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1. Executive Summary

= The economic growth of the Republic of San Mariranf the end of the Second World War

to the present day has been sustained by the ¢geweld of the non-financial private enterprises
which have managed to turn the fact that they@ratéd in the Republic to their advantage. The
central nature of this role also appeared durieg2®09 crisis, when the drop in GDP by over 12

percentage points produced, as its main resulslthmep in production suffered by non-financial

private enterprises. Graph 1.1: Average yearly change in employment
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economy most have been, from the post-war yea@0®, manufacturing, from 1990 to the
present, the sector of services to companies amdt@rindividuals and over the past 10 years,

the financial sector.

= Before 2009, the economic-financial solidity of Alamancial private enterprises was such as
to allow them to absorb the first part of this i&isvith a significant reduction in operating

margins, while at the same time safeguarding enmpdoy levels. In other words, the companies
that form the supporting framework of San Marinet®nomy came to the appointment with the
2009 crisis in good competitive shape. This enaliedn to reduce the effects of the slump in
international demand and the consequent increasempetition, and to maintain, as regards the

average of the companies analysed, a still posgidamomic-financial situation.

= The sector that has most suffered the slump innatenal demand is the manufacturing
industry (excepting the food sector). The reductioproduction levels has however only in part
translated into a drop in capacity to produce ineam the part of the companies operating in the

sector, which, despite the crisis, continue to ldelfield in our Republic in terms of earning



power. The economic downturn has however worsemedlready critical situation in the Hotel

and Restaurant sector, which has shown a los®ilash four business years.

= The only sector to record a growth in the valugpadduction has been the food industry,
though it failed to combine this with a positiverfeemance in terms of profitability. This figure,
along with the heterogeneity of the results ofittddvidual companies in the sector, would seem
to point to the application of very aggressive @qolicies during the course of this last year.

= Looking at the distribution of profitability of San Graph 1.2: Distribution of ROE in 2009
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economic operators have been forced out of

market during the course of this year, which geesonfirm the difficulties in tackling the crisis

and the new challenges launched by the economy.

= In terms of employment figures, the effects of tthewnturn did not bring about any
significant increase in the employment levels rdedrin 2009, but did result in an increase in
cases of Special Economic Indemnity, use of Temgddmemployment Benefits and in a drop
in the number of cross-border workers. It is vakelly that, unless there is a fairly strong
recovery in the near future, unemployment will teéndgrow substantially, in relation to the

weakening supporting effects of social safety valve

= In 2010, the international demand crisis was joir®d an institutional political crisis
concerning relations with Italy. This second cridiy superimposing itself on the other and,
above all, because of its external nature whictricgs the possibility of independent reaction on
the part of companies, is at the centre of thefrceon inasmuch as they see it as a big threat to
their very survival. From the results of the surnay confidence levels carried out by the
Chamber of Commerce in October of this year, 388%e companies interviewed did in fact

state having had problems with Italian customersuppliers. This critical situation had already



been underscored by the answers to the surveyedantt on a sample of companies when the

[talian incentive decree came into effect.



