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 Macro backdrop 

 Recent developments in financial flows 

 Prospects for flows 

 mostly positive push-pull factors… 

 …but banking considerations 

Conclusions 



-10 

-5 

0 

5 

10 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

  Recovery in prospect 

Real GDP growth (percent) 

BRIC 

USA 

EU 

Japan 



-10 

-5 

0 

5 

10 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

  Recovery in prospect 

Real GDP growth (percent) 

Other advanced Europe EA 

CEE 



-10 

-5 

0 

5 

10 

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

  Recovery in prospect 

Real GDP growth (percent) 

CE4 
SEE 

CIS* 

Baltics 

-15 

CIS* - excluding Russia 



  Monetary tightening in train… 
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 …as uncertainty recedes 
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Capital flows have stalled 

Net capital flows to the region (percent of GDP) 
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Capital flows have stalled 
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Bond flows reversed after tapering 

announcement… 

Weekly bond fund flows (USD million) 
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…strongly offsetting post-OMT surge. 

Cumulative bond fund flows (percent of GDP) 

y = -0.5436x - 0.0005 

R² = 0.9225 

-0.8% 

-0.7% 

-0.6% 

-0.5% 

-0.4% 

-0.3% 

-0.2% 

-0.1% 

0.0% 

0.0% 0.2% 0.4% 0.6% 0.8% 1.0% 1.2% 

Year to May 22, 2013 

S
in

ce
 M

a
y 

2
2
, 
2
0
1
3
 



Yields reaction to tapering similar to peers. 

EMBIG spreads (bps) 
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 Push and pull factors seem favorable… 

Factor 
Expected effect on 

inflows 
Prospects for CEE 

Push 

Global risk aversion -  

Global interest rates - ()? 

Global growth +? ()? 

Pull 

Growth + () 

External position +  

Fiscal position/rating + () 

Openness +  

Exchange rate volatility - () 

Business environment + / 



…but deleveraging still a critical factor in CEE… 

Foreign financing of banking sector in the region (excl. Russia, Turkey) 
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 …affecting credit growth… 

Real credit growth (percent y/y) 
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 …affecting credit growth… 

Real credit growth (percent y/y) 
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  Funding reliant on deposits… 
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Note: Excludes Montenegro and Kosovo because of data unavailability. 

Sources: BIS, Locational Banking Statistics; IMF, International Financial Statistics; IMF, World Economic Outlook; and IMF staff calculations.  
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…as demand for credit strengthens 

-50 

-40 

-30 

-20 

-10 

0 

10 

20 

30 

May'12 - 

Oct'12 

Oct'12 - 

Mar'13 

Mar'13  

-Sep'13 

Oct'13 - 

Mar'14 

Reported supply factors 

 

  Regulatory changes locally and at EU 

level a constraint 

 

 Funding availability not a widespread 

independent pressure point 

 

Local economic and banking outlooks 

expected to help ease lending conditions 

 

High NPLs a constraint 

 

Demand and Supply Conditions, Past Developments and Outlook 
(Net percentages: negative supply-side values indicate a tightening of credit standards and 

positive demand-side values indicate an increase of demand) 
 

 

 

Source: Vienna Initiative, CESEE Bank Lending Survey. 
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  Crisis legacies still in play 

Non-performing loans ratio, latest available 

y = -0.594x + 6.9088 

R² = 0.305 
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  Conclusions 

  

 Underlying conditions quite favorable for 
pick-up in inflows to CEE 

 But banking factors will still dominate 

 More discrimination on destination of flows 

 Policies need to focus on conducive 
environment for investment (macro, 
structural)…  

 ...as well as tackling NPLs and establishing 
macroprudential policy frameworks 



Thank you 


