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Table 3: Composition of Stocks of Foreign Assets in the CEE Countries 

  1995   2004  

 
Equity+FDI Debt 

Reserve
s Equity+FDI Debt  

Reserve
s 

% % % % % % 
       
Czech Republic 3.6 49.1 47.4 9.3 47.0 41.3 
Estonia 6.8 44.3 48.9 21.5 57.6 20.6 
Latvia 14.3 57.2 28.6 3.2 75.5 20.7 
Lithuania 0.4 37.2 62.4 6.3 45.8 47.9 
Bulgaria 2.0 75.7 22.3 -0.2 41.3 58.8 
Hungary 1.0 17.7 81.2 15.9 40.1 38.1 
Poland 1.8 48.7 49.5 4.8 49.1 46.1 
Romania 1.7 77.2 21.1 1.4 31.4 67.3 
Slovak Republic 9.5 57.7 32.8 8.9 32.1 59.0 
Slovenia 7.5 66.0 26.6 17.1 42.5 40.4 
       
CEE-Fast group  6.3 47.0 46.8 10.1 56.5 32.6 
CEE-Gradual group  4.0 57.2 38.9 8.0 39.4 51.6 
              

Source: Authors’ calculations based on the dataset from Lane and Milesi - Ferretti (2006). 

4. CAPITAL FLOWS: PATTERNS AND DETERMINANTS 

As shown in the previous section, net capital flows to the CEE countries have been on 
a rising trend since the early 1990s. Unlike that in other regions (Asia and Latin 
America) the surge in capital flows in these countries has been associated with large 
current account deficits. Tables 4A and 4B report the average deficits in relation to 
GDP in the years 2000-2003 and 2004-2006. Estonia and Latvia stand out with deficits 
exceeding eight percent of GDP, Lithuania and Hungary follow with deficits of 5.6 
percent of GDP and the Czech Republic with 5.1 percent. While the Czech Republic’s 
current account deficit has not been supported by high real GDP growth rates in recent 
years, it has been accompanied by a high investment rate. Only Slovenia, the first 
country in this group to join the Euro area, has kept its current account close to balance 
on average in recent years. Most new member states experienced sizeable real 
appreciations15 of their currencies in recent years (see Figure 10). Thus, their large 
current account deficits are not an indication of weak currencies; instead, they reflect 
the large capital inflows these countries have attracted in recent years. 

                                                 
15 Von Hagen and Traistaru-Siedschlag (2006) discuss in detail the extent and causes of real currency 

appreciation in the new EU member states.   


