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ENERGY CRISIS IN THE CEE SPACE

	→ The energy crisis is a major challenge for the CEE economies. So far, the growth in energy prices has affected each 
of the countries. The situation of Poland and Czechia is the most complicated due to share of coal, oil and gas in the 
policy mix (Figures 1 and 2). This CEE Monthly Monitor examines the potential problems related to German manufac-
turing, as well as policies, which prevents the rise of energy prices.

	→ The CEE countries are highly dependent on German manufacturing due to the export of intermediate goods. Hungary, 
Slovakia and Czechia are the most dependent on exports, which generate around 8-9% of their GDP. German manu-
facturing also generates 1.5-3.5% of final demand in the CEE countries. We describe the export flows between the CEE 
countries and Germany, as well preparation for the gas crisis in the section CEE manufacturing vulnerable to gas crisis. 

	→ The CEE governments have proposed different fiscal policies to counteract rising energy prices. Poland and Hun-
gary are limiting the increases by reducing taxes, along with support for households and energy companies. Czechia 
and Slovakia provide lower support focused on the latter. The proposed policies are discussed in the section Fiscal  
response to energy crisis. The situation is relatively dynamic; the article is based on the information available on 8 August. 

	→ Higher interest rates are incentivising saving in the CEE economies. There has been a significant increase in the in-
terest on households’ term deposits. This will lower inflation as liquidity is drained from the market. We describe the 
changes in money holdings in the section CEE consumers are increasing their savings.

	→ Globally, energy and climate shocks are becoming more harmful for financial stability. We present a review of the litera-
ture on the potential fiscal response in the section Climate change vs fiscal rules – a discussion.
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The gas crisis in the Eurozone is likely to have a sig-
nificant impact on the CEE economies. CEE coun-
tries are strongly dependent on German manu-
facturing due to the export of intermediate goods 
(Fig. 1). Hungary, Slovakia and Czechia are the 
most dependent on exports, which generate 
about 8-9% of their GDP. In Poland, this is around 
5% of GDP. Romania and Bulgaria’s dependence is 
limited (2-3% of GDP).

German manufacturing also generates 1.5-3.5% 
of final demand in the CEE countries. A collapse in 
production in energy-intensive industry in Germany 
would lead to the strongest economic slowdown 
in Hungary. The losses in the other states should 
amount to around 2-3% of GDP (Fig. 2). 

The fears about deliveries from Germany are 
related to risk of natural gas shortage Gazprom 
has severely reduced gas supply via Nord Stream. 
First to 40% in June, and then to 0, due to a techni-
cal break in July. currently, only 20% of capacity is 
being used. Supply via Nord Stream 1 amounts to 
about 38% of Russia’s gas imports to the EU and 
15% of the EU’s total gas imports. Germany is in the 
worst situation. 

Energy rationing will demolish the German econ-
omy. The Bundesbank estimates the cost at 5.1% 
of GDP next year. The chemical industry, which 
constitutes 10% of all German manufacturing, will 
be hit the hardest. The German Chemical Industry 
Association (VCI) points out that just 0.5% of the 
energy sector’s consumption can be replaced by 
coal or oil. Therefore, the DIW Berlin Institute warns 
that the work of several industry lines will come to 
a halt. Germany is the CEE’s largest trading part-
ner for chemicals and machinery. It accounts for 
around 20% of total sectoral imports. The transport 
industry generates both strong imports of interme-
diate goods and final demand in the CEE countries.

German and CEE manufacturing companies are 
increasing gas storage to prevent shortages. 
Currently, Germany’s storage facilities are 72% full. 
At current consumption, the reserves are enough 
to cover around about two months of activity. Giv-
en that Germany consumes energy four times the 
volume of its storage facilities, remaining imports 
would be diverted to current consumption. Imports 
from other countries mean logistical difficulties; 
it would also be necessary to substitute gas with 
other sources of energy. This could contribute to 
simultaneous shortages and a strong increase in 
the price of energy commodities in Europe. The ex-
tent to which gas storage facilities are filled varies. 
In Poland, they are 99% full, although, as shown in 
Chart 3, there would only be enough gas for 57 days, 
while in Slovakia, the level is just 70%, but these re-
serves would last as long as six months.
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The CEE governments are responding differently 
to rising energy prices. Poland and Hungary are 
limiting increases with tax cuts (e.g. VAT – Fig. 1.) and 
support for companies. Czechia and Slovakia are 
providing moderate support focused on the energy 
companies.

Relatively large support is visible in Poland (Fig. 2). 
From January, the government reduced the VAT rate 
for electricity from 23% to 5% and that for natural 
gas and heating from 23% to 8%. The excises tax on 
fuel in Poland has been lowered to the lowest pos-
sible level. The estimated cost of this solution is 
approximately PLN 30 billion (slightly above 1% of 
GDP). The lower rates are likely to remain in place in 
the coming months; we expect a return to the stand-
ard levels in 2024. 

Simultaneously, the Polish government is provid-
ing generous support for the households; in Feb-
ruary, it ranged from PLN 400 to 1150 (EUR 85 to 250) 
per household. The final amount was based on eli-
gibility criteria, including family size and income per 
person. From October, the government will imple-
ment a new solution, which aims to subsidise peo-
ple heating their homes themselves. The amount of 
support will vary depending on the fuel type, from 
PLN 500 to 3000 (EUR 110 to 650). The total cost of 
support should amount to PLN 11.5 billion (0.4% of 
GDP). Poland plans to subsidise energy companies. 
So far, the government has announced a PLN 9 bil-
lion (0.3% of GDP) bailout for heating companies. 
However, support for electricity and gas suppliers 
cannot be ruled out. 

The Hungarian government has based its poli-
cy on price caps and windfall taxes. The policies 
were described in detail in the June edition of the 
CEE Monthly Monitor. Since then, the Hungarian par-
liament has extended the fuel price cap at HUF 480 
(1.2 EUR) per litre and limited the amount of gas and 
electricity that can be consumed below the cost of 
production. The total cost of the support has not 
been disclosed so far. 

Slovakia is attempting to freeze energy prices un-
til 2024. According to the energy operator, total aid 
should amount EUR 850 million (0.8% of GDP). So far, 
the sources of financing are unknown. The govern-
ment dropped a previously-planned windfall tax. 

Czechia’s government has proposed modest 
support. After a relatively short waiver in 2021, VAT 
returned to the standard level (21%). The govern-
ment announced a fiscal package in July that should 
amount CZK 30.5 billion. This is approximately 0.5% 
of GDP. Support will mainly go to energy compa-
nies. The direct subsidy per household is CZK 2000  
(approximately EUR 82), 8 times lower than prom-
ised initially. The Czech government is considering 
nationalizing the CEZ company to control energy 
prices more directly. 
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Higher interest rates are incentivising savings. 
Over the past year, centrals banks have raised their 
rates rapidly. The higher rates have led to a signifi-
cant increase in interest on households’ term de-
posits. This will lower inflation as liquidity is drained 
from the market. 

Deposits rates are presently high. For instance, 
in Poland, the average interest on new term de-
posit has risen from 0.2% to 4.6% in a year. Cur-
rently, large banks in CEE offer up to 5.0-6.5% on 
new deposits. 

Therefore, households are disposing of cash. The 
M1 aggregate, which describes the cash and short-
term deposit. The fall has been sharpest in Poland 
(-5.3% qoq), with modest decreases in Hungary 
(-1.5%) and Czechia (-1.2%), and no change in Ro-
mania (+0.1%). Slovakia remains the exception with 
an expansionary monetary conditions, as the M1 ag-
gregate recently rose by 1.3% qoq. 

The largest decrease in cash in Poland is related to 
increase in retail bond holdings. The government 
has introduced new, high-yield bonds. The coupon 
payment depends on the NBP policy rate or inflation-
adjusted yield. In addition, Polish consumers are 
move money into long-term deposits. The central 
bank indicates that term deposits have increased 
by 29% yoy. Most of the growth in savings has oc-
curred over the past two months; term deposits 
rose from PLN 169 billion in April to 207 billion in June.

Money is being moved from on-demand to term 
deposits in other CEE states, too. The difference 
between monetary aggregates M3 and M1 describes 
the amount of money placed in long-term deposits. 
This share has increased significantly over the past 
year in Czechia (+8.0 pp), Poland (+5.7 pp) and Hun-
gary (+4.9 pp). The two countries lagging behind 
are Slovakia and Romania, each of them for a dif-
ferent reason.

In Slovakia, 88% of broad money (M1-to-M3 ratio) is 
currently available on demand. This is the highest 
share in the V4 countries. The incentives for savings 
are limited due to Slovakia being dependent on the 
European Central Bank’s low policy rate.

In Romania, the M1-to-M3 ratio is constantly below 
V4 results. Only 71% of broad money is available on 
demand, compared to the V4 average of 84%. This 
is due to the different pension scheme. Currently, 
mandatory savings and the multi-pillar pension sys-
tem plays a significant role in the Romanian econ-
omy. This means that savings are higher and less 
affected by the business cycle dynamics.

Higher savings will support the struggle against 
inflation. Bruegel (2021) points out that a decrease 
in the M1 aggregate plays a significant role in bring-
ing down high inflation. More attractive saving op-
portunities are incentivising households to post-
pone their spending. 
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CLIMATE CHANGE VS FISCAL RULES – A DISCUSSION

Climate change is increasingly affecting different areas of our lives. There is also a consensus that climate shocks are 
damaging financial stability and will be a major challenge in this area in the coming years. The costs associated with miti-
gating climate change will increase. Therefore, it seems reasonable to ask how to adapt the current fiscal rules, balancing 
public spending and tax revenues with the challenges that governments around the world will have to face. Discussion and 
research in this area is a relatively new and developing area of interest. Below are the most important conclusions from 
the literature. 

Risks to financial stability from climate change can be divided into physical and transition risks. The value of financial 
assets/liabilities could be affected either by the actual or expected economic effects of a continuation in climate change 
(physical risks), or by adjustment towards a low-carbon economy (transition risks; FSB, 2020).

Studies on the Middle East and North Africa (17 MENA countries), where extreme temperatures are already a major chal-
lenge, prove that temperature changes negatively affect the state budget and increase public debt. The average temperature 
reduces the fiscal balance by 0.3% and increases debt by 1.87%. Projecting temperature and precipitation from 2020 to 
2099, the researchers estimate a significant decrease in the fiscal balance (7.3%) and an increase in public debt: 16% be-
tween 2060 and 2079 and 18% between 2080 to 2099. In the short term, a 1°C increase in the average temperature reduces 
the fiscal balance by 0.04% (Giovanis, 2022).

Climate-related threats are currently one of the European Union’s main priorities. The EU has set the ambitious goal of 
a 55% reduction in greenhouse gas emissions by 2030, compared to 1990, and zero net emissions by 2050. In view of these 
ambitious targets, additional green investments will have to be financed at least in part by debt. This will certainly require 
changes in the financial rules. The experience of recent years has shown that current compliance with fiscal rules can block 
public investment (Lerven, 2022). After 2008, aggregate public investment in the Eurozone declined sharply, from 7.2% 
of total spending in 2008 to a low of 5.4% in 2016, and has remained low. In countries such as Italy and Spain, the share of 
investment in total public spending has collapsed over the past 15 years (www1). 

Therefore, in view of the challenges ahead, the need for change and a more flexible approach is increasingly being 
discussed. One of the elements is the green golden rule – allowing green investments to be financed from deficits, which 
would not be covered by fiscal rules. This would provide an incentive to undertake them, as these investments would be 
exempt from consolidation requirements (www2) (Pekanov, 2020). In the report The role of fiscal rules in relation with the green 
economy, the authors propose to include an exemption clause for green public investment in the current flexibility clauses 
of the Stability and Growth Pact. This would have the advantage of being relatively easy to implement. It would, however, 
further complicate an already complex set of fiscal rules and would not ensure that member states invest the necessary 
amount in making their economies green. Another proposed solution would involve the European Commission estimating, 
and the Council recommending, country-specific benchmark percentages of public spending that should be allocated to 
green public investments (Pekanov, 2020).

It seems reasonable to assume that, in the face of climate change, investment in green energy will be a growing priority. 
It will also lead to changes in the approach to the framework of fiscal rules. These will have to be more flexible and treat 
green investments differently, taking into account that negligence in this area would be much more costly in the long run.
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