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Dear Reader,

It is a great pleasure to present 
the second edition of our 
Corporate Monitor, which we are 
proud to release in cooperation 
with Mergermarket, a leading 
intelligence and news service for 
mergers and acquisitions across 
the globe.

In 2013, M&A activity in Central and Eastern Europe 
picked up significantly from the levels of previous years, 
despite a still somewhat difficult economic and political 
environment in many parts of the region generally, and 
the Eurozone in particular. This development, and the 
typical deal drivers we have recently seen, give us some 
reason to take a cautiously optimistic outlook in 2014 for 
M&A in this part of the world.

Regarding legal developments, the new Civil Codes in 
the Czech Republic, Hungary and Romania stand out 
and we have therefore dedicated our main legal article 
(page 6) to this topic. As in the previous edition, we again 
shed some light on country specific macroeconomic 
(provided by CEEMEA1) as well as legal developments.

On behalf of the entire Corporate and M&A team at Wolf 
Theiss, we hope you find this new edition useful and wish 
you all the best and much success for 2014!

Sincerely

Dieter Spranz
on behalf of WOLF THEISS Corporate Partners

1 CEEMEA Business Group currently works with senior leaders of over 340 large multinational companies operating in the Central  

 and Eastern Europe, Middle East and Africa regions, helping them understand economic and business outlooks on a global,  

 regional and country level. Regional and global executives also receive regular advice and updates on best practices   

 for expansion and success in emerging markets. Executive members of the CEEMEA Business Group can also attend regular  

 regional directors’ meetings held throughout Europe and in Dubai. 

 www.ceemeabusinessgroup.com | Contact: andrea.stark@ceemeabusinessgroup.com
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The CEE region is currently undergoing a period of 
change as regards the principal rules of traditional 
civil law. Three of the major economies have recently 
enacted modern, new civil codes (“NCC”) which 
replace ones from the old “socialist” era (or even older). 
In Romania, the NCC has been in force since 2011. In 
the Czech Republic and Hungary, NCCs take effect 
this year. There are both similarities and differences 
between these NCCs. The similarities undoubtedly flow 
from the fact that each of these three new democracies 
faced dramatic evolutions of their societies as well as 
dynamic developments of the law. The differences, on 
the other hand, reflect the particular national heritages 
and distinct political influences. 

Some of these key NCC similarities and dissimilarities are 
discussed below with an emphasis on their impact on 
business practice. 

SIMILARITIES
Collective wisdom now codified 
Each of the three NCCs implements a monistic regulatory 
approach. All private law institutions, concepts and rules 
pertaining to persons and businesses, properties and 
obligations, as well as family and inheritance matters, 
are dealt with within a single code. For legal practitioners, 
this approach should mean that the scattered patchwork 
of enactments adopted during the past 20 years, which 
quite often resulted in critically inconsistent regulations 
and law enforcement, now vanish for good in exchange 
for a coherent set of statutory rules promising uniform 
implementation. 

The NCCs also codify many judicial precedents and 
academic recommendations for the best handling of 
complex matters.

New contract law provisions
The Romanian and Hungarian NCCs provide less rigid 
and formalistic rules concerning the assignment of 
contracts in response to the demand of businesses –  
in particular, that of financiers. 

The Romanian NCC, moreover, establishes for the first time 
regulations for letters of comfort and letters of guarantee. 

Liability for breach of contract becomes more objective 
under the Czech and Hungarian NCCs, following a 
legislative trend of allowing contracting parties to 
escape from their agreements less easily. Accordingly, 

the requirements for exculpation for the party in 
breach have become more demanding, resembling 
the example of some Scandinavian laws and the 
exemption rules of the 1980 Vienna Convention, which 
provide that a party can avoid liability for a failure to 
perform its contractual obligations only if it proves that 
the failure was due to an impediment beyond its control 
and that it could not reasonably be expected to have 
taken such an impediment into account at the time of 
the conclusion of the contract, or to have avoided or 
overcome its consequences. 

The Czech and Romanian NCCs now reject the full 
consensus principle when considering whether a 
discussion between private parties has resulted in an 
actual contract and provide for greater flexibility during 
pre-contract negotiations.

The Czech NCC newly introduces liability for fault in 
conclusion of contracts (culpa in contrahendo), under 
which a party negotiating a contract has a clear duty 
to negotiate with care and in good faith, and not to the 
detriment of the other party. Importantly, the Czech NCC 
newly allows for damages to be contractually limited, 
which is a powerful tool in legal risk management 
for market participants. The Czech NCC modifies the 
existing “mirror image rule” (which is also present in 
the Romanian NCC) by providing that a reply to an 
offer with an amendment or a deviation that does not 
substantially alter the terms and conditions constitutes 
an acceptance of the offer, unless the offeror without 
undue delay turns down such an acceptance.

The Romanian and Hungarian NCCs introduce local 
versions of fiduciary trusts which more resemble the 
French and German concept than the Anglo-Saxon 
version. It is yet to be seen in both countries whether 
these legal forms will be supported by any preferential 
tax treatment which could bring real value to these 
institutions. 

After being thoroughly debated in the courts during 
the post-Lehman years, a hardship concept was finally 
introduced in the Romanian NCC, mirroring the concept 
set forth in the 2010 Unidroit Principles of International 
Commercial Contracts. If an unforeseen event alters the 
balance of obligations resulting in an unequal burden 
on one of the parties to a contract, the courts may now 
rule, if certain conditions are met, to either terminate the 
contract or change it so as to restore its equilibrium. 

NEW CIVIL CODES IN KEY  
CEE JURISDICTIONS
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New companies law provisions
The regulations pertaining to companies in each of the 
NCCs are now much more flexible, offering shareholders 
the ability to structure the corporate governance of their 
local subsidiaries more freely with fewer restrictions. 
These improvements have been long awaited in 
Hungary and the Czech Republic. The Romanian NCC 
did not bring major changes in this area as the Romanian 
Company Law had already been significantly reformed 
in December 2006, also with regard to the OECD 
principles of corporate governance. 

What this means in practice, for example, is that:

(a) the types of preferential rights (and obligations) 
attached to share participations can be better 
adopted to the particular preferences of private 
investors; 

(b) more liberal allocation of powers among 
management and shareholders can further facilitate 
the functioning of complex shareholding structures; 

(c) a predictable interaction between the articles of 
association, which is a document for the public, and 
the shareholders’ agreement, which is typically kept 
confidential among the shareholders, can increase 
the comfort level of joint venture shareholders;

(d) the process for establishing companies has been 
simplified, inter alia with lowered share capital 
requirements for newly established companies.

This increased level of flexibility in corporate governance 
comes, however, at the price of stricter liability rules 
for members of management and shareholders, not 
only in their internal relations but in particular vis-à-vis 
aggrieved creditors. The 2008 financial crisis and the 
earlier excesses of the 1990s induced all three legislators 
to further specify (and as a result widen) the instances in 
which creditors may pierce the corporate veil. 

The liability of directors towards shareholders becomes 
more objective under the Czech and Hungarian NCCs 
and also stricter in the sense that a reversed burden of 
proof requires a director to exculpate him or herself from 
any allegations. The Czech and Hungarian NCCs also 
introduce the accountability of “shadow managers”, that 
is, persons influential to daily business, who will now 
assume personal liability just as if they were registered 
directors of the company. 

New finance law provisions
The NCCs probably bring about the most dramatic 
changes in the field of finance law with potentially 
serious consequences for the less vigilant.
 
While the Romanian NCC has introduced provisions 
regulating call and put options, the Hungarian NCC 

will forthwith stringently restrict their application to 
conventional commercial dealings and will explicitly 
prohibit financiers from employing these legal 
instruments as additional collateral (in other words, 
the prohibition of lex commissoria). Furthermore, in 
Hungary the various types of collateral instruments have 
been unified into a single set of substantive provisions 
on mortgages available to financiers to seek collateral 
from their debtors. The prohibition on any contractual 
restriction on assignability of claims vis-à-vis third parties 
should also be noted.

The Romanian NCC also puts finance transactions 
into a new perspective. Concepts which have so far 
been common to financiers, such as negative pledges,  
are now expressly prohibited under the NCC. 

DIFFERENCES 
Although there is much in common among the three 
NCCs, it is still interesting to see how the national 
legislators approached some matters differently. 

In Hungary, the NCC will only become applicable to 
legal relationships which materialised after its effective 
date. On a practical basis, this means that the old 
Hungarian Civil Code will remain relevant for a long 
time together with its new counterpart. 

The legal situation in the Czech Republic is similar, except 
for lease arrangements where the Czech NCC will be 
applicable even if the lease arrangements were entered 
into before the effective date of the Czech NCC (1 January 
2014). Although not directly addressed by the Czech 
NCC, legal relationships which materialised before the 
effective date of the NCC will not remain entirely outside 
the Czech NCC. The fundamental principles of the Czech 
NCC will become applicable to such legal relationships 
irrespective of the date of their origin. 

As a general rule, the Romanian NCC applies to all legal 
relationships concluded after 1 October 2011. However, 
the Romanian NCC also applies to future effects of 
certain legal relationships (for instance, marriage, 
filiation, adoption), which were materialised prior to 
such date and continue after 1 October 2011. The old 
Romanian Civil Code continues to apply with regard to 
the conclusion, interpretation, effects, performance and 
termination of contracts concluded prior to 1 October 
2011, but any amendment to such contracts must 
observe the rules set forth in the Romanian NCC.

CHALLENGES POSED 
Apart from the new provisions briefly discussed above, 
each of the NCCs will bring significant challenges to 
private parties transacting business. 

The Romanian NCC brought significant changes to the 
fundamentals of Romanian law, being considerately 
more complex than the prior Civil Code (based on the 
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Napoleonic Code, it was adopted in 1864 and had not 
been amended since 1990). Such complexity raised the 
bar for legal practitioners and the business community 
in general as they need to constantly check whether a 
proposed course of action or contract is compliant with 
the new rules, given that non-compliance, as a result, 
may have an effect which is not intended by the parties.
In addition, the Romanian NCC confers more powers on 
the courts in supplementing, modifying or terminating 
contracts and also an increased level of protection to the 
contractual party having a weak bargaining position. 
For example, the right of a party to avoid a contract on 
the grounds of gross disparity (leziune), which previously 
protected only minors, is now generally recognised by the 
Romanian NCC to apply, under certain circumstances, 
to any contractual party. In addition, references in 
the Romanian NCC to non-defined concepts, such as 
reasonableness, may raise difficulties in the future  
in terms of their interpretation by the courts. 

BE CAREFUL WHAT YOU DO 
Under the auspices of each of the NCCs, foreigners 
transacting business locally will immediately benefit from 
a higher degree of legal structuring flexibility and from 
being able to more closely mimic solutions which are 
already familiar from their home (or other) jurisdiction(s). 
By introducing familiar concepts, the NCCs are expected 
to improve foreign investors’ perception of the local legal 
environment.

However, certainty and predictability with regard to the 
interpretation of some of the NCCs’ new provisions will 
have to wait until the first judiciary decisions have been 
rendered by the national supreme courts.

In any case, the business community is advised to 
approach their contractual relations with care and to 
pay attention to the potential legal consequences of the 
NCCs. These are times and subjects for which there will 
be a reward for keeping your lawyers close!
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Macroeconomic overview

Key macroeconomic messages

•	 Weak lending activity, low investment, and the 
slow pace of structural reforms will result in below-
potential growth of 2.0% in 2014. Major downside 
risks are reflected in the poor investment environment 
and deterioration of public finances.

•	 Inflation will remain moderate, below the central 
bank’s target of 3.0%. 

•	 The lek (ALL) will remain a currency with a slight 
deprecation risk, particularly due to the high current 
account deficit. It should average 142.5 to the euro 
in 2014. 

Key political messages 

•	 The left-wing coalition led by the Socialist Party 
defeated the ruling Democratic Party in June 2013’s 
parliamentary elections, by securing the absolute 
majority. Current domestic policy is largely focused 
on accelerating the country’s EU accession path. 

•	 EU candidate status for Albania was recommended in 
October 2013, but the pace of structural reforms is still 
too slow and full EU membership remains years away. 

•	 Rising public debt, which has already exceeded 60% 
of GDP, and deteriorating public finances are likely 
to lead to more austerity measures in the future. Tax 
hikes are possible.  

A
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N
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Development HY/2 2013 Outlook HY/1 2014
GDP -2.3% year-over-year (YoY)* Mid-year forecast is 2.0% 
GDP/capita Year-end forecast is $4,170
FDI Net FDI stood at €431m in the first half 

of 2013 (slightly up from €393m in the 
same period a year ago).***

We expect FDI to remain flat.

Inflation 1.9% YoY** Mid-year forecast is 2.1% 
Interest rate 3.0% Mid-year forecast is 3.0%
Currency 140.7 to the euro*** Mid-year forecast is 141.5 to the euro
Corporate sales Corporate sales deteriorated slightly 

during the second half of 2013, with 
less than 50% of surveyed companies 
recording top-line growth (see CEEMEA 
Business Group full survey).

Corporate sales are expected to also  
remain weak in the first half of 2014.

Household spending -1.0% YoY* Mid-year forecast is 1.0% 
Unemployment 12.8% Mid-year forecast is 12.5%

* Q3/2013 estimate; ** 12/2013, YoY; *** latest available data

Macroeconomic overview

Inward foreign direct investments
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Recent legal developments

Following last year’s election which saw the left wing 
coalition come to power, new tax legislation was passed 
by parliament, much of which entered into force as 
of 1 January 2013, aimed at introducing progressive 
taxation in Albania. Personal income tax will under the 
new tax legislation be taxed progressively, with the first 
ALL 30,000 being exempt from tax, the band from ALL 
30,000-130,000 being taxed at 13%, and any amount 
above ALL 130,000 being taxed at 23%.

More importantly, profit tax was increased from 10% to 
15%. The supply of medicines will be exempted from VAT. 
The VAT exemption on supplies in petroleum operations 
will be limited only to operations in the exploration stage 
as opposed to the previously applicable exemption 
which also extended to the development stage.

Effective from 1 April 2014, the excise tax will be 
increased for a number of products including petrol, 
alcohol and tobacco. 

The tax procedural law was also changed. The new 
law now allows businesses to appeal against a tax 
assessment by presenting a bank guarantee for the 
disputed amount of tax and interest thereon (instead of 
having to prepay such amount as required under the 
previous law). 
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Key macroeconomic messages

•	 GDP growth will accelerate to 1.5% in 2014 from 
an estimated 0.4% in 2013, largely driven by the 
competitive export sector, favorable credit conditions, 
low unemployment and a recovery in consumer 
confidence.

•	 Inflation will remain low at 1.6% in 2014.
•	 The euro ought to weaken mildly against the US 

dollar as US interest rates are now expected to rise 
and the Fed will continue tapering its quantitative 
easing programme.

Key political messages 

•	 Following the September 2013 elections, the coalition 
between the country’s two largest parties, the Austrian 
People’s Party and the Social Democratic Party, has 
been renewed. 

•	 The winning parties received much lower support 
compared to previous elections, while the right-wing 
opposition significantly strengthened. Observers will 
be keenly watching the next elections.

•	 Economic policy will remain focused on elements  
of fiscal consolidation. 

Development HY/2 2013 Outlook HY/1 2014
GDP 0.5% YoY* Mid-year forecast is 1.3% 
GDP/capita Year-end forecast is $49,300
FDI Net FDI stood at €2.4bn in the first half 

of 2013 (up from -€1.1bn in the same 
period a year ago).***

FDI will remain flat or post  
a tiny increase.

Inflation 1.4% YoY** Mid-year forecast is 1.5% 
Interest rate 0.25% Mid-year forecast is 0.25%
Currency 1.36 US$ to the euro*** 1.30 US$ to the euro
Corporate sales Corporate sales across the sectors 

improved slightly in the second half  
of 2013, but some of the exporting firms 
were affected by emerging markets 
slowdown.

We expect a mild increase  
in corporate sales in 2014.

Household spending 0.3% YoY* Mid-year forecast is 0.7% 
Unemployment 4.9% Mid-year forecast is 5%

* Q3/2013 figure; ** 11/2013, YoY; *** latest available data

Macroeconomic overview
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Recent legal developments 

•	 Current changes in Austrian corporate law mostly 
concern joint-stock corporations and the type of shares 
which may or may not be issued in the future, as well 
as a few changes to the rights that shareholders enjoy 
in relation to shareholder meetings.

•	 Restrictions to the issuance of bearer shares: Austrian 
joint-stock corporations must ensure that by 31 
December 2013, their articles of associations are in 
compliance with the new rule that, in general, the 
only type of shares allowed to be issued must be 
registered shares. Bearer shares are forthwith reserved 
to those stock corporations which are either listed or 
whose shares are intended to be admitted shortly to 
trading on a stock exchange.

•	 Bearer shares currently issued and not in line with the 
above requirement will be automatically treated by 
law as registered shares from 1 January 2014 onwards; 
affected shareholders may demand the exchange of 
their respective share certificates from the company.

•	 Bearer shares will be represented by one or more 
global share certificates; listed stock corporations 
need to deposit such global certificates with a bank 
holding a license for the deposit of securities.

•	 Title to bearer shares may only be proved by a 
confirmation issued by the depositing bank having 
its seat in a member state of the EEA or a full member 
state of the OECD (“Deposit Confirmation”).

•	 In order to be admitted to shareholders’ meetings, 
shareholders holding bearer shares need to ensure 
that the company receives the Deposit Confirmation 
at the latest by the third business day preceeding the 
day of the shareholders meeting.

•	 In contrast thereto, admission to shareholders’ meetings 
of non-listed joint-stock corporations (which henceforth 
can generally only issue registered shares) depends on 
who is registered as shareholder in the share ledger at 
the beginning of the shareholders’ meeting.

•	 Shareholders of non-listed joint-stock corporations 
may request that resolutions passed at shareholders 
meetings be sent within 15 days following the 
shareholders meeting via registered or electronic 
mail to the address notified to the company, except 
in those instances where the company has registered 
its web page in the commercial register and posts the 
resolutions on such web page.
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Development HY/2 2013 Outlook HY/1 2014
GDP 0.8% YoY* Mid-year forecast is 1.0% 
GDP/capita Year-end forecast is $4,752
FDI Net FDI slightly improved in the first half 

of 2013 and partial data suggests that 
this trend was maintained during the 
rest of 2013.***

We expect only a slight improvement  
in FDI inflows in 2014. 

Inflation -1.2% YoY** Mid-year forecast is 0.7% 
Interest rate - -
Currency 1.96 to the euro – fixed rate 1.96 to the euro – fixed rate
Corporate sales Weaker than expected. Almost 60%  

of surveyed companies registered  
no sales growth.

Some slight improvement is expected, 
but overall corporate sales will remain 
weak, with almost half of companies 
forecasting no growth.

Household spending -0.5% YoY* Mid-year forecast is 0.1% 
Unemployment 28% (ILO measurement) Mid-year forecast is 28%  

(ILO measurement)

* 2013 estimate; ** 11/2013, YoY; *** latest available data

Macroeconomic overview

Key macroeconomic messages

•	 GDP growth should modestly accelerate from an 
estimated 0.8% in 2013 to 1.4% in 2014, driven 
by industrial production and exports. However, 
growth will remain below potential, largely due to 
a dysfunctional political system, weak domestic 
demand, austerity measures, high unemployment 
and stagnant wages. 

•	 Inflation will hover around 1% in 2014. 
•	 Despite the fact that the pegged currency is 

overvalued, the currency board is likely to be 
maintained at the fixed rate. Letting the currency fall 
would be devastating since over 70% of all loans in 
the country are denominated in foreign currencies.

Key political messages 

•	 Political stability will remain shaky as the country’s 
three ethnic groups continue to oppose working with 
each other. 

•	 General elections, which are scheduled for October 
2014, will inevitably increase election-related 
(national) rhetoric, thus additionally slowing the pace 
of reform implementation.

•	 This will dampen economic and business growth  
in the future. 
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Recent legal developments

Changes in the Companies Law of the Federation of 
Bosnia and Herzegovina (FBiH): The FBiH Government 
recently approved a draft of the new FBiH Law on 
Business Companies. In general, the draft represents 
a restated and refined text of the current law and 
introduces only few relevant changes to the existing 
corporate legal framework. If this draft is adopted in its 
currently proposed version, one of the most significant 
changes will be to enable foreign business companies to 
establish a branch office in FBiH, which was not possible 
until now. The draft is currently in the parliamentary 
procedure and its adoption is expected by mid-2014.
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Key macroeconomic messages

•	 The economy is estimated to have grown by 0.6% 
in 2013. GDP growth will accelerate to 1.7% in 
2014, driven by exports and slightly better private 
consumption. However, the poor business climate 
and lack of monetary/fiscal stimulus will remain a 
hindering factor. 

•	 Inflationary pressures will remain moderate. Inflation 
will hover around 1.5-2.0% in 2014.

•	 The currency peg will remain in place at 1.96 to  
the euro.

Development HY/2 2013 Outlook HY/1 2014
GDP 0.7% YoY* Mid-year forecast is 1.4% 
GDP/capita Year-end forecast is $7,890
FDI Net FDI amounted to €960m  

in the first 10 months of 2013.***
Net FDI might slightly increase in  
2014, but the pre-crisis level will  
not be reached any time soon. 

Inflation -0.2% YoY** Mid-year forecast is 1.3% 
Interest rate 0.02% Mid-year forecast is 0.02%
Currency 1.96 to the euro Mid-year forecast is 1.96 to the euro
Corporate sales Top-line growth was slightly weaker 

than previously expected, but still mildly 
positive for around 65% of surveyed 
companies.

Around 75% of companies expect sales 
growth, mostly in low single digits.

Household spending -0.5% YoY* Mid-year forecast is 0.9% 
Unemployment 12.0% Mid-year forecast is 11.5%

* Q3/2013 estimate; ** 12/2013, YoY; *** latest available data 

Macroeconomic overview

Key political messages

•	 The political situation has remained under strain 
over the last couple of months and public protests 
demanding the ruling coalition to step down have 
continued to sporadically occur. 

•	 There are persistent risks of another early election, 
and it is highly uncertain whether the ruling coalition 
will serve out its full term. 

•	 Moreover, the EU will continue to keep Bulgaria 
under close watch, particularly due to corruption 
accusations and poor governance. 

Inward foreign direct investments

In
w

a
rd

 fo
re

ig
n

 d
ir

ec
t 

in
v

es
tm

en
ts

  (
U

S$
, m

ill
io

n
)



17

INSIDE CORPORATE – WOLF THEISS Corporate Monitor HY/2 2013

Recent legal developments

Implementation of the AIFMD: Bulgaria is currently on its 
way towards implementing the Alternative Investment 
Fund Managers Directive (AIFMD). The implementation 
of the AIFMD into Bulgarian law is envisaged to be 
effected by way of amending the existing Act on 
Collective Investment Schemes and Other Undertakings 
for Collective Investments. As in some other jurisdictions 
in the region, in Bulgaria the AIFMD will be transposed 
with a delay, as the draft law was approved at first 
reading by the Parliament on October 30, 2013. On 
December 10, 2013, the bill was approved at the 
second reading. The new regime introduces significant 
changes to the participants on the capital market. Many 
unregulated investment or fundraising vehicles will be 
affected by the new legislation. Their managers, or the 
vehicles themselves (if internally managed), will have 
to be authorised or, if they benefit from the small-scale 
funds exemption, will have to register with the Financial 
Supervision Commission (FSC). Due to the very broad 
definition of an “alternative investment fund”, the scope 
of application of the AIFMD in Bulgaria, as in other 
jurisdictions, is not entirely clear and the practice of the 
FSC will be of major importance. 

New interpretative decision of the Supreme Court  
of Cassation: In November 2013, the Bulgarian Supreme 
Court of Cassation adopted a long-awaited decision, 
concerning two independent issues for which the case 
law so far has been rather contradictory. The court ruled 
as follows:
•	 Transactions concluded by the representative body 

(manager/managers) of a limited liability company 
with respect to real estate property or other property 
rights, are valid even in the absence of the required 
preliminary approval of the transactions by the 
General Meeting. The lack of shareholder approval 
only concerns the internal relations between the 
manager and the company (the possibility for the 
company to claim damages against the manager).

•	 A commercial transaction concluded by one and 
the same person in his/her capacity as a lawful 
representative of two different companies is valid. 
Previous case law ruled that such transactions were 
void due to breach of the prohibition under the general 
contracts law that one person may not represent both 
parties to a contract without the explicit consent of the 
represented parties. The Supreme Court of Cassation, 
however, held that the prohibition does not apply to 
the representation of companies.
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Development HY/2 2013 Outlook HY/1 2014
GDP -0.6% YoY* Mid-year forecast is 0.4% 
GDP/capita Year-end forecast is $13,610
FDI FDI stood at €429m in the first half  

of 2013, representing an increase  
of almost 9% compared to the same  
period a year ago.***

We expect the mild increase to continue.

Inflation 0.4% YoY** Mid-year forecast is 1.2% 
Interest rate 7% Mid-year forecast is 7%
Currency 7.62 to the euro*** Mid-year forecast is 7.64 to the euro
Corporate sales Croatia has remained one of the weakest 

CEE markets for corporate sales growth. 
Receivables collection has remained a 
major issue. Almost 60% of companies 
registered small sales growth in 2013.

Around 65% of companies expect sales 
growth, but largely in low single digits.

Household spending 0.2% YoY* Mid-year forecast is 0.2% 
Unemployment 21.1% Mid-year forecast is 20.5%

* Q3/2013 figure; ** 11/2013, YoY; *** latest available data 
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A Macroeconomic overview

Key macroeconomic messages

•	 Fiscal tightening, weak consumption, falling industrial 
production, low lending activity, lack of fiscal/
monetary stimulus and high unemployment will keep 
this year’s GDP growth below the government’s target 
of 1.3%. We expect GDP to expand by a tiny 0.4% this 
year, making 2014 the first growth year since 2008.

•	 After averaging 2.3% in 2013, inflation is expected 
to decelerate to 2.0% in 2014, largely due to weak 
domestic demand. 

•	 The central bank will preserve its managed float of 
the kuna, although in case of further global economic 
deterioration it could potentially allow the kuna to fall 
by up to 7.7 to 7.8 to the euro. In 2014, the kuna will 
depreciate to an average of 7.65 to the euro from 7.57 
to the euro in 2013.

Key political messages 

•	 We do not expect any significant changes on the 
domestic political scene despite the unpopularity of 
austerity measures and lack of wider support for the 
ruling coalition. The coalition government led by the 
Social Democratic Party is likely to remain in power 
until the next election scheduled for 2015.

•	 Croatia joined the EU as a full member on 1 July 2013, 
but the euro introduction could be 4 to 8 years away 
(the central bank wants it quickly, the government is 
more cautious).

•	 We do not expect EU membership to boost growth in 
the short-term.
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Recent legal developments

The recently enacted Strategic Investments Act 
simplifies and speeds up the process of obtaining 
the documentation and approvals necessary for 
commencing “strategically important” projects. Core 
criteria for considering projects as strategically important 
are the value of the project and the type of investment. 
For such strategic investment, the competence for 
issuing location, construction and usage permits is 
transferred from local government units to the Ministry 
of Construction, thus preventing local opposition from 
effectively blocking execution. The Act also enables the 
central government to exempt its real estate from the 
special governance regime (e.g., forests and maritime 
domain), for the purpose of realisation of strategically 
important projects, by concluding direct agreements 
without public tenders. The final decision, which grants 
the status of a strategically important investment, is 
made by the Croatian Government. 

Amendments to the Court Register Act simplified 
deregistration of entities with no assets (or assets of 
negligible value) and entities which have not published 
financial reports for three years in a row (inactive 
entities). The registration of businesses is simplified by 
permitting entry under general groupings of business 
activities. The requirement to submit details on personal 
identification documents of foreign citizens and entities 
when submitting registry applications has been lifted 
and a new group of registration officers, “authorised 
registration clerks”, have been authorised to deal with 
certain cases of registration.
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Key macroeconomic messages

•	 After a recessionary 2013 (-1.3%), GDP is expected 
to expand by 1.8% in 2014, driven by exports, 
manufacturing, loose fiscal policy, and slightly better 
consumer spending. 

•	 Inflation is expected to average 1.5% in 2014. 
Inflationary pressures will remain modest. 

•	 The crown will be actively managed by the central 
bank at around 27 to the euro, with the view of 
boosting growth, preventing deflation and helping 
exporters.

Development HY/2 2013 Outlook HY/1 2014
GDP -1.3% YoY* Mid-year forecast is 1.5% 
GDP/capita Year-end forecast is $18,250
FDI Partial data suggest that FDI inflows 

were much weaker in HY/2 2013  
compared to HY/1 2013. Net FDI stood at 
€1.1bn in the first nine months of 2013.*** 

We expect a small increase in 2014.

Inflation 1.4% YoY** Mid-year forecast is 1.0% 
Interest rate 0.05% Mid-year forecast is 0.05%
Currency 27.44 to the euro*** Mid-year forecast is 27.2 to the euro
Corporate sales Corporate sales were much weaker than 

companies had previously expected. 
Only 45% of companies registered sales 
growth.

Companies expect sales growth to pick 
up in the upcoming months, but growth 
will largely remain in single digits. 

Household spending -0.1% YoY* Mid-year forecast is 1.2% 
Unemployment 7.7% Mid-year forecast is 7.6%

* Q3/2013 figure; ** 12/2013, YoY; *** latest available data 

Macroeconomic overview

Key political messages 

•	 Following early elections in October 2013, three 
parties, the Czech Social Democratic Party, the 
Action of Dissatisfied Citizens, and the Christian and 
Democratic Union, are likely to officially form a 
coalition government in the upcoming weeks. 

•	 Disagreements within the new coalition should not be 
excluded.

•	 The new government will not introduce new taxes in 
2014, but will do so in 2015. The new government will 
be more pro-growth than the previous one and the 
austerity will be relaxed.
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Recent legal developments

Recodification of Czech Private Law: As already 
addressed in our keynote article (pages 6-8), on 1 January 
2014 the new Civil Code (NCC) came into force in the 
Czech Republic together with the new Act on Business 
Corporations (ABC) and the Act on Private International 
Law (NAPIL). These acts replace more than 250 separate 
pieces of legislation and recodify private law in the 
Czech Republic. These sweeping changes may affect the 
position of business corporations, liability of their directors 
and relations between business corporations forming a 
holding group. 

The NCC significantly broadens the contractual 
freedom of parties in the negotiation and interpretation 
of contracts. Basic concepts that have long played a 
role in contract formation and validity are altered. The 
previously mandatory written form is abandoned, for 
example, and replaced by several contractual types. 
The NCC significantly reduces subsequent challenges 
to the validity or the binding nature of a contract. 
Moreover, the NCC incorporates consumer protection in 
the widest extent possible and introduces the “protection 
of the weaker party” concept. Unlike the previous legal 
regime, it is now possible to terminate a previously 
concluded contract if the circumstances under which it 
was originally negotiated have changed substantially. 

The NCC also introduces the new institute of “pre-
contractual liability” (culpa in contrahendo). Frequently, 
the previous code created issues in international contexts 
with its restrictions on any waiver of rights that only arise 
in the future, restrictions on agreement on the limitation 
of damages, and limits to the possibility that the parties 
could exclude these claims completely. The NCC lifts 
these restrictions. 

The ABC significantly increases a manager’s liability for 
the management of the company. In case of breaching 
the so-called “principle of duty of care”, not only can 
the manager be held personally liable for the debts of 
the company, he or she can even be obliged to return 
remuneration paid to them by the company over the 
course of the previous two years. Every corporate entity 
should be aware that existing Czech companies which 
are registered in the Commercial Register must check 
their articles of association or other founding document 
to ensure that they meet the new requirements of the 
NCC and ABC. The revised articles must be filed with 
the Commercial Register by 30 July 2014 at the latest. 
Importantly, the company can be dissolved by the court 
for a delay in compliance with this obligation. 

Czech law returns to the principle stating that a building 
is an integral part of the land plot on which it is located. 
In the case of real property, where the structure and the 
plot of land are not owned by the same person, a legal 
pre-emptive right, which cannot be excluded or limited 
by agreement of the parties, is introduced. Real estate 
as well as personal property, under some circumstances, 
can also be acquired from a person who does not own 
it, as long as the buyer acted in good faith. In a related 
matter, a new Cadastral Act has been adopted and 
can be expected to cause delays in ownership title 
registration proceedings.

Given the importance and scope of legal changes 
in 2014, careful legal review of all basic corporate 
documents and essential contracts is recommended. 
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Development HY/2 2013 Outlook HY/1 2014
GDP 1.8% YoY* Mid-year forecast is 2.0% 
GDP/capita Year-end forecast is $13,570
FDI Net FDI was negative in the first nine 

months of 2013 and stood at -€1.1m.***
We expect weak FDI inflows.

Inflation 0.9% YoY** Mid-year forecast is 1.7% 
Interest rate 3.0% Mid-year forecast is 2.7%
Currency 300.25 to the euro*** Mid-year forecast is 300 to the euro
Corporate sales Weak. Slightly more than 55% of 

surveyed companies registered sales 
growth. 

Sales growth will improve in the first 
half of 2014. Around 70% of companies 
expect to register top-line growth.

Household spending 0.1% YoY* Mid-year forecast is 0.6% 
Unemployment 9.3% Mid-year forecast is 9.5%

* Q3/2013 figure; ** 11/2013, YoY; *** latest available data 

Macroeconomic overview

Key macroeconomic messages

•	 GDP growth will reach 1.8% in 2014, driven by pro-
growth measures imposed by the government and 
the central bank. Final domestic consumption and 
exports will register weak but positive figures.

•	 Inflation will average 2.1% in 2014 (up from 1.7% in 
2013), thus remaining below the medium-term target 
of 3.0%. 

•	 The base case average exchange rate for 2014 is 300 
forint to the euro. However, further monetary easing 
and an eventual rise in US interest rates might cause 
some forint depreciation.

Key political messages 

•	 The next parliamentary election is scheduled for May 
2014. The centre-right Fidesz, which continues to enjoy 
strong voters’ support on the back of populist policies, 
is expected to win the election and secure its second 
term in office, but perhaps without an outright majority. 

•	 During the pre-election period, the government will 
increasingly focus on populist measures such as 
cuts in utility prices, thus putting more money into 
householders’ pockets (at the expense of foreign utility 
firms, banks, and telecom firms).

•	 The verbal conflict between the EU and Hungary  
is likely to continue.
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Recent legal developments

Amendments to the Hungarian Competition Act: Apart 
from far-reaching legislative changes in connection 
with the New Civil Code, which have been addressed 
in our keynote article (pages 6-8), it is noteworthy that 
the Hungarian Parliament recently adopted further 
amendments to the 1996 Hungarian Competition Act in 
November 2013. 

Pursuant to the changes, the Hungarian Government 
now has the power to render a decision on qualifying 
a concentration as being of “strategic importance for 
national economy” which will, in turn, exempt the 
acquirer from the requirement to seek prior clearance 
from the Hungarian Competition Authority. The 
justification for the government to render such a decision 
is public interest, particularly if the concentration aims 
at preserving jobs or ensuring security of supply. This 
possibility apparently resembles similar exemption 
regimes available in Germany or in France. 

Another change concerns the introduction of a true 
suspension regime in Hungarian merger control 
proceedings, replacing the former “no legal effect” 
approach. Accordingly, the Hungarian Competition 
Act now explicitly provides that a concentration, which 
otherwise qualifies for Hungarian national merger 
notification, cannot be implemented without first 
having obtained prior clearance from the Hungarian 
Competition Authority. This closely resembles the regime 
under the EU Merger Control Regulation (ECMR), in 
contrast to the former solution which derived from the 
old Hungarian civil code and which allowed for an 
interpretation that closing without prior clearance was 
legally permissible at the parties’ own risk as long as the 
merger control clearance was granted subsequently, 
which rendered the transaction existent retroactively. 

Furthermore, it will be now possible for the acquirer 
to launch a merger filing in Hungary on the basis of 
its “good faith intention to implement a concentration” 
(similarly to the possibility under the ECMR), rather than 
within a set deadline of 30 days from concluding the 
merger contract. 

Finally, the amendments introduce a shorter review 
deadline of 30 days (instead of the current 45 days) 
allowed to the Hungarian Competition Authority to 
assess a concentration which raises no competition 
concerns (a Phase I decision) whereas the procedural 
deadline for a full-fledged review (a detailed Phase II 
investigation) remains four months. 

These amendments will become applicable to 
concentrations notified after 1 July 2014. 
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Key macroeconomic messages

•	 GDP growth should accelerate to 2.8% in 2014 from 
an estimated 1.4% growth in 2013. It will be driven 
by rising public and private investments, improving 
exports and slightly better consumer spending. 

•	 Inflation will average 1.9% in 2014. Inflationary risks 
will remain manageable. 

•	 We expect the zloty (PLN) to slightly appreciate 
throughout 2014, largely due to stronger economic 
growth. However, a moderate currency risk is 
present due to the fact that foreign holdings of Polish 
government securities are high and any cuts in 
interest rates could see some portfolio capital leaving 
the country and putting the zloty under some pressure.  

Development HY/2 2013 Outlook HY/1 2014
GDP 1.9% YoY* Mid-year forecast is 2.6% 
GDP/capita Year-end forecast is $14.250
FDI Net FDI was negative in the first half  

of 2013 and stood at -€2.7bn, while  
partial data suggests that there was 
some slight improvement in the  
second half of 2013.***

We expect a mild increase.

Inflation 0.6% YoY** Mid-year forecast is 1.8% 
Interest rate 2.5% Mid-year forecast is 2.5%
Currency 4.2 to the euro*** Mid-year forecast is 4.1 to the euro
Corporate sales 70% of surveyed companies recorded 

sales growth, but mostly in single digits. 
Poland is a top priority CEE market 
for the majority of multinationals. 
Corporate expectations are optimistic  
so far. 80% of companies expect 
revenue growth.

Household spending 0.6% YoY* Mid-year forecast is 1.8% 
Unemployment 13.2% Mid-year forecast is 13.0%

* Q3/2013 figure; ** 11/2013, YoY; *** latest available data 

Macroeconomic overview

Key political messages 

•	 The political situation is expected to remain relatively 
stable despite the rising popularity of the opposition 
and declining support for the ruling coalition. We 
expect the ruling coalition to remain in office until the 
next elections scheduled for 2015, but it will struggle 
to win.
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Recent legal developments

Proposed changes to the Code of Commercial 
Companies: The proposed changes aim to increase 
the attractiveness of Polish limited liability companies 
for investors and at the same time to improve the 
protection of creditors. The proposal is to make share 
capital in a limited liability company optional, thereby 
also abandoning the requirement of the minimal share 
capital (currently PLN 5,000). In theory, the share capital 
protects the creditors of companies, but in practice it is 
not a very effective mechanism because the share 
capital does not have to correspond to the scale of the 
business operations. Under the new regime, the creditors 
of limited liability companies would be protected 
by: (i) the mandatory reserve fund, created from 
profits, intended to cover any future losses (currently 
such reserve fund is only mandatory for joint-stock 
companies); and (ii) the solvency test, which would be 
applied by the company’s management board prior to 
any disbursements to shareholders. 

Special economic zones: On 23 July 2013, the Polish 
Council of Ministers adopted 14 decrees extending the 
operational period of the 14 special economic zones 
(SEZs) established in Poland until 2026. This extension 
should encourage further investment into the SEZs. 
Investors with relevant permits operating businesses in 
the SEZs are exempt from corporate income tax.

Proposed major reform of insolvency law:  
The Bankruptcy and Restructuring Law may be replaced 
with the Bankruptcy Law (a significantly modified version 
of the Bankruptcy and Restructuring Law) as well as a 
new Restructuring Law, which would introduce four new 
types of restructuring proceedings. The reform aims at 
increasing the popularity of restructuring proceedings by 
reducing formal and administrative burdens (simplified 
procedures, standardised forms, central online register 
of proceedings) which should increase the number of 
debtors who manage to avoid liquidation bankruptcy 
proceedings and continue to operate their businesses.
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Development HY/2 2013 Outlook HY/1 2014
GDP 4.1% YoY* Mid-year forecast is 1.9% 
GDP/capita Year-end forecast is $8,978
FDI Net FDI stood at €1.8bn in the first 10 

months of 2013 (slightly lower than  
the same period a year ago).***

We expect a mild increase.

Inflation 1.8% YoY** Mid-year forecast is 1.3% 
Interest rate 3.75% Mid-year forecast is 3.5%
Currency 4.53 to the euro*** Mid-year forecast is 4.45 to the euro
Corporate sales Weaker than previously expected. 

Revenue growth was registered by 60% 
of surveyed companies. Receivables 
collection has remained a problem. 

Around 80% of companies expect top-
line growth, but largely in single digits. 

Household spending 1.2% YoY* Mid-year forecast is 1.8% 
Unemployment 7.3% Mid-year forecast is 7.1%

Macroeconomic overview

 * Q3/2013 figure; ** 11/2013, YoY; *** latest available data

Key macroeconomic messages

•	 In a base case scenario, GDP should reach 2.1% in 
2014, largely driven by exports, industrial production, 
domestic demand, lower inflation, and monetary 
easing. However, risks are skewed to the downside.

•	 Inflation will hover within the central bank’s target 
band of 1.5 to 3.5% in 2014. Inflationary pressure will 
remain modest. 

•	 The leu (RON) will remain broadly stable in the mid-
term. It will average at 4.45 to the euro in 2014, but 
any tapering of US quantitative easing could see 
some selling of leu assets.

Key political messages 

•	 The government led by Victor Ponta has a large 
majority and will remain in power. We do not expect 
any significant changes on the political scene, 
although some internal disagreements within the 
government are possible and could impact the 
economic policy making. 

•	 Presidential elections that will take place in Romania 
in the second half of 2014 are expected to stir up the 
political environment.
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Recent legal developments

Apart from far-reaching legislative changes in connection 
with the New Civil Code, which have been addressed in 
our keynote article (pages 6-8), the following recent legal 
happenings and developments are noteworthy: 

Insolvency: On the third business day after its entry 
into force, the Emergency Government Ordinance 
No. 91/20132 approving the Insolvency Code (EGO 
91) was declared unconstitutional by the Romanian 
Constitutional Court.3 Three days later, the effects of the 
EGO 91 were suspended as a result of the publication in 
the Official Gazette of 1 November 2013 of the decision of 
the Romanian Constitutional Court. This was by far the 
shortest life of any Romanian enactment. 

The Romanian Ombudsman (Avocatul Poporului) filed a 
petition with the Constitutional Court a few days after the 
publication of EGO 91 in the Official Gazette and challenged 
certain provisions thereof as being unconstitutional. The 
Ombudsman considered that such provisions breached the 
principle of legal certainty with regard to the non-retroactive 
effect of legal provisions, as well as their accessibility and 
predictability. The Constitutional Court, ruling by majority, 
declared EGO 91 unconstitutional.

One of the aspects criticised by the Constitutional Court 
refers to the fact that the government failed to provide 
sufficient rationale for passing such enactment by way of 
an Emergency Government Ordinance. The Insolvency 
Code was initially prepared as a draft law and was made 
available for public consultation on the website of the 
Romanian Ministry of Justice on 2 September 2013. The 
draft law prompted vigorous debate during the 30 day 

2 Government Emergency Ordinance No. 91/2013 was published in the Official Gazette of Romania No. 620 of 4 October 2013 
and entered into force on 25 October 2013.

3 Decision No. 447/2013 of 29 October 2013, published in the Official Gazette of Romania No. 674 of 1 November 2013.
4 Proposal for a Regulation of the European Parliament and of the Council amending Council Regulation (EC) No. 1346/2000  

on insolvency proceedings.

public consultation period, which lapsed on 2 October 
2013. On the same date, the government approved the 
Insolvency Code by way of EGO 91, a decision which 
greatly surprised the legal and business communities.

It is interesting to note that EGO 91 introduced concepts, which 
are currently being analysed at an EU level4, regulating the 
insolvency of members of a group of companies.

The effects of EGO 91 were suspended as of 1 November 
2013, upon the publication of the Constitutional Court’s 
decision in the Official Gazette. EGO 91 will cease to 
produce effects following the lapse of a 45 day period 
after such publication, unless the unconstitutional 
provisions thereof are remedied during such period. 
The Constitutional Court specified in its decision that the 
suspension does not leave a “legislative gap”, but rather 
triggers the reinstatement of all prior enactments which 
were abrogated by EGO 91.

The government took on board the comments raised 
by the Constitutional Court and sent to the Romanian 
Parliament, at the beginning of December 2013, a draft 
law regarding pre-insolvency and insolvency procedures. 
One of the changes made in the draft law (as opposed to 
EGO 91) refers to the fact that the new law will apply only 
to procedures commenced after its entry into force (EGO 
91 was foreseen to also apply to on-going procedures).

Only the future will tell what will eventually happen with the 
Insolvency Code. For the time being, it continues to stir the 
interest of the Romanian legal and business communities.
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Key macroeconomic messages

•	 This year’s growth will be slightly weaker than 
previously expected, particularly due to austerity 
measures which will include tax hikes, a higher 
retirement age for women, and cuts in subsidies and 
public administration costs. Growth should reach 1.0% 
in 2014, driven by exports and industrial production.

•	 Inflationary pressures will remain moderate 
throughout 2014. Inflation should average around 
3.0% due to weak domestic demand (tax hikes and 
subsidy cuts are a risk).

•	 The dinar (RSD) is still a weak currency (and slightly 
overvalued due to the high current account deficit). 
Therefore, some volatility is still possible in the future. 

Development HY/2 2013 Outlook HY/1 2014
GDP 3.7% YoY* Mid-year forecast is 1.0% 
GDP/capita Year-end forecast is $4,640
FDI Net FDI amounted to €606m in  

the first 10 months of 2013.***
We expect an increase.

Inflation 1.6% YoY** Mid-year forecast is 2.5% 
Interest rate 9.5% Mid-year forecast is 9.5%
Currency 115,1 to the euro*** Mid-year forecast is 114 to the euro
Corporate sales Some 55% of companies registered sales 

growth. Consumers’ downtrading to 
cheaper products is among the  
strongest in CEE.

Corporate expectations are moderately 
optimistic. Around 70% of companies 
expect top-line growth, although tough 
austerity could disrupt these plans.

Household spending -2.1% YoY* Mid-year forecast is -1.0% 
Unemployment 20.1% Mid-year forecast is 21.0%

* Q3/2013 figure; ** 11/2013, YoY; *** latest available data 

Macroeconomic overview

Inward foreign direct investments 
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Key political messages 

•	 Serbia will start EU accession talks on 21 January 
2014. The EU has praised Serbia’s efforts on the 
implementation of the Kosovo deal and the pace of 
democratic reforms. However, full EU membership 
remains years away.

•	 The coalition is strained and early elections could 
be called if and when the largest party (Serbian 
Progressive Party) decides the timing is right (they 
have been experiencing growing popularity).

•	 The government is keen on negotiating a new IMF 
standby agreement and we expect the government 
to increasingly focus on tough fiscal consolidation 
and economic reforms.
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Recent legal developments 

Competition Protection Law: On 31 October 2013, 
the Parliament of the Republic of Serbia adopted 
amendments to the Competition Protection Law. The 
amendments to the law introduced different rules for the 
assessment of the so-called “market dominance” of an 
undertaking. The market dominance of an undertaking 
is no longer presumed solely on the basis of such 
undertaking’s estimated market share (in other words, 
a market share above 40%). The Competition Protection 
Commission is rather obligated to establish the fact of 
dominance on the basis of numerous factors, which 
include, inter alia, the market share of the undertaking, 
the overall structure of the relevant market, its vertical 
integration, barriers to enter the market and the overall 
competitive situation on the market. Moreover, the 
amendments redefined so-called “collective dominance” 
to mean two or more legally independent undertakings 
that are economically linked to jointly act or operate 
as one undertaking. Amongst other amendments, the 
law clarified the manner of calculation of monetary 
sanctions for anticompetitive behaviours, meaning a 
sanction cannot exceed 10% of the total annual turnover 
of the responsible undertaking in the preceding financial 
year generated on the territory of the Republic of Serbia.

Law on Factoring: On 16 July 2013, the Parliament of the 
Republic of Serbia adopted the Law on Factoring, which 
provides a comprehensive and systematic regulative 
framework for the factoring business for the first time 
in Serbia. The law recognises several types of factoring 
services: domestic and international factoring services; 
recourse and non-recourse factoring services and 
reverse factoring services (obrnuti faktoring). In order to 
register for factoring services, a Serbian legal entity must 
be established in the form of a limited liability company 
or a joint stock company with a registered capital of at 
least RSD 40,000,000 (approximately €350,000), and 
must obtain a license issued by the Serbian Ministry 
of Finance. Aside from domestic entities registered for 
factoring services, depending on the type of factoring 
transaction, Serbian banks, international banks and 
international companies may also act as factors under 
factoring agreements.
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Development HY/2 2013 Outlook HY/1 2014
GDP 0.9% YoY* Mid-year forecast is 1.5% 
GDP/capita Year-end forecast is $17,760
FDI Net FDI stood at €334m in  

the first 10 months of 2013.***
We expect weak FDI inflows  
in the first half of 2014.

Inflation 0.5% YoY** Mid-year forecast is 1.0% 
Interest rate 0.25% Mid-year forecast is 0.25%
Currency 1.36 US$ to the euro*** 1.30 US$ to the euro
Corporate sales Around 70% of surveyed companies 

recorded sales growth. This is slightly 
better than previously expected. 

Similar to HY/2 2013. Some 70%  
of companies expect sales growth,  
but largely in single digits. 

Household spending 0.1% YoY* Mid-year forecast is 0.7% 
Unemployment 13.5% Mid-year forecast is 13.2%

Macroeconomic overview

* Q3/2013 figure; ** 11/2013, YoY; *** latest available data 

Key macroeconomic messages

•	 Growth will accelerate to 2.0% in 2014 from an 
estimated 0.8% in 2013. Export demand is expected to 
strengthen in the upcoming months, while domestic 
demand is likely to recover gradually as a result of 
easing fiscal policy (lower tax for low-income workers, 
lower corporate tax, and slightly higher public 
investment). 

•	 Inflationary pressures will remain low, particularly 
due to expected reduction of electricity prices. 
Inflation will average 1.3% in 2014.

•	 The euro ought to weaken mildly against the US 
dollar as US interest rates are now expected to rise at 
least in the medium term.

Inward foreign direct investments
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Key political messages 

•	 The country has been governed by the centre-left 
party (Smer-SD) since 2012. We do not expect any 
changes on the political scene in the next couple of 
years. The next general election is scheduled for 2016.

•	 Prime Minister Fico will run for president at the next 
presidential elections but Smer will continue to run the 
government until the next parliamentary elections.

•	 The government will focus on keeping the budget 
deficit below 3% of GDP, most possibly by improving 
tax collection and selected sales of state assets.
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Recent legal developments
 
Amendment to the Act on Collective Bargaining: The 
Parliament approved a bill (the “Amendment”) by 
which Act No. 2/1991 Coll. on Collective Bargaining 
(the “Collective Bargaining Law”) was further changed 
effective 1 January 2014. The Amendment regulates 
extending the category Collective Agreements of Higher 
Degree (each an “Agreement”) to other employers in the 
sector. Selected changes include: 
•	 The current wording of the Collective Bargaining 

Law stipulates that an Agreement must contain a 
classification of the sector for which it is concluded. 
According to the Amendment, classification of the sector 
in an Agreement must be on a level of a division not 
on a level of a group. However, the Amendment also 
allows concluding an Agreement for a part of the sector, 
provided that the parties agree to this. Classification of 
the part of the sector contained in the Agreement will be 
considered a classification at a group level.

•	 Pursuant to the Amendment, the Ministry of Labour, 
Social Affairs and Family may extend the applicability of 
an Agreement to other employers in the sector or in the 
part of the sector, as applicable, for which the Agreement 
was concluded, either on the basis of the joint proposal 
of parties or on the basis of a proposal of just one party. 
The applicability of an Agreement concluded for a sector 
may be extended to other employers in part of that sector.

New Set of Arbitration Laws: The Ministry of Justice 
proposed a bill on Consumer Arbitration Proceedings 
creating a specific type of alternative dispute resolution 
similar to arbitration proceedings but which maintains 
the protection of the rights of consumers as a “weaker” 
party. According to the Ministry, the necessity of separate 
consumer arbitration proceedings has arisen due to 
recent negative experiences with arbitration/court rulings 
against consumers and for EU harmonization purposes. 

The Ministry of Justice also proposed amendments to the 
current Act on Arbitration. That proposed bill excludes 

the possibility of arbitral tribunals/courts deciding 
consumer disputes, requires that permanent arbitration 
courts may be founded only by professional or commerce 
chambers, and stipulates that preliminary injunctions 
issued in arbitration proceedings will be considered as 
directly enforceable provided that the other party had 
the opportunity to familiarise itself with the injunction. It 
is very likely that these arbitration bills will be adopted 
and become law in the course of 2014.

New amendments in the field of tax regulation: The Ministry 
of Finance introduced tax license rates and announced a 
lowered corporate income tax rate of 22% (previously 23%). 
Both changes are effective 1 January 2014. The tax license 
rate will depend on company revenues and whether the 
tax subject is a VAT payer, as follows:
•	 Non-VAT payer with revenues up to €500,000 –  

tax license €480
•	 VAT payer with revenues up to €500,000 – tax license 

€960
•	 Tax subjects with revenues above €500,000 –  

tax license €288

Newly established companies will be tax-exempt 
from tax licenses in their first year. The Parliament also 
adopted the Amendment on VAT. The most significant 
part of that Amendment is that from 1 January 2014 
there is a new obligation for VAT payers to present to the 
Tax Office all underlying data related to the domestic 
supply of goods and services in electronic form (a VAT 
ledger statement – kontrolný výkaz). This statement 
should be filed for each VAT period, together with the 
VAT return, by the 25th day following the end of each 
tax period. The VAT ledger statement will be mandatorily 
submitted in electronic form in an XML format issued by 
the Ministry of Finance. Sanctions are provided for the 
failure to submit a VAT ledger statement. Moreover, if a 
VAT payer does not submit a VAT ledger statement, VAT 
deduction will not be paid.
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Key macroeconomic messages

•	 The economy is expected to remain in recession 
due to weak demand by consumers, companies 
and government. GDP will shrink by 1.0% in 2014. 
Business will suffer, while economic recovery will be 
slow and long. Positive economic movements will not 
be registered until 2015.

•	 Weak domestic demand will keep inflationary 
pressures weak throughout this year. Inflation will 
average around 1.5% in 2014. 

•	 The euro ought to weaken mildly against the US 
dollar as US interest rates are now expected to rise at 
least in the medium term.

Development HY/2 2013 Outlook HY/1 2014
GDP -0.6% YoY* Mid-year forecast is -1.0% 
GDP/capita Year-end forecast is $21,330
FDI Net FDI stood at -€420m in the first 10 

months of 2013 (down from a net FDI 
expansion of €283m in the same period 
a year ago).***

FDI will also remain weak  
in the first half of 2014. 

Inflation 0.7% YoY** Mid-year forecast is 1.0% 
Interest rate 0.25% Mid-year forecast is 0.25%
Currency 1.36 US$ to the euro*** 1.30 US$ to the euro
Corporate sales Consumers’ downtrading to cheaper 

products is the strongest in CEE. Slovenia 
was among the worst CEE markets for 
sales growth.

Corporate expectations are weak,  
with half of the surveyed companies  
expecting no growth in 2014.

Household spending -3.0% YoY* Mid-year forecast is -2.5% 
Unemployment 13% Mid-year forecast is 13.5%

* Q3/2013 figure; ** 12/2013, YoY; *** latest available data 

Macroeconomic overview

Key political messages 

•	 The new centre-left (four-party) coalition government 
won a confidence vote in November 2013. However, 
there are persistent internal tensions since some of the 
coalition partners demand a revision of the coalition 
agreement and insist on a cabinet reshuffle. Some 
changes in the government are possible. 

•	 Economic policy will focus on stabilising state 
finances and cleaning up the banking sector which 
has a capital shortfall of at least €5 billion according 
to recently announced stress-test results. Therefore, 
state assets will be privatised, while tax hikes and 
spending cuts are highly certain. This will come at 
the expense of growth. 
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Recent legal developments

Amendments to the Insolvency Act: In December 2013, 
important changes to the Insolvency Law were enacted 
which aim to enable more extensive restructuring 
possibilities and strengthen the rights of creditors. The 
compulsory settlement requirements of a minimum 
quota of 50% payable to creditors within the maximum 
period of four years have been entirely suspended. 
An important new concept is the pre-insolvency 
restructuring proceedings which can be initiated when 
the state of insolvency is threatening to occur within one 
year but has not yet occurred. 

Notarial Mortgage: The amendments of the Financial 
Collateral Act introduced the so-called notarial 
mortgage, the benefit of which is that it can be enforced 
out-of-court. The mortgagee is entitled to either (i) arrange 
for the sale of the real property with a Slovenian notary 
and satisfy its claims from the received proceeds; or (ii) 
take over the real property (or the ownership rights), if 
the notarial sale process has not been successful. 

Real Property Tax: The National Assembly has 
adopted the Real Property Tax Act according to 
which all registered real property owners are subject 
to new taxation. The tax base is the administratively 
determined market value of the real property. The tax 
rates can range from 0.15% up to 0.75%, depending on 
the designated use of the real property. The Act became 
effective 1 January 2014.
 



34

INSIDE CORPORATE – WOLF THEISS Corporate Monitor HY/2 2013

10,913

4,816

6,495
7,207

7,833

0

2,000

4,000

6,000

8,000

10,000

12,000

20122011201020092008

U
K

RA
IN

E

Development HY/2 2013 Outlook HY/1 2014
GDP -1.3% YoY* Mid-year forecast is 1.0% 
GDP/capita Year-end forecast is $3,765
FDI Net FDI stood at €2bn in the first 11 

months of 2013, thus indicating a strong 
decline compared to the same period a 
year ago.***

FDI inflows will remain flat.

Inflation 0.5% YoY** Mid-year forecast is 6.0% 
Interest rate 6.5 % Mid-year forecast is 7.0%
Currency 10.9 to the euro*** Mid-year forecast is 11.5 to the euro
Corporate sales 70% of surveyed companies recorded 

sales growth, while the others either stag-
nated or declined. Receivables collection 
was the most difficult in the CEE region.

80% of multinationals expect sales 
growth in 2014, mostly in single digits.

Household spending 6.7% YoY* Mid-year forecast is 1.5% 
Unemployment 7.6% Mid-year forecast is 7.5%

Macroeconomic overview

* Q3/2013 figure; ** 12/2013, YoY; *** latest available data 

Key macroeconomic messages

•	 We expect only a modest economic recovery in 2014, 
with GDP growth exceeding 1.0%. Growth will largely 
be stimulated by foreign demand. Total domestic 
demand is expected to remain weak. Downside risks 
are political instability and high twin deficits.

•	 Inflationary pressures are likely to increase throughout 
2014, largely due to subsidy cuts and expected 
weakening of the domestic currency. Average 
inflation might exceed 6.0% this year.

•	 The currency will depreciate to an average of 11.9 to 
the euro this year from an average of 10.6 to the euro in 
2013. High currency risk will be maintained due to wide 
external deficit, weak capital inflows, and low foreign 
reserves. The inflow of a Russian aid package is likely to 
restore finance requirements, at least in the short-term.

Key political messages 

•	 The government decided not to sign the FTA with the 
EU in November 2013, but instead to strengthen its 
economic ties with Russia. Such a decision has led to 
massive anti-government protests which have been 
strongly supported by opposing parties. 

•	 Protests have moderated since the government signed 
a deal with Russia in December 2013, but instability risks 
are still present. The deal aims to cut gas prices, while 
Russia intends to additionally support Ukraine with a 
purchase of government bonds worth US$15 billion. 

•	 The presidential election scheduled for 2015 will, most 
likely, not depose Viktor Yanukovych from power, but 
political instability will remain acute and should be 
monitored closely.
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Recent legal developments
 
Exchange Control Regulations: In November 2013, 
the National Bank of Ukraine extended the temporary 
limitations on use of foreign currency proceeds until 17 
May 2014. Based on these limitations:
•	 at least 50% of a Ukrainian resident’s foreign currency 

proceeds need to be immediately converted into UAH 
(with some limited exceptions);

•	 when advance payments are made for the import 
of foreign goods or services, such goods must be 
delivered or services provided within 90 days of 
payment of the advance.

New Rules Regarding Organic Products and Raw 
Materials: On 10 January 2014, the new Law of 
Ukraine “On the Production and Circulation of Organic 
Agricultural Products and Raw Materials” became 
effective. This law substantially expands the regulatory 
framework and requirements for the production, 
storage, transportation, labelling and sale of, organic 
products and raw materials. The producers of organic 
products will be subject to special certification and 
registration. Organic products will have to be grown on 
land recognised or designated by authorised bodies as 
suitable for this purpose.

Insurance Market Developments: Due to the changes 
introduced to the Law of Ukraine “On Insurance”, starting 
from 17 May 2013, foreign insurers received full access 
to the Ukrainian insurance market. In particular, foreign 
insurance companies are entitled to render insurance 
services in Ukraine through their Ukrainian branches 
provided that they meet certain requirements stipulated 
by law and that the branches obtain insurance licenses. 

The adoption of such amendments to the Law of Ukraine 
“On Insurance” as well as a number of regulations 
implementing these amendments resulted from 
Ukraine’s accession to the WTO.

Improvement of access to Information on Legal 
Entities and Private Entrepreneurs: Starting from 19 
October 2013, Internet users received online access 
to most registration data on legal entities and private 
entrepreneurs contained in the Unified State Register 
of Legal Entities and Private Entrepreneurs, including: 
information on founders and/or shareholders of legal 
entities and their contributions to the charter capital; the 
amount of the charter capital and the date of its payment; 
information on principal activities of legal entities and 
their branches; information on the registration and de-
registration of legal entities by the Ukrainian regulatory 
authorities; and contact information.

These changes should result in an improvement of 
the transparency of legal entities’ activities and in the 
development of the Ukrainian business environment in 
general.

Compliance: Starting from 1 December 2013, a 
procedure for compliance of drug importation with 
licensing terms, as well as amendments to the 
procedure of drug importation licensing, became valid. 
In particular, applicants for a drug importation license 
are now obliged to submit their dossier to the licensing 
authority. Additionally, drug importation licensing 
terms now contain a number of additional requirements 
which came into effect on 1 December 2013. However, 
the validity of the existing drug importation licenses is 
not affected by the mentioned regulatory changes. 

The Ukrainian technical regulations on energy labelling 
of household washing machines and refrigerating 
appliances have been amended in order to comply with 
the current EU Energy Labelling Directive. According 
to new regulations, the suppliers of such equipment to 
the Ukrainian market must use new labels (introduced 
by technical regulations). The transitional period for 
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replacing the old labels with the new ones expires on 
30 June 2014. From 1 July 2014, the state authorities 
will monitor the suppliers’ compliance with technical 
regulations on energy labelling and impose sanctions 
for violations.

Energy: The recently adopted Law of Ukraine “On 
Principles of Energy Market in Ukraine” introduced 
a legal framework for the transition of the Ukrainian 
national energy market model from a sole purchaser 
to the bilateral, day-ahead and balancing energy 
market models. The law regulates the operation of 
the new market models (starting from 1 July 2017) as 
well as the rights and obligations of participants of the 
energy market. Importantly, once in effect the law will 
introduce changes to the procedure for payment of the 
feed-in tariff to companies generating electricity from 
renewable energy sources.

Depository System Developments: The new Depository 
System Law became effective on 12 October 2013. 
It introduced fundamental changes to the principles 
and rules of operation of participants of the Ukrainian 
depository system. For instance, it provides for the 
establishment of the Central Securities Depository (the 
functions of which are performed by the National 
Depository of Ukraine) as the main depository for non-
state securities. The new law also clarifies the “delivery 
against payment” mechanism which would be ensured 
by the creation of the Settlement Center responsible 
for financial settlements under securities transactions. 
In order to implement the new system rules, the Law 
provides the following principle requirements:
•	 by 12 April 2014, all global certificates of securities 

issues shall be transferred to the Central Securities 
Depository. If not, dematerialised securities will be 
blocked on the accounts of depositories/custodians 
until the said obligation is fulfilled; 

•	 by 12 October 2014, owners of dematerialised securities 
shall enter into agreements for servicing securities 
account with the depository institution selected by the 
issuer of respective securities. Otherwise, the securities 
will be excluded while determining the quorum and 
voting of the issuer.

Introduction of Criminal Liability for Legal Entities: The 
law introducing criminal liability for legal entities for 
crimes related to money laundering, acts of terrorism, 
use of proceeds from trafficking drugs, bribery and 
improper influence on state officials committed by 
authorised representatives of legal entities on their behalf 
or in their interest will enter into force on 1 September 
2014. The following types of criminal liability may be 
imposed on legal entities: (i) penalty from UAH 85,000 
to UAH 1,275,000 (approximately from US$10,634 to 
US$159,515); (ii) liquidation; and (iii) confiscation of their 
property.



M
&

A
 F

  C
U

S



INSIDE CORPORATE – WOLF THEISS Corporate Monitor HY/2 2013

3838

CENTRAL AND EASTERN  
EUROPEAN M&A OVERVIEW 2013

M&A activity in Central and Eastern Europe (CEE)5  has 
been resilient through 2013 despite ongoing political 
upheaval and lingering economic uncertainty in nearby 
eurozone countries. Over the course of 2013, the CEE 
region collectively produced 474 deals worth €27.9bn, 
marking a 10% year-on-year (YoY) increase in volume 
and a 57% increase in value from the 431 deals worth 
€17.8bn announced in 2012.

This past year, we saw a sizeable portion of large-
scale M&A driven by foreign buyers. In some sectors, 
this meant deleveraging to concentrate on their home 
markets, particularly in the energy sector. In one of the 
year’s largest M&A deals, German energy group RWE 
sold its interest in Net4Gas, a major gas transmission 
network in the Czech Republic, to a consortium of foreign 
investors including Allianz Capital Partners of Germany 
and Borealis Infrastructure Management of Canada for 
€1.6bn. The Net4Gas stake sale was driven largely by 
the seller’s debt-reduction efforts, and it allowed two new 
international parties – Allianz and Borealis, both seasoned 
infrastructure investors – to add Net4Gas’s lucrative 
3,600km+ transmission network to their portfolios.

But, in others sectors, international investors jumped at 
opportunities in the CEE. This was particularly the case 
in the telecommunications, media and technology 
(TMT) and financial services spaces. Netherlands-based 
PPF Group made two of the year’s priciest acquisitions, 
paying €2.5bn for a 65.9% stake in Telefonica O2 Czech 
Republic and €1.3bn for a 25% stake in Czech financial 
services company Generali PPF Holding. 

This is not to say that the health of the CEE M&A market 
depends solely on international buyers. The largest deal 
of 2013 saw a consortium of Cyprus-based investors, 
including Karswell, Sensor Overseas and Argumenol 
Investment Company, sell their majority stake in Polish 
telecom group Polkomtel to domestic, strategic buyer 
Cyfrowy Polsat for €3.6bn. As a review of the year’s top 
deals will reveal, however, foreign rather than domestic 
buyers have been the primary force behind the CEE’s 
most sizeable M&A deals.   

Reviewing the year’s largest deals also makes clear 
that strategic rather than private equity buyers have 
been behind most large-scale M&A. In 2013, the CEE 

Central and Eastern European M&A, 2008-2013 
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2013 Year-to-date (YTD) Top Deals Table

region saw 70 private equity-backed transactions 
worth €4.4bn, flat in volume and 28% down in value. 
These figures are not entirely discouraging, however: 
private equity exits increased from 24 in 2012 to 29 in 
2013, and the exit activity that did take place (however 
modest) sends a positive message to other private 
equity firms contemplating moving into the CEE M&A 
market going forward.

US-based private equity firm KKR’s acquisition of United 
Group is a case in point. The deal is significant not only 

because it marks KKR’s first direct investment into a 
South Eastern European company or country, but also 
because it demonstrates how exits on behalf of smaller, 
CEE-focused private equity firms are contributing to 
the broader M&A market. The sale of SBB/Telemach to 
KKR marked an exit on behalf of the European Bank 
for Reconstruction and Development and Mid Europa 
Partners LLP, a UK-based private equity firm that 
specialises in CEE investments, indicating that some of 
the most attractive CEE targets can be sourced from the 
portfolios of smaller private equity firms. 

Target 
Company

Target  Sector Target  
Country

Bidder 
Company

Bidder 
Country

Seller Company Seller  
Country

Deal 
Value 

EUR
(m)

Polkomtel Sp. 
z o.o. (83.77% 
stake) 

Telecommunications: 
Carriers 

Poland Cyfrowy Polsat 
SA 

 Poland Karswell Limited; 
Sensor Overseas 
Limited; 
Argumenol 
Investment 
Company 
Limited 

 Cyprus 3,649

Slovensky 
Plynarensky 
Priemysel AS  
(49% stake) 

Utilities (other) Slovakia Energeticky 
a Prumyslovy 
Holding, a.s. 

Czech 
Republic 

GDF Suez SA; 
E.ON Ruhrgas 
AG 

Germany 2,600

Telefonica O2 
Czech Republic, 
a.s. (65.9% stake) 

Telecommunications: 
Carriers 

Czech 
Republic 

PPF Group Netherlands Telefonica, S.A. Spain 2,467

U.A. Inter Media 
Group Limited 

Media Ukraine Group DF 
Limited 

Ukraine Valery 
Khoroshkovsky 
(Private Investor) 

Ukraine 1,833

NET4GAS, s.r.o Energy Czech 
Republic 

Allianz Capital 
Partners 
GmbH; Borealis 
Infrastructure 
Management 
Inc. 

Canada RWE AG Germany 1,600

Poslovni sistem 
Mercator dd 

Consumer: Retail Slovenia Agrokor d.d. Croatia 1,513

Generali PPF 
Holding B.V. 
(25% stake) 

Financial Services Czech 
Republic 

Assicurazioni 
Generali S.p.A. 

Italy PPF Group Netherlands 1,286

United Group 
BROADBAND 
INVESTMENT 
S.à r.l. 

Telecommunications: 
Carriers 

Serbia Kohlberg Kravis 
Roberts & Co. 
L.P. 

USA The European 
Bank for 
Reconstruction 
and 
Development; 
Mid Europa 
Partners LLP 

United 
Kingdom 

1,000

E.ON Foldgaz 
Storage; E.ON 
Foldgaz Trade 

Energy Hungary MVM 
Hungarian 
Electricity Ltd. 

Hungary E.ON SE Germany 870

Cosmo Bulgaria 
Mobile EAD 

Telecommunications: 
Carriers 

Bulgaria Telenor ASA Norway Hellenic Tele-
communications 
Organisation SA 

Greece 717
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Central and Eastern European Buyout Trends, 2008-2013 YTD
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Central and Eastern European Exit Trends, 2008-2013 YTD

N
u

m
b

er
 o

f d
ea

ls

  Volume   Value

Q4
13

Q3
13

Q2
13

Q1
13

Q4
12

Q3
12

Q2
12

Q1
12

Q4
11

Q3
11

Q2
11

Q1
11

Q4
10

Q3
10

Q2
10

Q1
10

Q4
09

Q3
09

Q2
09

Q1
09

Q4
08

Q3
08

Q2
08

Q1
08

0

2

4

6

8

10

12

0

500

1,000

1,500

2,000

2,500

3,000

For its part, Mid Europa has kept up a healthy pace of 
acquisitions over the course of the past several years 
and its portfolio – which covers a range of different CEE 
countries and companies including retailers, mobile 
operators, healthcare providers and transport operators – 
could arguably provide an attractive resource to growth-
hungry strategic buyers. In fact, Mid Europa is joined by 
two other foreign private equity groups – US-based One 
Equity Partners and Germany-based Quadriga Capital – 
who sold interests in their CEE assets this year. With this 
in mind, the sale of Mid Europa’s SBB/Telecom to KKR 
could be the first of many examples of smaller private 

equity investors benefitting from their longstanding 
commitment to the CEE region and fuelling higher-value 
M&A deals in the process.

Sector-Specific Trends
Taking a closer look at individual sectors, TMT and 
energy have accounted for the lion’s share of CEE M&A 
in 2013. The TMT sector accounted for 33% of total CEE 
deal value in 2012 and 2013 – up from 20% in the period 
from 2008 through 2011. Meanwhile, energy accounted 
for 21%, which is a slight increase on its 19% average 
between 2008 and 2011. These figures are not surprising, 
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M&A Volume 2008-2013, Split by Sector 
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given the calibre of deals taking place in both industries. 
Four of 2013’s largest transactions involved major CEE 
telecommunications carriers, including PPF Group’s 
purchase of a stake in Telefonica O2 Czech Republic 
and KKR’s investment into Serbia-based United Group 
Broadband were complemented by other large TMT 
deals, including the acquisition of Bulgaria-based Cosmo 
Bulgaria Mobile EAD by Norway-based Telenor ASA 
and Poland-based Cyfrowy Polsat’s €3.6bn investment 
into Polkomtel. In the energy sector, GDF Suez and E.On’s 
€2.6bn sale of a 49% stake in Slovensky Plynarensky 
Priemysel AS almost single-handedly propelled the 
sector’s deal value from €2.1bn in 2012 to €7.4bn in 2013.

But unlike M&A value, which is tightly concentrated in a 
few key sectors, M&A volume is much more evenly spread. 
The industrials & chemicals sector, which accounted for 
a modest 9% of M&A deal value in 2012 through 2013, 
accounted for more than one-fifth (22%) of deal volume 
during this period; this marks a slight increase from its 20% 
share of deal volume in the 2008 through 2011 period. 
Meanwhile, financial services, which saw its share of deal 
value decrease from 15% in 2008 through 2011 to 12% in 
2012 through 2013, saw deal volume jump from 8% to 
11% over the same period. In fact, the volume of financial 

services M&A deals has been rising steadily since 2009, 
and 2013 represents the highest peak in financial services 
deal volume since 2008.

Since 2009, more than half of CEE deals have had 
undisclosed values, and those with disclosed values 
tend to be below €100m. Given that most of the activity 
taking place in the market is small to mid-cap, paying 
attention to the less headline-grabbing transactions is 
often the best way to track the region’s most prominent 
M&A drivers.

Nowhere is this more apparent than in the financial 
services sector. Many of the deals in this space fly 
below the radar, either because they do not qualify as 
traditional M&A deals or because they have undisclosed 
values. And yet these smaller-scale financial services 
deals highlight two of the most important factors fuelling 
M&A in the foreseeable future: the consolidation of the 
CEE banking sector and the influx of international banks 
into the region.

For instance, in 2013, Italy’s UniCredit Bank merged 
its Slovak and Czech subsidiaries into a single (and re-
named) entity, UniCredit Bank Czech Republic and 
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Slovakia, as part of its commitment to remaining in the 
lucrative CEE region and improving the operations it 
already holds there. 

This interest extends beyond Europe. US-based 
international bank Citi tapped into the custody services 
market by acquiring certain CEE businesses from ING 
Groep. Though the value of this deal was not disclosed, 
its broad scope – it covers all of Netherlands-based ING’s 
custody services business in Bulgaria, Czech Republic, 
Hungary, Romania, Russia, Slovakia and Ukraine, 
including 130 employees and €110bn of assets under 
custody – confirms the appetite for CEE assets among 
large international banks and clearly demonstrates their 
interest in niche financial services businesses in the region. 

The fact that banks like UniCredit, Citi and Santander are 
going out of their way to maintain a presence in the CEE 
region – even while they are struggling to repair their 
own balance sheets and navigating a newly complex 
regulatory environment  – speaks to the market’s unique 

Central and Eastern European M&A Activity,
Split by Value, 2008-2013 
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growth prospects and confirms its strategic importance 
to larger, international businesses.

Regional Focus 
To gain further insight into the region, it is worth taking a 
look at regionally specific trends and drivers. 

Poland
Polish M&A activity has closely mirrored the turbulence 
in the eurozone more broadly, waning in the wake of 
the credit crunch in 2008 and again in 2011 during the 
peak of the sovereign debt crisis. 

Although 2013 got off to a slow start, with mid-
market transactions dominating the M&A landscape,  
dealmaking took off in the last few months of the year: 
comparing Q4 2013 with Q3, deal activity spiked 
more than twofold in volume to 47 deals and saw an 
exponential increase in value from €207m to €5.1bn. 

A major theme this past year was multi-nationals selling 
stakes or full branches of their Polish operations. For 
instance, in Q4 Spanish retail banking giant Santander 
made public plans to sell a 60% stake in its Polish 
consumer finance unit to domestic bank Bank Zachodni. 
The €514m deal increases Bank Zachondi’s assets to 
€28bn and allows Santander to benefit from the target 
company’s local expertise.  

Although M&A in Poland is currently being sustained by 
more organic sources, government moves look likely to 
encourage a steady stream of M&A in the near-term. 
In mid-2013, the Polish government announced tax 
reforms so that companies operating in Poland’s 14 
Special Economic Zones will no longer pay corporate tax 
until 2016, thus incentivising businesses to grow. And, 
although the government’s major privatisation efforts 
have wound down, there look likely to be a few more, 
such as PHN, LOT and Weglokoks, on the horizon.   

Austria
Austria sees a large share of M&A relative to its regional 
counterparts. However, Austria has hit a speed-bump 
in 2013: activity by volume saw a marginal 1% YoY 
decrease to 88 deals, but value more than halved to 
€20.5bn. Activity in the fourth quarter of 2013 was 
noticeably languid, with volume and value at their 
lowest points since 2009. 

Perhaps due to an uptick of distressed situations, there 
was a noticeable amount of inbound activity in 2013 
from both strategic and private equity buyers: of the 
10 biggest Austrian deals of 2013, six saw buyers from 
the US and western Europe. This compares with three 
international buyers of the top 10 in 2012. International 
buyers are likely attempting to take advantage of 
attractive valuations.  

A prime example of international investment into 
Austria was UK-based private equity firm Bridgepoint’s 
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Poland M&A, 2008-2013 
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€585m purchase of AHT Cooling Systems, an 
Austrian manufacturer of commercial fridges and 
coolers. Bridgepoint plans on helping AHT expand 
internationally, particularly into developing markets. 
 
Ukraine
Ukraine is at a critical point in its history: in late 2013, 
the country was rocked by protests concerning the 
Ukrainian president halting plans to sign an association 
agreement with the European Union, and instead 
signing an agreement with Russia. Protestors are looking 
for Ukraine to move closer toward the EU, and farther 
away from its historically close relationship with Russia. 

Activity in Ukraine makes up a much smaller portion of 
CEE activity overall. As the result of a smaller sample 
size, its deal trends are significantly more unpredictable, 
with rises and falls in value the result of outlier large cap 
deals. Despite volume declining by 20% YoY to 41 deals, 
value has increased six times over to €3.1bn over the 
same period. 

TMT has proven to be a fertile source of M&A: the sector 
has generated the three largest Ukrainian deals of 2013. 
In one such instance, the Vetek Group, a Ukraine-based 
conglomerate that acted as a buyer in a number of deals 
over the course of 2013, announced plans to purchase a 
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98% stake in Ukrainian Media Holding for €380m. With 
this transaction, Vetek is seeking to enhance its media 
holdings, and is looking to expand Ukrainian Media 
Holding’s geographical reach into other parts of Ukraine 
and Russia.  

Given Ukraine’s abundance of natural resources, it is 
unsurprising that the energy, mining and utilities sector 
continues to be active. There is sustained interest from 
multi-national energy companies to operate in Ukraine, 
thanks to product sharing agreements (PSAs), contracts 
signed between extraction companies and governments 
to define how much of the product (in this case, oil) each 

will receive. In addition to Shell and ExxonMobil signing 
PSAs, Italy-based ENI and France’s EDF have also 
structured their relationships in Ukraine this way.

Czech Republic, Hungary and Slovakia
Activity in other parts of the CEE is more resoundingly 
positive. Aggregate activity in the Czech Republic, 
Hungary and Slovakia has grown apace in 2013: 
volume rose 21% YoY to 125 deals, and value increased 
180% YoY to €11.4bn. 

Hungary is playing an increasingly important role in 
the region: in 2013 the country saw its M&A volume 

Czech Republic, Hungary and Slovakia M&A, 2008-2013 
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Croatia and Slovenia M&A, 2008-2013 
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increase 60% YoY to 23 deals. Much of this growth has 
been fuelled by the Hungarian government: in 2013, the 
government of Hungary acquired a 49% stake in Granit 
Bank (valued at approximately €9m) and a 67.7% stake in 
commercial bank Szechenyi Kereskedelmi Bank (valued 
at approximately €10m). Both of these purchases reflect 
ongoing efforts to stabilise the Hungarian economy and 
monitor the health of its National Bank.

The Czech Republic is also seeing increasing amounts 
of activity, with a 20% YoY increase in volume to 77 
deals, and a 61% uptick in value to €6.1bn.  Energy, 
mining and utilities deals were dominant in 2013. 
One notable transaction was the sale of one of energy 
company CEZ’s power-plants to Litvinovska uhelna, a 
coal mines operator for €161m. The deal comes as part 
of a deleveraging programme on the part of CEZ started 
in 2012, due to a cartel investigation launched by the 
European Commission in 2009. The deal will also free up 
cash for CEZ to modernise its remaining power plants. 

Of the three countries, Slovakia’s economy is by 
far the smallest. M&A activity is accordingly more 
muted. However, the year saw a handful of large-
cap transactions with international buyers, including 
the €2.6bn sale of GDF Suez and E.On’s 49% stake 
in Slovakia’s utilities group Slovensky Plynarensky 
Priemysel to Czech Republic-based Energeticky. On 
GDF Suez and E.ON’s part, the deal comes as part of a 
broader disposal programme. The deal demonstrates 
the purchasing power of regional energy players, and 
comes as part of a broader trend of higher value Czech 
buyers moving in Slovakia. 

Croatia and Slovenia
An equally encouraging landscape can be found in 
Croatia and Slovenia. Here M&A volume remained stable 
from 2012 to 2013, but deal value increased more than 
seven-fold from €305m to €2.3bn over this time. This spike in 
deal value stems almost entirely from a single transaction 
– the €1.5bn acquisition of Slovenian supermarket chain 
Poslovni sistem Mercator by Croatia-based Agrokor. 

But zooming in on Croatia specifically suggests that 
smaller, more moderately-sized privatisations also played 
an important role in buoying M&A. For example, in 
early 2013 the Croatian Railway Company, a subsidiary 
of the Croatian government, sold a 75% stake in freight 
and public transportation unit HZ Cargo to Romania-
based S.C. Grup Feroviar Roman, a diversified industrials 
group. The deal was valued at €146.4m. The HZ Cargo 
deal adds to a string of other recent privatisations: 
Croatian shipbuilding company Kermas Energija went 
private in 2012 and Croatian trading company Mambo 
went private in 2013, and looking ahead to 2014 shows 
that there are similar privatisations on the horizon for the 
Slovenian market. Assets moving to the auction block 
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this year include Slovenia’s second largest bank, NKBM, 
its leading telecom provider Telecom Slovenije and its 
national airline, Adria Airways, among others. 

South Eastern Europe (SEE)6

M&A in other CEE markets is being fuelled by foreign 
interest in high-growth economies. In SEE countries, M&A 
has increased 30% YoY to 13 deals and increased more 
than tenfold to €1bn. This shift aligns with increasingly 
positive sentiment from the international community, 
especially toward Serbia. Although Serbia is generally 

6  South Eastern Europe (SEE) is defined here by three countries: Albania, Bosnia, and Serbia
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responsible for the bulk of M&A activity in the SEE, it has 
recently seen increasingly high value deals. M&A deals 
in Serbia accounted for 2013’s sizeable uptick in deal 
value, which is due to a single transaction: international 
private equity house KKR’s €1bn Telfonica investment 
marked the firm’s entry into the SEE market via Serbia. 
International interest in Serbia looks set to continue: In 
July 2013, two major players in Europe’s automotive 
scene, Germany’s Daimler and Switzerland’s Emil Frey 
Group, signed a General Distributor Agreement for Serbia. 

There are positive signs in other parts of the SEE as well: 
in Bosnia, for instance, inflows of direct investment in the 
first six months of 2013 amounted to €247m, more than 

double the €115m logged in the first six months of 2012. 
However, activity in Bosnia remains minimal, with only 
one deal tracked in 2013.

The picture in Albania is somewhat less rosy. In Q3 2013, 
the economy contracted 2%, according to Albania’s 
National Institute of Statistics. The new government has 
paused spending on public projects at it assesses levels of 
government debt. Announced M&A activity in Albania 
has also remained muted, with only three deals coming to 
market in the past year. But there are encouraging signs 
elsewhere. The number of project finance transactions 
and development bank loans are on the rise, so there is 
growth bubbling underneath the surface.  

Bulgaria and Romania M&A, 2008-2013 
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Bulgaria and Romania
Bulgaria and Romania constitute a smaller part of CEE 
M&A, but have nonetheless experienced positive trends. 
In 2013, volume rose YoY by 26% to 53 deals, although 
value remained flat at €1.2bn. 

In Romania, activity in several sectors has picked up, 
perhaps most noticeably in financial services. There was 
only one financial services transaction in 2012, but nine 
in 2013. While the majority of this activity was domestic, 
there was interest from international buyers, including 
US-based consumer finance firm DFC Global’s purchase 
of a 93% stake in ATEbank Romania, which offers 
consumer and business banking services, from Greece’s 
Bank of Piraeus. 

The Romanian energy sector missed expectations, with 
only three Mergermarket-tracked deals taking place. 
This was largely due to a change in regulation. In 
mid-2013, the government reduced incentives to the 
renewable energy space. This trend is likely to continue: 
in late December, the government further tightened its 
pro-renewables policy by cutting the number of “green 
certificates” available to renewable producers, because 
too many were perceived to have been issued in 2012. 

Meanwhile, in Bulgaria, movement of multi-national 
firms in and out of the country spurred M&A growth. 
Some of this involved foreign firms looking to exit 
their holdings in the country. This was the case in the 
Netherlands’ Achmea announced sale of Interamerican 
Bulgaria Life Insurance to Euroins Insurance Group. 

But Bulgarian holdings proved attractive to a number 
of multi-nationals. In a €717m deal, Norwegian 
telecommuniactions operator Telenor purchased Cosmo 
Bulgaria. The transaction enables Telenor to enhance its 
position within Bulgaria by expanding its customer base.   

Outlook for 2014
The outlook for M&A in the CEE is a positive one. It seems 
as though a similar pattern of dealmaking will continue 
in the near-term. The most active sectors in volume 
terms (industrials & chemicals and TMT) during 2013 
are precisely the sectors that are expected to generate 
the bulk of the CEE region’s M&A activity in the near 
future. According to Mergermarket’s Heat Chart, which 
logs the number of “company for sale” stories announced 
over the past six months, the consumer and industrials 
and chemicals sectors – the busiest by volume over 2012 
and 2013 – are both generating the highest volume of 
potential M&A targets. 

There is clearly no uniform approach to understanding 
the complex and variable M&A landscape of the CEE 
region. The specific circumstances of individual countries 
will undoubtedly influence M&A levels differently. While 
the outlook for M&A in countries like Croatia might be 
boosted by privatisation activity, the outlook for a 
country like Ukraine, where deal volume declined 20% 
from 2012 to 2013, is far less certain. Ongoing tensions 
stemming the country’s trade relationships with Russia 
and Europe could cause risk-averse investors to avoid 
M&A in the country until the political situation stabilises. 
And foreign investors might be wary of entering a market 
where transparency issues are sometimes a concern. To 
reap the benefits and avoid the risks associated with 
CEE M&A going forward, understanding the nuances of 
individual CEE markets and looking beyond the top-tier 
public deals will be critical. Taking this approach will 
also provide a more detailed, realistic outlook for what to 
expect from CEE deal flow throughout 2014.

The Mergermarket Heat Chart is based 
on “company for sale” stories tracked by 
Mergermarket over 09/07/2013 to 09/01/2014.
Deal opportunities are captured according 
to the dominant geography and sector of the 
target company.
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•	 Austrian Law Firm of the Year, 2013, 2012, 2011, 2010 & 2009 (Who’s Who Legal, IFLR - International 
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Founded in 1957, Wolf Theiss is one of the leading European law firms in Central, Eastern and South Eastern 
Europe with a focus on international business law. With 340 lawyers in 14 offices located in Albania, Austria, 
Bosnia and Herzegovina, Bulgaria, Croatia, Czech Republic, Hungary, Poland, Romania, Serbia, Slovakia, 
Slovenia and Ukraine, Wolf Theiss represents local and international industrial, trade and service companies, 
as well as banks and insurance companies. Combining law and business, Wolf Theiss develops comprehensive 
and constructive solutions on the basis of legal, fiscal and business know-how.
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CONTACT
Albania Sokol Nako Eurocol Center, 4th floor  

Murat Toptani Street
AL-1001 Tirana

Tel: +355 4 2274 521
tirana@wolftheiss.com

Austria Horst Ebhardt
Dieter Spranz

Schubertring 6
A-1010 Wien

Tel: +43 1 515 10
wien@wolftheiss.com

Bosnia and
Herzegovina

Sead Miljkovic Zmaja od Bosne 7
BiH-71 000 Sarajevo

Tel: + 387 33 953 444 
sarajevo@wolftheiss.com

Miroslav Stojanovic Jovana Ducica 52
BA-78000 Banja Luka

Tel: + 387 51 921 500  
banja.luka@wolftheiss.com

Bulgaria Anna Rizova Rainbow Center
29 Atanas Dukov Street
BG-Sofia 1407

Tel: +359 2 8613 700
sofia@wolftheiss.com

Croatia Luka Tadic Colic Eurotower, 19th Floor
Ivana Lucica 2a
HR-10 000 Zagreb

Tel: +385 1 4925 400
zagreb@wolftheiss.com

Czech Republic Tomáš Rychlý Pobrežní 12
CZ-186 00 Praha 8

Tel: +420 234 765 111
praha@wolftheiss.com

Hungary János Tóth Kálvin tér 12-13,
Kálvin Center, 4th floor
H-1085 Budapest

Tel: +36 1 4848 800
budapest@wolftheiss.com

Poland Siegfried Seewald ul. Mokotowska 49
PL-00-542 Warszawa

Tel: +48 22 378 8900
warszawa@wolftheiss.com

Romania Ancuta Leach Bucharest Corporate Center 
(BCC), 58-60 Gheorghe Polizu 
Street, Floor 12-13, Sector 1
RO-011062 Bucuresti

Tel: +40 21 308 8100
bucuresti@wolftheiss.com

Serbia Miroslav Stojanovic PC Ušce
Bulevar Mihajla Pupina 6
SRB-11070 Novi Beograd

Tel: +381 11 330 2900
beograd@wolftheiss.com

Slovak Republic Luboš Frolkovic Laurinská 3
SK-811 01 Bratislava

Tel: +421 2 591 012 40
bratislava@wolftheiss.com

Slovenia Markus Bruckmüller Bleiweisova cesta 30
SI-1000 Ljubljana

Tel: +386 1 438 00 00
ljubljana@wolftheiss.com

Ukraine Taras Dumych 5, Spaska St. 
UA-04070 Kiev

Tel: +38 044 3 777 500
kiev@wolftheiss.com
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ABOUT MERGERMARKET

Mergermarket is an unparalleled, independent mergers & 
acquisitions (M&A) proprietary intelligence tool. Unlike any other 
service of its kind. Mergermarket provides a complete overview of 
the M&A market by offering both a forward-looking intelligence 
database and a historical deals database, achieving real revenues 
for Mergermarket clients. 

For more information please contact:

Karina Ross
Head of Sales, Remark EMEA
The Mergermarket Group

+44 (0)20 7010 6324  
karina.ross@mergermarket.com 

Remark, the events and publications arm of The Mergermarket 
Group, offers a range of publishing, research and events services 
that enable clients to enhance their own profile, and to develop 
new business opportunities with their target audience. 

To find out more please visit  
www.mergermarketgroup.com/events-publications/
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