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Case of the Czech Republic Doc., Ing. Frantisek Pavelka, CSc.
Chief of the Financial Market Departmentm Banking Institute,
Banking Academy, Prague, Czech Republic

THE PRESENT STATE AND DEVELOPMENT PROSPECTS
OF THE BANKING SYSTEM IN THE CONTEXT
OF COUNTRIES' ECONOMIC DEVELOPMENT UNDER
THE GLOBAL FINANCIAL CRISES

I. Brief characteristic of the present Czech banking system

New Czech bank system exists from 1993, after the splitting of the
Czechoslovakia. It was build as a double stage system.

On the top is placed the Czech National Bank (CNB) as a Central
Bank of Issues. Its responsibility: monetary stability and control of the
banking system functioning.

On the second stage are placed 54 commercial credit institutions.
From that, 28 commercial banks operate as universal banks, 9 banks as
specialized ones' and 17 as Credit Unions. Foreign capital is engaged in
91 % of all the banks.

5-7 biggest of those banks do create their own financial groups
(mother bank, insurance company, savings bank, investment fund etc.).

I1. Big Bangs of the Czech banking System
Until 2002-2006 the development of the Czech commercial banking
system very was turbulent.

Cycle What Cause Remedial Measure
1994-97 | Bankruptcy 10 small Non responsible Program
and medium banks, lending of stabilization
17 % of all banks
1997-98 | Monetary shock, Attack of the foreign Transit to the floating
Interest rate over 100 % venture capital exchange rate
2000-04 | Danger of the bankruptcy Non responsible Bank mergers,
of the great banks. investment privatization
Two in liquidation on capital market of the public banks
2002-06 | Bankruptcy of the Credits Union Non responsible Introducing
(64 from 71 as maximum at 1997) | lending, frauds of the CNB
supervision, mergers

' 5 Building savings banks, 2 mortgage banks, 1 export bank and 1 development
and guarantee bank.
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II1. Period of the stabilization — 2004 until present:
a) Manifestation of the stabilization on the development of crucial
indicators
Stabilization of the number of commercial banks during the last 5 years;
Earning after taxation moves between 40-50 bills. CZK pro year;
Permanent grows of the total of assets:

Assets total 2006 2007 2008
bills of CZK 3151 3750 4 044
e No bankruptcy;

b) Moderate impacts of the world financial crises
Stop of the increase of the outstanding credits (deceleration on 2008 and
stop to the half year 2009);
Moderate grows of the bad credits from 3,5 % at the end of 2006 to the
4,5 % at the half year 2009 (bad credits to the corporate sector increased
until 6,4 %);
Relative abundance of the cash in bank sector;

¢) Background of the positive development
Strengthening of the role of the Central bank in application of its role of
regulator and supervisor, namely in the application of the rules of re-
sponsible lending and prudential credit engagement;
Practically total integration of the financial market regulation and su-
pervision under Central bank as of 2006;
Conservative creation of the assets and liabilities structure on bank
balances. Predominance of the savings on resources from financial
market on liabilities and predominance of credit on investment in
securities:

Example: Structure of the balance sheet statement of the Czech Bank-

ing sector:
Bills CZK, at the end of year

Assets 2006 2007 2008
total 3 151 3750 4044
Financial assets held for trading (securities) 234 284 335
Loans and receivables 1845 2215 2471
Liabilities and equity - - -
Financial liabilities held for trading (securities) 75 101 216
Deposits and similar liabilities 2762 3156 3 357
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IV. Prospects for near future risks

Increase of the bad debts.

Retardation of the outstanding loans growth.

Enhancement of the credit risks.

Problems for corporate sector to obtain credit.

BUT:

Majority of the risks for Czech banking system flows from abroad,
from international financial market, namely uncertainty of the future
development of the economic growth.

M. Bopoesuyoea, Yeuwckasi Pecriybriuka

OPDEKT BbIBPAHHbIX ®AKTOPOB
_ MUXNAPAJNENBHOE BITUAHUE
HA NMNATEXXECNMOCOBHOCTb CTPAXOBOU KOMMNAHUA

['ocHam3op Hajm GAHKOBCKMM M CTpaxoBbIM jAenoM B YUenickoit Pecy-
Oonmke ocymecTBisgeT Yemckuii HarmoHalbHBIM OaHk. OH HaOIOdaeT 3a
JIOCTATOYHOCTBIO KanmuTajaa B 0aHKaxX U CTPaXOBBIX KOMIAHUAX, TO €CTh UX
1aTEXKECIIOCOOHOCTHIO.

[TnaTéxecrnocoOHOCThIO CUMTACTCS CIIOCOOHOCTH CTPaXOBIIHMKA BBI-
MOJIHATH MPUHATHIE CTPAXOBbIE 00s13aTeIbCTBA B 00JIACTH CTPaxOBOU Jiesi-
TEJIBHOCTH, IPYTUMU CI0BAMU, CIIOCOOHOCTh BO3MECTUTH CIPABEIJINBbHIC
CTpaxoBble TpeOOBaHMS MO MPOIIEAIIUM CTPaxoBbIM ciiydyasiM. CTpaxoBas
KOMIaHus 00s13aHa MOCTOSIHHO B CBOEH JIESITEIbHOCTH UMETh COOCTBEHHBIN
KanuTal, KaKk MUHUMYM, B pazMepe, JOCTaTOUHOM JijIsl TIOTalieHus: Tpedo-
BaHUI 3a JoroBopamu crpaxoBaHus. [losToMy o miatéxecnocoOHOCTH
MOHO TOBOPUTH TaKXke, KaKk 1 00 MHTEHCUBHOCTH (PMHAHCOBOIO obecrie-
YEHUS CTPAXOBOW KOMITAHUH, U3MEPSIEMON COOCTBEHHBIM KaIllUTAJIOM CTpa-
XOBOM KOMIIAHUH.

Crarbst HanpaBiieHa Ha omnpezaesneHue 3P exra BIAUSHUS BbIOPAHHBIX
(akTOpOB Ha MIATEXKECTOCOOHOCTh CTPaxoBOM kKommnaHuu. [Ipu momouiu
aHaJu3a YyBCTBUTEIIBHOCTH B CTaThe OyJeT ycTaHOBJIEH 3(DPEeKT u3mMeHe-
HUS YCTaBHOT'O KaluTala, epecTpaxoBaHusl, CTPaXOBOr0 B3HOCA U CTPaxo-
BOI'0 BO3MEIIICHUSI Ha CBOOOJIHYIO cTerneHb matéxecrnocooHoctu (CCII)
WM HEOOXOJIMMYIO CTeneHb mnatéxecnocoonoctu (HCII) u, Kak pe3ylib-
TaT 3TOT0, Ha MJIATEKECITOCOOHOCTh M30PAHHOTO CTPAXOBIITUKA.

Ecnu niaréxecnocoOHOCTh TPU U3MEPEHUU METOIOM CTEIEHHU IIaTe-
KECTOCOOHOCTH ycTaHoBjieHa 1o oTHomenutro CCII > HCII, to CCII u
HCII — takue puHAHCOBBIE BEIIMYUHBI, KOTOPbIE MOTYT OBITh MOJABEPIKE-
HbI BJIMSIHUIO M3MEHEHUN COOTBETCTBYIOLIMX BXOJHBIX MapaMeTpoB. B ka-
YECTBE MapaMeTPOB HCIOJIb30BaHbl (PAKTOPbI, BIUSIONIME Ha IUIATEKECIIO-
COOHOCTb.
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