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4. MANAGEMENT

4.1. INTERNATIONAL RESERVES:
LEVEL AND MANAGEMENT

During 2006, international reserves increased
by 40% over 2005. In absolute terms, the growth
of reserves reached about $310 million. As a
result, at the end of the year the level of inter-
national reserves increased to US $1,071 million.

Chart 4.1
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4.2. HUMAN RESOURCE POLICIES

[ Human Resource Policies ]

During 2006, the personnel management poli-
cy of the Central Bank of Armenia was aimed at
promoting the core activities of the CBA by means
of management schemes and catering to the
social and professional development needs of
staff.

A flexible scheme of remuneration and career
advancement based on outputs and experience is
in place, which is based on an arrangement for
competence and performance appraisal.

A committee has been created to monitor staff
compliance with the Code of Ethics.

The CBA’s personnel management legal acts
have been harmonized with the requirements of
the new Labor Code.

Similar to the past, vacancies in the CBA have
been filled mostly by competition. Principles for a
prequalification stage have been elaborated in
order to improve the evaluation of candidates. The
selection of young specialists has given
preference to candidates that have attended the
“Central Bank of Armenia: Introductory Course”
organized by the “Finance and Banking College”
Foundation.

The CBA has sustained a policy of recruiting
young specialists, making the best use of their
potential, and improving their competence. During
2006, 20 young experts worked in various units of
the CBA under term contracts, 11 of whom joined
the CBA.

In order to promote outstanding students of
the Economics Department at Yerevan State
University and of the Yerevan State Institute of
Economics, the CBA awarded the Isahak
Isahakyan stipend to the top 7 students.

During 2006, 36 students of higher academic
institutions of the country undertook their acade-
mic and pre-diploma internship in the CBA.

The average number of CBA staff in 2006 was
587 (316 women and 271 men). The average age
of CBA staff is 38.9.

[ Staff Training ]

During 2006, the CBA developed and carried
out programs aimed at improving staff
competence and professional skills.

210 specialists of the CBA attended training
courses conducted by training centers of foreign
countries’ central banks and other banks. In this
respect, the CBA enjoyed close cooperation with
the IMF, the CCBS (Bank of England), the Bank of
France, the German Bundesbank, Bank of the
Netherlands and the Central Bank of Russian
Federation, the Bank for International Settlements,
the National Bank of Switzerland, the Czech
National Bank, the Financial Stability Institute, and
others.

The CBA focused in particular on expanding
its bilateral cooperation with foreign banks, which
resulted in the development and implementation
of productive training programs. Bilateral contacts
were established with the National Bank of
Poland, which led to the organization of tailor-
made training courses. Besides, special programs
were organized jointly with the Bank of
Netherlands and Bank of France, the German
Bundesbank, the Czech National Bank, and the
Central Bank of the Russian Federation.

During 2006, 23 tailor-made programs were
organized, of which 16—in foreign banks, and
seven—in Armenia through visiting foreign
experts. 145 employees of the CBA were trained
in such programs during 2006.

As in 2005, the Bank of the Netherlands
remains the leader in organizing tailor-made
courses.

Regional development of the banking system
has greatly benefited from international seminars
held in Yerevan, such as “Basics of Interest Rate
Risk Management,” held at the initiative of the US
Federal Reserve Bank, and attended by repre-
sentatives of more than 10 foreign banks.

In January and September 2006, the CBA
took part in the regular meetings of the Coordi-
nator Board in the frameworks of the Economic
Cooperation for Eurasia, which addressed
ongoing matters of cooperation and current and
future training programs. As a result, 31 the CBA
staff members were able to attend training
programs on various banking topics conducted for
central banks of the CIS countries during 2006.

87



MANAGEMENT

The CBA, too, organized seminars and meetings,
during which CBA experts shared their knowledge
and experience with employees of central banks
of the CIS countries.

The CBA initiated and carried out in-country
seminars and workshops on urgent topics with a
view to enhancing the performance of the Arme-
nian banking industry. They were attended by 88
staff members of the CBA.

Over 20 seminars were organized with a view
to share experience. Another 28 were held on the
CBA's regulatory framework. These seminars
were attended by a total of 575 staff of the CBA.

The Introductory Course for newly-recruited
staff of the CBA was organized twice during the
year.

22 CBA senior officials took part in a special
course on Management Skills.

[ International Cooperation of the CBA }

In 2006, the Central Bank of Armenia
sustained its multilateral and bilateral cooperation
with international and foreign financial organiza-
tions. In particular, within the framework of
IMF/WB technical assistance, the CBA hosted
various IMF missions and advisors on monetary
policy, banking supervision, and financial
operations.

CBA staff attended international conferences,
fora, round tables, workshops, exhibitions, and
other meetings on banking and finance, where
they made presentations and reports. It is worth
mentioning the session of the Coordinator Board
of Central Banks of Countries in the Economic
Cooperation for Eurasia (Tula, Russia), the
session of the Inter-State Currency Committee of
CIS Member States (Moscow, Russia), the
Eurasia and South-East Europe Corporate
Governance Round Table (Istanbul, Turkey), the
Second Round of EU-Armenia Talks for the
Development of Armenia’s Country Action Plan
under the European Neighborhood Policy
(Brussels, Belgium), the Study Tour on the
experience of the Bank of Estonia in Unified
Supervision (Tallinn, Estonia), the Annual Confe-
rence of Banking Supervisors from Central and
Eastern Europe (Podgorice, Serbia and Monte-
negro), the International Forum on Micro-Finance
Legislation and Regulation (Warsaw, Poland), the
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Workshop on Securities Market Development
(Washington, DC), the International Conference
on “Armenia: Challenges to Sustainable Develop-
ment” organized by the University of California
(Los Angeles, USA), the session of the Regional
Group of the Basle Committee on Banking
Supervision of the States of Transcaucasia,
Central Asia and Russian Federation (Kazan,
Russia), the Annual Conference of the EBRD
Board of Governors and the Business Forum
(London, UK), the IMF and World Bank Annual
Meeting of Boards of Governors (Singapore,
Singapore), the Annual Meeting of Heads of
Internal Audit Units of Central Banks of the CIS
and Baltic States (Saint Petersburg, Russia), the
international conference on “The International
Monetary Fund and South Caucasus Countries in
the 21% Century” (Tbilisi, Georgia), meetings of
the Board of Directors of the Black Sea Trade and
Development Bank (Thessalonica, Greece), the
seminar on “Insurance Supervision Development
in Non-EU States” (London, UK), the meeting of
the Supervisory Board of the German KfwW
(Frankfurt, Germany), the 14" International Confe-
rence of Banking Supervisors (Merida, Mexico),
the SWIFT Chairpersons Annual Meeting (Syd-
ney, Australia), and the Annual Meeting of Coor-
dinators of Technical Cooperation and Training
from G-10 and CIS Central Banks, organized by
the Bank for International Settlements (Basle,
Switzerland).

In 2006, the CBA actively cooperated with EU
structures and took part in conferences held by
the Council of Europe on issues of combating
money laundering and terrorism financing
(MONEYVAL, Strasbourg, France), as well as
workshops and conferences organized by foreign
commercial banks.

For the purpose of strengthening business ties
and conducting negotiations, delegations of
“Moody’s Investor Services” and “Fitch Ratings”
rating agencies, the Federal Financial Monitoring
Service of the Russian Federation, the OMX
Group, Bloomberg UK, the Dutch ABN-AMRO
Bank and ING Bank, the National Bank of
Bulgaria, the National Bank of Poland, and the
Black Sea Trade and Development Bank (led by
the President of the Bank Hayrettin Kaplan) visited
the CBA.

On June 17 and 18, 2006, the IMF and World
Bank Netherlands Constituency Annual Meeting
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took place in Yerevan, with the attendance of the
IMF Managing Director Rodrigo de Rato.

On June 26 and 27, 2006, a workshop on
“Building the Awareness of Armenian State
Bodies on Money Laundering Matters” was held in
Yerevan under the auspices of the CBA.

The CBA signed agreements and memoranda
of understanding with other central banks in the
frameworks of inter-governmental commissions

On April 13, 2006, in the Cyprus capital
Nicosia, the CBA and the Central Bank of Cyprus
signed a Memorandum of Understanding on
cooperation in matters of banking supervision.

During 2006, preparatory works continued for
signing a banking cooperation agreement bet-
ween the CBA and the People’s Bank of China
and a banking supervision cooperation agreement
between the CBA and the Central Bank of the
Islamic Republic of Iran.

From November 1 to 4, 2006, the 33" session
of the Inter-State Bank Board was held in
Yerevan, which was attended by representatives
of all the member states (since April 2006, CBA
Governor Tigran Sargsyan has chaired the Inter-
State Bank Board).

89



2006 ANNUAL FINANCIAL STATEMENTS OF THE CBA

Central Bank of the Republic of Armenia
/ncome Statement for the year ended 37 December 2006

AMD 000

Notes 2006 2005

13,640,989 | 9,939,553
(2,501,883) | (2,829,109)
11,139,106 | 7,110,444

Interest income

Interest expense

Net interest income

Fee and commission income 22,127 5,936
Fee and commission expense (143,660) (117,750)
Net fee and commission expense (121,533) (111,814)
Net foreign exchange loss 6 (37,927,006) | (16,470,978)
Net realized loss on available-for-sale assets (377,797) -
Net gain on financial instruments at fair value through profit or

loss 7 2,699,004 725,219
Other income 8 700,846 406,420

Operating loss (23,887,380) | (8,340,709)

Costs of production of banknotes and coins (506,228) | (1,588,825)
Impairment loss reversal - 180,622
General administrative expenses 9 (4,577,173) | (3,825,838)
Operating expenses (5,083,401) | (5,234,041)
Loss for the year (28,970,781) | (13,574,750)

The financial statements as set out on pages 101 to 131 were approved by Board on 23 March 2007 and were signed on its behalf
by:

Tigran SARGSYAN
Chairman of the Central Bank of Armenia

Ao e

Haykanush HAKOBYAN
Chief Accountant of the Central Bank of Armenia

G

The income statement is to be read in conjunction with the notes to, and forming part of, the financial
statements.
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Central Bank of the Republic of Armenia

Balance Sheet as at 37 December 2006

AMD 000
Notes 2006 2005
ASSETS
Foreign currency assefs
Cash 491,363 269,956
Placements with banks and other financial institutions 10 283,201,115 155,699,229
Financial instruments at fair value through profit or loss 1 79,440,951 47,602,452
Available-for-sale assets 12 21,435,036 1,301
Held to maturity investments - 135,171,386
Placements with the IMF 13 5,117,455 4,612,308
Other assets 166,248 422,267
389,852,168 | 343,778,899
Domestic currency assets
Loans and reverse repurchase agreements 14 15,290,302 11,949,866
Available-for-sale assets 12 19,171,500 8,077,077
Property and equipment 15 7,061,116 6,088,280
Intangible assets 16 70,484 77,914
Other assets 17 566,507 326,865
42,159,909 26,520,002
Total Assets 432,012,077 | 370,298,901
LIABILITIES AND ACCUMULATED DEFICIT
Foreign currency liabilities
Deposits and balances from financial and other
institutions 18 25,810,253 24,267,780
Due to the Government of the Republic of Armenia 19 59,694,152 118,905,185
Financial instruments at fair value through profit or loss 11 - 267,539
Other borrowed funds 20 8,043,093 8,928,231
Other liabilities 29,897 104,115
93,677,395 | 152,472,850

The balance sheet is to be read in conjunction with the notes fo, and forming part of, the financial

Slatements.
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Domestic currency liabilities
Notes and coins in circulation 226,841,135 155,274,723
Deposits and balances from financial and other
institutions 18 39,301,849 31,003,713
Due to the Government of the Republic of Armenia 61,532,562 21,993,849
Debt securities issued 38,987,836 21,482,856
Other liabilities 21 946,661 705,147
367,610,043 | 230,460,288
Total Liabilities 461,187,438 | 382,933,138
Accumulated deficit
Issued capital 22 100,000 100,000
General reserve 22 9,870,486 9,870,486
Additional paid in capital 12 12,734,237 -
Revaluation reserve for available-for-sale assets (249,275) 55,305
Accumulated losses (51,630,809) | (22,660,028)
Total Accumulated deficit (29,175,361) | (12,634,237)
TOTAL LIABILITIES AND ACCUMULATED DEFICIT 432,012,077 | 370,298,901

The balance sheet is to be read in conjunction with the notes to, and forming part of, the financial
statements.
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Central Bank of the Republic of Armenia
Staterment of Cash Flows for the year ended 37 December 2006

AMD ‘000

Notes 2006 2005
CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period (28,970,781) (13,574,750)
Adjustments for:
Impairment loss reversal - (180,622)
Depreciation and amortization 739,984 760,402

(28,230,797) (12,994,970)

(Increase)/decrease in operating assets
Placements with banks and other financial institutions (130,743,760) 18,094,072
Financial instruments at fair value through profit or loss (32,106,038) (22,660,876)
Available-for-sale assets 115,072,884 241,433
Loans and reverse repurchase agreements (3,340,437) 1,070,135
Other assets 16,377 1,130,841
Increase/(decrease) in operating liabilities
Notes and coins in circulation 71,566,411 49,741,054
Deposits and balances from financial and other institutions 9,711,129 26,056,113
Due to the Government of the Republic of Armenia (19,672,319) (20,987,851)
Debt securities issued 17,504,980 21,482,856
Other borrowed funds (885,138) (2,159,584)
Other liabilities 296,779 (21,531)
Cash flows from operations (809,929) 58,991,987
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of held to maturity investments - (61,080,104)
Purchase of property, equipment and intangible assets (1,715,914) (1,308,888)
Sale of property and equipment 10,524 3,637
Cash flows from investing activities (1,705,390) (62,385,355)
Net increase/(decrease) in cash and cash equivalents (2,515,319) (3,393,368)
Cash and cash equivalents at the beginning of the year 33,551,919 36,945,287
Cash and cash equivalents at the end of the year 27 31,036,600 33,551,919

The statement of cash flows is fo be read in conjunction with the notes to, and forming part of, the

financial statements.
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Central Bank of the Republic of Armenia

Statement of Changes in Accumulated Deficit for the year ended
37 December 2006

AMD '000
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Balance at
1 January 2005 100,000 | 9,870,486 -| 179,203 (9,085,278) 1,064,411
Net loss for the period - - - -1(13,574,750) | (13,574,750)
Net unrealized losses on
available-for-sale financial
assets - - -1(123,898) - (123,898)
Balance at
31 December 2005 100,000 9,870,486 -| 55,305 ((22,660,028)|(12,634,237)
Net loss for the period - - - -1(28,970,781) | (28,970,781)
Net unrealized losses on
available-for-sale financial
assets - - -1(304,580) - (304,580)
The Government of the
Republic of Armenia
contribution into equity (Note
22) - -112,734,237 - -| 12,734,237
Balance at
31 December 2006 100,000 | 9,870,486 | 12,734,237 |(249,275) | (51,630,809) | (29,175,361)

The statement of changes in accumulated deficit is to be read in conjunction with the nofes to, and

forming part of, the financial statements.
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Central Bank of the Republic of Armenia

Notes to, and forming part of, the financial statements for the
year ended 31 December 2006

1. Background

Principal activities

The Central Bank of the Republic of Armenia (the “Bank”) is a legal
entity established by the act of the National Assembly of the Republic
of Armenia.

The registered address of the Bank’s head office is 6 Vazgen
Sargsyan Street, Yerevan 0010, Republic of Armenia. The average
number of persons employed by the Bank during the year was
612 (2005: 532).

The primary objective of the Bank is price stability in the Republic
of Armenia. It is achieved through formulation and implementation of
monetary policy. In addition to its primary objective, the Bank is also
responsible for:

— ensuring the stability, liquidity, solvency and other necessary
conditions for sound operation of the financial banking system in
the Republic of Armenia; and,

— creation and development of an effective payment and settlement
system.

The Bank also:

issues the national currency of the Republic of Armenia and

regulates its circulation;

— organizes and regulates anti money laundering and terrorism
financing activities;

— is the fiscal agent and financial consultant of the Government of
the Republic of Armenia;

— licenses commercial banks and, if so provided by law, other
entities, and supervises and regulates their activities;

— is the lender of last resort to commercial banks; and,

— possesses, uses and administers international reserves of the

Republic of Armenia.

2. Basis of preparation

Statement of compliance Ll

The accompanying financial statements have been prepared in
accordance with International Financial Reporting Standards (“IFRS”).

Basis of measurement

The financial statements are prepared on the historical cost basis
except that financial instruments at fair value through profit or loss and
available-for-sale assets are stated at fair value.

101



2006 ANNUAL FINANCIAL STATEMENTS OF THE CBA

102

The national currency of the Republic of Armenia is the Armenian
Dram (“AMD”), which is the Company’s functional currency and the
currency in which these financial statements are presented. All
financial information presented in AMD has been rounded to the
nearest thousand.

Use of estimates and judgments

Management has made a number of estimates and assumptions
relating to the reporting of assets and liabilities and the disclosure of
contingent assets and liabilities to prepare these financial statements
in conformity with IFRS. Actual results could differ from those
estimates.

3. Significant accounting policies

The following significant accounting policies have been applied in
the preparation of the financial statements. The accounting policies
have been consistently applied except for the changes in accounting
policies described at the end of Note 3.

Foreign currency transactions

Transactions in foreign currencies are translated to the appropriate
functional currency at the foreign exchange rate ruling at the date of
the transaction. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are translated to the functional
currency at the foreign exchange rate ruling at that date. Non-
monetary assets and liabilities denominated in foreign currencies,
which are stated at historical cost, are translated to the functional
currency at the foreign exchange rate ruling at the date of the
transaction. Foreign exchange differences arising on translation are
recognised in the income statement.

Cash and cash equivalents

The Bank considers cash, nostro accounts with banks and SDR
holdings in the IMF to be cash and cash equivalents.

Financial instruments
Classification

Financial instruments at fair value through profit or loss are
financial assets or liabilities that are:

- acquired or incurred principally for the purpose of selling or
repurchasing in the near term;

- part of a portfolio of identified financial instruments that are
managed together and for which there is evidence of a recent
actual pattern of short-term profit-taking;

- a derivative (except for a derivative that is a designated and
effective hedging instrument); or,

- upon initial recognition, designated by the entity as at fair through
the profit or loss.
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All trading derivatives in a net receivable position (positive fair
value), as well as options purchased, are reported as an asset. All
trading derivatives in a net payable position (negative fair value), as
well as options written, are reported as a liability.

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an active
market, other than those that the Bank intends to sell immediately
or in the near term, those that the Bank upon initial recognition
designates as at fair value through profit or loss, or those which the
holder may not recover substantially all of its initial investment, other
than because of credit deterioration.

Held-to-maturity investments are non-derivative financial assets
with fixed or determinable payments and fixed maturity that the Bank
has the positive intention and ability to hold to maturity, other than
those that:

- the Bank upon initial recognition designates as at fair value
through profit or loss;

- those that the Bank designates as available-for-sale; or

- those that meet the definition of loans and receivables.

Available-for-sale assets are those financial assets that are
designated as available for sale or are not classified as loans and
receivables, held to maturity investments or financial instruments at
fair value through profit or loss.

Recognition

Financial assets and liabilities are recognised in the balance sheet
when the Bank becomes a party to the contractual provisions of the
instrument. All regular way purchases of financial assets are
accounted for at the settlement

Measurement

A financial asset or liability is initially measured at its fair value
plus, in the case of a financial asset or liability not at fair value through
profit or loss, transaction costs that are directly attributable to the
acquisition or issue of the financial asset or liability.

Subsequent to initial recognition, financial assets, including
derivatives that are assets, are measured at their fair values, without
any deduction for transaction costs that may be incurred on sale or
other disposal, except for:

- loans and receivables which are measured at amortized cost
using the effective interest method;

- held to maturity investments which are measured at amortized
cost using the effective interest method; and

- investments in equity instruments that do not have a quoted
market price in an active market and whose fair value cannot be
reliably measured which are measured at cost.

All financial liabilities, other than those designated at fair value
through profit or loss and financial liabilities that arise when a transfer
of a financial asset carried at fair value does not qualify for
derecognition, are measured at amortised cost. Amortised cost is
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calculated using the effective interest method. Premiums and
discounts, including initial transaction costs, are included in the
carrying amount of the related instrument and amortised based on the
effective interest rate of the instrument.

Fair value measurement principles

The fair value of financial instruments is based on their quoted
market price at the balance sheet date without any deduction for
transaction costs. If a quoted market price is not available, the fair
value of the instrument is estimated using pricing models or
discounted cash flow techniques.

Where discounted cash flow techniques are used, estimated future
cash flows are based on management's best estimates and the
discount rate is a market related rate at the balance sheet date for an
instrument with similar terms and conditions. Where pricing models
are used, inputs are based on market related measures at the balance
sheet date.

The fair value of derivatives that are not exchange-traded is
estimated at the amount that the Bank would receive or pay to
terminate the contract at the balance sheet date taking into account
current market conditions and the current creditworthiness of the
counterparties.

Gains and losses on subsequent measurement

A gain or loss arising from a change in the fair value of a financial
asset or liability is recognised as follows:

- again or loss on a financial instrument classified as at fair value
through profit or loss is recognised in the income statement;

- a gain or loss on an available-for-sale financial asset is
recognised directly in equity through the statement of changes in
shareholders’ equity (except for impairment losses and foreign
exchange gains and losses) until the asset is derecognised, at
which time the cumulative gain or loss previously recognised in
equity is recognised in the income statement. Interest in relation
to an available-for-sale financial asset is recognised as earned in
the income statement calculated using the effective interest
method.

For financial assets and liabilities carried at amortised cost, a gain
or loss is recognised in the income statement when the financial asset
or liability is derecognised or impaired, and through the amortization
process.

Derecognition

A financial asset is derecognised when the contractual rights to the
cash flows from the financial asset expire or when the Bank transfers
substantially all of the risks and rewards of ownership of the financial
asset. Any rights or obligations created or retained in the transfer are
recognised separately as assets or liabilities. A financial liability is
derecognised when it is extinguished.
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Repurchase and reverse repurchase agreements

Securities sold under sale and repurchase (“repo”) agreements are
accounted for as secured financing transactions, with the securities
retained in the balance sheet and the counterparty liability included in
amounts due to other banks or to customers, as appropriate. The
difference between the sale and repurchase price represents interest
expense and is recognised in the income statement over the terms of
the repo agreement.

Securities purchased under agreements to resell (“reverse repo”)
are recorded as due from banks or customers as appropriate. The
differences between the sale and repurchase prices are treated as
interest and accrued over the life of the reverse repo agreement using
the effective interest method.

Offsetting

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally enforceable right
to set off the recognised amounts and there is an intention to settle on
a net basis, or realise the asset and settle the liability simultaneously.

Notes and coins in circulation

Notes and coins in circulation issued by the Bank are presented in
the balance sheet as a liability in favor of the holder, at face value.
Notes printing and coins production costs are treated as expense in
the income statement in the year of occurrence.

Numismatic coins

Numismatic coins are measured at the lower of cost and net
realisable value. The cost of coins is based on the first-in first-out
principle, and includes expenditure incurred in acquiring the
numismatic coins and bringing them to their existing location and
condition. Net realisable value is the estimated selling price in the
ordinary course of business, less the estimated costs of completion
and selling expenses. Upon sale the difference between estimated net
proceeds and the carrying value is recognised as a gain or loss in the
current year income statement.

Property and equipment
Owned assets

ltems of property and equipment are stated at cost less
accumulated depreciation and impairment losses.

Where an item of property and equipment comprises major
components having different useful lives, they are accounted for as
separate items of property and equipment.

Leased assets

Leases under which the Bank assumes substantially all the risks
and rewards of ownership are classified as finance leases. Equipment
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acquired by way of finance lease is stated at an amount equal to the
lower of its fair value and the present value of the minimum lease
payments at inception of the lease, less accumulated depreciation and
impairment losses.

Depreciation

Depreciation is charged to the income statement on a straight-line
basis over the estimated useful lives of the individual assets.
Depreciation commences on the date of acquisition or, in respect of
internally constructed assets, from the time an asset is completed and
ready for use. Land is not depreciated. The estimated useful lives are
as follows:

Buildings 10 to 20 years
Networks, computer and other equipment 5 years
Vehicles 5 years
Others 5 years

Intangible assets

Intangible assets, which are acquired by the Bank, are stated at
cost less accumulated amortisation and impairment losses.

Amortisation is charged to the income statement on a straight-line
basis over the estimated useful lives of intangible assets. The
estimated useful lives are as follows:

Computer software 3 to 5 years

Impairment
Financial assefts carried at amortized cost

Financial assets carried at amortized cost consist principally of
placements with banks and other financial institutions, loans, other
receivables and unquoted available-for-sale debt securities (“loans
and receivables”). The Bank reviews its loans and receivables, to
assess impairment on a regular basis. A loan or receivable is impaired
and impairment losses are incurred if, and only if, there is objective
evidence of impairment as a result of one or more events that
occurred after the initial recognition of the loan or receivable and that
event (or events) has an impact on the estimated future cash flows of
the loan that can be reliably estimated.

The Bank first assesses whether objective evidence of impairment
exists individually for loans and receivables that are individually
significant, and individually or collectively for loans and receivables
that are not individually significant. If the Bank determines that no
objective evidence of impairment exists for an individually assessed
loan or receivable, whether significant or not, it includes the loan in a
group of loans and receivables with similar credit risk characteristics
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and collectively assesses them for impairment. Loans and receivables
that are individually assessed for impairment and for which an
impairment loss is or continues to be recognised are not included in a
collective assessment of impairment.

If there is objective evidence that an impairment loss on a loan or
receivable has been incurred, the amount of the loss is measured as
the difference between the carrying amount of the loan or receivable
and the present value of estimated future cash flows including
amounts recoverable from guarantees and collateral discounted at the
loan or receivable’s original effective interest rate. Contractual cash
flows and historical loss experience adjusted on the basis of relevant
observable data that reflect current economic conditions provide the
basis for estimating expected cash flows.

In some cases the observable data required to estimate the
amount of an impairment loss on a loan or receivable may be limited
or no longer fully relevant to current circumstances. This may be the
case when a borrower is in financial difficulties and there are few
available historical data relating to similar borrowers. In such cases,
the Bank uses its experience and judgment to estimate the amount of
any impairment loss.

All impairment losses in respect of loans and receivables are
recognised in the income statement and are only reversed if a
subsequent increase in recoverable amount can be related objectively
to an event occurring after the impairment loss was recognised.

Financial assets carried at cost

Financial assets carried at cost include unquoted equity
instruments included in available-for-sale assets that are not carried at
fair value because their fair value can not reliably measured. If there is
objective evidence that such investments are impaired the impairment
loss is calculated as the different between the carrying amount of the
investment and the present value of the estimated future cash flows
discounted at the current market rate of return for a similar financial
asset.

All impairment losses in respect of these investments are
recognised in the income statement and can not be reversed.

Non financial assets

Other non financial assets are assessed at each reporting date for
any indications of impairment. The recoverable amount of non
financial assets is the greater of their fair value less costs to sell and
value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the asset. For an asset that does not
generate cash inflows largely independent of those from other assets,
the recoverable amount is determined for the cash-generating unit to
which the asset belongs. An impairment loss is recognised when the
carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount.
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All impairment losses in respect of non financial assets are
recognised in the income statement and reversed only if there has
been a change in the estimates used to determine the recoverable
amount. Any impairment loss revered is only reversed to the extent
that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation,
if no impairment loss had been recognised.

Provisions

A provision is recognised in the balance sheet when the Bank has
a legal or constructive obligation as a result of a past event, and it is
probable that an outflow of economic benefits will be required to settle
the obligation. If the effect is material, provisions are determined by
discounting the expected future cash flows at a pre-tax rate that
reflects current market assessments of the time value of money and,
where appropriate, the risks specific to the liability.

Taxation

The Bank is not subject to any taxes, with the exception of taxes,
duties or customs fees collected at the border of the Republic of
Armenia for imported goods.

Interest income and expenses and fee and commission income

Interest income and expense are recognised in the income
statement as they accrue, taking into account the effective interest
rate of the asset/liability or an applicable floating rate. Interest income
and expense include the amortisation of any discount or premium or
other differences between the initial carrying amount of an interest
bearing instrument and its amount at maturity calculated on an
effective interest rate basis.

Interest income on financial instruments at fair value through profit
or loss is included in net gain on financial instruments at fair value
through profit or loss.

Loan organization fees, loan servicing fees and other fees that are
considered to be integral to the overall profitability of a loan, together
with the related direct costs, are deferred and amortized to the interest
income over the estimated live of the financial instrument using the
effective interest rate method.

Other fee and commission income is recognised when the
corresponding service is provided.

Comparative information

Comparative information has been amended to conform to
changes in presentation in the current year as follows:

Cash flow statement

Included in cash and cash equivalents in the statement of cash
flows in the prior year financial statements are deposits placed in
banks and investment securities with remaining maturity as at 31
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December 2005 of up to 90 days. In the current year these assets

have been excluded from the cash and cash equivalents to reflect the

change in accounting policy in respect of cash and cash equivalents.

Accordingly, these assets, amounting AMD 151,027,144 thousand as

at 31 December 2005 have been reclassified for consistency in the

comparative information in the statement of cash flows from cash and

cash equivalents to:

e placements with banks and financial institutions, in the amount of
AMD 98,477,370 thousand;

e purchase of held to maturity investments, in the amount of AMD
52,549,774 thousand.

Income statement

The gain from financial instruments at fair value through profit or
loss for assets under trust management of AMD 1,076,365 thousand
was included in interest income in the prior year. The loss from
financial instruments at fair value through profit or loss for assets
under trust management of AMD 282,071 thousand was included in
fee and commission expense in the prior year. In the current year the
net gain has been presented as a net gain on financial instruments at
fair value through profit or loss to better reflect the substance of the
transactions. Accordingly, comparative information for 2005 in the
income statement has been reclassified for consistency.

Balance sheet

Financial instruments under trust management of AMD 47,602,452
thousand were presented as due from foreign banks and credit
institutions in the balance sheet in the prior year financial statements.
In addition these assets had been offset with derivative instruments
with a negative fair value of AMD 267,539 thousand. In the current
year these financial instruments were not offset and presented
separately as financial assets and liabilities at fair value through profit
or loss to better reflect the substance of the transactions. Accordingly,
comparative information in the balance sheet has been reclassified
and the negative derivative instruments have been presented as
financial liabilities at fair value through profit or loss.

In the prior year financial statements the Quota (subscription) of
the Republic of Armenia in the International Monetary Fund (the
“IMF”) in the amount of AMD 59,196,581 thousand was included as an
asset as special drawing rights in IMF. In addition promissory note
payable by the Republic of Armenia and other payables related to the
subscription of the Republic of Armenia with the IMF in total in the
same amount as the Quota had been included in liabilities as amounts
owed to the IMF. In the current year the above mentioned assets and
liabilities were removed from the assets and liabilities as they belong
to the Republic of Armenia. For consistency these accounts have
been eliminated from the 2005 comparatives.

In the prior year financial statements, the PRGF (poverty reduction
and growth facility) loan received by the Republic of Armenia from the
IMF and placed with the Bank has been presented in the balance
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sheet as borrowings from the IMF in the amount of AMD 79,411,892
thousand. In the current year financial statements the loan has been
included in due to the Government of the Republic of Armenia as this
loan is payable by the Bank to the Government of the Republic of
Armenia. Accordingly, comparative information in the balance sheet
has been reclassified for consistency.

Changes in accounting policies

As mentioned above the accounting policies have been
consistently applied by the Bank, except for the following changes in
accounting policies.

As at 1 January 2006, the Bank adopted the amendment to
International Financial Reporting Standard IAS 39 “Financial
Instruments: Recognition and Measurement” — “The Fair Value
Option”. Upon application of this amendment, the Bank may designate
a financial instrument as at fair value through profit or loss only if
certain conditions are met. Financial instruments which were
designated as at fair value through profit or loss as at 31 December
2005 complied with the requirements of the amendment and were
retained within this category upon its application.

During 2006 the Bank changed its accounting policy so that cash
and cash equivalents excludes deposits placed in banks and
investment securities with remaining maturity of up to 90 days.
Management believes this approach better reflects the Bank’s cash
management policy.

New Standards and Interpretations not yet adopted

The following new Standards, amendments to Standards and
Interpretations are not yet effective as at 31 December 2006, and
have not been applied in preparing these consolidated financial
statements. The Bank plans to adopt these pronouncements when
they become effective.

e |FRS 7 Financial Instruments: Disclosures, which is effective for
annual periods beginning on or after 1 January 2007. The
Standard will require increased disclosure in respect of the Bank’s
financial instruments.

e Amendment to IAS 1 Presentation of Financial Statements —
Capital Disclosures, which is effective for annual periods
beginning on or after 1 January 2007. The Standard will require
increased disclosure in respect of the Bank’s capital.

e IFRIC 9 Reassessment of Embedded Derivatives requires that a
reassessment of whether embedded derivative should be
separated from the underlying host contract should be made only
when there are changes to the contract. IFRIC 9 becomes
mandatory for the Bank’s 2007 financial statements.
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4. Intferest income

AMD 000
| 2006 | 2005
Interest income from foreign currency assets
Term deposits 8,118,941 4,626,547
Available-for-sale assets and held to
maturity investments 2,547,436 3,116,911
Nostro accounts 1,131,074 701,145
Placements with the IMF 235,674 103,883
12,033,125 8,548,486
Interest income from domestic currency assets
Loans and reverse repurchase
agreements 924,619 919,860
Available-for-sale assets 665,557 459,394
Other 17,688 11,813
1, 607,864 1,391,067
13,640,989 9,939,553
5. Inferest expense
AMD ‘000
| 2006 | 2005
Interest expense on foreign currency liabilities
Payable to the Government of the
Republic of Armenia 345,127 436,595
Other borrowings 77,234 66,969
Other liabilities 69,624 20,331
491,985 523,895
Interest expense on domestic currency liabilities
Debt securities issued 1,451,430 279,940
Due to The Government of the
Republic of Armenia 445,064 1,811,279
Deposits and balances from financial
and other institutions 43,642 140,845
Other liabilities 69,762 73,150
2,009,898 2,305,214
2,501,883 2,829,109
6. Net foreign exchange loss
AMD 000
2006 2005
Loss from revaluation of monetary
assets and liabilities 36,013,048 16,692,821
Net (gain)/loss on spot transactions 1,913,958 (221,843)
37,927,006 16,470,978
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Included in the loss on spot transactions is loss of AMD 2,688,214
thousand which relate to a transaction with the Government of the
Republic of Armenia

7. Net gain on financial instruments af fair value through
profit or loss

AMD 000

2006 2005

Net gain on assets under trust
management excluding foreign
exchange revaluation 2,147,505 794,294

Net gain on foreign securities under
own management excluding foreign

exchange revaluation 651,880 -
Trust management fees (100,381) (69,075)
2,699,004 725,219

Included in the loss from revaluation of monetary assets and
liabilities is a foreign exchange revaluation loss on financial
instruments at fair value through profit or loss of AMD 13,952,537
thousand (2005: 1,963,005).

8. Other income

AMD ‘000
2006 2005
Repayment of previously written off
debtors 542,551 304,504
Net income from sales of
numismatic coins 62,079 26,351
Other income 96,216 75,565
700,846 406,420
9. General administrative expenses
AMD 000
2006 2005
Employee compensation, staff
training and related payments 2,606,728 2,032,750
Security and maintenance of
reserves 442,008 271,931
Depreciation and amortization 739,984 760,402
Repairs and maintenance 239,378 282,431
Professional services 99,666 59,932
Other 449,409 418,392
4,577,173 3,825,838

1m2



2006 ANNUAL FINANCIAL STATEMENTS OF THE CBA

10. Placements with banks and other financial institutions

AMD ‘000
2006 2005
Term deposits 255,364,239 125,169,783
Nostro accounts 25,470,880 28,700,242
Accrued interest on deposits and
nostro accounts 2,083,644 520,696
Cash included in assets under trust
management 282,352 1,308,508
283,201,115 155,699,229

Concentration of placements with banks and other financial
institutions

As at 31 December 2006 and 2005 the Bank had 7 and 4 banks
and financial institutions, respectively, whose balances exceeded 10%
of total placements with banks and other financial institutions. The
gross value of these balances as of 31 December 2006 and 2005 was
AMD 229,598,575 thousand and AMD 104,195,383 thousand,
respectively.

11. Financial instruments aft fair value through profit or

loss
AMD 000
| 2006 | 2005
Assets
Debf and other fixed-income instruments - Quofed
Foreign government securities
under own management 38,566,365 -
Securities under trust management 40,227,658 47,602,452
78,794,023 47,602,452
Derivative financial instruments — Quofed
Foreign exchange forward contracts 646,928 -
79,440,951 47,602,452
Debt and other fixed-income instruments were, upon initial

recognition, designated by the Bank as financial assets at fair value

through profit or loss.

Securities under trust management represent debt securities of

foreign governments in the amount of AMD 26,166,949 thousand
(2005: 33,237,868) and securities of foreign financial institutions in the
amount of AMD 14,060,709 thousand (2005: 14,364,584). All these
instruments are rated A2 or higher by Moody's.
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AMD ‘000
2006 2005
Liabilities
Derivative financial instruments— Quoted
Foreign exchange forward contracts - 267,539

Securities under trust management and forward contracts
represent  financial instruments under discretionary asset
management at a foreign financial institution. Risk exposure limits and
investment guidance are set by the Bank.

Foreign currency contracts

The table below summarises, by major currency, the contractual
amounts of the Bank’s forward exchange contracts outstanding at 31
December 2006 with details of the contracted exchange rates and
remaining periods to maturity. Foreign currency amounts presented
below are translated at rates ruling at the balance sheet date. The
resultant unrealised gains and losses on these unmatured contracts,
along with the amounts payable and receivable on the matured but
unsettled contracts, have been recognised in the income statement
and in financial instruments at fair value through profit or loss, as
appropriate.

Notional amount (AMD’000) Weighted average contracted

exchange rates

2006 2005 2006 2005
Buy USD sell CAD
Less than three months 590,583 729,985 0.8764 0.8636
Buy EUR sell USD
Less than three months 282,975 - 0.7557 -
Buy USD sell EUR
Less than three months 15,004,849 13,759,794 1.3322 1.1787
Buy USD sell GBP
Less than three months 1,355,374 1,544,408 1.9768 1.7433
Buy USD sell JPY
Less than three months 11,814,041 11,170,643 0.0087 0.0083
Buy JPY sell USD
Less than three months 487,986 - 116.57 -
Buy USD sell SEK
Less than three months 1,357,790 1,191,043 0.1478 0.1252
Buy SEK sell USD
Less than three months 133,802 - 6.8461 -
Buy SGD sell USD
Less than three months 416,510 - 1.5360 -
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12. Available for sale assets

AMD000

I 2006 | 2005

Available for sale investments in foreign currency

Debt and other fixed-income instruments — Quoted

Foreign government securities under
own management 21,433,820 -

Equirty investments at cost — Unquofed
SWIFT 1,216 1,301
21,435,036 1,301

All the held to maturity investments as at 31 December 2005 have
been reclassified into available for sale investments due to the change
in management’s intention in 2006 not to hold them to maturity.

I 2006 | 2005

Available for sale investments in domestic currency

Debt and other fixed-income instruments

The Government of the Republic of

Armenia treasury securities 4,023,681 5,676,708

The Government of the Republic of

Armenia bond 12,759,357 -
16,783,038 5676 708

Equity investments at cost — Unquoted

Investments in unconsolidated

subsidiaries 2,351,722 2,400,295
Other equity investments 36,740 74
2,388,462 2,400,369

19,171,500 8,077,077

A bond with the nominal amount of AMD 12,734,237 thousand was
issued by the Government of the Republic of Armenia as a
contribution to the Bank for no consideration. The bond is issued
according to the Republic of Armenia law on the Central Bank to cover
the negative equity reserves of the Bank as at 31 December 2005 of
AMD 12,734,237 thousand. The bond bears interest at the rate of 4%
p.a. for 2006 and the interest is paid annually. According to the law
interest is payable each year is based on the current market rates.
Management believes that the carrying value of the bond
approximates its fair value. The bond is expected to be replaced with
new bond in 2007 which will be issued by the Government of the
Republic of Armenia.
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Unconsolidated subsidiaries are comprised of:

Name Country of Main activity % Controlled 2006 2005
incorporation Carrying value Carrying value
2006 2005 AMD 000 AMD "000
. Republic of Payment
SIS EN CET) Armenia processing 66 74 400,722 449,295
. . Republic of ;
il Armenia CesncElvEm 94 94 1,951,000 1,951,000
2,351,722 2,400,295

16

The financial statements of the subsidiaries listed above have not
been consolidated into those of the Bank, as the effect on the Bank’s
financial statements would be immaterial.

Available-for-sale equity instruments are stated at cost. There is no
market for these investments and there have not been any recent
transactions that provide evidence of the current fair value. In addition,
discounted cash flow techniques yield a wide range of fair values due
to uncertainty regarding future cash flows.

13. International Monetary Fund

AMD ‘000
2006 2005
Placements with the IMF in foreign
currency
SDR holdings in the IMF 5,074,357 4,581,721
Accrued interest 43,098 30,587
5,117,455 4,612,308

The Bank maintains an SDR-denominated current account with the
IMF used for processing and settling transactions with the fund. This
current account bears interest based on the SDR interest rate,
obtained weekly, as a weighted average of selected rates of three-
month instruments on the money market of the four currencies which
constitute the SDR basket. In 2006, the rate ranged from 3.03% to
4.07% p.a. (2005: 2.22% to 3.03% p.a.).

According to the IMF Statute, the Bank acts as a fiscal agent of the
Republic of Armenia and simultaneously behaves as a depositary of
the IMF in the Republic of Armenia. As such, the Bank keeps records
of the Quota of the Republic of Armenia for membership with the IMF
and the promissory note related to the membership of the Republic of
Armenia in the IMF. These balances are not included in the Bank’s
balances sheet as the Bank only acts an agent on these transactions.
The positions are as follows:
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AMD 000
2006 2005
Quota in IMF (subscription) 50,301,903 59,196,581
Promissory note denominated in
domestic currency for membership
in the IMF and liabilities on the basis
of account 50,301,903 59,196,581

The quota of the Republic of Armenia for membership with the IMF
stands at SDR 92,000,000 as of 31 December 2006 (2005: SDR

92,000,000).

14. Loans and reverse repurchase agreements

AMD 000
2006 2005
Loans to domestic banks under
arrangement with the KFW bank 11,917,775 11,928,247
Amounts receivable under reverse
repurchase agreements 3,358,937 -
Other loans 13,590 21,619
15,290,302 11,949,866

Loans to domestic banks under the agreement with the KFW bank
(refer to note 19) are provided to five domestic banks and bear

interest at rates from 6% to 8% p.a..

As of 31 December 2006 amounts receivable under reverse
repurchase agreements are with five domestic banks and are

collateralised by the following securities:.

AMD 000
Fair value
The Government of the Republic of Armenia
treasury bonds 2,280,818
Central Bank of Armenia bills 1,072,786
3,353,604
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15. Property and equipment

AMD 000
Land Networks Vehicles Other Total
and computer
buildings and other
equipment
Cost
Balance at 1 January 2005 4,772,617 3,007,898 229,627 1,555,828 9,565,970
Additions 865,889 337,807 7,900 67,028 1,278,624
Disposals (4,193) (79,757) (24,169) (15,030) (123,149)
Transfer (99,867) - - 99,867 -
Balance at 31 December 2005 5,534,446 3,265,948 213,358 1,707,693 10,721,445
Balance at 1 January 2006 5,534,446 3,265,948 213,358 1,707,693 10,721,445
Additions 1,135,740 295,118 42,203 216,842 1,689,903
Disposal (9,986) (187,750) - (69,196) (266,932)
Transfer - (48,906) - 48,906 -
Balance at 31 December 2006 6,660,200 3,324,410 255,561 1,904,245 12,144,416
Depreciation
Balance at 1 January 2005 896,592 2,059,678 118,383 945,217 4,019,870
Depreciation charge 205,468 270,562 28,574 229,633 734,237
Disposals (4,193) (79,758) (22,528) (14,463) (120,942)
Transfer (20,178) - - 20,178 -
Balance at 31 December 2005 1,077,689 2,250,482 124,429 1,180,565 4,633,165
Balance at 1 January 2006 1,077,689 2,250,482 124,429 1,180,565 4,633,165
Depreciation charge 207,369 297,296 25,729 176,148 706,542
Disposals (2,936) (187,699) - (65,772) (256,407)
Transfer - (46,401) - 46,401 -
Balance at 31 December 2006 1,282,122 2,313,678 150,158 1,337,342 5,083,300
Net book value
At 1 January 2005 3,876,025 948,220 111,244 610,611 5,546,100
At 31 December 2005 4,456,757 1,015,466 88,929 527,128 6,088,280
At 31 December 2006 5,378,078 1,010,732 105,403 566,903 7,061,116
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16. Intangible assets

AMD ‘000
Computer software
Cost
Balance at 1 January 2005 190,376
Additions 28,835
Balance at 31 December 2005 219,211
Balance at 1 January 2006 219,211
Additions 26,012
Balance at 31 December 2006 245,223
Amortisation
Balance at 1 January 2005 115,132
Additions 26,165
Balance at 31 December 2005 141,297
Balance at 1 January 2006 141,297
Additions 33,442
Balance at 31 December 2006 174,739
Net book value
At 1 January 2005 75,244
At 31 December 2005 77,914
At 31 December 2006 70,484
17. Other assefts
AMD 000
2006 2005
Numismatic coins 307,197 152,574
Receivables 90,966 47,452
Other assets 168,344 126,839
566,507 326,865
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18. Deposits and balances from financial and other
institutions

AMD ‘000

| 2006 | 2005

Foreign currency liabilities
Vostro accounts and deposits of

domestic banks 23,628,832 22,277,775
Term deposit of Deposit Insurance

fund 1,693,225 1,877,385
Current accounts of other legal

entities 488,196 112,620

25,810,253 | 24,267,780

Domestic currency liabilities

Vostro accounts and deposits of

domestic banks 38,721,925 29,961,284
Term deposit and current accounts

of Deposit Insurance fund 332,441 544,767
Current accounts of other legal

entities 247,483 497,662

39,301,849 | 31,003,713

Concentration of deposits and balances from financial and other
institutions

As at 31 December 2006 and 2005 the Bank had 3 and 2 domestic
banks respectively, whose balances exceeded 10% of total Deposits
and balances from financial and other institutions. The gross value of
these balances as of 31 December 2006 and 2005 were AMD
23,277,651 thousand and AMD 18,214,734 thousand, respectively.

19. Due to the Government of the Republic of Armenia

AMD 000
2006 2005
Payable to the Government of the
Republic of Armenia in relation to
the loans from the IMF 59,487,180 79,411,892
Other accounts 206,972 39,493,293
59,694,152 | 118,905,185

The PRGF (Poverty Reduction and Growth Facility) loan has been
received from IMF by the Republic of Armenia and placed in the Bank.
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20. Other borrowed funds

AMD '000
2006 2005
Loans from KFW bank 8,028,783 8,928,045
Accrued interest 14,310 186
8,043,093 8,928,231

The loans are provided to the Bank under an intergovernmental
agreement on financial cooperation between the Government of the
Republic of Armenia and the Federal Republic of Germany to finance
special loan programs placed through domestic banks (Note 14). The
loans mature from 2008 through 2043, and bear interest of 0.75% p.a.
for the used part of the loan, and 0.25% for the unused part of the
loan. The repayment of loans to KFW is guaranteed by the
Government of the Republic of Armenia.

21. Other liabilities

AMD 000
2006 2005
Demand deposits of employees 684,632 555,151
Other liabilities 262,029 149,996
946,661 705,147

22. Equity

Issued capital

The issued capital of the Bank is owned by the Republic of
Armenia and cannot be pledged, sold or otherwise disposed.

Additional paid in capital

Additional paid in capital represents a contribution made by the
Government of the Republic of Armenia in the form of a bond (refer to
Note 12).

General reserve

The general reserve is formed according to law on the Central
Bank of the Republic of Armenia and cannot be distributed.
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23. Risk management

Management of risk is fundamental to the business of banking and
is an essential element of the Bank’s operations. The major risks
faced by the Bank are those related to market risk, which includes
price, fair value interest rate and currency risks, credit risk and liquidity
risk. These risks are managed in the following manner:

Market risk

Price risk

Price risk is the risk that the value of a financial instrument will
fluctuate as a result of changes in market prices, whether those
changes are caused by factors specific to the individual instrument or
factors affecting all instruments traded in the market. Price risk arise
when the Bank takes a long or short position in a financial instrument.

Fair value interest rate risk

Fair value interest rate risk is the risk that the value of a financial
instrument will fluctuate because of changes in market interest rate.
Fair value interest rate risk arises when the actual or forecasted
assets of a given maturity period are either greater or less than the
actual or forecasted liabilities in that maturity period. For further
information on the Bank’s exposure to fair value interest rate risk at
year end refer to Notes 29 and 30.

Currency risk

The Bank has assets and liabilities denominated in several foreign
currencies. Foreign currency risk arises when the actual or forecasted
assets in a foreign currency are either greater or less than the
liabilities in that currency. For further information on the Bank’s
exposure to currency risk at year end refer to Notes 11 and 31.

The Bank manages its market risk by setting open position limits in
relation to financial instrument, interest rate maturity and currency
positions which are monitored on a regular basis and reviewed and
approved by the Board of the Central Bank of Armenia.

Credit risk

Credit risk is the risk of financial loss occurring as a result of
default by a borrower or counterparty on their obligation to the Bank.
The Bank has developed policies and procedures for the management
of credit risk exposures, including guidelines to limit concentration and
the establishment of an investment Committee, which actively
monitors the Bank’s credit risk. The Bank’s credit policy is reviewed
and approved by the Board of the Central Bank of Armenia.

Liquidity risk
Liquidity risk is the risk that the Bank will encounter difficulty in

raising funds to meet commitments associated with financial
instruments. The Bank maintains liquidity management with the
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objective of ensuring that funds will be available at all times to honor
all cash flow obligations as they become due. The Bank’s liquidity
policy is reviewed and approved by the Board of the Central Bank of
Armenia. For further information on the Bank’s exposure to liquidity
risk at year end refer to Note 30.

24. Commitments

The capital commitments outstanding at 31 December 2006
related to the construction of the Bank’s premises is AMD 48,725
thousand.

25. Confingencies

Litigation

Bank management is unaware of any significant actual, pending or
threatened claims against the Bank.

Guarantees

As at 31 December 2006 the Bank has given guarantees in the
amount of AMD 2,458,000 thousand, of which AMD 1,800,000
thousand was issued on behalf of domestic bank and AMD 658,000
thousand issued from 1994 to 1995 on behalf of construction
companies and relates to earthquake zone construction. Guarantees
represent irrevocable assurance that the bank will make payments in
the event that a customer cannot meet its obligations to third parties
and carry credit risk.
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26. Related party transactions

Transactions with members the key management

Total remuneration included in employee compensation (Note 9):

AMD 000
2006 2005
Key management including the
Bank’s board members 117,863 104,303

The outstanding balances and average interest rates as of 31
December 2006 with members of the key management are as follows:

e L
@© ]
) QS
S | g% S | 9%
S (o) 7] S (o) I 7]
© Q L) 0 Q P o
SS | $2 |83 | £¢
N < < £ N < £
Balance sheet
Liabilities
Deposits 134,000 12% | 91,659 16%
Amounts included in the income statement in relation to
transactions with the key management are as follows:
AMD ‘000
2006 2005
Income statement
Interest expense 12,828 13,089
Transactions with subsidiaries
Amounts included in the income statement in relation to
transactions with subsidiaries are as follows:
AMD ‘000
2006 2005
Income statement
General administrative expenses 346,434 185,522

Transactions with the Government of the Republic of Armenia

The outstanding balances and average interest rates as of 31

December 2006 with the Government
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Balance sheet
Assets
The Government of Republic of Armenia
treasury securities 4,023,681 6,72% 5,676,708 6,72%
The Government of Republic of Armenia bond
issued to the Bank as additional paid in capital
(Note 12) 12,759,357 4,00% - -
Liabilities
Due to the Government of the Republic of
Armenia (local currency) 61,532,562 1,75% | 21,993,849 1,00%
Payable to the Government of the Republic of
Armenia in relation to the loans from the IMF
(SDR) 59,487,180 0,50% | 79,411,892 0,50%
Due to the Government of the Republic of
Armenia (other foreign currency) 206,972 0,00% | 39,493,293 0,00%

Amounts included in the income statement in relation to
transactions with the Government are as follows:

AMD ‘000

2006 2005
Income statement
Interest income from treasury securities of the Government of
Republic of Armenia 344,584 459,394
Interest income from bond issued by the Government of Republic of
Armenia to the Bank as additional paid in capital 320,973 -
Net gain/(loss) on spot transactions (2,299,807) 274,511
Interest paid on payables to the Government of the Republic of
Armenia in relation to the loans from the IMF (345,127) (436,596)
Interest paid on other amounts due to the Government of the
Republic of Armenia (445,064) | (1,811,279)

Included in the loss on spot transactions is loss of AMD 2,688,214
thousand which relate to a transaction with the Government of the
Republic of Armenia.
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27. Cash and cash equivalents

Cash and cash equivalents at the end of the financial year as
shown in the statement of cash flow is composed of the following
items:

AMD 000
2006 2005
Cash 491,363 269,956
Nostro accounts 25,470,880 28,700,242
SDR holdings in the IMF 5,074,357 4,581,721
31,036,600 | 33,551,919

28. Fair value of financial instruments

The Bank has performed an assessment of its financial
instruments, as required by IAS 32 Financial Instruments. Disclosure
and Presentation, to determine whether it is practicable within the
constraints of timeliness and cost to determine their fair values with
sufficient reliability.

The Bank estimates the fair value of financial assets and liabilities
other than unquoted equity instruments not to be materially different
from their carrying values. The estimated fair values of its financial
assets and liabilities, except for available-for-sale assets held in
unquoted equity securities, is calculated using discounted cash flow
techniques based on estimated future cash flows and discount rates
for a similar instruments at the balance sheet date.

As disclosed in Note 12 the fair value of unquoted equity securities
with a carrying value of AMD 2,388,462 thousand (2005: AMD
2,400,369 thousand) could not be determined.

The estimates of fair value are intended to approximate the amount
for which a financial instrument could be exchanged between
knowledgeable, willing parties in an arm's length transaction. However
given the uncertainties and the use of subjective judgment, the fair
value should not be interpreted as being realisable in an immediate
sale of the assets or settlement of liabilities.
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29. Average effective interest rates

The table below displays the Bank’s interest bearing assets and
liabilities as at 31 December 2006 and their corresponding average
effective interest rates as at that date. These interest rates are an
approximation of the yields to maturity of these assets and liabilities.

[T 4 o 4, X
oS [223 oS [223
33|88 33|88
> |qWE > | W E
Interest Bearing Assets
Placements with banks and other financial
institutions
Nostro accounts
- USD 19,777,226 | 5,19% 19,166,051 3,44%
- EUR 4,903,265 | 2,08% 8,773,477 | 3,55%
- GBP 673,108 | 4,00% 670,691 3,50%
- Other currencies 123,876 | 0,00% 90,023 | 0,00%
Deposits and other balances in forelgn banks
- USD 157,709,310 | 5,44% 80,775,827 | 4,60%
- EUR 58,788,462 | 3,54% 13,203,744 | 2,26%
- GBP 33,164,714 | 517% 32,471,628 | 4,52%
- Other currencies 8,061,154 | 7,00% 547,788 0,00%
283,201,115 155,699,229
Financial instruments at fair value through
profit or loss
Foreign government securities under own
management
- USD 38,566,365 | 4,86% - -
Securities under trust management
- USD 11,463,019 | 4,91% 12,420,086 | 4,14%
- GBR 1,383,044 | 4,37% 1,949,646 | 4,40%
- EUR 14,708,355 | 3,27% 17,106,365 | 2,99%
- JPY 11,430,834 | 0,39% 13,641,432 | 0,28%
- Other currencies 1,889,334 3,59% 2,484,923 3,70%
79,440,951 47,602,452
Loans and reverse repurchase agreements
- AMD 15,290,302 | 6,80% 11,949,866 | 7,38%
Available-for-sale assets
- AMD 12,759,357 | 4,00% - -
- AMD 4,023,681 6,72% 5,676,708 | 6,72%
- AMD (Equity investments) 2,388,462 | 0,00% 2,400,369 | 0,00%
- USD 12,493,077 | 3,78% - -
- GBP 8,940,743 | 4,46% - -
- EUR (Equity investments) 1,216 0,00% 1,301 0,00%
40,606,536 8,078,378

127



2006 ANNUAL FINANCIAL STATEMENTS OF THE CBA

Held to maturity investments

- UsSD - - 77,937,768 | 3,61%
- EUR - - 46,518,761 2,34%
- GBP - - 10,714,857 | 4,44%
- 135,171,386
Placements with the IMF
- SDR (SDR holdings) 5,117,455 | 4,07% 4,612,308 | 3,03%
Interest Bearing Liabilities
Deposits and balances from financial and other
institutions
Deposits of domestic banks
- AMD 7,400,000 1,75% 7,700,000 1,00%
Vostro accounts of domestic banks
- AMD 31,321,925 | 0,00% 22,261,284 | 0,00%
- Other currencies 23,628,832 | 0,00% 22,277,775 | 0,00%
Other term deposits
- EUR 1,693,225 | 4,23% 1,877,385 3,30%
- AMD 332,441 4,23% 544,767 3,30%
Other accounts
- AMD 247,483 | 0,00% 497,662 0,00%
- Other currencies 488,196 | 0,00% 112,620 | 0,00%
65,112,102 55,271,493
Due to the Government of the Republic of
\rmenia
- AMD 61,532,562 1,75% 21,993,849 1,00%
- SDR 59,487,180 | 0,50% 79,411,892 0,50%
-UsSD 206,972 | 0,00% 39,493,293 0,00%
121,226,714 140,899,034
Other borrowed funds
- EUR 8,043,093 | 0,75% 8,928,231 0,75%
Debt securities issued
- AMD 38,987,836 | 5,70% 21,482,856 | 4,31%
Other liabilities
Demand deposits
- AMD 684,632 |12,00% 555,151 | 12,00%
Other liabilities
- AMD 262,029 | 0,00% 149,996 0,00%
- Other currencies 29,897 0,00% 104,115 0,00%
976,558 809,262

128



2006 ANNUAL FINANCIAL STATEMENTS OF THE CBA

30. Maturity analysis

The following table shows financial assets and liabilities by
remaining contractual maturity dates as at 31 December 2006. Due to
the fact that substantially all the financial instruments of by the Bank
are fixed rated these remaining contractual maturity dates also
represent the contractual interest rate repricing dates.

AMD 000
Less than 1to 3 months 1 year to More than No maturity Total
1 month 3 months to 1 year 5 years 5 years

Assets
Cash 491,363 - - - - - 491,363
Placements with banks and
financial institutions 79,893,876 122,392,337 80,914,902 - - - 283,201,115
Financial instruments at fair value
through profit or loss 646,928 24,047,559 27,982,003 20,791,358 5,973,103 - 79,440,951
Loans and reverse repurchase
agreements 3,358,937 217,775 4,500,000 7,213,590 - - 15,290,302
Available for sale assets 89,043 5,757,808 30,028,626 2,341,381 - 2,389,678 40,606,536
Placements with the IMF 5,117,455 - - - - - 5,117,455
Other assets 223,726 - - - - - 223,726
Total financial assets 89,821,328 152,415,479 143,425,531 30,346,329 5,973,103 2,389,678 424,371,448
Liabilities
Notes and coins in circulation - - - - - 226,841,135 226,841,135
Deposits and balances from
financial and other institutions 63,272,626 146,251 1,693,225 - - - 65,112,102
Due to the Government of the
Republic of Armenia 121,226,714 - - - - - 121,226,714
Debt securities issued 5,368,761 19,122,684 14,496,391 - - - 38,987,836
Other borrowed funds 14,310 - - 233,022 7,795,761 - 8,043,093
Other liabilities 896,608 19,242 - - - - 915,850
Total financial liabilities 190,779,019 19,288,177 16,189,616 233,022 7,795,761 226,841,135 461,126,730
Net position as at 31 December
2006 (100,957,691) 133,127,302 127,235,915 30,113,307 (1,822,658) (224,451,457) (36,755,282)
Net position as at 31 December
2005 15,545,438 43,656,957 44,016,594 7,148,901 25,730,893 (155,274,723) (19,175,940)
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31. Currency analysis

The following table shows the currency structure of assets and
liabilities at 31 December 2006:

AMD usD EUR GBP
Assets
Cash - 488,856 2,408 -
Placements with banks and financial institutions - 177,486,536 63,695,727 33,837,822
Financial instruments at fair value through profit or loss - 50,029,384 14,708,355 1,383,044
Loans and other claims 15,290,302 - - -
Available for sale investments 19,171,500 12,493,077 1,216 8,940,743
Placements with the IMF - - - -
Property and equipment 7,061,116 - - -
Intangible assets 70,484 - = -
Other assets 566,507 8,631 157,509 -
Total assets 42,159,909 240,506,484 78,565,215 44,161,609
Liabilities
Notes and coins in circulation 226,841,135 - - -
Deposits and balances from financial and other
institutions 39,301,849 21,407,382 4,402,357 -
Due to the Government of the Republic of Armenia 61,532,562 206,972 - -
Debt securities issued 38,987,836 - - -
Other borrowed funds - - 8,043,093 -
Other liabilities 946,660 19,242 2,469 -
Total liabilities 367,610,042 21,633,596 12,447,919 -

Net on balance sheet position as of 31 December 2006 (325,450,133) 218,872,888 66,117,296 44,161,609

Net off balance sheet position as of 31 December 2006 - 28,801,365 (14,721,874) (1,355,374)

Net on and off balance sheet positions as of 31
December 2006 (325,450,133) 247,674,253 51,395,422 42,806,235

Net on and off balance sheet positions as of 31
December 2005 (263,139,913) 168,165,252 53,825,084 44,028,271

130



2006 ANNUAL FINANCIAL STATEMENTS OF THE CBA

AMD ‘000
JPY SDR RUR Other Total

. . . 99 491,363

9,429 = 8,141,533 30,068 283,201,115
11,430,834 . . 1,889,334 79,440,951

= = = = 15,290,302

. . . . 40,606,536

= 5,117,455 = = 5,117,455

= = = = 7,061,116

= = = = 70,484

. . . 108 732,755

11,440,263 5,117,455 8,141,533 1,919,609 432,012,077

- = = - 226,841,135

- - - 514 65,112,102

- 59,487,180 - - 121,226,714

- - - - 38,987,836

- - - - 8,043,093

- 2,589 - 5,598 976,558

- 59,489,769 - 6,112 461,187,438

11,440,263  (54,372,314) 8,141,533 1,913497  (29,175,361)
(11,326,055) - - (1,398,062) -
114,208  (54,372,314) 8,141,533 515435  (29,175,361)

- (15,603,003) 55,090 34,982  (12,634,237)
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Appendix

NOTES ON DIFFERENCES IN DATA PROVIDED IN THE CBA
PUBLICATIONS AND THE 2006 REPORT

The GDP, state budget and balance of payments indicators provided in statistical tables, as
well as ratios calculated based on these indicators, have been adjusted by agencies responsible
for the statistics of these indicators. However, there are certain indicators in the text that differ from
those provided in the 2007 Monetary Policy Program of the Republic of Armenia, as preliminary
data and the CBA estimations for 2006 were used in developing the program.

Differences in relevant monetary and supervisory indicators are due to different methods of
classification: monetary indicators are classified according to principles of sectorization, whereas
the supervisory indicators are classified based on balance sheet items.

The reason for the difference between indicators in Table “The CBA Balance Sheet” in the
appendix to the CBA Annual Report and the Annual Financial Statements is that all
classifications in Table 7 are made in accordance with the “RA Monetary and Financial Statistics
Manual” issued by the CBA, whereas in the Financial Statements classifications are made
according to balance sheet items.
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Table 1. Main Macroeconomic Indicators

million drams

2005° 2006
| Il 1 I\ Annual
7 2 3 4 5 6 7
I. Real sector
Gross domestic product (GDP) 2243953.1 266145.5 543403.8 910513.7 9449736  2665036.6
real growth ( %)’ 14.0 8.0 14.0 13.2 14.9 13.4
real growth (cumulative, %) 14.0 8.0 11.9 12.5 13.4 13.4
GDP deflator (cumulative, %) 3.2 -1.0 1.8 5.1 4.8 4.8
GDP per capita ? (drams) 697594.8 82678.3 168803.5 282759.4 293310.7 827647.9
real growth (%)’ 13.9 7.9 13.9 13.1 10.5 13.2
GDP per employee 2 (drams) 2044045.5 241972.5 479403.4 811003.6 864173.4 2395753.9
real growth (%)’ 15.4 5.1 12.5 14.7 7.8 11.8
Gross national income (GN/)*" 2264549.4  274094.8  546907.4 9182155  965240.6 2704458.3
real growth (%)’ 14.0 8.1 14.2 13.0 12.5 14.0
GNI per capita " (drams) 703997.7 85147.7 169891.9 285151.2 299601.3 839890.6
real growth (%)’ 13.8 8.0 14.1 12.9 12.4 13.9
Gross national disposable income (GND/)*" (drams) 2450976.6 310309.8 603474.9 982734.5 1043596.6 2940115.7
real growth (%)’ 13.4 9.2 16.1 13.6 12.7 147
GNDI per capita 2" (drams) 761953.7 96397.9 187464.1 305187.6 323922.3 913075.9
real growth (%)’ 13.2 9.1 15.9 13.4 12.6 14.5
Gross national savings > " 502729.4 -6147.6  140166.2 2757242  301360.8  711103.5
Net lending (+) / borrowing (-) > ™ -140101.2 -48282.9 -37305.8 -18000.9 -31356.0 -134,945.6
Household income 1437607.4 312792.0 372396.1 458475.6 578590.0 1722253.7
real growth (%)* 12.9 18.4 16.8 16.2 13.0 16.4
Household expenses 1405138.6 633739.9 1694198.8 2924486.1 4343346.1 1650686.8
real growth (%)? 11.1 17.8 17.1 12.2 12.2 14.2
Labor market (cumulative)
Average monthly nominal wages per employee (drams) 52060 56114 59832 61561 64278 64278
Labor force (thousands) 1195.8 1189.2 1206.7 1208.4 1201.3 1201.3
Number of employed (thousands) 1097.8 1099.9 1116.7 1118.6 1112.4 1112.4
Number of unemployed (thousands) 98.0 89.3 90.0 89.8 88.9 88.9
Unemployment rate (%) 8.1 7.7 7.6 7.4 7.4 7.4
Inflation (%) *
Average monthly 0.0 0.9 0.5 -0.7 0.9 0.4
Compared to the same period of the previous year 0.6 -2.0 1.7 6.6 5.7 2.9
Compared to the previous period 0.6 4.6 1.6 -1.4 0.8 2.9
Compared to the end of the previous period -0.2 2.8 1.5 -2.0 2.8 5.2
Il. Fiscal sector®
Total revenue and grants 374747 82478 111536 111923 130423 436359
Tax, non-tax and capital revenue 363117 81671 108116 110327 123230 423344
of which: tax revenue 321532 74564 92080 99655 112400 378700
Total expenditure 417506 83880 118554 129383 143032 474712
Budget deficit (-) / surplus (+) -42759 -1403 -7018 -17460 -12608 -38353
Share in GDP (%) -1.7 -0.6 -1.5 -2.4 -1.6 -1.7
I1l. Monetary sector
Broad money *""° 365559 358470 370759 405395 485737 485737
Monetary base "®"® 200578 189091 199115 231092 282997 282997
Net domestic assets of the CBA (NDA)"®'® -14153 -24394 -52531 -43541 -104556 -104556
Net domestic assets of the banking system (NDA) %" 132245 133563 111321 121238 87495 87495
Velocity of broad money turnover (period average)'’ 7.28 0.75 1.50 2.31 2.20 6.82
Money multiplier (period average) 2.03 1.87 1.94 1.85 1.84 1.81
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7 2 3 4 5 6 7
Financial market (%)
CBA repo rate ’ 3.50 4.00 4.00 4.50 4.75 4.75
T-bill yield ° 5.09 4.88 6.07 5.96 6.50 6.50
Interbank rate ° 4.33 3.21 4.94 4.96 4.98 4.98
Commercial banks’ deposit rate " 6.45 5.17 5.57 5.92 5.59 5.59
Commercial banks’ lending rate ' 17.29 16.51 15.56 16.49 17.20 17.20

IV. External sector ™

AMD/USD exchange rate

end of period 450.19 450.92 418.79 381.50 363.50 363.50

period average 457.69 450.95 436.78 402.39 374.04 416.04
AMD real effective exchange rate (1997=100)" 106.2 101.15 102.03 107.38 114.09 116.5
Net foreign assets of the CBA (million drams)”'*"® 214731 213485 251646 274633 387514 387553
Gross international reserves (million US dollars) ™ *'® 674.2 674.7 761.1 817.1 1072.0 1072.0
Gross international reserves (million drams) "'*"® 303499 304227 318749 311719 389685 389685
Exports (FOB, million US dollars) 973.9 184.4 253.2 261.8 304.5 1004.0
Imports (CIF, million US dollars) 1801.7 422.0 529.2 557.5 685.6 2194 .4
Trade balance (million US dollars) -827.8 -237.6 -276.0 -295.8 -381.1 -1190.4
Current account to GDP ratio (%) -3.9 -16.5 -7.2 -2.7 -4.1 -5.3
Current account to GDP ratio (less official transfers) (%) -5.3 -18.1 -9.2 -3.0 -5.1 -6.3

! Real growth is compared with the same period of the previous year.

2 CBA calculation based on data provided by the National Statistical Service of the Republic of Armenia. The Net Lending/Borrowing indicator is
calculated as national savings plus net capital transfers minus gross investment.

% Data for 2005 on the real sector and balance of payments are adjusted by the National Statistical Service of the Republic of Armenia. That is
why these indicators differ from relevant indicators shown in the 2005 CBA Annual Report.

* Quarterly figures are calculated by the CBA on the basis of data provided by the National Statistical Service of the Republic of Armenia.

° Actual indicators of 2005 and actual indicators of nine month of 2006 are based on data provided by the National Statistical Service of
Armenia, and the indicators of the forth quarter are preliminary indicators provided by the Ministry of Finance and Economy of the Republic of
Armenia.

% Broad money includes Armenia dram in circulation, resident’s demand and time deposits in drams and FX deposits. Broad money includes
also accrued interest, that is why broad money indicators of 2005 differ from indicator shown in the 2005 CBA Annual Report.

” As of the end of the period.

8 Data for 2005 differ from those shown in the 2005 CBA Annual Report. since NFA of the CBA are calculated at revised program exchange
rates. Moreover, CBA indicators are calculated on the accrual basis. See also footnofe 13.

g Weighted average yield on medium-term coupon bonds with partial repayment is shown as at the last month of the period, while the previous
month’s relevant data shall be taken if no allocations have been made in that months.

" Calculated as weighted average interest rate on interbank dram loans and deposits (except for demand) and repos with maturity of up to 1
year for the last month of the period.

" Calculated as welghted average interest rate on dram deposits (except for demand) attracted from the economy (extended loans) with the
maturity of up to 1 year for the last month of the period.

"2 Calculated with 1999-2003 weights against total volume of foreign trade with 9 main partners of the Republic of Armenia, without account of
the volumes of humanitarian aiad, petrol, natural gas and diamond.

3 Excluding privatization account. These include forejgn assets in convertible currency and foreign liabilities in convertible currency and drams.
NFA are calculated at the following program exchange rates: USD 1 = AMD 450.19, SDR 1 = USD 1.4293, EUR 1 =USD 1.1825, GBP 1 = USD
1.7181.

" Data for 2006balance of payment and AMD real effective exchange rate are preliminary.

" Include the CBA closing entries.

% Excluding privatization account. Include assets only in freely convertible currencies. Calculated at actual exchange rate.

"7 Quarterly indicators of 2006 velocity of money turnover are calculated on the basis of GDP annual and quarterly indicators and broad money
average annual and quarterly indicators.

137



Appendix

Table 2. Output of Key Branches of Economy

miflion drams

2005 2006

| Il 1 v Annual
1. Industry 651919.6 137928.1 162760.4 1673221 1754931 643503.7
real growth 2 107.6 95.3 99.0 98.4 99.1 99.1

of which:
a. energy, gas, water production and supply 114229.9 32074.5 24148.1 24486.1 31482.9 112191.6
real growth 110.7 93.7 95.6 96.8 97.8 97.8
b. mining industry 113328.0 222255 29898.8 31346.3 29985.8 113456.4
real growth 95.4 96.6 101.6 102.9 106.2 106.2
c. processing industry 424361.7 83628.1 108713.5 111489.7 114024.4 417855.7
real growth 109.9 95.5 99.2 97.8 97.9 97.9
2. Agriculture® 493017.9 40202.7 118950.6 370568.0 555922.3 555922.3
real growth 111.2 103.5 107.2 100.0 100.4 100.4

of which:
a. plant-breeding 288053.3 39184 32899.8 195322.5 124098.5 356239.2
real growth 114.9 104.8 112.6 96.4 95.6 95.6
b. cattle-breeding 204964.6 36284.3 45848.1 56294.9 61255.8 199683.1
real growth 106.4 103.4 105.0 106.7 1104 110.4
3. Construction 435125.0 27863.4 137761.5 228178.1 229308.5 623111.5
real growth 141.0 125.2 131.8 139.6 1371 1371

of which:
a. for production purposes 172343.3 12928.4 44839.4 87710.9 109663.2 255141.9
b. for non-production purposes 262781.7 14935.0 92922.1 140467.2 119645.3 367969.6
4. Retail sales * 853869.0 148281.9 172445.6 215546.0 284543.2 820816.7
real growth 107.5 113.6 112.1 110.9 110.5 110.5
5. Services 333840.9 96064.5 108745.4 134071.0 139977.1 478858.0
real growth 115.5 122.1 121.1 122.1 120.3 120.3

6. Freight turnover of transport for general use,

million ton/km 2300.7 628.8 4417 495.7 779.3 2345.5
real growth 114.6 92.8 96.3 98.6 101.9 101.9

" Data are adjusted by the National Statistical Service of the Republic of Armenia.
2 Real growth of branches is compared with the same period of the previous year, cumulative.
% Gross agricultural productis shown on cumulative basis.

* According to 2006 revised methodology of the National Statistical Service of the Republic of Armenia, retail sales does not include VAT and
other similar (indirect) taxes.
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Table 3. Balance of Payment '

million US dollars

2005 2008
| Il ] v Annual

Exports (credit) 1004.9 193.3 261.9 270.6 3134 1039.3
Imports (debit) 1592.8 368.1 459.9 491.2 609.6 1928.7
Trade balance -587.9 -174.7 -198.0 -220.6 296.2 889.5
Services (net) -59.3 9.7 -14.9 -11.7 214 57.6
Income (net) 447 17.6 8.0 20.3 29.4 75.4
Current transfers (net) 409.2 69.3 115.5 151.5 182.9 519.2

Official transfers (net) 67.3 9.4 251 8.0 249 67.6
Current account (less official transfers) -260.6 -106.9 -114.5 -68.5 -130.1 -420.1
Current account -193.3 -97.4 -89.3 -60.5 -105.2 -352.5
Direct investments (net) 2515 45.5 62.1 88.1 100.0 295.6
Change in gross reserves (less privatization account) (- growth) -162.1 6.6 -74.6 -49.9 -242.0 -359.9
Memo items
Public external debt 1099.2 1110.4 1163.4 1173.1 1205.6 1205.6
Public external debt service 61.8 12.8 17.0 10.0 18.7 58.4
Current account/GDP (%) -3.9 -16.5 -7.2 -2.7 -4.1 -5.3
Current account (less official transfers)/GDP (%) -5.3 -18.1 -9.2 -3.0 -5.1 -6.3
Exports of goods and services/GDP (%) 271 43.7 28.0 16.8 16.2 211
Imports of goods and services/GDP (%) 40.2 74.9 451 271 28.8 35.4
Imports coverage (month) 4.0 4.6 41 4.0 4.4 55
Public external debt service / exports of goods and services (%) 4.6 5.0 4.9 2.6 4.6 4.2

" Indicators of 2006 Balance of Payment are preliminary.
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Table 4. Price Indices in the Republic of Armenia

Indicators 01.06 02.06 03.06 04.06 05.06 06.06
1. Consumer price index (CPI) 102.5 102.7 102.8 103.1 105.6 104.3
of which:
food stuff price index (including alcohol and tobacco) 104.6 104.5 104.7 104.7 109.0 106.7
(in %, compared with the preceding month) 4.6 -0.1 0.2 0.0 4.1 -2.1
non-food stuff price index 99.8 99.7 100.0 101.0 101.9 102.3
(in %, compared with the preceding month) -0.2 -0.1 0.2 1.0 0.9 0.3
services tariff index 100.2 101.2 101.0 101.4 101.5 101.3
(in %, compared with the preceding month) 0.2 1.0 -0.2 0.4 0.1 -0.2
2. CPI (in %, cor'npared with the same period of the previous 97.0 975 98.0 98.5 09.3 99.8
year, cumulative)
3. Manufactured products price index 97.8 97.0 94.3 97.3 104.2 101.9
(in %, compared with the preceding month) -2.2 -0.8 -2.8 3.3 71 -2.3
4. Price index in capital construction 100.3 100.4 102.6 104.2 104.4 104.4
(in %, compared with the preceding month) 0.3 0.1 2.2 1.6 0.1 0.0
5. Agricultural products sales price index 99.1 102.0 102.3 105.4 104.5 99.6
(in %, compared with the preceding month) -0.9 1.5 0.2 3.3 -2.0 -16.8
6. Freight service rates index 99.1 99.1 99.6 119.8 119.7 119.3
(in %, compared with the preceding month) -0.9 0.0 0.5 20.3 -0.1 -0.3
7. Inflation (in %, compared with the preceding month) 2.5 0.2 0.1 0.3 2.4 -1.2
8. Core inflation index ' 100.4 100.4 100.4 100.7 100.6 100.6
(in %, compared with the preceding month) 0.1 0.0 0.1 0.1 0.1 0.0

" Calculations of the CBA are made on the basis of data provided by the National Statistical Service of the Republic of Armenia.
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(12.2005 =100)

07.06 08.06 09.06 10.06 11.06 12.06
103.6 102.7 102.3 102.5 103.5 105.2
103.9 102.0 101.1 101.5 103.4 106.6
-2.6 -1.8 -0.9 0.4 1.9 3.1
102.2 102.7 102.4 102.0 101.1 100.5
-0.1 0.4 -0.2 -0.4 -0.9 -0.6
104.0 103.8 104.4 104.5 105.1 105.3
2.6 -0.2 0.5 0.1 0.6 0.2
100.8 101.5 102.0 102.4 102.7 102.9
101.8 101.5 100.7 101.4 100.6 100.6
0.0 -0.3 -0.8 0.7 -0.8 0.0
104.5 105.0 105.4 105.2 107.2 107.1
0.1 0.5 0.3 -0.2 1.9 -0.1
100.6 100.4 92.4 97.7 102.3 103.8
-16.1 -16.8 -7.2 1.8 34 11.9
119.3 119.5 119.5 119.0 118.5 118.2
0.0 0.1 0.0 -0.4 -0.4 -0.3
-0.7 -0.9 -0.3 0.2 1.0 1.6
100.7 100.7 100.9 101.2 101.5 101.7
-0.1 0.0 0.0 0.1 0.1 0.1
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Table 5. The CBA Summary Balance Sheet Figures

01.06 02.06  03.06* 04.06 05.06  06.06 *
Balance at the end of the month

Net foreign assets (less privatization account)’ 214812 212725 213485 216311 238232 251646
Net foreign assets' 253352 251264 252024 254851 257414 270827
of which: privatization account 38539 38539 38539 38539 19181 19181
Net domestic assets, of which: -27422 -25664 -24394 -32199 -53364 -52531
- Government 2 -30625  -28170  -22459  -35752 -39567 -35026

- banks 7584 8533 10620 11939 13949 12471

- CBA-issued securities (-) -23534  -24573  -29078  -27327 -26332 -23908

- other assets net 19153 18547 16523 18941 -1415 -6067
Monetary base, of which: 187391 187061 189091 184112 184869 199115
- national currency outside the CBA 142257 143056 141266 143454 145795 154389

- required reserves (in drams) 22418 22694 22425 19230 17173 21774

- required reserves (in FX) 21652 20659 24645 20630 21150 22274

- other accounts 1064 652 755 798 751 678

in drams 1052 613 643 613 611 631

in FX 13 39 112 184 140 47
Flows compared with the previous month

Net foreign assets (less privatization account) - -2087 760 2826 21921 13413
Net foreign assets - -2087 760 2826 2563 13413
of which: privatization account - 0 0 0 -19358 0
Net domestic assets, of which: - 1758 1270 -7806 -21164 833
- Government - 2454 5712 -13294 -3814 4540

- banks - 948 2087 1319 2011 -1479

- CBA-issued securities (-) - 1038 4505 -1751 -995 -2423

- other assets net - -607 -2024 2418 -20355 -4652
Monetary base, of which: - -330 2030 -4979 757 14246
- national currency outside the CBA - 799 -1791 2189 2341 8594

- required reserves (in drams) - 276 -269 -3195 -2058 4602

- required reserves (in FX) - -993 3987 -4016 521 1123

- other accounts - -412 103 43 -47 -73

in drams - -438 30 -29 -2 20

in FX - 26 73 72 -45 -93
Percentage change against the previous month

Net foreign assets (less privatization account) - -1.0 0.4 1.3 10.1 5.6
Net foreign assets - -0.8 0.3 1.1 1.0 5.2
of which: privatization account - 0.0 0.0 0.0 -50.2 0.0
Net domestic assets, of which: - 6.4 4.9 -32.0 -65.7 1.6
- Government - 8.0 20.3 -59.2 -10.7 11.5

- banks - 12.5 24.5 124 16.8 -10.6

- CBA-issued securities (-) - 4.4 18.3 -6.0 -3.6 -9.2

- other assets net - -3.2 -10.9 14.6 -107.5 -328.8
Monetary base, of which: - -0.2 1.1 -2.6 0.4 7.7
- national currency outside the CBA - 0.6 -1.3 1.5 1.6 5.9

- required reserves (in drams) - 1.2 -1.2 -14.2 -10.7 26.8

- required reserves (in FX) - -4.6 19.3 -16.3 25 5.3

- other accounts - -38.7 15.8 5.7 -5.9 -9.7
USD/AMD exchange rate * 449.19 450.68 450.92 446.14 427.56 418.79

" NFA include foreign assets in convertible currency and foreign liabilities in convertible currency and drams, and are calculated at program
exchange rates (USD 1 = AMD 450.19, SDR 1 = USD 1.4293, EUR 1 = USD 1.1825, GBP 1 = USD 1.7181).

2 CBA net claims on Government include claims on Government less Government deposits with the CBA PIU accounts.

3 End of period.
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million drams

07.06 08.06 09.06 * 10.06 11.06 12.06 *
234033 246417 274633 304708 321935 387553
272572 284956 313172 323607 341060 387553

38539 38539 38539 18900 19125 0
-28931 -29405 -43541 -67308 -81166 -104556
-29534 -24435 -25389 -41108 -45826 -57716

9887 12251 10624 11673 8644 7876
-23358 -29246 -34956 -39723 -41489 -38988

14075 12024 6181 1849 -2496 -15728
205102 217012 231092 237400 240769 282997
165490 173849 182931 191764 194562 226841

18537 21724 28697 24891 25094 31322

20355 20447 18691 19639 20313 23629
719 992 773 1106 800 1206
719 912 750 1083 778 717

1 80 24 23 21 488
-17613 12384 28216 30075 17227 65618
1745 12384 28216 10436 17452 46493
19358 0 0 -19640 225 -19125
23600 -474 -14136 -23767 -13858 -23389
5492 5099 -954 -15719 -4718 -11890
-2584 2365 -1628 1050 -3029 -768
-550 5888 5710 4766 1767 -2502
20142 -2050 -5843 -4332 -4345 -13233
5987 11909 14080 6308 3369 42228

11101 8359 9082 8833 2798 32279

-3237 3187 6973 -3806 203 6227

-1918 91 -1756 948 674 3316

X 272 -219 333 -307 406

88 193 -162 334 -305 -61
-46 79 -56 0 -2 467
-7.0 5.3 11.5 11.0 5.7 20.4
0.6 4.5 9.9 3.3 5.4 13.6
100.9 0.0 0.0 -51.0 1.2 -100.0
44.9 -1.6 -48.1 -54.6 -20.6 -28.8
15.7 17.3 -3.9 -61.9 -11.5 -25.9
-20.7 23.9 -13.3 9.9 -25.9 -8.9
-2.3 25.2 19.5 13.6 4.4 -6.0
332.0 -14.6 -48.6 -70.1 -235.0 -530.2
3.0 5.8 6.5 2.7 1.4 17.5
7.2 5.1 5.2 4.8 1.5 16.6
-14.9 17.2 321 -13.3 0.8 24.8
-8.6 0.4 -8.6 5.1 34 16.3
6.1 37.9 -22.1 43.1 -27.7 50.7
415.32 396.54 381.50 378.93 369.05 363.50

* Includes closing entries.
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Table 6. Monetary Survey of the Republic of Armenia

01.06 02.06 03.06 ’ 04.06 05.06 06.06 ’
Balance at the end of the month
Net foreign assets ' 238115 231084 224907 226454 250969 259438
Net domestic assets, of which: 116533 121625 133563 131359 107637 111321
- Government * -11388 -8933 -1298 -13641 -17834 -13432
- economy 188349 192126 201601 211513 215761 219053
- other assets net -60429 -61568 -66740 -66513 -90290 -94300
Dram broad money * 207189 208809 210910 212696 215970 229466
Broad money *, of which: 354648 352709 358470 357813 358606 370759
- national currency in circulation 130758 131039 130268 132579 135356 144270
- demand deposits in drams ° 53935 54402 56500 56208 57330 61770
- time deposits in drams 22496 23368 24142 23909 23284 23425
- FX deposits 147459 143900 147560 145117 142636 141294
demand® 64002 59511 67047 67871 67283 68574
time 83456 84389 80512 77246 75354 72720
Money multiplier® 1.89 1.89 1.90 1.94 1.94 1.86
Flows compared with the previous month
Net foreign assets - -7031 -6177 1547 24515 8469
Net domestic assets, of which: - 5092 11938 -2204 -23722 3684
- Government - 2455 7634 -12342 -4194 4402
- economy - 3777 9475 9912 4249 3292
- other assets net - -1140 -5171 227 -23777 -4010
Dram broad money - 1619 2101 1786 3274 13496
Broad money, of which: - -1939 5761 -657 793 12153
- national currency in circulation - 281 -771 2311 2777 8914
- demand deposits in drams - 466 2098 -292 1121 4441
- time deposits in drams - 872 774 -233 -625 141
- FX deposits - -3558 3659 -2443 -2481 -1343
demand - -4492 7536 824 -588 1291
time - 933 -3877 -3267 -1892 -2633
Percentage change against the previous month
Net foreign assets - -3.0 -2.7 0.7 10.8 3.4
Net domestic assets, of which: - 4.4 9.8 -1.6 -18.1 3.4
- Government - 21.6 85.5 -950.6 -30.7 24.7
- economy - 2.0 4.9 4.9 2.0 1.5
- other assets net - -1.9 -8.4 0.3 -35.7 -4.4
Dram broad money - 0.8 1.0 0.8 1.5 6.2
Broad money, of which: - -0.5 1.6 -0.2 0.2 3.4
- national currency in circulation - 0.2 -0.6 1.8 2.1 6.6
- demand deposits in drams - 0.9 3.9 -0.5 2.0 7.7
- time deposits in drams - 3.9 3.3 -1.0 -2.6 0.6
- FX deposits - -2.4 2.5 -1.7 -1.7 -0.9
demand - -7.0 12.7 1.2 -0.9 1.9
time - 1.1 -4.6 -4.1 -2.4 -3.5
USD/AMD exchange rate ° 449.19 450.68 450.92 446.14 427.56 418.79

" NFA include foreign assets in convertible currency and foreign liabilities in convertible currency and drams. NFA of the CBA are calculated at
program exchange rates, NFA of commercial banks - at actual exchange rates.

? Net claims of the banking system on the Government are equal to the sum of claims on the Government less liabilities of the banking system
fo the Government.

% Dram broad money includes national currency in circulation, residents’ demand and time deposits only in drams (including accrued interest),
.e. broad money less FX deposits.

* Broad money includes national currency in circulation, residents’ demand and time deposits in drams and FX deposits (including accrued
interest).

® Including accounts.

% End of period.
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million drams

07.06 08.06 09.06 ’ 10.06 11.06 12.06’
244905 265202 284157 307865 349095 398242
135787 131660 121238 102142 107877 87495

-7773 -4598 -3840 -22828 -23967 -31832
219313 220350 225525 229330 237657 241461
-75754 -84092 -100447 -104360 -105813 -122133
241503 252893 276876 285349 300944 342326
380692 396862 405395 410007 456972 485737
153647 162132 172716 178824 183727 211469

63734 64760 74702 74377 83283 83858

24122 26000 29458 32148 33934 46998
139189 143969 128520 124658 156028 143411

67018 75652 62271 57162 86909 60002

72171 68316 66249 67496 69119 83409

1.86 1.83 1.75 1.73 1.90 1.72
-14533 20297 18955 23708 41231 49146
24466 -4127 -10422 -19096 5735 -20382
5660 3175 758 -18988 -1140 -7865
260 1036 5176 3805 8327 3804
18546 -8338 -16356 -3912 -1453 -16320
12037 11390 23983 8473 15595 41382
9932 16170 8533 4612 46965 28765
9377 8485 10583 6108 4903 27742
1964 1026 9942 -325 8906 575
697 1879 3457 2691 1786 13064
-2105 4780 -15449 -3862 31370 -12617
-1556 8635 -13382 -5108 29747 -26907
-549 -3855 -2067 1247 1623 14290
-5.6 8.3 7.1 8.3 13.4 141
22.0 -3.0 -7.9 -15.8 5.6 -18.9
42.1 40.8 16.5 -494.5 -5.0 -32.8
0.1 0.5 2.3 1.7 3.6 1.6
19.7 -11.0 -19.4 -3.9 -1.4 -15.4
5.2 4.7 9.5 3.1 5.5 13.8
2.7 4.2 2.2 1.1 11.5 6.3
6.5 5.5 6.5 3.5 2.7 15.1
3.2 1.6 15.4 -0.4 12.0 0.7
3.0 7.8 13.3 9.1 5.6 38.5
-1.5 3.4 -10.7 -3.0 25.2 -8.1
-2.3 12.9 -17.7 -8.2 52.0 -31.0
-0.8 -5.3 -3.0 1.9 2.4 20.7
415.32 396.54 381.50 378.93 369.05 363.50

7 The CBA indiicators include closing entries.
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Table 7. The CBA Balance Sheet’

01.06 02.06 03.06 04.06 05.06 06.06 ®

Balance at the end of the month

Assets

Foreign assets 344808 340298 342839 341595 336658 336604
Convertible currency and gold, of which: 344746 340263 342829 341584 336647 336592
Gold 0 0 0 0 0 0
Reserve positions in the IMF 0 0 0 0 0 0
SDR holdings 4666 2478 8356 5979 7936 5192
Claims on non-resident banks 222244 228777 211664 227141 229526 286363
Other convertible currency 117836 109008 122808 108464 99185 45038
Non-convertible currency, of which: 56 29 0 0 0 0
Claims on non-resident banks 56 29 0 0 0 0
Other non-convertible currency 0 0 0 0 0 0
Foreign assets in drams 6 6 10 11 10 12
Claims on the Government 5650 5584 5398 5147 5000 4875
Claims on resident banks *, of which: 7584 8533 10620 11939 13949 12471
Reverse repos (-) -591 -2062 0 -513 0 0
Deposits (-) -3601 -1250 -1300 0 0 0
Foreign currency allocation swap (-) 0 0 0 -947 -1617 -1121
Claims on economy 21 20 20 19 19 17
Other financial assets 2401 2401 2400 3325 3927 16234
Accounts receivable 476 437 426 577 463 406
Non-financial assets 6358 6402 6372 6375 6346 6393
Total assets 367300 363676 368074 368977 366363 376999

" All classifications are made according to the “RA Monetary and Financial Statistics Manual” issued by the CBA. Foreign assets and liabilities
are calculated at actual exchange rates.

? Includes gold standard bullions, gold deposits and correspondent accounts in gold with non-resident banks.

? Deposits attracted from commercial banks, reverse repo agreements and foreign currency allocation swap with them are netted against claims
on banks.
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million drams

07.06 08.06 09.06 ° 10.06 11.06 12.06 °
337291 333724 344391 348833 356733 389696
337274 333708 344378 348821 356727 389684

0 0 0 0 0 0
0 0 0 0 0 0

5181 8709 8335 6194 5619 5117
292718 289788 282870 270687 280662 324076

39375 35211 53173 71940 70446 60491

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

17 17 13 11 6 12
4802 4784 4538 4304 4161 4024
9887 12251 10624 11673 8644 7876
0 0 0 0 0 0

0 0 0 0 0 0
-1505 -2425 2423 0 0 0
17 16 16 15 15 14
16684 17652 17603 15383 15425 15148
346 628 768 1319 1351 445

6467 6562 6695 6702 6765 7607
375493 375619 384634 388229 393093 424810

147



Appendix

01.06 02.06 03.06 ° 04.06 05.06 06.06 °

Liabilities
Monetary base 187391 187061 189091 184112 184869 199115
National currency outside the CBA 142257 143056 141266 143454 145795 154389
Required reserves of resident banks * 44069 43353 47071 39860 38323 44048
Required reserves in drams 22418 22694 22425 19230 17173 21774
Required reserves in FX 21652 20659 24645 20630 21150 22274
Residents’ deposits in drams 1052 613 643 613 611 631
Residents’ deposits in FX 13 39 112 184 140 47
Accumulation accounts for banks’ statutory fund 0 0 45 0 0 0
Foreign liabilities 89657 87725 88728 85963 85920 80834
In convertible currency 89302 86706 88526 85755 85786 80551
of which: IMF credit 80130 77636 77992 76303 76370 71720
in non-convertible currency 17 17 17 17 17 17
in drams 337 1001 184 190 116 267
Government deposits 36275 33754 27857 40899 44566 39901
CBA-issued securities 23534 24573 29078 27327 26332 23908
Other liabilities ° 40506 40854 42990 40082 40838 40460
Capital and reserves -10063 -10291 -9714 -9405 -16162 -7220
Total liabilities and capital 367300 363676 368074 368977 366363 376999

* Do not include Banks’ time deposits, reverse repo agreements and foreign currency allocation swap with the CBA.
® Include also privatization accounts.
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miflion drams

07.06 08.06 09.06 ° 10.06 11.06 12.06 °
205102 217012 231092 237400 240769 282997
165490 173849 182931 191764 194562 226841

38893 42171 47388 44530 45407 54950

18537 21724 28697 24891 25094 31322

20355 20447 18691 19639 20313 23629

719 912 750 1083 778 77
1 80 24 23 21 488
647 671 0 0 252 0

80504 76178 73247 70192 69259 67813

80215 75946 72507 70101 69145 67550

71342 67334 64251 61857 60815 59485

17 17 17 0 0 0
272 215 723 91 114 263

34336 29219 29927 45412 49986 61740

23358 29246 34956 39723 41489 38988

38257 38937 35673 18354 18413 2450

-6711 -15644 -20261 -22851 -27075 -29178
375493 375619 384634 388229 393093 424810

shnmmbsa0&mgen”@s
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Table 8. Armenian Commercial Banks’ Balance Sheet’

01.06 02.06 03.06 04.06 05.06 06.06

Balance at the end of the month

Assets

Reserve assets 82833 82797 87598 77747 73662 78784
Cash in drams 11499 12017 10998 10876 10439 10119
Claims on the CBA 71334 70779 76600 66871 63223 68666
Foreign assets 106800 100253 100429 80059 83471 80558
In convertible currency 99275 93370 94447 74764 78043 74528
In non-convertible currency 4019 3415 2335 1836 1964 2481
In drams 3506 3469 3647 3458 3465 3549
Claims on the Government 37021 37808 40027 40772 40523 41925
Claims on resident enterprises and organizations 97609 99139 103291 108610 110014 109512
In drams 41228 42045 43075 46168 47259 48389

In FX 56330 57042 60164 62407 62721 61088
Securities > 52 52 52 35 35 35
Claims on resident households * 82797 85233 91205 94655 96636 100969
In drams 28877 28683 30024 30916 33106 35807

In FX 53921 56549 61182 63739 63530 65162
Claims on non-profit organizations 136 122 233 162 188 236
Claims on other financial organizations 7786 7611 6852 8067 8905 8319
Interbank claims * 4968 5350 5136 5517 8146 8988
In drams 1287 1231 2123 2684 2884 5059

In FX 3681 4119 3012 2833 5263 3930
Other financial assets 8219 10244 9787 9626 12561 13279
of which: significant equity participation 497 497 513 589 590 600
Accounts receivable 2699 3246 3055 3093 4250 4321
Non-financial assets 29402 29950 30451 31067 31422 33161

Total assets 460271 461753 478063 459373 469778 480054

" All classifications are made according to the “RA Monetary and Financial Statistics Manual” issued by the CBA. Each instrument includes
accrued interest (both in assets and liabilities). Data presented here do not coincide with the respective data shown in the tables of the section
“Main Indicators and Prudential Standards of Armenian Commercial Banks’, as this tabulation is based on statistical method.

2 Except for shares.

3 Include loans to households, bank employees, bank related parties, as well as other claims on them.

* Include total claims of Armenian commercial banks on one another.
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million drams

07.06 08.06 09.06 10.06 11.06 12.06
75606 82808 92350 96768 100351 115312
11843 11716 10215 12940 10835 15372
63763 71092 82135 83827 89516 99940
87186 93240 80732 72598 97064 81525
80744 86600 74413 68728 93128 77392
2814 2906 2477 155 163 200
3628 3735 3842 3714 3773 3932
42412 39988 41306 40371 42594 44101
108364 107660 111828 112581 115625 111836
48069 48547 49954 50878 55595 54785
60260 59078 61726 61554 59880 56894
35 35 148 149 150 157
102572 103346 103633 107177 112580 119729
37431 40333 42931 46055 50437 56392
65141 63013 60702 61122 62143 63337
251 180 182 219 156 203
8110 9147 9866 9338 9281 9679
8666 4921 4332 4750 4217 6218
4072 1747 1536 1816 1333 3108
4595 3174 2796 2934 2884 3110
13681 14066 13136 10913 12247 12449
608 614 620 639 648 692
6411 5025 5441 5600 5956 3897
33211 33403 33417 34130 35660 36154
486469 493785 496224 494444 535730 541103
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01.06 02.06 03.06 04.06 05.06 06.06

Liabilities
Demand deposits in drams 52884 53789 55857 55595 56719 61139
Enterprises 36310 36105 36808 35159 35702 38176
Households 9139 9608 9938 10313 10535 11378
Non-profit organizations 6751 7449 8013 9215 9115 9440
Other financial organizations 684 627 1098 908 1367 2145
Time deposits in drams 22496 23368 24142 23909 23284 23425
Enterprises 8146 7658 8197 8070 6741 7057
Households 8533 8864 9097 9322 9705 10051
Non-profit organizations 5354 6280 6065 5790 6036 5671
Other financial organizations 463 565 784 726 801 646
Deposits in FX 147446 143862 147448 144933 142497 141247
Enterprises 43478 36328 37885 39310 40214 40110
Households 80277 83760 85095 84218 82406 82060
Non-profit organizations 22660 21476 22128 19314 17991 16816
Other financial organizations 1031 2298 2340 2091 1885 2262
Foreign liabilities 78199 76930 84109 64884 65510 67118
In convertible currency 69449 68882 77425 59513 59991 61357
In non-convertible currency 2227 1919 1084 262 204 382
In drams 6524 6129 5601 5109 5315 5379
Liabilities to the Government 17784 18571 18866 18660 18791 20331
Liabilities to the CBA 11775 11840 11916 14339 17107 14639
Interbank liabilities ° 4519 4812 4646 5403 8062 8845
In drams 872 816 1708 2653 2852 5028
In FX 3647 3996 2938 2750 5210 3818
Other liabilities 29333 31009 31572 31764 37339 40656
Capital and reserves 95835 97573 99506 99887 100470 102653
Statutory fund 60298 60548 60548 60593 65172 65448
reserves ° 12957 13018 13019 12626 13424 14593
Retained earnings 22580 24007 25940 26668 21873 22612
Total liabilities and capital 460271 461753 478063 459373 469778 480054

® Include total liabilities of Armenian commercial banks to one another.
¢ Include general reserve, reserves for loans, accounts receivable and securities losses, special reserves, as well as revaluation accounts.
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million drams

07.06 08.06 09.06 10.06 11.06 12.06
63015 63849 73953 73294 82505 83141
39794 40060 41885 44292 50101 50985
12266 12564 16998 15139 16804 19773
9410 9984 12660 11928 13429 9653
1546 1240 2410 1935 2172 2729
24122 26000 29458 32148 33934 46998
6947 8484 9968 9902 9718 16957
11102 11723 13710 15093 16856 21304
5162 4600 4349 5465 4928 6061
911 1192 1431 1687 2431 2677
139188 143889 128496 124635 156006 142923
37224 45682 36449 34075 66932 49851
84646 82550 77447 78655 77771 81741
15013 12831 12269 9850 9647 10033
2305 2826 2331 2054 1656 1297
70568 68570 65321 65576 65971 66706
63635 61500 58063 58668 58992 59504
696 756 432 4 4 2
6237 6315 6826 6903 6976 7199
20650 20151 19757 22091 20736 18218
14846 17555 15339 11772 11842 15275
8336 4833 4032 4639 4072 6131
4039 1715 1373 1793 1311 3087
4298 3118 2660 2846 2761 3044
41110 42672 42023 42191 42453 41047
104633 106267 117846 118098 118211 120664
65448 65448 79656 79656 79656 80108
14823 14724 12206 11753 11857 11835
24362 26095 25985 26690 26699 28721
486469 493785 496224 494444 535730 541103
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Table 9. Monetary Survey of Armenia

01.06 02.06 03.06 ° 04.06 05.06 06.06 °

Balance at the end of the month

Net foreign assets 283753 275897 270430 270807 268699 269211
In convertible currency 285270 278045 271325 271080 268912 269213
Central Bank (net) 2 255444 253557 254302 255829 250861 256042
Foreign assets 344746 340263 342829 341584 336647 336592
Foreign liabilities -89302 -86706 -88526 -85755 -85786 -80551
Commercial banks (net) 29826 24488 17022 15251 18051 13171
Foreign assets 99275 93370 94447 74764 78043 74528
Foreign liabilities -69449 -68882 -77425 -59513 -59991 -61357

In non-convertible currency 1831 1507 1234 1557 1742 2082
Central Bank (net) 39 12 -17 -17 -17 -17
Foreign assets 56 29 0 0 0 0
Foreign liabilities -17 -17 -17 -17 -17 -17
Commercial banks (net) 1792 1495 1251 1574 1759 2099
Foreign assets 4019 3415 2335 1836 1964 2481
Foreign liabilities -2227 -1919 -1084 -262 -204 -382
Net foreign assets in drams -3349 -3655 -2129 -1830 -1956 -2085
of which: commercial banks -3018 -2660 -1954 -1651 -1850 -1830
Net domestic assets 70895 76812 88040 87006 89907 101549
Net domestic credits 176962 183193 200303 197872 197927 205621
Net claims on the Government -11388 -8933 -1298 -13641 -17834 -13432
Claims on the Government 42672 43392 45425 45919 45523 46800
Government deposits -54059 -52325 -46723 -59559 -63357 -60232
Claims on economy 188349 192126 201601 211513 215761 219053
Claim on enterprises 97609 99139 103291 108610 110014 109512

In drams 41228 42045 43075 46168 47259 48389

In FX 56330 57042 60164 62407 62721 61088
Securities 52 52 52 35 35 35

Claims on households 82819 85253 91225 94674 96655 100986

In drams 28898 28704 30044 30935 33125 35824

In FX 53921 56549 61182 63739 63530 65162

Claims in non-profit organizations 136 122 233 162 188 236

In drams 81 76 180 110 135 183

In FX 54 47 53 51 53 54

" All classifications are made according to the “RA Monetary and Financial Statistics Manual” issued by the CBA. Includes balance sheet
indicators of the CBA and commercial banks. All instruments include accrued interest.

2 NFA of the CBA are calculated at actual exchange rates.

? Expect for shares.
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miflion drams

07.06 08.06 09.06 ° 10.06 11.06 12.06°
273405 282216 286555 285663 318567 336703
274167 282862 288221 288780 321718 340023
257058 257762 271871 278720 287582 322135
337274 333708 344378 348821 356727 389684
-80215 -75946 -72507 -70101 -69145 -67550

17109 25100 16350 10060 34136 17888
80744 86600 74413 68728 93128 77392
-63635 -61500 -58063 -58668 -568992 -59504

2101 2132 2028 151 159 198

-17 -17 -17 0 0 0
0 0 0 0 0 0
-17 -17 -17 0 0 0

2118 2149 2045 151 159 198

2814 2906 2477 155 163 200

-696 -756 -432 -4 -4 -2

-2863 -2778 -3694 -3269 -3310 -3518

-2609 -2580 -2984 -3189 -3202 -3267
107287 114646 118840 124344 138405 149034
211541 215752 221686 206502 213690 209628

-7773 -4598 -3840 -22828 -23967 -31832
47214 44772 45844 44676 46755 48125
-54986 -49370 -49683 -67503 -70722 -79957
219313 220350 225525 229330 237657 241461
108364 107660 111828 112581 115625 111836
48069 48547 49954 50878 55595 54785
60260 59078 61726 61554 59880 56894

35 35 148 149 150 157
102589 103362 103649 107192 112595 119743

37447 40349 42947 46070 50452 56406

65141 63013 60702 61122 62143 63337
251 180 182 219 156 203
201 134 133 169 108 148

50 46 50 50 48 54
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01.06 02.06 03.06° 04.06 05.06  06.06°

Claims on other financial organizations 7786 7611 6852 8067 8905 8319

In drams 6089 6003 5574 6655 7645 6954

In FX 1697 1608 1278 1413 1260 1366

Other assets (net) -106066 -106381 -112263 -110866 -108019 -104072
Broad money 354648 352709 358470 357813 358606 370759
Currency and demand deposits in drams 184693 185441 186768 188787 192686 206041
National currency outside the banking system 130758 131039 130268 132579 135356 144270
National currency outside the CBA 142257 143056 141266 143454 145795 154389
Commercial banks’ cash in vault in drams (-) -11499 -12017 -10998 -10876 -10439 -10119
Demand deposits in drams 53935 54402 56500 56208 57330 61770
Enterprises 36793 36139 36864 35184 35732 38225
Households 9707 10187 10525 10901 11117 11960
Non-profit organizations 6751 7449 8013 9215 9115 9440
Other financial organizations 684 627 1098 908 1367 2145

of which: accrued interest on demand deposits 27 38 28 34 47 26
Quasi-money * 169955 167268 171702 169026 165920 164719
Time deposits in drams 22496 23368 24142 23909 23284 23425
Enterprises 8146 7658 8197 8070 6741 7057
Households 8533 8864 9097 9322 9705 10051
Non-profit organizations 5354 6280 6065 5790 6036 5671
Other financial organizations 463 565 784 726 801 646
of which: accrued interest on time deposits 303 304 326 370 363 312
Residents’ deposits in FX 147459 143900 147560 145117 142636 141294
Demand 64002 59511 67047 67871 67283 68574
Time 83456 84389 80512 77246 75354 72720
of which: accrued interest on FX deposits 651 651 688 738 737 690

* Quasi-mone, 2y of the Armenian banking system is the total of time deposits in drams and all deposits in FX attracted from residents.
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million drams

07.06 08.06 09.06 ° 10.06 11.06 12.06 °
8110 9147 9866 9338 9281 9679
7064 7988 8691 8135 8479 8668
1046 1159 1175 1203 801 1012
-104254 -101106 -102845 -82158 -75284 -60594
380692 396862 405395 410007 456972 485737
217381 226893 247418 253201 267010 295328
153647 162132 172716 178824 183727 211469
165490 173849 182931 191764 194562 226841
-11843 -11716 -10215 -12940 -10835 -15372
63734 64760 74702 74377 83283 83858
39894 40355 42022 44764 50237 51018
12885 13181 17610 15750 17445 20458
9410 9984 12660 11928 13429 9653
1546 1240 2410 1935 2172 2729
40 62 34 56 75 22
163311 169969 157977 156806 189962 190409
24122 26000 29458 32148 33934 46998
6947 8484 9968 9902 9718 16957
11102 11723 13710 15093 16856 21304
5162 4600 4349 5465 4928 6061
911 1192 1431 1687 2431 2677
341 361 404 464 455 467
139189 143969 128520 124658 156028 143411
67018 75652 62271 57162 86909 60002
72171 68316 66249 67496 69119 83409
710 693 688 727 738 752

® The CBA indicators include closing entries.
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Table 10. Credit Organizations’ Summary Balance Sheef Indicators

01.06 02.06 03.06 04.06 05.06 06.06

NFA (convertible currency) -1821 -1810 -1848 -2059 -2290 -3352
Foreign assets in convertible currency 150 173 116 99 67 175
Foreign liabilities in convertible currency -1900 -1912 -1963 -2157 -1815 -1813
Foreign liabilities in drams -71 -71 0 0 -541 -1714

NDA 2744 2771 2822 3053 3149 4271
Government -11 -11 -4 -4 -4 0
Net claims on commercial banks 1266 1092 935 988 1660 1281

Claims on commercial banks 1506 1349 1289 1398 2078 1652
Liabilities to commercial banks -241 -257 -354 -410 -418 -371
Economy 6196 6431 6708 7070 7828 8520
Enterprises 3139 3252 3425 3606 3530 3682

In drams 1025 1134 1321 1353 1342 1328

In FX 2114 2118 2104 2254 2188 2354
Securities - - - - - -
Households 3047 3169 3274 3455 4290 4815

In drams 873 883 907 968 1769 2338

In FX 2174 2286 2367 2487 2521 2477
Non-profit organizations 10 10 9 8 8 22

In drams 0 0 0 0 0 15

In FX 10 10 9 8 8 7

Other financial organizations - 0 0 0 0 1

In drams - 0 0 0 0 1

In FX - - - - - -

Other assets net -4706 -4741 -4817 -5001 -6336 -5530
Foreign assets in drams - 1 2 1 57 102
Foreign assets (non-convertible currency) - - - - - 0,05

Foreign liabilities (non-convertible currency) - - - - - -

Dram in vault 34 32 69 14 94 150

Investment in stake - - - - - 3

Claims on credit organizations - - - - - -

Other assets 430 434 413 417 937 758

Liabilities to credit organizations - - - - - -

Securities issued - - - - - -

Capital accounts -4444 -4474 -4669 -4837 -6342 -5694

Other liabilities -726 -734 -632 -597 -1082 -848
BORROWINGS 924 961 974 994 860 919
Borrowings in drams 91 91 116 144 144 144
Demand borrowings - - - 23 23 23

Time borrowings 91 91 116 121 121 121
Borrowings in FX 833 870 858 851 716 776
Demand borrowings - - - - - -

Time borrowings 833 870 858 851 716 776
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miflion drams

07.06 08.06 09.06 10.06 11.06 12,06
-4010 -4381 5123 -5603 -6952 -8739
119 118 99 213 174 522
-1849 -2601 2937 -3190 -3862 -5931
-2280 -1898 -2285 -2626 -3264 -3330
5008 5249 5939 6550 7967 10115
0 0 0 0 0 35
1415 1774 2112 2306 2791 2220
1729 2159 2453 2605 3276 2943
-314 -385 -341 -300 -485 723
9295 10003 10486 11625 13303 16365
3713 3793 3688 3767 3719 4807
1350 1344 1338 1406 1375 1437
2363 2448 2350 2362 2344 3371
5560 6188 6780 7844 9574 11531
2960 3515 4082 4725 5764 7146
2600 2673 2697 3118 3810 4385
22 21 18 13 9 25

15 15 12 9 5 21

6 5 4 4

1 1 1 1 1

1 1 1 1 1 1
-5702 -6528 -6659 -7381 -8128 -8505
154 205 254 290 337 38
04 04 04 - 0,01 1
96 68 57 95 106 37

3 3 3 3 3 4

- - - - - 80

814 796 859 869 879 867

- - - - - -80

- - -140 141 142 142
-6087 -6867 6973 7262 7712 -8491
-682 734 721 1234 -1599 -818
999 868 816 947 1014 1376
144 148 152 215 289 824
23 23 23 - - -
121 125 129 215 289 824
855 720 664 733 725 552
855 720 664 733 725 552
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Table 11. Financial Sector Survey Indicators

01.06 02.06 03.06° 04.06 05.06 06.06°

Balance at the end of the period

Net foreign assets * 236294 229274 223059 224395 248679 256087
Net foreign assets (Central Bank) 214812 212725 213485 216311 238232 251646
Net foreign assets (commercial banks) 23303 18359 11422 10142 12737 7792
Net foreign assets (credit organizations) -1821 -1810 -1848 -2059 -2290 -3352

Net domestic assets 117827 123103 135112 133083 108694 113869
Net claims on the Government -11399 -8944 -1303  -13645 -17838  -13432

Net claims on the Government (Central Bank) -30625  -28170  -22459  -35752  -39567  -35026
Net claims on the Government (commercial banks) 19237 19237 21160 22112 21732 21594
Net claims on the Government (credit organizations) -11 -1 -4 -4 -4 0
Claims on economy 194305 198301 207955 218173 223172 227202
Claims on economy (Central Bank) 21 20 20 19 19 17
Claims on economy (commercial banks) 188088 191849 201228 211084 215325 218665
Claims on economy (credit organizations) 6196 6431 6708 7070 7828 8520
Other assets (net) -65079  -66254  -71541 -71445  -96639  -99901
Marketable liabilities of financial sector 354121 352377 358171 357478 357374 369956
National currency outside the financial system 130724 131007 130198 132564 135262 144121
Demand deposits in drams 2 53697 54171 56229 55824 55938 60977
Time deposits in drams 22330 23241 24050 23909 23283 23425
Deposits in FX 146447 142997 146719 144187 142030 140513
Borrowed funds of credit organizations 924 961 974 994 860 919

Change as against the previous period

Net foreign assets - -7020 -6215 1336 24284 7407
Net foreign assets (Central Bank) - -2087 760 2826 21921 13413
Net foreign assets (commercial banks) - -4944 -6937 -1279 2594 -4944
Net foreign assets (credit organizations) - 11 -38 -211 -231 -1062

Net domestic assets - 5276 12009 -2029  -24389 5175
Net claims on the Government - 2455 7642 12342 -4194 4406

Net claims on the Government (Central Bank) - 2454 5712  -13294 -3814 4540
Net claims on the Government (commercial banks) - 1 1923 951 -380 -138
Net claims on the Government (credit organizations) - 0 7 0 0 4
Claims on economy - 3996 9654 10218 4999 4031
Claims on economy (Central Bank) - -1 -1 -1 -1 -1
Claims on economy (commercial banks) - 3761 9379 9856 4241 3340
Claims on economy (credit organizations) - 235 276 363 758 691
Other assets (net) - -1175 -5287 95  -25194 -3262
Marketable liabilities of financial sector - -1744 5794 -693 -104 12582
National currency outside the financial system - 283 -809 2366 2697 8859
Demand deposits in drams - 474 2058 -405 115 5039
Time deposits in drams - 911 809 -142 -625 141
Deposits in FX - -3450 3722 -2532 -2156 -1517
Borrowed funds of credit organizations - 37 13 20 -135 60

" NFA include forelgn assets only in convertible currency and foreign liabilities in convertible currency and drams. NFA of the CBA are calculated
at program exchange rates. NFA of commercial banks are calculated at actual exchange rates.
? Include also accounts.
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milflion drams

07.06 08.06 09.06 ° 10.06 11.06 12.06°
240895 260821 279034 302262 342143 389503
234033 246417 274633 304708 321935 387553
10872 18786 9524 3157 27160 10689
-4010 -4381 -5123 -5603 -6952 -8739
139046 134754 124739 106060 112527 94694
-7773 -4598 -3840 -22828 -23967 -31798
-29534 -24435 -25389 -41108 -45826 -57716
21762 19837 21549 18280 21858 25883
0 0 0 0 0 35
228294 229967 235671 240655 250475 257103
17 16 16 15 15 14
218982 219948 225169 229015 237157 240724
9295 10003 10486 11625 13303 16365
-81475 -90615 -107093 -111767 -113981 -130612
379941 395575 403772 408322 454670 484196
153551 162064 172659 178729 183621 211432
62949 64126 73532 73083 81740 82365
24121 25829 29286 31706 33000 46146
138321 142688 127479 123858 155296 142878
999 868 816 947 1014 1376
-15192 19926 18213 23228 39881 47360
-17613 12384 28216 30075 17227 65618
3080 7914 -9261 -6368 24003 -16471
-658 -372 -742 -480 -1350 -1786
25177 -4292 -10016 -18678 6466 -17833
5660 3175 758 -18988 -1140 -7830
5492 5099 -954 -15719 -4718 -11890
168 -1925 1712 -3269 3578 4025
0 0 0 0 0 35
1092 1673 5704 4985 9819 6628
-1 0 -1 -1 -1 -1
317 966 5221 3846 8142 3567

775 707 484 1139 1678 3062

18426 -9139 -16478 -4675 -2213 -16631

9986 15634 8197 4550 46347 29527

9430 8513 10595 6070 4892 27811

1972 1177 9406 -449 8657 625

697 1708 3457 2420 1294 13146

-2192 4367 -15209 -3622 31438 -12418

79 -131 -52 131 67 362

? Includes the CBA closing entries.
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Table 12. Structure of the CBA International Reserves’

miflion US dollars
Indicators 2006°
| 1l 1l [\
Gross international reserves (less privatization
funds) 674.7 761.1 817.1 1072.0
Privatization funds 85.6 42.6 85.6 0.0
Gross international reserves 760.3 803.7 902.7 1072.0
of which:
Gold 0 0 0 0
Reserve position in the IMF 0 0 0 0
SDR holdings 18.5 12.4 21.8 14.1
Other FX accounts 741.8 791.3 880.8 1058.0
" Includes assets in convertible currencies. Calculation is made at actual exchange rates.
? Data include closing entries.
Table 13. Financial Market Interest rates
Interest rates 2006
| Il n v
CBA repo rate ' 4.00 4.00 4.50 4.75
Lombard credit rate ' 12.00 7.00 7.50 7.75
CBA deposits rate 1.00 1.00 1.50 1.75
Yield of short-term government bonds ? 4.32 4.91 4.96 6.04
Yield of medium-term government bonds with partial repayment 4.88 6.07 5.96 6.50
Yield of CBA-issued bonds * 4.66 5.38 5.63 6.10
Lending rates *
In drams
To enterprises 15.71 14.43 11.73 15.02
To households 21.51 21.66 20.82 21.27
In US dollars
To enterprises 14.17 13.24 14.33 14.31
To households 22.39 22.56 22.08 20.44
Deposit rates °
In drams
From enterprises 5.07 4.48 5.33 4.87
From households 5.43 6.77 6.84 6.67
In US dollars
From enterprises 3.35 4.52 2.60 4.01
From households 3.74 5.51 5.01 5.19
Interbank interest rates > *
In drams 3.21 4.94 4.96 4.98
In US dollars 6.00 4.93 719 6.34

’ As of the end of the quarter.

2 Weighted average yield of securities allocated in the primary market during the last month of the quarter.

? Calculated as average weighted interest rate for the last month of the quarter of funds (except for demand), attracted/allocated with the period
ofup to 1 year.

* Includes also interbank repo agreements.
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Table 14. Volume and Average Annual Inferest Ratfes of Deposits Attracted and Lombard
Loans Extended by the CBA

million drams

Volume of deposits

Average weighted interest

Volume of loans

Average weighted interest

Month rate of deposits rate of loans
January 10300 1.00 - -
February 5400 1.00 - -
March 4700 1.00 - -
April 1300 1.00 - -
May - - - -
June - - - -
July 6000 1.00 - -
August 20200 1.00 - -
September 24400 1.50 - -
October 19200 1.74 - -
November 67600 1.75 - -
December 67700 1.75 - -

Repayments are not excluded.

Volume and Average Annual Interest Rates of CBA Repo and Reverse
Repo Agreements

milflion drams

Volume of repos '

Average weighted interest

Volume of reverse

Average weighted interest rates of

Month rates of repos repos ' reverse repos
January - - 590 3.50
February - - 2059 4.00
March - - - -
April 2104 4.00 512 4.00
May 10217 4.00 - -
June 7717 4.00 - -
July 6994 4.00 - -
August 8503 4.25 521 4.25
September 6930 4.50 - -
October 1698 4.75 - -
November 700 4.75 - -
December 6143 4.75 - -

" Repa yments are not excluded.
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Table 15. Volume and Yield — CBA Short-Term Securities Primary Allocation

1 — 3 months ' (including 91-day)

Month Volume of allocation Average nominal yield Minimum interest rate Maximum interest rate
(million drams) (%)
April 2700.0 5.0 4.9 5.3
May 900.0 5.3 5.3 5.3
June 1500.0 5.4 54 5.4
July 6000.0 5.1 4.7 5.3
August 6483.5 5.2 5.1 5.5
September 5616.6 5.63 5.61 5.68
October 5378.6 5.7 5.6 6.0
November 6290.0 6.0 6.0 6.0
December 3000.0 6.1 6.1 6.1
3 -6 months ' (including 182-day)
Month Volume of allocation Average nominal yield Minimum interest rate Maximum interest rate
(million drams) (%)
January 2000.0 4.33 4.26 4.39
March 845.5 48 4.8 4.8
April 500.0 5.2 5.2 5.2
May 1186.0 5.4 5.4 5.4
August 4000.0 5.40 5.15 5.44
September 3000.0 5.63 5.61 5.71
October 4500.0 5.7 5.6 5.8
November 3500.0 6.0 6.0 6.0
December 1000.0 6.1 6.1 6.1
6 — 9 months ' (including 273-day)
Month Volume of allocation Average nominal yield Minimum interest rate Maximum interest rate
(million drams) (%)
March 2755.5 4.7 4.5 4.9
9 - 12 months * (including 364-day)
Month Volume of allocation Average nominal yield Minimum interest rate Maximum interest rate
(million drams) (%)
February 1000.0 4.25 4.16 4.35
March 2000.0 45 4.2 4.7
May 900.0 5.4 54 5.4
August 1500.0 5.41 5.38 5.45
September 500.0 5.7 57 5.7
October 1500.0 6.0 6.0 6.0
November 1500.0 6.1 6.1 6.1

" Yield is calculated as weighted average for the given securities.
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Table 16. Government Securities Secondary Market Operations

Range of maturity

up to 3 months 3 — 6 months 6 — 9 months from 9 months to 1 year

million drams % million drams % | million drams % million drams %

January - - 5.55 4.19 597.18 5.30 1968.75 573
February 190.13 3.68 139.20 3.73 215.66 3.83 1577.20 5.08
March 10.00 3.00 5.00 3.60 2.24 3.00 1378.80 5.19
April 295.50 3.27 25.75 3.62 - - 973.48 5.38
May 257.00 3.76 177.47 3.56 262.93 5.44 1004.19 5.66
June 491.52 3.34 21.08 4.81 499.90 5.49 100.80 5.85
July 710.00 3.44 120.00 4.02 601.89 478 126.80 5.47
August 369.52 3.43 300.00 4.01 222.49 5.12 1397.79 5.46
September 355.66 4,07 100.14 4.38 793.22 5.04 274.06 5.01
October 287.83 4.05 379.64 4.58 373.60 5.12 373.40 5.45
November 481.80 478 218.69 5.14 924.99 543 400.00 5.51
December 719.32 5.22 694.25 5.31 119.48 5.49 1417.50 5.46
Total 4168.28 4.00 2186.77 4.60 4613.60 5.15 10992.77 5.43

Range of maturity Total
1-2years 2-5years 5— 10 years

million drams % million drams % | miflion drams % million drams %

January 2747.37 5.84 806.71 7.85 829.10 8.71 6954.66 6.34
February 1217.70 5.10 520.28 7.42 227.06 8.04 4087.24 5.37
March 1271.79 5.38 636.85 451 2245.90 8.52 5550.58 6.50
April 3348.69 578 441.00 7.98 927.83 7.84 6012.24 6.06
May 2486.70 5.88 752.00 6.75 955.99 7.66 5896.29 6.06
June 2815.62 6.03 1688.00 7.00 1885.22 8.70 7502.14 6.70
July 1448.95 6.04 500.00 6.70 1140.44 7.81 4648.08 5.92
August 1678.72 5.81 529.65 7.40 302.96 8.23 4801.12 5.71
September 1185.94 5.02 1035.38 6.51 3679.61 8.69 7424.01 6.99
October 1640.48 5.40 955.18 6.40 125.31 8.14 4135.44 5.52
November 1085.56 5.85 205.00 7.50 408.69 8.53 3724.73 5.91
December 718.59 6.60 1397.00 9.00 921.13 8.12 5987.27 6.79
Total 21646.10 575 9467.05 7.15 13649.23 8.39 66723.79 6.25

" CBA operations are not included.
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Table 17. CBA Securities Secondary Market Operations

Up to 3 months 3 - 6 months 6 - 9 months

million drams % miflion drams % miflion drams %
January 120.00 5.14 50.00 4.19 - -
February - - 550.00 3.95 - -
March 96.97 2.49 159.57 4.20 200.00 4.86
April 353.57 3.53 401.42 4.03 - -
May 554.82 3.87 17.27 5.20 - -
June 667.29 3.85 100.00 4.80 - -
July 340.00 2.29 - - - -
August 222.50 3.22 3.10 5.00 - -
September 1032.50 4.94 120.51 5.04 - -
October 50.00 1.75 87.00 5.00 - -
November 876.28 4.18 - - - -
December 325.00 3.81 - - - -
Total 4638.93 3.97 1488.87 4.23 200.00 4.86

from 9 months to 1 year Total

million drams % miflion drams %
January - - 170.00 4.86
February - - 550.00 3.95
March 406.63 4.44 863.17 4.28
April - - 754.99 3.80
May - - 572.09 3.91
June - - 767.29 3.97
July - - 340.00 2.29
August - - 225.60 3.25
September - - 1153.01 4.95
October - - 137.00 3.81
November - - 876.28 4.18
December - - 325.00 3.81
Total 406.63 4.44 6734.43 4.08

" CBA operations are not included.
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Table 18. Interbank Repo Operations

Up fo 7 days 8- 14 days 15- 28 days

million drams % million drams % million drams %
January 1540.76 3.81 3693.61 454 2119.73 435
February 2812.91 3.55 2385.79 3.79 267.40 4.00
March 3089.72 3.36 2560.94 3.39 1581.79 3.62
April 5326.67 3.71 4089.75 3.71 1171.26 3.99
May 7912.50 4.30 4181.06 4.40 1426.32 4.61
June 10273.73 4.88 6398.81 5.09 1968.08 5.29
July 5761.45 4.99 3827.12 5.26 1012.10 5.45
August 5607.88 475 2812.74 4.87 2120.00 5.20
September 8059.51 5.20 8484.73 5.35 1654.93 5.20
October 7177.63 5.06 8700.96 5.22 1935.20 5.31
November 8302.43 4.91 8230.38 5.14 1960.94 5.12
December 9419.75 5.08 5653.35 5.11 3807.74 5.55
Total 75284.93 4.68 61019.25 4.86 21025.48 4.96

29 days and over Total

million drams % million drams %
January 875.58 4.89 8229.68 4.39
February 516.25 4.10 5982.35 3.71
March 403.42 4.32 7635.86 3.47
April 305.70 4.47 10893.38 3.76
May 675.19 451 14195.06 437
June 670.00 5.87 19310.61 5.03
July 508.00 6.04 11108.68 5.17
August 1942.58 4.81 12483.20 4.86
September 401.03 5.91 18600.20 5.28
October 467.60 5.73 18281.39 5.18
November 1874.02 6.17 20367.77 5.14
December 1289.93 6.28 20170.77 5.25
Total 9929.29 5.40 167258.95 4.82
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Table 19. Balance Sheet of Armenian Banking System

thousand drams
31.03.2006 30.06.2006 30.09.2006 Annual
Cash AMD 2 10997879 10118885 10215027 15372106
as
FX3 17181777 16692757 23418518 15198111
AMD 21913440 20839820 27766546 30769305
Correspondent accounts with the CBA
FX 24679181 24367702 19418228 23628784
AMD 1345000 0 0 7400000
Other claims on the CBA
FX 0 0 0 0
AMD 277164 2311290 950905 97607
Correspondent accounts with banks
FX 51280982 47258240 36269703 44875712
AMD 1465680 2746386 585146 3625512
Claims on banks
FX 19009176 8141390 12368839 13211518
AMD 5644376 6997543 8727646 8714525
Claim son other financial organizations
FX 1993234 2162494 1692195 1455717
AMD 75503321 74542074 84867769 93237879
Government securities
FX 490622 443156 418426 385610
R - AMD
Liabilities on securities through repos and -7509982 -10373395 -9200774 -11730337
foreign currency through currency swa
9 yhreus yswap FX -313576 -275928 -190750 -610680
2 AMD 598644 300307 355047 238401
3 Repo agreements (less interbank repos)
2 FX 0 0 0 0
AMD 42373733 47986799 49425294 54234059
Loans to legal entities
FX 66552484 66355290 65002593 60316870
AMD 24136770 29478126 36324066 49395335
Loans to individuals
FX 57414087 61352229 57118157 59577126
AMD 2224529 2513617 2736134 2527026
Loans to bank insiders and employees
FX 2962531 3162381 3181121 3603253
Assets loss provision reserves -3888625 -4073121 -4587143 -4562064
n 1519691 1448512 1539095 1877721
Interest receivable
u 1536643 1498765 1345222 1228289
Fixed assets 25921121 28048099 28209532 30684002
AMD 202169 209514 322276 385502
Other securities
FX 1225323 1253444 1168607 840332
Leasing, factoring (less interbank leasing and _AMD 3303325 3614123 3585683 3885327
factoring) FX 638817 421256 272463 133853
AMD 11603395 13474504 15910736 12555322
Other assets
FX 3869409 2161676 3100086 1965764
Total balance sheet assets 466152320 465177935 482316393 524517487
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thousand drams
31.03.2006 30.06.2006 30.09.2006 Annual *
AMD 392977 2527263 1078704 326082
Correspondent accounts of banks
FX 3846595 3653600 2871480 4385729
AMD 13583040 16085047 13248256 18043543
Other liabilities to banks (including the CBA)
FX 16829918 24117402 23545329 20987335
AMD 2516284 2922044 4255054 5632112
Liabilities to other financial organizations
FX 7821362 8169500 9157317 8758938
AMD 47682416 50255062 57585730 64197565
Demand liabilities to legal entities
FX 60302917 43834955 40033071 37949927
AMD 10470385 11892939 17688259 20649762
Demand liabilities to individuals
FX 44677353 43281349 38554497 38176535
8 AMD 14725737 13014501 14644787 23335332
= | Time deposits of legal entities
% FX 28316364 23164913 17262207 30576190
% AMD 9848174 10815134 14726222 22520313
Time deposits of individuals
FX 63365949 59219893 57598928 62199228
Funds attracted through repos AMD 0 0 0 0
FX 0 0 0 0
Liabilities to the Government AMD 6926510 8462492 9533403 8752388
FX 11795504 11699758 10096540 9311018
AMD 581523 570745 690756 751057
Interest payable
FX 1235047 1403756 1353572 1537697
AMD 9865945 12267286 15028022 13875377
Other liabilities
FX 12115713 15485248 15977864 12379820
Total liabilities 366899713 362842887 364929998 404345948
Actually paid-up statutory fund 60547882 65447868 79655615 80107615
General reserve 6449947 7620422 4620422 4620422
:*g own shares repurchased by banks 0 0 0 0
8 Undistributed profit Current period 16343371 8221585 12823055 16314819
(loss) Previous period 9596293 14390285 13161506 12406486
Total balance sheet capital 99252607 102335048 117386395 120171539

" 2006 end year indicators include closing entries.
2 AMD — Armenian dram.
3 FX - foreign currency.
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Table 20. Income and Expense of Commercial Banks '

thousand drams

Indicators

31.12.2005

31.12.2006 2

17 profit-making banks

21 profit-making banks

Interest income 31773377 42885973
Interest expense 9940338 12410230
Net interest income 21833038 30475743
Non-interest income 18892776 21780912
Non-interest expense 22669553 29187714
Net non-interest income -3776777 -7406802
Asset loss provisioning 18953836 23872412
Refund of asset loss provisioning 17705353 21844229
Net provisions 1248483 2028183
Pre-tax profit 16807779 21040758
Profit tax 3321097 4170259
Net profit 13486682 16870499
Dividends 0 580000
Undistributed profit 13486682 16290499

" In 2006 all Armenian commercial banks operated with profit.
2 2006 end year indicators include closing entries.

170




Appendix

Table 21. Loans by Sectors of Economy

31.12.2006 thousand drams
Period Total Total
Sectors 1 year over 1 year
in drams in FX in drams in FX in drams in FX

Loan investment s (total) 57069676 52123049 65409760 84688162 122479436 136811211 259290647
Loans to non-residents (total) 762248 10553338 56952 4504159 819200 15057497 15876697
Loans to residents (total) 55799197 39464476 65861039 82289238 121660236 121753714 243413950
Industry, of which: 6974760 3703638 12249140 16336442 19223900 20040080 39263980
mining 70553 16866 437249 461751 507802 478617 986419
energy 1991870 21061 534466 2425217 2526336 2446278 4972614
food 2846389 1862804 7038557 7843132 9884946 9705936 19590882
light 350183 483956 811764 1070474 1161947 1554430 2716377
chemical 17823 341800 38259 566757 56082 908557 964639
building materials 610903 88843 1369439 429521 1980342 518364 2498706
precious items 45307 111284 392498 200406 437805 311690 749495
metallurgy 95643 250 20926 394 116569 644 117213
engineering and electrical industry 699511 67939 300417 786450 999928 854389 1854317
other sectors of industry 246578 708835 1305565 2552340 1552143 3261175 4813318
Agriculture, of which: 2866391 2284901 3109549 5935588 5975940 8220489 14196429
cattle breeding 1419102 1190351 2077582 4410130 3496684 5600481 9097165
plant growing 1447289 1094550 1031967 1525458 2479256 2620008 5099264
Construction 2393774 559860 5781966 2805385 8175740 3365245 11540985
Transport and communications 1556974 152532 1250478 956438 2807452 1108970 3916422
trade, of which: 8308063 8374257 13937208 18945438 22245271 27319695 49564966
wholesale 4522217 6039580 6558977 11981695 11081194 18021275 29102469
retail 3785846 2334677 7378231 6963743 11164077 9298420 20462497
Public catering and other services 1678154 933982 5472585 3529438 7150739 4463420 11614159
Financial sector, of which: 11672839 2858248 260738 538701 11933577 3396949 15330526
resident banks 2986791 1967673 0 0 2986791 1967673 4954464
Consumer loans 18629697 18971334 17561528 13235190 36191225 32206524 68397749
Mortgage loans 555783 1113094 4199404 17901769 4755187 19014863 23770050
Other sectors of economy 1162762 512630 2038443 2104849 3201205 2617479 5818684
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Table 22. Balance Sheet of Armenian Credit Organizations

thousand drams
31.03.2006 30.06.2006 30.09.2006 Annual '
AMD 2 69468 149517 56671 37187
Cash
FX3 49831 37287 4775 45106
AMD 270707 792828 1169993 1493223
Banking accounts
FX 215258 472224 421015 439166
AMD 175574 122515 241164 910530
Claims on banks
FX 621818 305298 613833 94085
AMD 0 0 0 80000
Claims on other financial organizations
FX 0 0 43
AMD 0 0 0 34947
Government securities
FX 0 0 0 0
Liabilities on securities through repos and
foreign currency through currency swap AMD 0 0 0 0
AMD 0 0 0 0
Repo agreements (less interbank repos)
FX 0 0 0 0
AMD 456655 559255 548603 753593
Loans to legal entities
o FX 1432801 1604179 1524118 2330991
-
3 AMD 737350 2233788 3959372 6956927
¢ | Loans to individuals
< FX 2161254 2318879 2531930 4562257
AMD 76785 6708 9279 13549
Loans to CO insiders and employees
FX 67343 56031 58277 59683
AMD 891335 835344 854613 762299
Leasing (less interbank leasing)
FX 749809 815274 900039 1118258
AMD 21922 18000 12000 10000
Factoring (less interbank factoring)
FX 0 0 0 0
Assets loss provision reserves -251344 -175895 -210006 -284564
AMD 14196 23357 49494 123588
Interest receivable
FX 33415 37094 43625 46743
Fixed assets 223144 429762 539913 506658
AMD 0 3300 3300 3680
Other securities
FX 0 0 0 0
AMD 181899 385123 571165 388255
Other assets
FX 68666 135270 85003 104517
Total balance sheet assets 8267886 11165139 13988175 20590720
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thousand drams
31.03.2006 30.06.2006 30.09.2006 Annual *
AMD 100000 100000 117100 200000
Liabilities to banks
FX 247857 267919 214950 3221416
AMD 0 0 0 233455
Liabilities to other financial organizations
FX 901840 837580 1964725 2259758
AMD 0 22578 22578 0
Demand liabilities to legal entities
FX 0 0 0 0
AMD 0 0 0 0
Demand liabilities to individuals
FX 0 0 0 0
AMD 62580 1052580 2312580 3787359
Time liabilities to legal entities
g FX 1221804 1066676 1080932 874628
=
= AMD 53020 58220 66219 185077
% Time liabilities to individuals
7 FX 562474 543898 453803 566073
AMD 0 0 0 0
Funds attracted through repos
FX 0 0 0 0
AMD 0 0 7 10
Liabilities to the Government
FX 3958 0 0 0
AMD 780 4124 14804 33030
Interest payable
FX 50480 32766 71076 71050
AMD 328504 1360108 657348 660589
Other liabilities
FX 118829 166021 83527 41595
Total liabilities 3652126 5512470 7059648 12134040
Actually paid-up statutory fund 4453195 5434945 6752305 8388902
General reserve 45566 46017 51477 51479
% Own shares repurchased by bank 0 -12010 -41060 -41060
8 Undistributed profit Current period 205838 151045 215148 106520
(loss) Previous period -228703 106911 -188848 188787
Total balance sheet capital 4615760 5652668 6928526 8456680

" 2006 end year indicators include closing entries. Data of 17 credit organizations are shown in the table.
2 AMD — Armenian dram.
? FX - foreign currency.
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Table 23. Income and Expenses of Credit Organizations '

thousand drams
31.12.2006
Indicators 9 profit-making 8 loss-making Total
organizations organizations
Interest income 1601627 457393 2059020
Interest expense 314369 38749 353118
Net interest income 1287258 418644 1705902
Non-interest income 774697 -393098 381599
Non-interest expense 1338867 384775 1723642
Net non-interest income -564170 -777873 -1342043
Asset loss provisioning 669382 392086 1061468
Refund of asset loss provisioning 718038 242228 960266
Net provisions -48656 149858 101202
Pre-tax profit 771743 -509087 262656
Profit tax 134004 25680 159684
Net profit 637739 -534767 102972
Dividends 637739 -534767 102972

" Data of 17 credit organizations are shown in the table.
2 2006 end year indicators include closing entries.
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Table 24. Loans by Sectors of Economy’

31.12.2006 thousand drams
Period Total Total
Sectors 1 year over 1 year
in drams in FX in drams in FX in drams in FX

Loan investment (total) 6424088 2155671 3050559 5996220 9474647 8151891 17626538
Loans to non-residents (total) 1150 29943 11606 342022 12756 371965 384721
Loans to residents (total) 3929147 2049774 5532743 5730152 9461891 7779926 17241817
Industry, of which: 264627 317619 521764 1102447 786391 1420066 2206457
mining 464 12766 20614 126897 21078 139663 160741
energy 17948 27575 199454 140555 217402 168130 385532
food 141823 119931 233546 395137 375369 515068 890437
light 24366 71971 33238 112157 57604 184128 241732
chemical 0 296 0 0 0 296 296
building materials 9487 30301 19720 139632 29207 169933 199140
precious items 3389 11458 0 6947 3389 18405 21794
metallurgy 0 327 0 36 0 363 363
engineering and electrical industry 1131 559 0 168 1131 727 1858
other sectors of industry 66019 42435 15192 180918 81211 223353 304564
Agriculture, of which: 299052 12477 1966709 75272 2265761 87749 2353510
cattle breeding 200895 11499 1397704 61096 1598599 72595 1671194
plant growing 98156 978 569006 14176 667162 15154 682316
Construction 74554 31644 1253 150719 75807 182363 258170
Transport and communications 82709 85095 263870 384807 346579 469902 816481
trade, of which: 1132611 850110 1307007 781079 2439618 1631189 4070807
wholesale 27304 358609 87163 493887 114466 852496 966962
retail 1105307 491501 1219844 287192 2325151 778693 3103844
Public catering and other services 83326 102558 302451 297400 385777 399958 785735
Financial sector, of which: 853326 94085 136179 0 989505 94085 1083590
resident banks 853326 94085 136179 0 989505 94085 1083590
Consumer loans 977425 330265 506983 1219630 1484408 1549895 3034303
Mortgage loans 15812 39738 146941 1385583 162753 1425321 1588074
Other sectors of economy 145706 186183 379586 333215 525292 519398 1044690

" Data of 17 credit organizations are shown in the table.
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Central Bank of Armenia, Yerevan — 10, V.Sargsyan 6. http.// www.CBA.am
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