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1.
Economic and Financial Background

	Table 1: Key Economic and Financial Indicators

	
	2005
	2006

	Population (million)*

GDP (EUR billion)

Real GDP growth (%)

Inflation rate (%)

Unemployment rate (%)

Stock market capitalisation (EUR billion)

Stock market capitalisation (% of GDP)

Bond market capitalisation (EUR billion)

Bond market capitalisation (% of GDP)

Household gross savings ratio (%)

Household financial wealth (EUR billion)

Average per capita financial wealth (EUR)
	5.38

23.1**
6.0

3.7***
11.4****
4.0

17.3*****
11.1

48.1******
6.8*******
-

-
	5.39
36.9

8.3

3.7

13.4

4.43
12

12.4

33.6

9.6


* end of 2001

**  revised data: 31.12
***  revised data: 3.9
****  revised data: 16.3
*****  revised data: 12.9
******  revised data: 35.7
*******  revised data: 7.8
Guidelines: As in last year’s edition of the Fact Book, it is proposed to present Table 1 with no comments.  Any relevant information should be mentioned in Section 2 (see Guidelines below).

2.
Key Trends in the Global Market

	Table 2: Net Assets by the Fund Industry in Slovakia

(EUR billion)

	
	2002
	2003
	2004
	2005
	2006

	Home-domiciled UCITS

Home-domiciled non-UCITS

Funds domiciled abroad and promoted by national providers
	0.388

0.040

0.04
	0.932

0.045

0.11
	1.816

0.049

0.23
	3.264

0.030

0.55
	3.001

0.068

0.782

	Total AuM
	0.468
	1.087
	2.095
	3.844
	3.851


	Table 3: Net Sales of Investment Funds in Slovakia 

(EUR million)

	
	2002
	2003
	2004
	2005
	2006

	Home-domiciled UCITS

Home-domiciled non-UCITS

Foreign domiciled funds promoted by national providers

in your country
	163.1

n.a.

n.a.
	462.1

n.a.

66.4
	671.9

n.a.

108.1
	1,043.9

n.a.

228.3
	-135.4
18.8
221

	Total net sales
	163.1
	528.5
	780.0
	1,272.2
	104.4


Open-ended investment fund market in Slovakia stagnated in 2006. Net assets in the fund industry increased by 0.2%, while the structure of Net assets changed in favour of funds domiciled abroad. This change was caused by negative net sales in Home domiciled UCITS funds and also by the fact that foreign domiciled funds promoted by national providers maintained their net sales at the same level as in 2006. 

Net Assets in the Funds domiciled abroad and promoted by national providers increased by 31% if compared to 2005. 

At the end of 2006 there were 85 open-ended domestic funds and 319 funds domiciled abroad. However, domiciled funds are still managing more than 80% of assets invested into open-ended funds. Individual investors prefer nationally domiciled companies, which are owned by traditional banks operating in Slovakia. More than 95% of all sales are made through banks. The top 3 domestic fund management companies share more than 70% of NAV of the whole investment funds market.
Home-domiciled non-UCITS funds consist of close-ended funds, special institutional investors funds and special real-estate funds (first sale executed in December 2006). 
3.
Key Trends in the UCITS Market
	Table 4: UCITS Assets by Fund Type

(EUR billion)

	
	2002
	2003
	2004
	2005
	2006

	Equity

Bond

Balanced

Money market

Fund-of-funds

Other 
	0.030

0.140

0.126

0.090

0.002

-
	0.066

0.403

0.116

0.343

0.004

-
	0.089

0.590

0.158

0.972

0.007

-
	0.240

1.190

0.211

1.392

0.148

0.083
	0.502  0.172

0.744  0.623

0.293  0.224

1.485  1.380

0.594  0.564

0.166  0.039

	Total

of which

· Guaranteed

· ETFs
	0.388

0

0
	0.932

0

0
	1.816

0

0
	3.264

0.083

0
	3.784  3.002

0.166  0.039

0


	Table 5: Net Sales of UCITS by Fund Type

(EUR million)

	
	2002
	2003
	2004
	2005
	2006

	Equity

Bond

Balanced

Money market

Fund-of-funds

Other 
	7.6

59.9

15.3

80.3

-

-
	28.2

265.8

-6.0

238.3

2.2

-
	20.1

132.4

42.6

582.2

2.7

-
	116.8

554.1

97.3

365.1

138.9

-
	204.7
-524.2
49.5
-64.7
360.8
59.5

	Total

of which

· Guaranteed

· ETFs
	163.1

0

0
	528.5

0

0
	780.0

0

0
	1,272.2

21.8

0
	85.6
59.5
0


Including foreign domiciled investment funds promoted by national providers in Slovakia

In 2006 domestic money market and bond funds lost their relatively high earnings and the role of equity and fund-of-funds markedly increased. (Equity funds: 109% in net assets, 75% in net sales; Fund-of-funds: 301% in net assets, 160% in net sales). The ratio between equity funds and fund-of-funds on one side and ratio between bond funds and money market funds on the other side became very close to European average.

In 2006 there were 28 guaranteed funds and their stake of UCITS assets got only at 4.4%. 

4.
Key Trends in Other Nationally Regulated Funds 
	Table 6: Assets of Other Nationally Regulated Funds

(EUR billion)

	
	2002
	2003
	2004
	2005
	2006

	Real estate

· Open-ended

· Listed closed-ended 

· Unlisted closed-ended

· REITS

Alternative management

Special funds

Other *
	-

-

-

-
0.04
	-

-

-

-
0.045
	-

-

-

-
0.049
	-

-

-

-
0.030
	0.0001
0.0001
-

-

0.041
0.027

	Total
	0.04
	0.045
	0.049
	0.030
	0.068


* Closed-ended funds

Slovak market of non-UCITS funds consisted of 42 retail close-ended mutual funds, several special funds for institutional investors and one special real-estate fund. The market share of non-UCITS funds is approximately 1.7% of the total assets under management with falling amount of total NAV.

First special real-estate fund was established in accordance with the new Act on Collective Investment in December 2006.

.
5.
Trends in the Number of Funds

	Table 7: Number of Funds

	
	2002
	2003
	2004
	2005
	2006

	Home-domiciled UCITS

· Funds

· Units

· Classes

Home-domiciled non-UCITS

Foreign funds registered for sales

· By national promoters 

· By foreign promoters
	-

39

-

-

53

-

93

-
	-

37

-

-

53

-

181

-
	-

40

-

-

53

-

260

-
	-

50

-

-

51

-

278

-
	61

-

-

46

319

-

	Average fund size (median) *

· Equity

· Bond

· Balanced

· Money market

· Real estate

· Special
	
	
	
	
	3,4

18,5

10,6

49,6

0,1

15,73


* mil. EUR Home-domiciled UCITS

The number of UCITS funds has changed slightly. There are 85 domestic and 319 abroad domiciled open-ended funds.
6.
Household Savings Allocation

	Table 8: Main Assets of Households

(EUR billion)

	
	2002
	2003
	2004
	2005
	2006

	Currency & deposits

Dept securities

Quoted shares

Life & pension funds

Investment funds

· Direct ownership

· Via life ins. policies 

Other
	7.75

-

-

-

0.43

0.43

-

-
	7.85

-

-

-

0.97

0.97

-

-
	8.22

-

-

-

1.87

1.87

-

-
	8.62**
-

-

0.48
3.29

3.29

-

-
	12.72
-
-
0,62
3.13
3.13
-

-

	Total financial assets
	-
	-
	-
	-
	-


* The data relate to households only

** revised data: 9,95

7.
Regulatory and taxation issues

7.1 Capital Requirements Directive:

In December 2006 the CRD was implemented in the National Act No 644/2006 and its statute has been operated since January 1st 2007. Some provisions have been further specified in regulation of the National Bank of Slovakia.

An average value of the ROE fund/asset management companies measured by the amount of their own sources was 21.84%.

7.2 MiFID implementation: 

MiFID Level 1 legislation was implemented in the National Act No 209/2007 on Securities and Investment services in March 2007 and has been in operation since May 1st 2007.

A part of MiFID Level 2 was implemented in the National Act No 209/2007 too. The rest will be implemented by the National Bank of Slovakia’s regulation in 2007.

MiFID Level 3 will be probably implemented by regulations of the National Bank of Slovakia in the course of 2007.

7.3
Pensions: 
7.4     
Other regulatory developments: 
Further to the National Act No 644/2006 on Banks, in January 2007 the National Bank of Slovakia assigned new fee calculation rules for asset management companies according to the value of their assets. This has implied multiple growths of the fees in 2007 if compared to 2006.

7.5
Tax rules:

The amendment of the National Act on Income tax, which was approved at the end of 2006, introduced deduction taxing on redeem of trust units home-domiciled USICS funds. This problematic regulation will be discussed in further details in the course of preparation of the new amendment of the Income tax act.

8. 
Investment management governance

The governance of management of asset management companies is carried out by the local authority – National bank of Slovakia, according to the Act on collective investment. Members of Slovak Association of Asset Management Companies are providing very comprehensive information on daily and weekly basis. All information’s are open for everybody via newspapers and web pages. 

9.
Fund Standards and Distribution

All of the nationally domiciled fund management companies and foreign providers that operate in the fund industry in Slovakia are members of the Slovak asset management companies association. They have to keep the strict Ethic code, Rules for valuation equities in their portfolios, Rules that concern advertising and promotion and more. All of the rules are very strict and in some cases even more strictly than the law. Keeping the rules by members of the Association is controlled by the Ethic Committee of the Association.
10.
Trends in product development and level playing field issues

10.1
Real Estate Funds
Real Estate Funds are being regulated by the Act No 213/2006 on Collective investments, operated since May 1st 2006. By the end of 2006 there was only one Real Estate Fund – open ended. 

The property can be invested in:

· real estate and accessory for administration and sale

· investment in real-estate companies

Risk spreading rules:

· value of a real estate lower than 20% of the fund property

· real estate value, which is impossible to price by the revenue method, lower than 25% of the fund property

· investment value in a single real-estate company lower than 30% of the fund property

· acceptance of the loans with less than 1 year payment period up to 20% of the fund property

· granting loans to those estate companies, in which the fund has its property - up to 50% of the all funds estates  value

10% of the fund’s property must consist of deposits, USIC funds bonds, treasury bills or obligations.

Real estates in the property of the fund are to be priced by the comparative or revenue method.

10.2 
Funds of Hedge Funds

In Slovakia there are neither Hedge Funds nor special legislation regarding these funds.

10.3
Private Placement

Qualified investor regime is being regulated by the Act on Securities and Investment services and applies to securities offers without Prospectus advertisement:

- For qualified investors

- For less than 100 investors 

- If a single investor’s investment value is more than 50.000 EUR

- If an investment value is less than 100.000 EU during a 12 month period

This regime has been modified by adoption of MiFID, especially by modification of the definition of the qualified investor.

10.4
Structured Products
Investment volume of structured products is estimated to be approximately 0.6 billion EUR. The law defines them as deposits or bonds and the required investor information’s have been modified accordingly.

11. 
Other activities of the association

The association’s lobbying activities in 2006 focused mainly on participation in amendment to the Act on Securities and investment services, which implies the MiFID directive. The Association has improved some internal regulations and published statistical parameters.

The Association also issues regular weekly and monthly reports on national investment funds industry and organizes big open conferences for professionals from asset management and brokerage companies. 
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