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Prime Minister Robert Fico will continue to benefit from his party's outright majority in

parliament, which has eased the policy formation and implementation process. While

this is positive for political stability in the short term, it does not provide much space for

consensus politics, with Fico's tax and welfare reforms likely to keep investors cautious.

Fico's failed bid for the presidency in March 2014 is a sign of growing voter wariness of

single-party rule and mainstream political parties, with general elections in 2016 unlikely

to give the ruling party another outright parliamentary majority.

Although Slovakia has been released from the European Commission's Excessive

Deficit Procedure, the government will have to maintain a relatively tight fiscal stance in

light of rising public debt loads and looming constitutional debt brakes. However, we

believe Slovakia is on a sustainable fiscal trajectory with few risks to its solid sovereign

credit profile.

The short-term economic outlook has brightened as export growthled growth of the

previous years is beginning to translate to a visible pick-up in domestic demand. We

expect domestic demand growth to remain robust, driving growth in the coming years.

The current account will remain in surplus over the medium term, even as economic

growth becomes increasingly weighted towards domestic demand.
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