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LONDON ( Standard & Poor's) March 2, 2007--Standard & Poor's
Ratings Services said today it assigned its 'AA" senior
unsecured debt rating to the Republic of Slovenia's
proposed i naugural euro-denom nated donestic benchmark
bond. The issue is for €1 billion, maturing in 2018. At the
same tine, Standard & Poor's affirned its 'AA" long-term
and ' A 1+ short-term sovereign credit ratings on the
Republic of Slovenia. The outl ook is stable.

"Slovenia's very strong credit standing reflects the
country's healthy econom c prospects and the governnment's
tight control over fiscal accounts,” said Standard & Poor's
credit analyst Ana Mates. "It also reflects the
government's inpressive achievenent in reducing inflation
to within the Maastricht treaty target for EMJ entry."

Sl ovenia was the first of the EU s 2004 cohort of new
nmenber states to accede to EMJ, thus shielding the
sovereign from potential bal ance- of -paynents pressures.

The governnent's commitnent to fiscal prudence
resulted in a better outcone than budgeted in 2006, with
the general governnent deficit at 1.2%of GDP. In addition,
the debt burden is relatively stable, at 28% of GDP. This
performance augurs well for Slovenia' s prospects within the
currency union

Sl oveni a's growt h rates have averaged 4.5% si nce 2004,
while its current account deficit of around 2.0% of GDP in
2006 conpares favorably with those of nobst peers and



denonstrates the conpetitiveness of the Slovene econony.
Neverthel ess, in the context of a currency union, increased
productivity and wage and | abor market flexibility becone
nore inportant to maintain conpetitiveness.

The ratings on Slovenia remain constrained by its
hesi tant approach to the reforns necessary to underpin
further growth wi thout jeopardizing the fiscal stringency
of recent years. Wth GDP per capita at just above 60% of
the " AA" nedian in 2006, a process of real convergence is
of paranount i nportance.

"l mprovenents to Slovenia' s conpetitiveness and
conti nued econom c restructuring, which in turn support the
process of convergence to ' AA" nedian inconme |evels, would
be key drivers of long-terminprovenents in the rating,"”
said Ms. Mates. "Conversely, the ratings could come under
pressure if the budget bal ance deteriorates significantly,
especially given the inperative for fiscal discipline in a
currency union."



