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Source: Eurostat, for 2012

Source: Czech Statistical Office, data for 2009-2011; Ministry of Finance, forecast for 2012-2015

General Government Debt Development (ESA95)

Source: Czech Statistical Office and Ministry of Finance

 Low general government debt compared to EU 
average
– 2012 general government debt estimated at 

45.5% of GDP, 41.5 p.p. below EU average
– 2013 general government debt estimated at 

47.6% of GDP
– Reduction of deficit mainly driven by expenditure 

cuts and lower interest burden
 Key figures for 2013: 

– Real GDP growth: 0.7%
– General government deficit target: 2.9% of GDP

Sound Medium-Term Fiscal Position Supported by Structural Reforms

Fiscal Framework

Source: Ministry of Finance
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Fiscal Framework

Low Level of Indebtedness and Sound Fiscal Position

General Government Debt (% of GDP)General Government Balance (% of GDP)

Source: Eurostat, for 2011 Source: Eurostat, as of 31 March 2012

(1) Source: Ministry of Finance,  as of 12 December 2012
(2) Source: Ministry of Finance, forecast as of 12 December 2012
(3) Source: Ministry of Finance, plan as of 12 December 2012

CZK bn EUR bn % of GDP

State debt forecast for 2012(2) 1,668 66.7 43.4

State debt forecast for 2013(2) 1,769 71.0 45.6

Planned budget deficit for 2012(3) 105 4.2 2.7

Planned budget deficit for 2013(3) 100 4.0 2.6
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Debt Management Strategy

Gross Borrowing Requirement 2012

 Gross borrowing requirement (GBR(1)) CZK 309.3bn (EUR 
12.4bn) in 2012
– up from the plan of 243.3bn due to higher cash reserve 

increase in the amount of CZK 65.1bn
– excl. cash reserve increase, GBR up by CZK 0.6bn

 Major part of the funding covered on domestic market via 
primary auctions and tap sales with 53.2% share on GBR

 Bond issuance in foreign markets covered 22.3% of GBR

 Savings bonds programme fully implemented and covered 
14.7% of GBR in 2012 after successful pilot issuance in 
November 2011

Gross Borrowing Requirement 2012 (Plan vs Estimate)

Uses and Sources of Funding in 2012 (CZK bn)Cash Reserve Development throughout the year 2012

Source: Ministry of Finance, as of 12 December 2012

Domestic 
Bonds

Net T- Bills 
Issuance

EIB
Savings Bonds

Note: Net cash reserve change incl. state financial assets
Note: Net Borrowing Requirement excl. net cash reserves change
Source: Ministry of Finance, as of 12 December 2012

Note: Net cash reserve change incl. state financial assets
Source: Ministry of Finance, as of 12 December 2012
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Debt Management Strategy

Diversified Funding Sources in 2012

Source: Ministry of Finance, as of 12 December 2012

Domestic Government Bonds Issuance (CZK bn) Average Yield and Time to Maturity of Primary Auctions

Government Bond CZK bn Share (%)

2.75/14 9.0 5.6

3.40/15 12.4 7.7

4.00/17 1.8 1.1

VAR/17 39.7 24.7

4.60/18 25.9 16.1

3.85/21 33.7 21.0

VAR/23 29.4 18.3

5.70/24 2.9 1.8

4.20/36 1.3 0.8

4.85/57 4.5 2.8

Total 160.4 100.0

Domestic Issuance 2012 (Primary Auctions & Taps)
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 Smooth funding on domestic primary market in 2012

 The Ministry successfully entered secondary market with tap 
sales via MTS Czech Republic in 2012

 Average primary auction yield dropped to 2.34%, down by 
75 basis points since 2011

 Average bid-to-cover ratio 2.24 in primary auctions

 Government Bond Issuance well diversified (fixed and 
floating rate) and spread across the yield curve

Note: Direct Sales to EIB (3.3. bn) and purchases into MoF asset funds (0.9 bn) not included

Source: Ministry of Finance, as of 12 December 2012
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Debt Management Strategy

Gross Borrowing Requirement 2013-2015

 Gross borrowing requirement (GBR(1)) planned at the level 
of CZK 230.7bn (EUR 9.3bn) for 2013

 Major part of the funding to be covered on domestic market 
in a range of CZK 87.1bn to 219.1bn

 Bond issuance in foreign markets may add up to CZK
92.0bn

 Net T-bills issuance down to CZK -10.0bn to 10.0bn

 Savings bonds depending on demand of eligible investors in a 
range of CZK 20.0bn to CZK 40.0bn

 EIB loans complete the funding programme with CZK 
1.6bn

Gross Borrowing Requirement

Uses and Sources of Funding in 2013 (CZK bn)Government Bond Issuance Dynamics (CZK bn)

Note: Excluding government savings bonds
Source: Ministry of Finance, as of 12 December 2012

Domestic 
Bonds

Net T- Bills Issuance

EIB
Savings Bonds

Note: Net cash reserve change incl. state financial assets
Source: Ministry of Finance, as of 12 December 2012

Note: Net cash reserve change incl. state financial assets
Source: Ministry of Finance, as of 12 December 2012
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Conservative Debt Management Strategy

Low Costs and Substantial Cash Buffer during Periods of Market Volatility

 Historically, average net interest costs were ranging between 
3.5% and 4.0% of net debt portfolio

 However in 2010, net interest cost went sharply down to 
2.9%, the evidence of  Czech Republic’s solid reputation as 
debtor at turbulent times

 Savings on actual interest costs versus budget amounted to 
CZK 21 bn in 2010, CZK 22 bn in 2011 and CZK 31 bn in 2012

 Less conservative approach to risk premium modeling for the 
2013–2015

 New issuance of governemnt bonds is determined in 
accordance with smooth maturity profile

 In 2008, cash reserves were created to absorb euro area debt 
crisis impact on domestic liquidity in the short-term horizon

 Cash Buffer above 5% of GDP at the end of 2012

Net Interest Costs and Cost at Risk (CZK billion)

Cash Buffer vs. Gross Borrowing Requirement

Source: Ministry of Finance forecast for 2012 , as of 10 December2012

Maturity Profile of State Debt and Financial Assets as of the End of 2012

Source: Ministry of Finance Source: Ministry of Finance, as of 10 December 2012
(1) Liquidity Ratio is defined as cash reserves divided by the sum of short-term state debt, 
budget balance and operations of state financial assets
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Conservative Debt Management Strategy

Key Portfolio Limits for 2013 within Conservative Strategy

 No change in key portfolio limits and targets for 2013 in line with medium term strategy

 Maintaining acceptable refinancing, IR and FX rate risk in line with core euro area countries

 Short-term debt has been successfully reduced below 20% from 70% since 2000

 Interest rate exposure is balanced in line with cost/risk optimization simulation framework

 Foreign currency exposure around or below 10% of total debt in the long term (incl. hedging)

 Non-resident holders don’t put funding stability at risk

(1) This figure represents maximum possible share, because Ministry of Finance has no information about breakdown of foreign currency bonds holders
Source: Ministry of Finance

Limit in 2012
Forecast as of 31 

December 2012
Limit in 2013

Short-term debt (<1 year) ≤ 25.0% 17.9% ≤ 25.0%

Medium-term debt (<5 years) ≤ 70.0% 52.7% ≤ 70.0%

Average time to maturity 5.0 to 6.0 years 5.7 years 5.0 to 6.0 years

Floating rate exposure (incl. IRS) 30.0 to 40.0% 36.0% 30.0 to 40.0%

Average time to re-fixing 4.0 to 5.0 years 4.4 years 4.0 to 5.0 years

FX exposure (incl. CCS) 15.0% (+2.0 p.p.) 10.0% 15.0% (+2.0 p.p.)

Foreign currency debt x 17.7% x

Foreign holders of CZK Gov’t bonds x 12.7% x

Foreign holders of state debt(1) x 32.8% x
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Debt Management Strategy

Funding Outlook 2013-2015

Source: Ministry of Finance, as of 12 December 2012

Funding Sources (CZK bn) Funding Structure (CZK bn)

Government Bond
Primary Auctions

(CZK bn)
Tap Sales
(CZK bn)

3.40/15 Up to 3 0 - 1

new/16 25 - 35 -

VAR/16 - 0 - 2

VAR/17 Up to 3 0 - 2

4.60/18 - 0 - 1

new/19 25 - 35 -

3.75/20 Up to 3 0 - 2

4.70/22 20 - 30 -

VAR/23 15 - 25 -

new/28 25 - 35 -

4.20/36 0 - 5 0 - 10

4.85/57 - 0 - 9

Domestic Issuance 2013 (Primary Auctions & Taps) Three new fixed-rate benchmark bond issues to be 
opened in 2013

 3Y/2016
 6Y/2019
 15Y/2028

 No new floating-rate note issue will be offered in 2013

 Re-openings across the yield curve in 2013

 The Ministry will continue with its operations on secondary 
market with tap sales via MTS Czech Republic

 The Ministry plans to re-enter foreign markets with at least 
one public issue in 2013

 Net T-bills issuance planned at zero level in 2013

Source: Ministry of Finance, as of 12 December 2012
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Issuance Calendars for January 2013

Debt Management Strategy

Auction Date Issue Date Government Bond Total Volume Offered 
(competitive part)

9 January 14 January new/19 CZK 3-5 bn

9 January 14 January VAR/17 CZK 2-4 bn

23 January 28 January new/16 CZK 3-5 bn

23 January 28 January 4.70/22* CZK 2-4 bn

* Instead of originally proposed 3.75/20
Note: Total Volume Offered (competitive part) in Q1 should not exceed CZK 50 bn

Auction Date Issue Date Treasury Bill Total Volume Offered

10 January 11 January 9 month CZK 8 bn

17 January 18 January 3 month CZK 10 bn

24 January 25 January 6 month CZK 8 bn

Government Bonds

Treasury Bills
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Secondary Market Development

 Liquidity has improved

 Monthly turnover on an increasing path

 Bid-Offer  spreads have tightened

 Compliance with quoting obligations above 90% 
level most of the time

Source: Ministry of Finance, EuroMTS, as of 10 December 2012

Source: Ministry of Finance, EuroMTS, as of 10 December 2012

Source: Ministry of Finance, EuroMTS, as of 10 December 2012

MTS Czech Republic Trading Performs Well

Trading Volumes on MTS CR (CZK bn)

Secondary Market Bid-Offer Spreads (bps) on MTS CR Performance on MTS CR – Quoting Obligations (%)

70

75

80

85

90

95

100

Average Daily Compliance Ratio 90%

0
1
2
3
4
5
6
7
8
9

10

Volume Monthly Average Volume for Past 12 Months

0

50

100

150

200

250

300

350

400

450

2.75/14 VAR/16 3.85/21 5.70/24



16

Secondary Market Development

CEE Yields and Rates Performance

Source: Reuters, bid levels, as of 11 December 2012
Note: Hungary 8 year yield due to unavailable data for 10 year yield
Note: Slovakia 9 year yield due to unavailable data for 10 year yield
(1) Ratings by Moody's, Standard & Poor's and Fitch Ratings, respectively,

second line represents rating outlook (neg – negative, sta – stable, pos – positive)

Source: Thomson Reuters, as of 11 December 2012
Based on 10-year EUR bond government bond yields Source: Thomson Reuters, as of 11 December 2012

Source: Bloomberg, Reuters, as of 11 December 2012

10Y CDS Spread of Central European Peers (bps)Yield Performance of Central European Peers (%)

Long-Term Interest Rates (%)Current CE Peer Group EUR Bond Yields and Spreads

Country Czech 
Republic Poland Slovenia Slovak 

Republic Hungary

Rating(1) A1/AA-/A+
sta/sta/sta

A2/A-/A-
sta/sta/sta

Baa2/A/A-
neg/neg/neg

A2/A/A+
neg/sta/sta

Ba1/BB+/BB+
neg/sta/neg

10 year yield 2.30% 2.49% 5.14% 2.30% 5.60%

10 year 
spread to m/s

+76 bps +95 bps +360 bps +84 bps +446 bps
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Secondary Market Development

Euro-area Yields and Rates Performance

Source: Reuters, as of 11 December 2012 
Based on 10-year EUR bond government bond yields 

Source: Reuters, as of 11 December 2012
Based on 10-year EUR bond government bond yields Source: Reuters, as of 11 December 2012

Source: Reuters, as of 11 December 2012

10Y CDS Spread of Euro-Area Core Countries (bps)Yield Performance of Euro-Area Core Countries (%)

10Y CDS Spread of Euro-Area Periphery Countries (bps)Yield Performance of Euro-Area Periphery Countries (%)
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Debt Management Strategy

Rating Agency Views Confirm Solid Credit Quality 

Evolution of Czech Republic’s Sovereign Ratings

Rating 
Support

Risks to 
the Rating

Outlook

Rating: A1
Outlook: stable

Rating: AA-
Outlook: stable

Rating: A+
Outlook: stable

Source: Moody’s (July 2012) Source: Standard & Poor’s (August 2011) Source: Fitch (December 2011)

 “Should the government fall before the
scheduled June 2014 parliamentary
election, reform paralysis is likely to set 
in… The outcome of such a scenario
would have only limited impact on the
sovereign‘s ‚high‘ institutional strength
assessment”

 “… downward pressure on the ratings 
could mount if the social security reform 
falters, the public finances deteriorate…”

 “…deterioration of the growth outlook 
and heightened financial stress in the 
eurozone …”

 “The stable outlook reflects Moody's 
expectation that the government will: (i) 
continue consolidating its fiscal position; 
and (ii) bring a halt to negative debt 
dynamics in the coming years.”

 “…The stable outlook balances our 
assessment of the Czech Republic's solid
medium-to-long term economic growth 
prospects…”

 “…the probability of an upgrade in the 
next 12 months has receded and a 
Stable Outlook better captures the 
balance of risks…”

 “Government finances draw strength
from the ability to easily tap local-
currency financing through its large, 
though underdeveloped, domestic capital
market.”

 “…Our ratings on the Czech Republic thus 
reflect its prudently managed and 
balanced economy…”

 “…proven macroeconomic resilience and 
policy flexibility and credibility support 
sovereign creditworthiness …”
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Disclaimer

This document has been prepared by and is the sole responsibility of the Czech Republic (acting through the Ministry of Finance) (the "Issuer") and has not been verified, approved or endorsed by 
any joint-lead manager, bookrunner or underwriter retained by the Issuer. This document and its contents are confidential and may not be reproduced, redistributed, published or passed on to any 
other person, directly or indirectly, in whole or in part, for any purpose. If this document has been received in error it must be returned immediately to the Issuer. 

This document has been prepared solely for informational purposes and does not constitute or form part of, and should not be construed as, an offer to sell, or as an invitation or inducement to 
make, or a solicitation of, any offer to purchase or subscribe for any securities. No part of this document, nor the fact of its distribution, should form the basis of, or be relied on in connection with, 
any contract or commitment or investment decision whatsoever. Any offer of securities would only be made pursuant to a formal prospectus which contains, among other things, a description of 
certain risks relating to the relevant securities, certain disclosure relating to the Issuer and a description of the relevant securities.

No representation or warranty, either express or implied, is given or made by any person in relation to the fairness, accuracy, completeness or reliability of the information or any opinions 
contained herein and no reliance whatsoever should be placed on such information or opinions. This document should not be regarded by recipients as a substitute for the exercise of their own 
judgement and assessment. Any opinions expressed in this document are subject to change without notice and neither the Issuer nor any other person is under any obligation to update or keep 
current the information contained herein. This document is not a prospectus or a prospectus equivalent document in connection with an offer of securities and any investment decision with respect 
to any securities should be made solely upon the basis of the information contained in the formal offering circular relating to such securities.

This document is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident of, or located in, any locality, state, country or other jurisdiction where 
such distribution or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.

THIS DOCUMENT IS NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, INTO THE UNITED STATES. Nothing in this document and the information contained herein constitutes an offer 
of securities for sale in the United States. The securities may not be offered or sold, directly or indirectly, in the United States absent registration or an exemption from registration under the U.S. 
Securities Act of 1933, as amended (the “Securities Act”). The Issuer has not and does not intend to register any portion of the offering in the United States or to conduct a public offering of any 
securities that may be described herein in the United States.

Any failure to comply with this restriction may constitute a violation of United States securities law. Accordingly, each person viewing this document will be deemed to have represented that it is 
not a U.S. person within the meaning of Reg S of the Securities Act. 

The communication of this document as a financial promotion is directly solely to those persons falling within Article 12, Article 19(5) or Article 49 of the Financial Services and Markets Act 2000 
(Financial Promotion) Order 2005 as amended, or to other persons to whom this document may otherwise be distributed without contravention of section 21 of the Financial Services and Markets 
Act 2000, or any person to whom it may otherwise lawfully be made. This communication is being directed only at persons having professional experience in matters relating to investments and 
any investment or investment activity to which this communication relates will be engaged in only with such persons. No other person should rely on it. This document is not for distribution to retail 
customers.

This document is not for publication, release or distribution in, nor does it constitute an offer of securities in, Canada, Australia or any other jurisdiction.

NO ACTION HAS BEEN MADE OR WILL BE TAKEN THAT WOULD PERMIT A PUBLIC OFFERING OF ANY SECURITIES DESCRIBED HEREIN IN ANY JURISDICTION IN WHICH ACTION 
FOR THAT PURPOSE IS REQUIRED. NO OFFERS, SALES, RESALES OR DELIVERY OF ANY SECURITIES DESCRIBED HEREIN OR DISTRIBUTION OF ANY OFFERING MATERIAL 
RELATING TO ANY SUCH SECURITIES MAY BE MADE IN OR FROM ANY JURISDICTION EXCEPT IN CIRCUMSTANCES WHICH WILL RESULT IN COMPLIANCE WITH ANY 
APPLICABLE LAWS AND REGULATIONS. THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE 
SECURITIES/TRANSACTION. PRIOR TO TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE 
SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS. THIS DOCUMENT IS NOT A PROSPECTUS FOR ANY SECURITIES DESCRIBED HEREIN. INVESTORS SHOULD ONLY 
SUBSCRIBE FOR ANY TRANSFERABLE SECURITIES DESCRIBED HEREIN ON THE BASIS OF INFORMATION IN THE RELEVANT PROSPECTUS AND TERM SHEET, AND NOT ON THE 
BASIS OF ANY INFORMATION PROVIDED HEREIN.

This presentation may include "forward-looking statements". Such statements contain the words "anticipate", "believe", "intend", "estimate", "expect", "will", "may", "project", "plan" and words of 
similar meaning. All statements included in this presentation other than statements of historical facts, including, without limitation, those regarding financial position, business strategy, plans and 
objectives of management for future operations (including development plans and objectives) are forward-looking statements. Such forward-looking statements involve known and unknown risks, 
uncertainties and other important factors that could cause actual results, performance or achievements to be materially different from future results, performance or achievements expressed or 
implied by such forward-looking statements. Such forward-looking statements are based on numerous assumptions regarding present and future business strategies and the relevant future 
business environment. These forward-looking statements speak only as of the date of this presentation and the Czech Republic expressly disclaims to the fullest extent permitted by law any 
obligation or undertaking to disseminate any updates or revisions to any forward-looking statements contained herein to reflect any change in expectations with regard thereto or any change in 
events, conditions or circumstances on which any such statement is based. Nothing in this document should be relied upon as a promise or forecast. Nothing in the foregoing is intended to or shall 
exclude any liability for, or remedy in respect of, fraudulent misrepresentation.

Any investors or prospective investors are required to make their own independent investigation and appraisal of the business, financial condition and prospects of the Issuer and the nature of any 
relevant securities and no reliance may be placed upon the information herein for such purposes. Recipients should consult with their own legal, regulatory, tax, business, investment, financial and 
accounting advisers to the extent that they deem it necessary, and make their own investment, hedging and trading decisions based upon their own investigation and judgement and advice from 
such advisers as they deem necessary and not upon any view expressed in this document.

By reviewing this document and attending this presentation, you agree to be bound by the foregoing provisions, limitations and conditions and, in particular, you will be taken to have represented, 
warranted and undertaken that you have read and agree to comply with the contents of the above.

The presentation was made on the basis of data known as of 11 December 2012 unless specified otherwise. No political decisions, foreign market funding operations, newly released statistics, or
world financial or commodity market developments could be taken into account after this date.
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