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1 Czech economy grew by 0.3% q-0-q and by 2.5% y-o-y in the Q2 of 2014.

5 The volume of the CR’s GDP has grown by over 500% in nominal terms since November 1989 and
while in 1992 it was worth CZK 672bn, now it is over CZK 4,000bn.

6 Investments in environment protection in the CR grew by 5% y-0-y to CZK 27.1bn last year, the

highest figure since 1999. While companies increased their investments in environment protection
by one third, or CZK 4.5bn, to CZK 17.8bn last year, environmental investments in the public sector
decreased by about CZK 3bn to CZK 9.3bn.

8 The Government approved the Ministry of Transport’s plan on launch of about 200 transport
constructions valued at about CZK 233 bn. The Ministry wants to launch them by 2016.

The European Commission (EC) approved a subsidy scheme of 16bn pounds (CZK 558.3bn) from
the British government for the construction and operation of Hinkley Point nuclear power plant
that should be built by French energy company EDF. According to the announcement, EC found
out that the revised subsidy plan is in accordance with the EU rules on state support. The project
should be the first nuclear power plant construction since the accident in Japanese Fukushima in
2011.

The unemployment rate in the CR decreased by 0.1%age point m-o-m to 7.3% in September.

12 According to CTK and confirmation of CEO of Westinghouse CR, Westinghouse has offered to
co-finance the construction of new nuclear sources in the CR. Westinghouse's offer has also been
confirmed to CTK by the ministries of finance and industry. Westinghouse already uses similar
models in Bulgaria and Britain.

17 The Finance Ministry has proposed in the new law on proving the origin of property that the

powers of tax authorities be increased so as they can analyze the value of property in relation to a

tax return.

19 The CR’s state debt increased 10 times to CZK 1,680bn from the country’s setup in 1993 to the
end of 2013.

22 The average interest rate on mortgage loans in the CR continued to fall in September, dropping to
2.54%, the lowest level since 2003.

23 The Czech Senate approved the introduction of a reduced, 10% VAT rate on books, medicines

including veterinary medicines and baby food as of next year, as was expected.
Czech industrial developers largely complain about an excessive bureaucracy and a long approval
process for development projects, which allegedly discourages foreign investors

24 The Finance Ministry in its new macroeconomic forecast worsened its GDP growth estimate for

this year to 2.4% due to the revisions of economic growth for the previous quarters downwards.

1 Y-0-y year-on-year; Q-o-q quarter-on-quarter; M-o-m month-on-month; Q — Quarter; H — Half of year; CR Czech
Republic



Nov Life expectancy has distinctly improved in the CR in the past 25 years, by about 7 years for men

1 and 6 years for women, to more than 75 years and more than 81 years, respectively.

2 The Czech government’s draft energy concept is based on nuclear energy and coal sources, and is
not in favor of gas power plants and a big support to renewable energy, Industry and Trade
Minister Jan Mladek said.

3 The CR’s state budget deficit increased to CZK 45.4bn in October from September’s CZK 34.4bn.

A BN 1)

(1) According to the estimate, the gross domestic product (GDP) for the Q3 2014 adjusted for price effects
and seasonally adjusted increased by 2.3%, year-on-year, and in the q-on-q comparison by 0.3%. Positive
development of the economy and gross value added formation was mainly influenced by manufacturing
that continued in its recovery. Successful were especially manufacture of transport equipment, rubber
and plastic products. Unemployment rate decreased by 0.2 to 7.1% in October, showing y-o-y decrease of
0.5%. Industrial production markedly increased in September y-o-y and external trade grew y-o-y both
in exports and imports. The year-on-year increase in consumer prices amounted to 0.7% in October,
0.2% m-o-m.

(2) Exchange rate remains slightly above CZK 27.5/EUR. 10-year Government bond yields slightly above
1.0%.
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An October poll of the CVWWM? institute showed a bigger satisfaction with post-Communism. In it, 2/3
of Czechs and 58% of Slovaks said the social change in 1989 was worth the efforts.

In the context of other historical events, Revolution in November 1989 is seen as one of the most
positive, which other CVWM'’s surveys also confirmed. Only the First Czechoslovak Republic is
perceived similarly favorably, because both events are clearly or rather positively perceived by about
3/5 of the population in the Czech Republic*. Smaller, but still significant proportion of the population
perceives positively also establishment of the independent CR, the CR's entry into NATO, the
formation and activity of Charter 77 and the Prague Spring. On the contrary, Czechs consider the
Protectorate of Bohemia and Moravia and February 1948 to be dark time points of history (negative
rating 75%, respectively 60%).

Compared with the population of Slovak Republic’, both the First Czechoslovak Republic (CR 62%; SR
53%) and November 1989 (CR 61%; SR 51%) are more favorably perceived in the CR, as well as entry to
NATO (CR 43%; SR 36%). On the contrary, the establishment of independent state (CR 47%; SR 58%) and
accession to the EU® are better perceived by the population of SR (CR 35%; SR 51%).

! CTK, 16 November 2014: Most Czechs, Slovaks dissatisfied with post-Communism - poll

2 CTK, 16 November 2014: Czechs benefited from Czechoslovakia's end - Slovaks in poll

* CVVM: Public Opinion Research Centre, research department of Institute of Sociology of the Academy of Sciences of the Czech Republic
* CR: the Czech Republic

® SR: the Slovak Republic

® EU: the European Union



Graph 1 & 2: What is your evaluation of the following events or periods of our history? (CVVM Institute)7

Graph 1: Evaluation of events in the CR Graph 2: Evaluation of events both in the CR and the SR

Czechoslovak Republic CR: Czechoslovak Republic

November 1989 SR: Czechoslovak Republic

Establishment of the CR CR: November 1989

CR's entry to NATO SR: November 1989
Charter 77 Establishment of the CR
Prague Spring Establishment of the SR
CR's accession to the EU CR's entry to NATO
70's and 80's of 20th century SR's entry to NATO
February 1948 CR's accession to the EU

Protectorate SR's accession to the EU
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Perception of pre-November economic system is not as critical as perception of the political system.
Current economic reality affects very strongly the evaluation of the current system, which is perceived
quite negatively. However, instead of the economic system assessment, living standards and
economic possibilities of households are most likely evaluated. Therefore, the economic system gets
even worse assessment in the SR, where the situation is probably more burdensome. However, future

outlook is somewhat more optimistic, similarly to the political system.

Graph 3-6: Assessment of conditions before November and today (CVVM Institute)

Graph 3: Assessment of conditions in the CR Graph 4: Assessment of conditions both in the CR and the SR
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Graph 5: Assessment of political system Graph 6: Assessment of economic system

CR: Prior to November 1989 CR: Prior to November 1989

SR: Prior to November 1989 SR: Prior to November 1989
After 10 years of the CR After 10 years of the CR
After 10 years of the SR After 10 years of the SR
CR: At present CR: At present

SR: At present SR: At present

0%  20% 40% 60% 80% 100% 0%  20% 40% 60% 80% 100%
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The political system before 1989 is seen rather negatively, this is especially true for the Czech

7 First Czechoslovak Republic: 1918 — 1938; Protectorate of Bohemia and Moravia: 1939 - 1945; Prague Spring: 1968; Establishment of the
independent Czech Republic: 1993; Establishment of the independent Slovak Republic: 1993; CR's entry to NATO: 1999; SR's entry to NATO:
2004; CR's accession to the EU: 2004; SR's accession to the EU: 2004



population, or at least not positively (CR 16%; SR 23%). Citizens of both countries are also critical of the
current regime, mainly due to their attitude to the current political situation and the politicians.

Overall change of regime is perceived mostly positively by people in both countries, when 2/3 of Czech
(66%) and almost 3/5 of Slovak (58%) citizens inclined to the view that the change of social system was
worth it. The tendency of the population of the CR to hold a positive attitude towards the present

regime is increasingly manifested even in this case.

Graph 7 & 8: Change of social system was worth it (CVVM Institute)

Graph 7: Evaluation of events in the CR Graph 8: Evaluation of events both in the CR and the SR
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The perception of the so-called "winners" and "losers" after the change of the political system is
relatively consistent in both countries. Gains are credited to entrepreneurs (CR 87%; SR 72%), dissidents
(CR 77%; SR 63%), experts (CR 62%; SR 47%), believers (CR 60%; SR 57%) and young people (CR 58%;
SR 54%), with a stronger belief in the profits of these groups in the CR.

Also, the perception of losses is similar in both countries. Losses are attributed to farmers (CR 41%;
SR 58%), Communist party officials (CR 52%; SR 48%), laborers (CR 48%; SR 53%) and older people
(CR 55%; SR 62%). Quite serious is the belief that among the losers are also included hardworking,
decent and honest people (CR 37%; SR 51%), and this belief is stronger in the SR than in the CR.

Graph 9 & 10: Changes resulted in a gain or a loss for...? (CVVM Institute)

Graph 9: Changes resulted in a gain for Graph 10: Changes resulted in a loss for
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According to another poll conducted by the Median® polling institute, the post-Communist
developments since 1989 have not met the expectations of 54% of Czechs and 70% of Slovaks.

People in both countries are mainly disappointed over social uncertainty, unemployment, poverty and

® Median: MEDIAN is an independent Czech company performing market, media and opinion poll research



also politics and quality of democracy. The post-Communist developments fulfilled the expectations of
27% of Czechs, while 4% of them said they were better than their expectations. In SR 22% said their
expectations had been met and 1% said the situation was even better.

The poll has revealed that town residents, people with income over CZK 20,000 a month and with
higher education tend to be more optimistic than the rest. Leftist voters or those who do not come to
the polling stations tend to be less optimistic in the CR. In SR, economically active people and those
earning at least €800 a month are rather satisfied with the post-Communist developments.

Some 36% of Czechs and almost 1/2 of Slovaks said social uncertainty and employment were the
reasons for their disappointment. 1/5 of Czechs and 19% of Slovaks agree with the view that the
situation has worsened since 1989.

3/5 of Slovaks, but only 1/4 of Czechs believe that the CR benefited more from the split of
Czechoslovakia in 1993. Roughly 1/5 of the two countries' population believes that SR benefited more
from Czechoslovakia's division. Almost 1/2 of Czechs, but only 1/10 of Slovaks believe that both
countries benefited from it equally.

The view that the CR benefited more by the division of Czechoslovakia is held by 58% of Slovaks and
26% of Czechs. The view that both countries benefited equally is shared by 47% of Czechs and 10% of

Slovaks.



