.0 56.3 13.2

1.8 2.4 22.0 126 64 100.7 90.8 60.1 14.5
0.6 0.4 9.8 42 85 42.5 58.1 60.0 12.9
0.2 0.3 11.2 110 132 35.7 61.7 64.1 5.2
1.3 0.4 8.0 32 155 98.6 74.9 69.1 26.4
0.5 1.3 52.9 221 144 167.3 117.0 47.5 11.5
0.7 0.2 8.5 28 154 100.2 122.6 60.1 14.4
0.3 4.6 106.0 536 208 301.6 223.9 27.5 0.2
0.7 1.9 38.4 207 57 145.9 117.1 48.3 16.4
1.1 1.9 20.4 179 87 103.0 96.4 57.9 15.5
1.1 2.3 27.6 168 103 123.6 112.8 48.1 14.2
1.1 6.2 35.7 231 151 120.1 140.2 49.7 11.9
2.8 2.9 8.1 94 108 127.8 97.5 66.4 11.6
1.3 2.7 24.2 162 97 73.5 105.2 64.5 15.9
0.1 0.0 7.0 49 80 56.4 92.6 54.7 8.8
1.2 1.7 16.0 107 107 67.8 81.4 62.1 11.2
1.0 2.3 11.1 309 129 135.4 91.7 74.9 6.7
0.4 0.1 6.5 22 29 98.2 102.1 49.4 3.9
2.1 8.1 36.1 293 155 148.4 127.9 57.9 14.3
0.3 0.0 18.3 0 143 99.2 114.1 63.4 26.2
0.7 –0.9 10.7 –146 115 74.7 85.5 59.5 17.4
0.1 0.1 8.4 44 n.a 122.3 126.1 57.7 15.2

5.5 13.9 57.5 241 139 438.2 138.9 31.2 4.1

9.5 1.1 2.7 14 n.a 125.6 96.4 66.6 7.4

15.9 12.1 6.7 79 n.a 96.0 99.3 66.7 11.2

1.4 0.2 12.1 16 n.a 52.4 62.7 67.5 24.3

7.1 5.2 41.8 67 n.a 117.6 105.9 42.3 8.3

4.1 17.6 20.4 501 n.a 266.8 185.6 81.0 49.5

15.1 8.9 25.0 42 23.0 181.4 115.7 66.0 17.2

7.1 0.0 29.5 0 n.a 119.8 97.1 17.6 0.0

3.4 0.0 11.3 0 n.a 52.4 84.6 36.1 1.4

3.4 0.2 11.7 8 n.a 65.6 88.9 38.2 7.7

3.5 0.4 9.9 11 40 123.7 86.8 55.5 7.5

n.a 0.0 n.a n.a n.a n.a n.a n.a n.a

n.a 0.0 n.a n.a n.a n.a n.a n.a n.a

Source: NBS, Eurostat, DataCentrum, Statistical Office, UniCredit Bank SK
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Among the worst performing sectors, developments in the real 
estate industry remain constrained by excess capacity in both 
residential and commercial property with several projects close to 
bankruptcy. Construction is thus also likely to continue to be in the 
doldrums in the current year. Although the sector could benefit from 
the highway construction programme, timing of particular highway 
projects is still uncertain (however, this represents some upside risk 
for the sector). For the time being, business surveys among construc-
tion managers see activity largely stagnant in the current year and 
suggest that consolidation may take place in the sector. Hotels & 
Restaurants are also expected to perform relatively weakly as there 
has been a substantial increase in hotel room capacity recently and 
occupancy rates are at record-low levels. It seems that Slovak and 
foreign consumers are still cautious about spending money on travel 

& leisure and restaurants in Slovakia. Finally, manufacture of textile, 
apparel, leather footwear are expected to continue struggling as 
they attempt to compete with cheap Asian imports while facing rising 
upward pressures on domestic wages. The outlook for these sectors 
is highly uncertain. Only high increases in productivity and shifts into 
a higher-value added product sub-segment may support the longer-
term viability of these sectors. 

More generally, substantial improvements in the overall business 
environment, investment into educational and R&D sectors are 
among the main challenges the Slovak economy will have to face. 
If implemented, they will support gradual sectoral re-allocations 
in the economy, shifts into high value added production and more 
innovations. 

Slovakia
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2011 Best, Stable and Worst sectors
Best  Stable  Worst

Food and Beverages Non-cyclical and attractive  Agriculture High returns on capital,  Textiles and Non-transparent industry with
 sector for investments despite   aggressive CAPEX expected in Wearing Apparel large number of small
 unfavorable regulatory frame-  2011–12, high liquidity but  “shadow” business
 work, some land-policies   very unproductive sector, lots
 issues and still low house-  of low-value-added products
 holds incomes    in export, land policy issues 
   and poor logistics   

Manufacture of  Good prospects driven by Mining Large reserves of coal, iron Machinery,  Strong post-USSR base, 
basic metals large capacity, low-cost pro-  ore, manganese, sea-port Equipment,  opportunities to expand in 
 duction, vertical integration,   availability, gas-substitution Appliances local agro and mining sector 
 EURO 12 championship   opportunities but low  but lack of financing and FDI,
 opportunities; some issue to   operational efficiency and  dependence on CIS and low
 monitor related to poor logistics   poor logistics   protection of intellectual rights 

  Tobacco Products Non-cyclical but devastating  Computers and Lack of financing and FDI; low 
   regulatory framework and low  Office Machinery protection of intellectual rights;
   households incomes    brain drain

  Leather Footwear Non-transparent industry with  Electrical Machinery Lack of financing and FDI; 
   large number of small   low protection of intellectual
   “shadow” business   rights; brain drain 

  Wood Products  – Communications  Lack of financing and FDI;
  (exclude furniture)  Equipment including  low protection of intellectual
    Semi-Conductors  rights; brain drain
    and TVs

  Paper and Pulp – Medical, Precision Lack of financing and FDI; 
    and Optical low protection of intellectual
     rights; brain drain

  Printing and  – Furniture, Jewelry,  –
  Publishing  Toys, Musical,
    Other Goods

  Refined Petroleum,  Privatisation to boost compe- Recycling –
  Coke and Nuclear tition; tariffs growth; vulner- 
   ability to world commodity  
   prices; high administrative 
   barriers; low competition; 
   lack of financing   

  Chemicals Large production capacity,  Utilities Some export opportunities but
   opportunities to expand locally  outlook influenced by inefficient 
   to agro-consumers and export  pricing policies and households 
   but large dependence on gas,   subsidies, large state-owner-
   poor logistics, lack of financing  ship and huge under-investments 
   and import threat   

  Rubber and  –   
  Plastics Products   
         

Ukraine – Economy enters 2011 on a solid footing but with 
large need for modernisation
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Ukraine

After a severe slump in 2009, the Ukrainian economy returned to 
growth in 2010. Exports were the main growth driver, but domestic 
demand started to revive at the end of 2010 as well. In the forth-
coming quarters we expect private consumption and fixed invest-
ments to overtake as main growth drivers. The preparations for the 
EURO-2012 football championship will support fixed investment, as 
well as help boost infrastructure and related sectors.  

Poor infrastructure is one of the key Ukrainian problems. The World 
Bank estimate of needed investment for 2006–2015 was USD 
100 bn. This would imply at least tripling the current level of public 
infrastructure spending of 2% of GDP (average 2000–9). There are 
hopes that hosting the EURO-2012 championship will help boost 
investment in infrastructure.

Another big issue is decreasing potential of exports as a growth 
driver due to a weakening competitive position. While in the short-
term exports are likely to remain an important growth driver, the 

medium-to-long term prospects are less convincing unless Ukraine 
diversifies its exports and moves up the value chain. Ukraine’s 
exports are concentrated in the low valued added sectors, with 
metals, minerals and chemicals comprising more than 60%. This 
makes the economy vulnerable to commodity prices shocks and 
puts it in competition with emerging economies that have stronger 
cost advantages. 

In 2011, the outlook is the best for Iron & Steel, Food & Beverages 
and Hotels construction, which are to be followed in 2012 by 
chemical, agro and transport industry.

Iron&Steel is to remain the key industry for Ukraine (today Ukraine 
is among the top ten world steel producers). Among the industry’s 
strengths are the low cost of labour and low cost of production, 
which was achieved due to vertical integration. However, the indus-
try is exposed to commodity prices shocks and is dominated by low 
value added products, which creates some downside risks. 

  

Best  Stable  Worst

  Mineral-based  Poor logistics; lack of Real Estate and Strong correlation with 
  Products (non-metalic) financing; import threat  Business Activities construction industry; low 
     price growth opportunities 

  Fabricated Metal  Stable outlook supported by Public Administration State ownership
  Products vertical integration and  and Defense
   EURO 12 championship oppor-
   tunities but low efficiency, high 
   vulnerability and limited logistics   

  Motor Vehicles,  EURO 12 championship oppor- Education State ownership; lack of
  Trailers and Parts tunities; high transit potential;   financing
   low cars penetration; lack of 
   state support; low competition; 
   lack of financing; low quality   

  Transport Equipment  Strong carriage building plants, Health and Social State ownership; lack of
  (excluding Motor  high transit potential but large Services financing; low population
  Vehicles) depreciation of carriage fleet in   incomes
   Ukraine and CIS, poor logistics, 
   lack of financing and high 
   administrative barriers   

  Construction – Social and Personal  –
    Services 

  Wholesale and  Productive improvement
  Retail Trade potential but limited access to 
   international financing, tough 
   regulatory barriers and 
   expensive consumer lending   

  Hotels and  EURO 12 championship
  Restaurants opportunities but lots of not-
   transparent small companies 
   and lack of financing   

  Transport,   –
  Storage and 
  Telecommunication   

  Financial  –
  Intermediation   

Source: UniCredit Bank, UniCredit CEE Strategic Analysis
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As a defensive sector, food&beverages withstood the crisis rela-
tively well. It is also going to benefit from the large internal market 
and a reviving private consumption. Despite a large number of mul-
tinationals the sector remains highly attractive for greenfield invest-
ments. However, the regulatory framework deters entry, increases 
operational costs, limits competition and harms export diversifica-
tion and growth. The sector experiences lack of financing for both 
working capital and investments.

Ukraine has large potential in agriculture. High returns on capi-
tal are attracting foreigners to the sector, and aggressive capital 
expenditures are expected in 2011–12. Among the sector’s main 
problems are land policy issues, poor logistics and non-alignment 
with international norms. The sector needs significant financing in 
order to increase yields to the European level.

The chemical sector benefits from large capacity and a strong 
resource base, but is vulnerable to gas prices shocks due to 
the high proportion of gas in production costs (up to 80%) and 
low energy efficiency. The sector was badly affected by a 50% 
gas price increase in 2009. For the near term, prospects are 
supported by expected growth of local demand from agro pro-
ducers.

The transportation sector will benefit significantly from hosting 
the EURO-2012 championship in terms of investment in roads and 
airports construction, which will help the country to realise its high 
transit potential as well. The government continues to play a domi-
nant role in the sector, and liberalising its closed segments is an 
important agenda for future reforms.

Despite inheriting a strong base from the USSR times, machinery 
faced significant depreciation and needs major investment. The 
industry has limited local demand. In the medium term it could 
benefit from the CIS demand (especially for carriages) and possible 
demand from the agro sector. Some sub-sectors (aviation, defence 
industry) could show growth quicker than others. But they are 
negatively affected by a brain drain and weak protection of intel-
lectual property rights.

Different subsectors of construction have different outlook. Hotels 
construction is considered to be among the top-performing sec-
tors, to be driven by the requirements of EURO+2012 hosting 
and, consequently, government support and foreign investment. 
Construction of office and retail space has a “stable” outlook, 
as there is still a gap in space indicators compared to European 
countries, however, the development is much linked to the general 
business activity and needs investments. Residential real estate is 
directly linked to retail lending, which is expected to stagnate for 
quite some time. 

Energy generation and distribution suffers a lot from ineffective 
state governance. Continuous losses of the sector, caused by an 
inefficient system of heating subsidies for households and low pay-
ment discipline, lead to underinvestment and degradation of capac-
ities. Moreover, the sector is very energy-inefficient: Ukraine is 
among the most energy-intensive countries in the world. However, 
there is hope that IMF requirements for elimination of subsidies 
and privatisation may help transform the sector. 

Mining has been traditionally the backbone of Ukraine’s economy. 
Large coal, iron ore, manganese reserves in Ukraine enabled not 
only building vertically-integrated metallurgical giants, but also 
securing strong export potential. However, the sector has low 
operational efficiency. Despite having large coking coal reserves, 
Ukraine imports more than one-third of coking coal needs due low 
quality of local coal. Additional investments would also be needed 
to improve the environmental standards in the sector, although so 
far the authorities have been rather lenient on the issue.  

In the medium-to-long run, Ukraine faces a challenging task of 
modernising itself. It has major opportunities to benefit from its 
excellent location, abundant natural resources, and skilled and 
low-wage labor force. However, pervasive corruption, a decrepit 
infrastructure, lack of rule of law and other obstacles to business 
reduce the country’s attractiveness for investment and hinder its 
general development. 

Source: UniCredit CEE Strategic Analysis, Global Insight
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Ukraine

Source: State Statistics Committee of Ukraine, UniCredit Bank

Ukraine – Structural indicators (according to NACE 1. 1, 2009 unless otherwise stated)

SECTORS MARKET STRUCTURE SECTORAL DETAILS COMPETITIVENESS CONSTRAINTS
  Number of Share  Share  FDI  Average Total Bank 
  employees  in total  in total attractive-  Personnel Cost Indebted- Indebted- 
  VA, %  FDI, %  ness %  (Manufac-  ness, %    ness, % 
      turing = 100)  

TOTAL 8,274.8 100.0 100.0 34.5  87.3 64.1 18.1

Agriculture 729.9 7.2 2.0 9.5  57.1 62.2 655.1

Fishing and forestery n.a n.a 0.0 n.a  n.a n.a n.a

Mining n.a 3.9 2.6 23.4  n.a n.a n.a

Manufacturing n.a 15.8 29.8 64.9  n.a n.a n.a

Food, Beverages, Tobacco n.a n.a 4.6 n.a  n.a n.a n.a
Textiles n.a n.a 0.4 n.a  n.a n.a n.a
Wood Products (exclude furniture) n.a n.a 0.7 n.a  n.a n.a n.a
Paper and Pulp, Printing and Publishing n.a n.a 0.6 n.a  n.a n.a n.a
Refined Petroleum, Coke and Nuclear n.a n.a 1.1 n.a  n.a n.a n.a
Chemicals. Rubber and Plastics Products n.a n.a 3.1 n.a  n.a n.a n.a
Mineral-based Products (non-metalic) n.a n.a 2.0 n.a  n.a n.a n.a
Manufacture of basic metals, Fabricated Metal Products n.a n.a 13.9 n.a  n.a n.a n.a
Machinery, Equipment, Appliances n.a n.a 2.9 n.a  n.a n.a n.a
Other n.a n.a 0.7 n.a  n.a n.a n.a

Utilities n.a 3.5 0.8 7.7  n.a n.a n.a

Construction 518.8 2.4 5.5 78.6  62.3 86.1 44.2

Wholesale and Retail Trade 1,265.8 13.5 10.8 27.6  70.4 95.5 33.0

Cars trade and repair 137 n.a n.a n.a  79.3 86.8 27.6
Wholesale trade 675.9 n.a n.a n.a  78.3 96.7 33.6
Retail trade 452.9 n.a n.a n.a  55.9 95.7 33.7

Hotels and Restaurants 139.6 n.a 1.1 n.a  51.4 57.9 30.6

Transport, Storage and Telecommunication 1,101.8 11.3 4.1 12.4  111.5 41.3 5.9

Financial Intermediation 80.7 n.a 31.1 n.a  113.5 69.7 n.a

Real Estate and Business Activities 922 n.a 10.6 n.a  82.4 44.6 14.7

Education 35.3 5.2 0.0 0.2  66.3 25.4 12.8

Health and Social Services 92.1 3.5 0.3 3.0  59.8 46.9 22.0

Social and Personal Services and other 182.5 n.a 1.4 n.a  91.0 61.0 20.2
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Annex – Methodology Notes

Bulgaria – Structural Indicators

Number of enterprises: total number of companies with business 
activity, Source: Coface Bulgaria Credit Management Services Ltd.

Number of SME: number of companies with number of employees 
up to 250 and either annual turnover up to EUR 50 millions or total 
assets up to 43 million BGN (excluded are sole proprietorships), 
Source: Coface Bulgaria Credit Management Services Ltd.

Share in VA: Relative share of each sector in Total Gross Value 
Added for the whole economy (in current prices),  
Source: National Statistical Institute. 

Share in Total FDI: Foreign Direct Investment (stock),  
Source: Bulgarian National Bank.

FDI Attractiveness: FDI Attractiveness = Share in FDI (stock) / 
Share in VA, Source: Bulgarian National Bank, National Statistical 
Institute.

Capital Intensity: Capital Intensity = Expenditure for Acquisition of 
Tangible Fixed Assets / GVA, Source: National Statistical Institute.

RCA: Revealed Comparative Advantage = Share in Total Exports / 
Share in Total Imports, Source: National Statistical Institute.

Average Wage Indicator: (Average Wage Sector/ Average Wage 
Economy)*100, Source: National Statistical Institute.

Wage adjusted Labour Productivity: Wage adjusted Labour 
Productivity = Labour Productivity / Average wage per employee, 
Source: National Statistical Institute.

Total Indebtedness: Total Indebtedness = Total Debt / Total 
Liabilities, Source: National Statistical Institute.

Bank Indebtedness: Bank Indebtedness = Short-term and Long-
term Bank loans / Total Liabilities, Source: National Statistical 
Institute.

Croatia – Structural Indicators

Generally, FINA data from financial statements of enterpreneurs do 
not cover state entities (public administration, defence, public edu-
cation and health care systems) and producers which are not reg-
istrered as companies (i.e. are not liable for profit tax – craftmen, 
individual farmers and fishermen, etc.). FINA data also do not cover 
banking and insurance industries sectors. So, totals for economy 
and some sectors are downward distorted.

Number of enterprises: Number of entities which actually pre-
sented and submitted financial statement for year 2009 to FINA 
(Financial Agency). All legal and physical persons which are liable 
for profit tax, according to the law, are obliged to submit their 
financial statements. Source: FINA

Number of SME: SME are defined as companies with total  
revenue up to HRK 300mn). Source: FINA

Share in total VA: VA of specific sector divided by total VA added 
(Zagrebaèka banka Research from FINA data). Source: FINA

Share in Total FDI: Foreign Direct Investment (stock as of 31th 
December 2009, cumulated from beginning of 1993).  
Source: CNB (Croatian National Bank) 

FDI attractiveness: Calculated by Zagrebaèka banka Research 
from FINA and CNB data. This indicator for Financial activities is 
distorted because banking and insurance industry are excluded 
from FINA data (so share in VA for Financial sector does not cover 
VA of banking and insurance industry). FDI Atractiveness = Share 
in FDI (stock) / Share in VA. Sources: FINA, CNB

Capital Intensity: Calculated by Zagrebaèka banka Research from 
CBS data. Capital Intensity = Gross Fixed Capital Formation / VA. 
Source: CBS

RCA: Calculated by Zagrebaèka banka Research from CBS data. 
RCA = Share in Total Exports / Share in Total Imports. Source: CBS 

Labour Productivity: Calculated by Zagrebaèka banka Research 
from FINA data. Labour Productivity = VA / Number of Employees 
(in HRK per employee&year). Source: FINA

Average Personnel Costs: Calculated by Zagrebaèka banka 
Research from FINA data. Average Personnel Costs = Total Personnel 
(Labour) Costs (net wages + contributions from/on wages for pen-
sions, social and health care + other personnel costs) / Number of 
Employees (in HRK per employee&year). Source: FINA 

Wage Adjusted Labour Productivity: Calculated by Zagrebaèka 
banka Research from FINA data. Wage Adjusted Labour Productivity 
= Labour Productivity / Average Personnel (Labour) Costs.  
Source: FINA

Total Indebtedness: Calculated by Zagrebaèka banka Research 
from FINA data. Total Indebtedness = Total Debt / Total Liabilities. 
Source: FINA

Bank Indebtedness: Calculated by Zagrebaèka banka Research 
from FINA data. Bank Indebtedness = Bank Debt / Total Liabilities. 
Source: FINA



Sectoral Analyses, Outlook 2011

60 I Sectoral Analyses, Outlook 2011

Hungary – Structural Indicators

Number of enterprises: total number of registered companies, 
Source: Central Statistical Office.

Number of employees: number of employees – average for the 
year, Source: Central Statistical Office.

Number of SME: number of companies with number of employees 
up to 250 and annual turnover up to EUR 50 millions.  
Source: Tax Bureau.

Share in VA: Relative share of each sector in Total Gross Value 
Added for the whole economy (in current prices),  
Source: Central Statistical Office. 

Export Propensity: Export Propensity = Exports / Gross Output, 
Source: Central Statistical Office.

Import / Apparent Consumption: Apparent Consumption = Gross 
Output + Imports – Exports, Source: Central Statistical Office.

Share in Total FDI: Foreign Direct Investment (stock),  
Source: National Bank of Hungary.

FDI Attractiveness: FDI Attractiveness = Share in FDI (stock) / 
Share in VA, Source: National Bank of Hungary, Central Statistical 
Office.

Capital Intensity: Capital Intensity = Expenditure for Acquisition of 
Tangible Fixed Assets / GVA, Source: Central Statistical Office.

RCA: Revealed Comparative Advantage = Share in Total Exports / 
Share in Total Imports, Source: Central Statistical Office.

Labour Productivity: Labour Productivity = GVA / Number of 
Employees, Source: Central Statistical Office.

Average personnel cost: Average wage per employee,  
Source: Central Statistical Office.

Wage adjusted Labour Productivity: Wage adjusted Labour 
Productivity = Labour Productivity / Average wage per employee, 
Source: Central Statistical Office.

Total Indebtedness: Total Indebtedness = Total Debt / Total 
Liabilities, Source: Tax Bureau.

Annex

Czech R. – Structural Indicators

Number of enterprises: registered enterprises and entrepreneurs. 
Source: Czech Statistical office (CZSO)

Number of employees: Source: CZSO 

Share in Total VA: Share of sector VA out of the total VA. VA = 
Gross Value Added (in current prices). Source: CZSO

Share in Total FDI: Share of sector FDI out of Total FDI.  
Source: Czech National Bank

FDI Attractiveness: Share in FDI/Share in VA.  
Source: Czech national bank, CZSO 

Capital Intensity: Purchase of the fix assets (tangible&intangible) 
divided by VA. Source: CZSO

Labour Productivity: VA / number of employees (in CZK per 
employee & year). Source: CZSO  

Average Personnel Cost: Total personal costs / number of 
employees (in CZK per employee & year). Source: CZSO
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Poland – Structural Indicators

Number of enterprises: Number of entities recorded in the 
REGON register as of 31 XII 2008. Source: CONCISE STATISTICAL 
YEARBOOK of the Republic of Poland 

Number of employed persons – Number of employees, employers 
and own-account workers, outworkers, agents, members of agricul-
tural production co-operative etc. as of 31 XII 2008.  
Source: CONCISE STATISTICAL YEARBOOK of the Republic of Poland

Number of SME: Number of entities with the number the employ-
ees to 249 persons. Source: CENTRAL STATISTICAL OFFICE 
“Structural changes of groups of the national economy entities in 
2008” . 

Share in total VA – Sector Gross Value Added/Total Gross 
Value Added. Bank Pekao-MRO calculation. Source: CONCISE 
STATISTICAL YEARBOOK of the Republic of Poland 

Share in total FDI: Sector FDI/Total FDI. Bank Pekao-MRO calcula-
tion. Source: National Bank of Poland “Foreign Direct Investment in 
Poland in 2008”

FDI Attractiveness: Share in total FDI/Share in total Gross Value 
Added. Bank Pekao-MRO calculation.

Capital Intensity: Investment Outlays/Gross Value Added. 
Calculated by Bank Pekao – MRO. Source: CONCISE STATISTICAL 
YEARBOOK of the Republic of Poland 

RCA: Revealed Comparative Advantage computed as Share in Total 
Export/Share in Total Imports. Data refer to Industry. Bank Pekao-
MRO calculation. Source: Statistical Yearbook of Industry – POLAND.

Labour Productivity: Gross Value Added/Number of employed. 
Calculated by Bank Pekao-MRO. Source: CONCISE STATISTICAL 
YEARBOOK of the Republic of Poland

Average Personnel Cost – Average monthly gross wages and 
salaries per paid employee. Source: CONCISE STATISTICAL 
YEARBOOK of the Republic of Poland 

Total Indebtedness – Total Debt / Total Liabilities. Data refer 
to non-financial enterprises in which the number of employees 
exceeds 9 persons. Data do not include farmers, banks and insur-
ance institutions, public administration and defense, higher educa-
tion institutions, public education, public health and social services. 
Calculated by Bank Pekao- MRO. Source: Central Statistical Office

Bank Indebtedness – Total Bank Credits and Loans / Total 
Liabilities Data refer to non-financial enterprises in which the 
number of employees exceeds 9 persons. Data do not include 
farmers, banks and insurance institutions, public administration 
and defense, higher education institutions, public education, pub-
lic health and social services. Calculated by Bank Pekao- MRO. 
Source: Central Statistical Office

Romania – Structural Indicators

Number of enterprises: Total number of enterprises,  
Source: NIS – Structural Survey 

Number of employees: Total number of employees in enterprises, 
Source: NIS – Structural Survey

Number of SMEs: Total number of SMEs, defined as enterprises 
with less than 250 employees. Source: NIS – Structural Survey

Share in Total VA: Sector Gross Value Added (constant prices LC) / 
Total Gross Value Added (constant prices LC). UniCredit Tiriac  
calculation. Source: NIS – National Accounts

Share in Total FDI: stock of foreign direct investments in EUR, 
Sector FDI / Total FDI, sourced by NBR.

FDI Attractiveness: Share in Total FDI / Share in Total Gross Value 
Added (GVA). UniCredit Tiriac calculation. Source: FDI from NBR and 
GVA from NIS – National Accounts.

Capital Intensity: Gross Fixed Capital Formation/Total sector 
GVA in constant prices. UniCredit Tiriac calculation. Source: NIS – 
National Accounts.

RCA: Revealed Comparative Advantage computed as Share in Total 
Exports/Share in Total Imports. UniCredit Tiriac calculation.  
Source: NIS – Foreign Trade Division (primarily sourced by NCA).

Labour Productivity: Gross Value Added / Number of employees. 
UniCredit Tiriac calculation. Gross Value Added, in current prices 
LC, and Number of employees sourced by NIS – Structural Survey. 
Manufacturing = 100

Average Personnel Cost: Total expenses with the personnel / 
Number of employees. UniCredit Tiriac calculation. Total expenses 
with the personnel, in current prices LC, and Number of employees 
sourced by NIS – Structural Survey. Manufacturing = 100.

Wage Adjusted Labour Productivity: Labour Productivity / 
Average Personnel Cost. UniCredit Tiriac calculation. Manufacturing 
= 100. Source: NIS – Structural Survey.

Sources

NIS – Structural Survey: Represents a statistical method conducted 
by the National Institute of Statistics that covers all economic sec-
tors. Micro indicators are calculated following a national scale 
inquiry upon a sample of enterprises relevant to the entire national 
economy. The enterprises are classified for each economic sector 
according to CAEN, Rev.2.

NIS – National Accounts: It turns the results of the official statistical 
surveys into national accounts having in view the methodological 
principles of ESA 95 (European System of Accounts). It uses data 
coming from MPF (public budget execution, balance sheets, and 



Sectoral Analyses, Outlook 2011

62 I Sectoral Analyses, Outlook 2011

Slovakia – Structural Indicators

Number of enterprises: Based on Statistical official registry of 
organizations including only active entity – yearly average.  
Source: Statistical Office

Number of SME: SME – up to 250 employees, based on 
Statistical official registry of organizations including only active 
entity – yearly average. Source: Statistical Office

% of SME: Share of entities with turnover lower than EUR 1 mn.  
on total number of enterprises (UniCredit Bank calculation)  
Source: DataCentrum, Statistical Office 

VA: Gross value added Source: Eurostat

Share in VA: VA of specific sector divided by total VA added 
(UniCredit Bank calculation). Source: Eurostat

Share in Total FDI: FDI of specific sector divided by total FDI 
(UniCredit Bank calculation). Source: National Bank of Slovakia 
(NBS)

Capital Intensity: Gross fixed capital formation over VA (UniCredit 
Bank calculation). Source: Eurostat

FDI attractiveness: Share in FDI (stock as of end of period) over 
Share in VA (UniCredit Bank calculation). Source: NBS, Statistical 
Office

RCA: Relative competitive advantage – Share in Export over Share 
in Import (UniCredit Bank calculation). Source: Statistical Office

Labor productivity: VA over number of employee, manufactur-
ing=100 (UniCredit Bank calculation). Source: Statistical Office, 
Eurostat 

Personal costs: Personal costs represent a sum of cost spent by 
employer to recruit and train their employees, remunerate their 
work as well as to ensure their social welfare according to obliga-
tions adopted.Total labour costs include both direct labour costs 
and indirect labour costs minus subsidies – manufacturing = 100. 
Personal costs are estimated by average gross wage for sub-sec-
tors of manufacturing, mining and electricity gas and water supply. 
(UniCredit Bank calculation) Source: Statistical Office 

Total indebtedness – Total debt over Total liabilities based on 
financial statement, Source: DataCentrum

Bank indebtedness – Total bank debt over Total liabilities based 
on financial statement, Source: DataCentrum

Annex

Russia – Structural Indicators

Number of enterprises: The indicator characterizing number of 
organisations and their local units which are carrying out produc-
tion activities irrespectively of a main kind of activity, i.e. by one 
of the following actual kind of activity – mining and quarrying, 
manufacturing, production and supply of electricity, gas and water. 
Source: Rosstat

Number of SME: In accordance with the Federal law of 24 July 
2007 209-FZ “On development of small and medium entrepreneur-
ship in the Russian Federation” (clause 4) small businesses (legal 
entities) are consumer cooperatives and commercial organisations 
(except state and municipal unitary enterprises) included in the state 
register of legal entities and meet the following conditions: 

1)  total share of participation of the Russian Federation and the con-
stituent entities of the Russian Federation, municipalities, foreign 
legal entities, foreign citizens, social and religious organisations 
(associations), charitable and other funds in the charter capital 
(share fund) should not exceed 25 percent (except assets of joint-
stock investment funds and closed share investment funds); the 
share belonging to one or several legal entities, which are not enti-
ties of small business, should not exceed 25 percent. 

2)  average number of employees for the previous period should not 
exceed 100 persons. 
Average number of employees of small enterprises is estimated 
considering all their employees including persons who work 
according to civil law based agreements and pluralists consider-
ing real time worked and also employees of missions, affiliates 
and other local units of the given legal entity. Source: Rosstat

Share in VA: Relative share of each sector in Total Gross VA for the 
whole economy (current prices). Source: Rosstat

FDI Attractiveness: Share in FDI stock/share in VA

Capital Intensity: Gross fixed capital formation/VA

Average personal cost: Average wage in manufacturing /Average 
wage in Sector*100

Total Indebtedness: Total debt / Total liabilities Source: Rosstat

Bank Indebtedness: Total bank indebtedness/Total liabilities 
Source: Rosstat

tax on revenues statements of individuals) and by NBR (balance of 
payments document).

NIS – Foreign Trade Division: It covers, in cooperation with National 
Customs Authority (NCA) import and export figures in EUR terms, 
based on enterprises custom statements and national inquiry 
standard forms.



Sectoral Analyses, Outlook 2011 I 63

Ukraine – Structural Indicators

Number of employees: including full-time, part-time and not-paid 
employees. Source: Statistical Office

Share in VA: Gross Value Added of specific sector divided by total 
(UniCredit Bank calculation). Source: Statistical Office 

Share in Total FDI: FDI of specific sector divided by total FDI 
(UniCredit Bank calculation). Source: Statistical Office 

FDI attractiveness: Share in FDI (stock as of end of period) over 
Share in VA (UniCredit Bank calculation). Source: Statistical Office

Personnel costs: Personal costs represent a sum of cost spent 
by employer to recruit and train their employees, remunerate their 
work as well as to ensure their social welfare according to obliga-
tions adopted. Manufacturing = 100. Source: Statistical Office 

Total indebtedness – Total debt over Total liabilities based on 
financial statement, Source: Statistical Office

Bank indebtedness – Total bank debt over Total liabilities based 
on financial statement, Source: Central Bank, Statistical Office
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Azerbaijan
Yapi Kredi Azerbaijan

Yasamal District, Cafar Cabbarlı Str., 32 / 12,
AZ-1065, Baku / Azerbaijan
Phone +99 412 497 77 95
Fax +99 412 497 0276
E-mail: yapikredi@yapikredi.com.az

The Baltics
UniCredit Bank Estonia Branch

Liivalaia Street 13 / 15,
EST-10118 Tallinn
Phone: +372 66 88 300
www.unicreditbank.ee

UniCredit Bank Lithuania Branch

Vilniaus Gatve 35 / 3,
LT-01119 Vilnius
Phone: +370 5 2745 300
www.unicreditbank.lt

UniCredit Bank (Latvia)

Elizabetes Iela 63,
LV-1050 Riga
Phone: +371 708 5500
www.unicreditbank.lv

Bosnia and Herzegovina
UniCredit Bank

Kardinala Stepinca b.b.,
BH-88000 Mostar
Phone: +387 36 312112
E-mail: info@unicreditgroup.ba
www.unicreditbank.ba

UniCredit Bank Banja Luka

Marije Bursac 7,
BH-78000 Banja Luka
Phone: +387 51 243 295
E-mail: info-bl@unicreditgroup.ba
www.unicreditbank-bl.ba

Bulgaria
UniCredit Bulbank

Sveta Nedelya Sq. 7,
BG-1000 Sofia
Phone: +359 2 923 2111
www.unicreditbulbank.bg

Croatia
Zagrebačka banka

Paromlinska 2,
HR-10000 Zagreb
Phone: +385 1 6305 250
www.zaba.hr

Czech Republic
UniCredit Bank

Na Príkope 858 / 20
CZ-11121 Prague
Phone: +420 221 112 111
E-mail: info@unicreditgroup.cz
www.unicreditbank.cz

Hungary
UniCredit Bank

Szabadság place 5–6,
H-1054 Budapest,
Phone: +36 1 301 12 71
E-mail: info@unicreditbank.hu
www.unicreditbank.hu

Kazakhstan
ATFBank

100, Furmanov Str.
KZ-050000 Almaty
Phone: +7 (727) 2 583 111
E-mail: info@atfbank.kz
www.atfbank.kz

Kyrgyzstan
ATFBank Kyrgyzstan

493, Zhibek Zholu Ave.
KG-720070 Bishkek
Phone: +7 312 67 00 47
E-mail: bank@atfbank.kg
www.atfbank.kg

Macedonia
Bank Austria Representative Office

Dimitrie Cupovski 4–2 / 6,
MK-1000 Skopje
Phone: +389 23 215 130
E-mail: office@ba-ca.com.mk

Montenegro
Bank Austria Representative Office

Hercegovacka 13,
ME-81000 Podgorica
Phone: +382 81 66 7740
E-mail: ba-ca@cg.yu

Poland
Bank Pekao

ul. Grzybowska 53 / 57,
PL-00-950 Warsaw
Phone: +48 42 6838 232
www.pekao.com.pl

Romania
UniCredit Tiriac Bank

Ghetarilor Street 23–25,
RO-014106 Bucharest 1,
Phone: +40 21 200 2000
E-Mail: office@unicredittiriac.ro
www.unicredit-tiriac.ro

Russia
UniCredit Bank

Prechistenskaya emb. 9,
RF-19034 Moscow
Phone: +7 495 258 7200
www.unicreditbank.ru

Serbia
UniCredit Bank

Rajiceva 27–29,
RS-11000 Belgrade
Phone: +381 11 3204 500
E-mail: office@unicreditgroup.rs
www.unicreditbank.rs

Slovakia
UniCredit Bank

Săncova 1 / A,
SK-813 33 Bratislava
Phone: +42 1 44 547 6870
www.unicreditbank.sk

Slovenia
UniCredit Bank

Šmartinska cesta 140,
SI-1000 Ljubljana
Phone: +386 1 5876 600
E-mail: info@unicreditbank.si
www.unicreditbank.si

Turkey
Yapi Kredi

Yapi Kredi Plaza D Blok, Levent,
TR-34330 Istanbul
Phone: +90 212 339 70 00
www.yapikredi.com.tr

Ukraine
UniCredit Bank

14, D. Galitsky St.,
UA-43016 Lutsk
Phone: +380 332 776210
www.unicredit.com.ua

Ukrsotsbank

29 Kovpak Street,
UA-03150 Kiev
Phone: +380 44 230 3203
E-mail: info@ukrsotsbank.com
www.usb.com.ua

UniCredit CEE banking network – Headquarters

Banking network
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Austrian contact
Bank Austria

Sonja Holland
Phone: +43 50505 56344

Alexandra Kaufmann
Phone: +43 50505 51054

E-mail: business_development@unicreditgroup.at

German contact
UniCredit Bank AG

Ulrich Burghardt
Phone: +49 89 378 27472
E-mail: ulrich.burghardt@unicreditgroup.de
(Azerbaijan, Czech Republic, Slovakia,
Slovenia, Turkey)
Monika Jurowicz-König

Phone: +49 89 378 25647
E-mail: monika.jurowiczkoenig@unicreditgroup.de
(Austria, Poland)

Sebastian Modlmayr
Phone: +49 89 378 28546
E-mail: sebastian.modlmayr@unicreditgroup.de
(Estonia, Kazakhstan, Kyrgyzstan,
Latvia, Lithuania, Russian Federation,
Ukraine, Hungary)

Steffen Reiser
Phone: +49 89 378 25639
E-mail: steffen.reiser@unicreditgroup.de
(Bulgaria, Romania)

Peter Ulbrich
Phone: +49 89 378 25282
E-mail: peter.ulbrich@unicreditgroup.de
(Bosnia and Herzegovina, Croatia, Serbia)

Italian contact
UniCredit Corporate Banking

Patrizia Conte
Phone: +39 042 654 001
E-mail: cib@unicredit.eu

International contact
Azerbaijan

Yusuf Sevinc
Phone: +994 12 497 7095
E-mail: yusuf.sevinc@yapikredi.com.az

Bosnia and Herzegovina

UniCredit Bank
Ilvana Dugalija
Phone: +387 33 562 755
E-mail: ilvana.dugalija@unicreditgroup.ba

UniCredit Bank Banja Luka
Aleksandar Surlan
Phone: +387 51 243 293
E-mail: aleksandar.surlan@unicreditgroup.ba

Bulgaria

Vanya Buchova
Phone: +359 2 923 2933
E-mail: vanya.buchova@unicreditgroup.bg

Croatia

Zoran Ferber
Phone: +385 1 6305 437
E-mail: zoran.ferber@unicreditgroup.zaba.hr

Czech Republic

Miroslav Hrabal
Phone: +420 2 2121 6271
E-mail: miroslav.hrabal@unicreditgroup.cz

Estonia

Kaarel Ots
Phone: +372 66 88 358
E-mail: kaarel.ots@unicreditgroup.ee

Hungary

Paolo Garlanda
Phone: +36 1 301 1207
E-mail: paolo.garlanda@unicreditgroup.hu

Kazakhstan

Tatyana Kazaeva
Phone: +7 727 258 3000 2648
E-mail: t.kazaeva@atfbank.kz

Latvia

Inga Cernova
Phone: +371 67085 569
E-mail: inga.cernova@unicreditgroup.lv

Lithuania

Joana Kucinskaite
Phone: +370 5 2745 353
E-mail: joana.kucinskaite@unicreditgroup.lt

Macedonia

Milan Djordjevic
Phone: +389 23 215 130
E-mail: milan.djordjevic@unicreditbank.rs

Montenegro

Milan Djordjevic
Phone: +382 81 667 740
E-mail: milan.djordjevic@unicreditbank.rs

Poland

Robert Randak
Phone: +48 22 524 6201
E-mail: robert.randak@pekao.com.pl

Romania

Christine Tomasin
Phone: +40 21 200 1768
E-mail: christine.tomasin@unicredit.ro

Russia

Inna Maryasina
Phone: +7 495 554 5352
E-mail: inna.maryasina@unicreditgroup.ru

Serbia

Ana Rakic
Phone: +381 11 3204 531
E-mail: ana.rakic@unicreditbank.rs

Slovakia

Katarina Hajnikova
Phone: +421 2 4950 4004
E-mail: katarina.hajnikova@unicreditgroup.sk

Slovenia

Branka Cic
Phone: +386 1 5876 512
E-mail: branka.cic@unicreditgroup.si

Turkey

Florian Mahiny
Phone: +90 212 339 7119
E-mail: florian.mahiny@yapikredi.com.tr

Ukraine

Nicola Longo-Dente
Phone: +38 044 5290583
E-mail: nicola.longodente@ukrsotsbank.com

UniCredit CEE banking network – Corporate customers
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Notes
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Your Leading Banking Partner in 
    Central and Eastern Europe“ ”


